AKA Ausfuhrkredit-Gesellschaft mbH

Annual Report
2018

EXPORT + TRADE

BANK






Editorial

AKA at a glance

Report of the Supervisory Board
Supervisory Board

Shareholders

Executive Directors

Management Report

Guest Contribution: Prof Dr Erdal Yalcin,
Professor of International Economics,
Department of Business, Cultural and Legal Studies,
Konstanz University of Applied Sciences
Uncertain times for the global economy -
Time for a clear commitment to the

Transatlantic Economic Model

Annual Financial Statements

12

13

13

16

64

73

Contents

1



2

Editorial

Editorial

Creativity and quality

Our focus
on people

It has been our goal for over 65 years to
successfully provide international Export
Financing within the framework of cooper-
ative partnerships. Very good results in
terms of business volume and new busi-
ness earnings are demonstrated in the
2018 AKA annual report. In particular, we
have achieved the highest volume of new
contracts ever in our core business of
long-term ECA-covered financing. Without
our employees, who pursue the company's
declared business objectives with commit-
ment and expertise, such a positive devel-
opment for the bank would be impossible.

For this reason, when it comes to visualis-
ing this year's annual report, we focus on
our employees. What makes it so special:
The portrait photos not only show the per-
son but also the personal interests and
hobbies of that employee. \We portray both
senior colleagues, who have gained consid-
erable sector-related and professional ex-
perience while working at AKA, and new
recruits — from trainees to executives,
across departments and hierarchies. The
diversity of its employees is one of AKA's

great strengths as a specialised credit
institution focusing on the financing of in-
ternational trade transactions. We consider
cultural diversity to be an enriching factor
as it makes a substantial contribution to
creativity and quality.

This cross-cultural mixing in the depart-
ments - with senior employees, new re-
cruits, experienced Trade Finance experts,
career changers from other sectors, young
professionals and student trainees - is a
decisive element in the overall success of
teamwork at AKA. We have created a pho-
tographic body of pictures depicting the
diversity at AKA, which, in addition to the
wealth of facts and figures already con-
tained in the annual report, will also tell
you more about the people in our
organisation.



Who we are:

AKA is a consortium of 17 German banks
including the leading banks active in
foreign Trade Finance whose aim is to
support German and European exports.

What we do:

AKA grants short-, medium- and long
term financing, mainly under ECA-cover,
and supports shareholders, borrowers and
exporters through services.

What we offer:

Financing, refinancing, assumption of
risk, services connected with short-,
medium- and long term Export Financing
and other international and commercial
transactions.

AKA at a glance
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Report of the Supervisory Board

Report of the Supervisory Board

Michael Schmid
Chairman of the Supervisory Board

AKA continues

to grow

AKA had another remarkably good fiscal
year in 2018 with a high degree of growth
momentum. AKA embraced the changes
brought about by an overall challenging
market environment. The Supervisory
Board kept a watchful eye on reactions to
changing country risk profiles, regularly
discussed AKA's response capability and
market positions, and took decisions on
these matters.

As a result, AKA achieved its growth
objectives and exceeded them in some
areas, and this has a positive impact on
portfolio volume, portfolio quality and
earnings performance. AKA continues to
grow. The Supervisory Board approved the
specific characteristics of AKA as a comple-
mentary specialist credit institution whose
management has a clearly defined and
focused product policy.

Over the course of several "strategy dis-
cussions" that management conducted
with the Supervisory Board's Risk Commis-
sion, the cornerstones of the policy were
reviewed and fine-tuned to allow AKA to
increase the scale of its growth in terms

of business volume, earnings and capita-
lisation in subsequent years. These activi-
ties, coordinated with the Supervisory
Board, constitute the basis for the develop-
ments discussed in the section entitled
"Digitalisation, Innovations and
Automation".

Fundamental ideas about a digitalisation
strategy were discussed closely with
management, asking the question "what
role could and should AKA possibly play in
the future on the market and in the interest
of its shareholders?". To this end, AKA is
developing digital solutions in export
financing that will provide support to
shareholder banks. For the small-ticket
segment, i.e. small-scale Hermes-covered
buyer credits, AKA has developed a digital
portalin its pilot phase that is the first
component of a digital platform. The
Supervisory Board was briefed about the
progress of this project in several
meetings.

The 2019-2021 Multi-Year Business Plan,
discussed and approved by the Supervisory
Board, has sections about growth planning,
impetus for growth and digitalisation strat-
egy. AKA has approved a separate, multi-
year budget for innovation and investment
because of the need to direct its processing
capabilities and procedures even more to-
wards automation.

The Supervisory Board reviewed and as-
sessed beforehand whether AKA's regula-
tory governance and IT infrastructure are
equipped to cope with the planned busi-
ness growth and the digital requirements.



Tasks of the Supervisory Board
In fiscal year 2018, the Supervisory Board
held five meetings as well as the Risk Com-
mission. In addition three strategy discus-
sions about preparing the agenda of the
Supervisory Board's regular meetings were
held by the expanded Risk Commission.

Thus in fiscal year 2018, the Supervisory
Board carried out its duties correctly as set
forth by law, the company's articles of
association and rules of procedure, and
supervised the Management of AKA
Ausfuhrkredit-Gesellschaft mbH in a timely
and regular manner, providing advice re-
garding the bank's further strategic
development.

The work of the Supervisory Board included
the following reports:

- periodic risk and controlling reports plus
topic- and event-based reports from
management

- reports from the internal audit team,
money laundering officer, compliance
officer and central office

- management notifications regarding the
progress and outcome of the annual su-
pervisory meeting with the Deutsche
Bundesbank and the German Federal
Financial Supervisory Authority (Bundes-
aufsicht fir Finanzdienstleistungen/
BaFin) as well as the result of the credit
assessment by GBB-Rating Gesellschaft
flr Bonitatsbeurteilung mbH, Cologne

— documents from the auditors (KPMG) in
connection with their audit of the annual
financial statements

All members of the Supervisory Board were
given sufficient opportunity to scrutinise
these reports in all cases.

Attendance at the Supervisory Board meet-
ings was 98 %. The Chairman of the Super-
visory Board and the Management also en-
gaged in the regular exchange of informa-
tion outside the meetings. The Supervisory
Board was informed of important develop-
ments no later than the respective next
meeting.

Report of the Supervisory Board

Subjects

The Supervisory Board held regular discus-
sions about the development of significant
financial risks as well as risk, liquidity and
capital management. The Board also dealt
with the Management of non-financial
risks and made use of the reports from the
internal audit team, compliance officer,
money laundering officer and central office
for this purpose. Operating in an environ-
ment increasingly shaped by digitalisation,
the Supervisory Board was also informed
about AKA's IT infrastructure.

Due to AKA's role as a specialist credit in-
stitution for trade and export finance fo-
cusing on emerging markets, credit and
country risks are particularly important for
the Supervisory Board. In particular, both
the Risk Commission and the Supervisory
Board received reports about the develop-
ment of individual country portfolios during
the course of the year and discussed risk
policy with management.
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Treasury-related topics such as liquidity
management and the refinancing of AKA
were discussed in detail at the meetings of
the Risk Commission and the Supervisory
Board. The committees received regular re-
ports about the composition and maturities
of borrowings. Against the backdrop of busi-
ness growth, funding was considered a
high-priority topic in the reports.

Treasury activities meet the requirements
imposed by the business growth of AKA
and by interest rate and equity markets.
Regulatory requirements are met and the
relevant key indicators are reported to the
Supervisory Board.

The Risk Commission and the Supervisory
Board regularly dealt with the risk bearing
capacity (RBC) of AKA at its meetings. The
main topics covered in these meetings
were the implementation of regulatory
requirements with regard to interest rate
risks as well as the establishment of AKA-
related requirements imposed by BaFin's
RBC guidelines.

The Risk Commission held in-depth discus-
sions of the bank's risk strategy. This strat-
egy covers all aspects of risk management
and is continuously refined to address cur-
rent developments and conditions.

Individual product groups, business oppor-
tunities and revenue optimisation from the
perspective of risk/return ratio were dis-
cussed during the Supervisory Board's
meetings with management. Continuing
the growth strategy as well as the impor-
tance and opportunities of digitalisation
for AKA were considered paramount.

The 2018 plan was very ambitious in terms
of increasing new business transactions,
net earnings and operating profit. In terms
of financing products, particular emphasis
was placed on ECA-covered financing. At
its meeting on 22 February 2018, the Su-
pervisory Board discussed and approved
the plan.

Fiscal year 2018 also saw the discussion
and adoption of a new Multi-Year Business
Plan (MBP) that will cover the 2019-2021
period. The MBP is based on the continua-
tion of AKA's adopted strategy. The MBP
also envisages considerable business
growth in all financing divisions of AKA,
with particular emphasis on the increase
in long-term ECA-covered financing in the
loan portfolio. Net earnings from the loan
business as well as operating profit in-
crease from year to year.

The MBP has earmarked an extensive inno-
vation and investment budget.

Capital planning shows that AKA has risk
bearing capacity over the period covered
by the plan. The minimum capital ratios
required by regulatory authorities are ad-
hered to even under adverse conditions.
The MBP was reviewed with the Risk Com-
mission as part of a strategy discussion,
and was discussed and approved by the
Supervisory Board at its meeting on

6 December 2018.

The Supervisory Board received reports
about the internal control system with re-
spect to the regulatory governance of AKA.
The Board also dealt with the implementa-
tion of requirements under the German
Remuneration Ordinance for Institutions
(Institutsvergltungsverordnung/Instituts-
VergV).



Commissions

The Supervisory Board's work is supported
by committees that develop decision-
making presentations or recommendations
in preparatory meetings and report on their
work to the overall body. The committees
thus make an active contribution to the
Supervisory Board's work. Attendance at
committee meetings was 87 %.

Risk Commission (RC): The RC met five
times over the course of the fiscal year in
preparation for Supervisory Board meet-
ings. The Supervisory Board was given
comprehensive information about the
agenda and results at the meetings held
immediately afterwards and received RC
recommendations with regard to
resolutions.

The RC received regular extensive reports
about the loan portfolio, the risk/return
profile and the development of individual
country portfolios. The RC received reports
about market price, liquidity and opera-
tional risks, and dealt with AKA stress test
scenarios covering all material risks. The
RC discussed the bank's risk strategy.

The Risk Commission's strategy discus-
sions with management in 2018 were par-
ticularly important. The strategy discus-
sions take place using a format selected
by the RC and the strategic direction and
future issues are discussed with manage-
ment. The Supervisory Board receives re-
ports about the content of these strategy
discussions and receives minutes of the
meetings for its approval.

Atotal of three strategy discussions took
place in 2018. The topics discussed were:

AKA's growth trajectory, multi-year busi-
ness and capital planning, small-ticket de-
velopment, digitalisation, development of a
platform strategy, and the investment and
innovation budget.

Compensation Control Committee (CCC):
The CCC held five meetings in 2018 in prep-
aration for the Supervisory Board meet-
ings. The Chairman of the committees re-
ported to the Supervisory Board about the
content of the meetings.

In its meetings, the CCC dealt with, among
other things, the staff structure of AKA and
the budget for bonus payments, taking into
account the achievement of goals in 2018.
The drafting of agreements on objectives
and the structure of the management bo-
nus scheme were reviewed, with the latter
now being based on trend information over
a 3-year period. The CCC also received re-
ports about the implementation of require-
ments arising from the German Remunera-
tion Ordinance for Institutions.

The CCC also dealt with the structure of
compensation for the Supervisory Board.
With regard to the 2018 reorganisation of
the Supervisory Board for a new 3-year pe-
riod, the CCC recommended that the struc-
ture of compensation for the Supervisory
Board for the entire period of appointment
be reorganised as well. The proposal,
based on a benchmark study from the pre-
vious year and opinions on regulatory gov-
ernance, was initially discussed at the Su-
pervisory Board meeting on 10 April 2018
and it was consequently recommended
that the shareholders' meeting approve it.

Report of the Supervisory Board
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At the shareholders' meeting on 10 April
2018, the majority of shareholders were in
favour of the recommendation and the cor-
responding amendment of AKA's articles

of association.

Nomination Committee (NC): The NC met
three times. The Chairman of the commit-
tees reported to the Supervisory Board
about the content of the meetings.

At its meeting on 22 February 2018, the NC
carried out an evaluation of management
pursuant to section 25c of the German
Banking Act (Kreditwesengesetz/KWG) and
an assessment of the Supervisory Board
pursuant to section 25d of the KWG.

Personnel changes

The three-year term of office of the Super-
visory Board ended on 10 April 2018. Mem-
bers of AKA's Supervisory Board are ap-
pointed based on provisions of the consor-
tium agreement and articles of association
of AKA as well as the nomination proce-
dures. With regard to the regular reorgani-
sation of the Supervisory Board in 2018, the
following Supervisory Board staff changes
were made, effective 10 April 2018:

— Mr Philipp Reimnitz, UniCredit Bank AG,
left his position as a full member of the
Supervisory Board. UniCredit Bank ap-
pointed Mr Thomas Dusch as his
successor.

- Mr Max Niesert, Portigon AG, also va-
cated his position as a full member of the
Supervisory Board. His committee duties
were taken over by the deputy member,
Mr Georg Lucht, Erste Abwicklungs-
anstalt. Erste Abwicklungsanstalt ap-
pointed Dr Hartmut Schott as the suc-
cessor to the previous deputy member.

— Ms Diana Haring resigned from the Su-
pervisory Board as the representative of
Landesbank Hessen Thiringen Giro-
zentrale as the latter is no longer repre-
sented on AKA's Supervisory Board.

- Hamburg Commercial Bank AG joined the
Supervisory Board as a new representa-
tive. This bank appointed Mr Yoram
Matalon as a full member and Ms Jutta
Arlt as a deputy member.

— Mr Sascha Handler, Landesbank Berlin
AG, vacated his position as a deputy mem-
ber of the Supervisory Board. Ms Béatrice
du Hamél was appointed as his
successor.

Effective 30 September 2018, Mr Georg
Lucht, Erste Abwicklungsanstalt, vacated
his position as a full member of the Super-
visory Board. Dr Hartmut Schott, a previous
deputy member, was appointed as his suc-
cessor and as a fullmember of the Supervi-
sory Board effective 1 October 2018. The
deputy's seat remains vacant.



At its inaugural meeting on 10 April 2018,
the Supervisory Board elected Mr Michael
Schmid as the Chairman, Mr Werner
Schmidt, Deutsche Bank AG, as First Vice
Chairman, Mr Thomas Dusch, UniCredit
Bank AG, as Second Vice Chairman and Mr
Alexander von Dobschiitz, Deutsche
Kreditbank AG, as Third Vice Chairman. The
following committees were also formed:
Compensation Control Committee, Nomi-
nation Committee and Risk Commission.

The audit and approval of

the financial statements for
fiscal year 2018

The firm appointed as auditor further to the
shareholder resolution of 10 April 2018 -
KPMG Wirtschaftsprifungsgesellschaft,
Frankfurt/Main, Germany - audited the an-
nual financial statements for fiscal year
2018, the accounts and the management re-
port, and issued a clean audit certificate.

The Supervisory Board acknowledged the
audit result with approval. Following the
conclusive result of its own audit, the Su-
pervisory Board approved the annual fi-
nancial statements giving rise to this re-
sult. It agrees with the proposal of man-
agement concerning the use of the
balance sheet profit.

Thanks

The Supervisory Board would like to thank
management and staff members of the
bank for their outstanding dedication and
work in 2018. The bank has once again
achieved a good result in terms of market
position and figures.

In close cooperation with the Supervisory
Board, fundamental decisions were taken
in 2018 for the continued development of
AKA's strategy. There are also good pros-
pects for AKA's operating business for the
coming year.

Frankfurt/Main, April 2019

The Supervisory Board of AKA
AusfuhrkreditsGesellschaft mbH

C
/% 4/
Mich#el Schmid
(Chairman)

Report of the Supervisory Board 11
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Michael Schmid
Economist
Kénigstein/Taunus
- Chairman -

Werner Schmidt
Managing Director
Deutsche Bank AG,
Frankfurt/Main

- First Vice Chairman -

Thomas Dusch
Senior Vice President
UniCredit Bank AG,
Munich

- Second Vice Chairman -
as of 10 April 2018

Philipp Reimnitz
Executive Vice President
UniCredit Bank AG,
Hamburg

- Second Vice Chairman -
until 10 April 2018

Alexander von Dobschtitz
Board Member

Deutsche Kreditbank AG,

Berlin

- Third Vice Chairman -

Michael Maurer

Senior Vice President
Landesbank Baden-Wirttemberg,
Stuttgart

Dr. Hartmut Schott
Executive Director

Erste Abwicklungsanstalt,
Disseldorf

as of 1 October 2018

Georg Lucht
Executive Director

Erste Abwicklungsanstalt,
Disseldorf

as of 10 April 2018

until 30 September 2018

Max Niesert
Managing Director
Portigon AG,
Dusseldorf
until 10 April 2018

Winfried Miinch
Direktor der DZ BANK AG
Deutsche Zentral-
Genossenschaftsbank,
Frankfurt/Main

Deputy Members Full members

Yoram Matalon
Managing Director
HSH Nordbank AG,
Hamburg

as of 10 April 2018

Jeannette Vogelreiter
Managing Director
Commerzbank AG,
Frankfurt/Main

Frank Schiitz
Director

Deutsche Bank AG,
Frankfurt/Main

Inés Liidke
Managing Director
UniCredit Bank AG,
Munich

Sandra Gransberger
Head of Internal Audit

0DDO BHF Aktiengesellschaft,
Frankfurt/Main

Knut Richter
Director

Landesbank Berlin AG,
Berlin

Florian Seitz
Director

Bayerische Landesbank,
Munich

Nanette Bubik

Vice President

Landesbank Baden-Wdirttemberg,
Stuttgart

TBA

Dr. Hartmut Schott
Executive Director

Erste Abwicklungsanstalt,
Dusseldorf

as of 10 April 2018

until 30 September 2018

Georg Lucht
Executive Director

Erste Abwicklungsanstalt,
Dusseldorf

until 10 April 2018

Manfred Fischer
Direktor der DZ BANK AG
Deutsche Zentral-
Genossenschaftsbank,
Frankfurt/Main

Deputy Members

Jutta Arlt
Department Head
HSH Nordbank AG,
Hamburg

as of 10 April 2018

Diana Haring

Vice President

Landesbank

Hessen-Thiringen Girozentrale,
Frankfurt/Main

until 10 April 2018

Birgitta Heinze

Direktorin

0DDO BHF Aktiengesellschaft,
Frankfurt/Main

Béatrice du Hamél
Director

Landesbank Berlin AG,
Berlin

as of 10 April 2018

Sascha Handler
Director

Landesbank Berlin AG,
Berlin

until 10 April 2018



Shareholders

Bayerische Landesbank, Munich

Commerzbank AG, Frankfurt/Main

DekaBank Deutsche Girozentrale, Frankfurt/Main

Deutsche Bank AG, Frankfurt/Main

DZ BANK AG Deutsche Zentral-Genossenschaftsbank, Frankfurt/Main

Erste Abwicklungsanstalt, Disseldorf-MUnster

HSH Nordbank AG, Hamburg

IKB Deutsche Industriebank AG, Disseldorf

KfW IPEX-Bank GmbH, Frankfurt/Main

Landesbank Baden-Wiirttemberg, Stuttgart

Landesbank Berlin AG, Berlin

Landesbank Hessen-Thiringen Girozentrale, Frankfurt/Main-Erfurt
Norddeutsche Landesbank Girozentrale, Magdeburg-Braunschweig-Hannover
Oldenburgische Landesbank AG, Oldenburg, as of 31 August 2018

0ODDO BHF Aktiengesellschaft, Frankfurt/Main

Skandinaviska Enskilda Bank AB, Stockholm/Sweden, as of 4 January 2018 Shareholders 13

UniCredit Bank AG, Munich Executive Directors

Executive Directors

Beate Bischoff
Frankfurt/Main

Marck Wengrzik
Frankfurt/Main



“From an early age

| have been inspired

by my parents’ passion for art.
Over the years | have learnt

to make that passion my own.
Art is something

you must live to fully enjoy."
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1. Significant market developments in 2018

The trenches

Marck Wengrzik,
Executive Director,

AKA Ausfuhrkredit-Gesellschaft mbH

are getting deeper:
trade conflicts, sanctions,

currency crises

and signs of recession

Allin all, against a backdrop of global
political developments, 2018 can be
regarded as a continuation of the process
of division. The only thing new is the strong
symbolism of the trade dispute, which
makes the conflict-ridden side of interna-
tional relations abundantly clear.

Politics held sway over stock exchanges
throughout the entire year. Conflicts and
elections affected share prices and curren-
cies. We are of course talking primarily
about the trade dispute with China and the
EU initiated by US President Trump. ltaly's
debt discussions with the EU, the elections
in Brazil, the currency crisis in Turkey and
the continuing tough Brexit negotiations
were also significant factors'.

2018 was also a year in which many eco-
nomic hopes were dashed. In May, for
example, the US withdrew from the Iran
Nuclear Deal. Qil prices reacted immedi-
ately, with the price of oil approaching
the 80-dollar mark’.

Argentina offers another example of the
prevailing trend. In September 2018, the
peso lost more than half of its value retro-
spectively since the beginning of the year
and inflation hit more than 30 %. The gov-
ernment had to ask for help from the Inter-
national Monetary Fund (IMF).

Management Report

The IMF it was, also, that urged more inter-
national cooperation at the end of the year.
It said that multilateral cooperation was
more important than ever as countries had
less latitude than they did before the 2008
financial crisis to implement countermea-
sures in the event of a significant global
downturn’,

The loose ends in the trade conflict bet-
ween the EU and the US, in particular, are
important to the German market and AKA's
business development. After the punitive
tariffs imposed on steel and aluminium
shipments in March 2018, US President
Trump repeatedly threatened to impose tar-
iffs on European automobiles. This is
another significant uncertainty that the
automotive industry has to fight against.
The sword of Damocles represented by the
car tariffs is not yet completely off the
agenda in spite of the personal discussions
held by German manufacturers with

Mr Trump.

17
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With the international tariff disputes and
the prospects of a hard Brexit, the corpo-
rate environment is becoming considerably
tougher. We should not forget that, as one
of the largest export markets, the UK is
very important to the German economy. If
we take this into consideration, then the
growth momentum in 2018 can be des-
cribed as disappointing. Even with the pre-
vailing circumstances in Germany, few posi-
tive developments can be seen in 2018.
This can easily be underlined using infra-
structure as an example. For such a highly-
developed country as Germany, the trans-
port situation in all sectors - trains, auto-
mobiles, aeroplanes - is deteriorating.
Sooner or later this will have a dampening
effect on economic output if costs, idle
facility costs in particular, have to go up.

Another topic that continued to be in focus
in 2018 was the issue of sanctions.
Whether they apply to Iran, Turkey or Rus-
sia, sanctions create greater uncertainty
and have already led to a noticeable down-
turn in investments.

In this context, we present this year's guest
contribution article within the annual re-
port, which also deals with conflict-ridden
trade policies and their consequences:

The article, written by Prof. Dr Erdal Yalcin,
Professor of International Economics at
Konstanz University of Applied Sciences,
Department of Business, Cultural and Legal
Studies, addresses the topic "Uncertain
times for the global economy - Time for a
clear commitment to the transatlantic eco-
nomic model".

His explanations tie in with the debates
that dominated 2018 on the trade conflicts
and the renunciation of free global trade:
After over 60 years, the previously suc-
cessful, competition-based global eco-
nomic model is at a crossroads. Professor
Yalcin outlines how this critical moment is
reflected not only in theoretical economic
debates but can also be seen in the reces-
sions that are becoming increasingly likely
at a national and global level.

Economic framework conditions and the
consequences for the Trade Finance mar-
ket: The world as a whole was tougher and
more volatile at the end of 2018. With
respect to purely economic developments,
2018 turned out to be less spectacular: the
global economy grew by 3.7 % in 2018, but,
according to IMF forecasts, a slowdown to
3.5% is to be expected in 2019°.

The trade conflict, already talked about

here several times, should also be the first
thing to be mentioned when it comes to fun-
damental conditions for the Trade Finance
market. Fears of a weaker global economy
put pressure on commodity markets in

2018. The persisting trade conflict between
the US and China as well as between the

US and the EU dampened expectations of
growth prospects in national economies.
Uncertainty about the consequences of the
conflict had a negative impact on global
demand for commodities, and prices — espe-
cially on the crude oil market — dropped as
aresult.

The HWW!I Commodity Price Index fell by
9.5 % in December 2018. Thereby, com-
modity prices dropped considerably again
in the last month of 2018, although less
sharply than in November. The total index
decreased to 112.9 points and thus was

4.8 % lower compared to the previous year.
The most significant loss was in the Energy
Commodity Index. It decreased by a
monthly average of 10.5 %",



Developments in the commaodity markets
thus encouraged good economic growth in
Germany in 2018.

While the US Federal Reserve reacted to
the positive economic development in the
US over the course of the year by gradually
raising key interest rates in three steps, the
European Central Bank remained largely to
its direction adopted in 2015 and pursued in
2016. In 2017, with the announcement that
it would only buy bonds worth EUR 30 bil-
lion per month starting in January 2018, it
merely initiated a cautious turnaround in
monetary policy.

Since September 2018, the ECB has reduced
its monthly purchase volume from the cur-
rent EUR 30 billion to EUR 15 billion, as part
of its quantitative easing strategy. Net pur-
chases are to end in 2019. No associated
effects on interest rates are expected

in 2019.

In view of possible recessionary trends in
2019, the US has thus created more leeway
for itself to be able to react to a weakened
global economy.

The high liquidity continuing to result from
the ECB's monetary policy also led to a fur-
ther, although still very moderate, decline
in Euribor rates in 2018. As a result, the
6-month Euribor rate fell to -0.266 %°.

Focus on AKA's business development:
The EMEA syndication market most rele-
vant to AKA experienced a slightly positive
development in terms of volume in 2018
compared to the previous year’ coupled
with increasingly stringent terms and
conditions®.

However, AKA's activities in this sector
diminished slightly compared to the previ-
ous year (also due to risk-related restraint
on the syndication market for Turkish

Fl risks).

The volume covered by Hermes performed
very positively in 2018, increasing by 17 %”.
This strong trend is also partly due to AKA's
performance, which resulted in an excel-
lent total business volume of EUR 2,022 bil-
lion in fiscal year 2018, thus achieving sig-
nificant growth of 31 % compared to the
2017 business volume. With regard to Her-
mes-covered transactions and the average
increase of 31 % in new business, AKA's
growth was therefore considerably higher
than the trend in Hermes coverage com-
pared to that of the previous year. This is
due to an abundance of opportunities for
financing amongst non-shareholder part-
ners and to a greater focus on ECA-covered
project financing.

Management Report 19

"At times of growing customer
demands, digital competitors
and an increasingly complex
regulatory system, one thing
In addition, AKA made excellent use of
short-term offerings in 2018, especially
sub-participations in LCs, and was able to
generate a much better volume of business
amounting to EUR 542 million compared to
the previous year.

invariably becomes essential
for competitive ability and

sustainable growth:

Digitisation in the

banking sector."

At times of growing customer demands, dig-
ital competitors (current buzzword: Fintec)
and an increasingly complex regulatory sys-
tem, one thing invariably becomes essen-
tial for competitive ability and sustainable
growth: digitisation in the banking sector.
Banks in Germany have recognised the deci-
sive role that digitisation will play. By 2020,
the top 50 German private and corporate
customer banks intend to invest up to EUR

6 billion in digitisation initiatives".
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Also AKA focused its digitisation efforts in
2018 by already expanding its services:

As a specialist credit institution focusing on
ECA financing, AKA feels responsible for
offering sustainable solutions for small-
scale Export Financing. To this end, AKA has
created its own new team of employees to
offer an IT-supported, digital product solu-
tion. The new online solution for financing
requests is called SmaTiX (Small Ticket
Express). In 2018, the pilot phase was able
to commence with the cooperation of
shareholders, Euler Hermes credit insur-
ance and the export industry. During this
test phase, a group of select exporters is
working with AKA on further optimising the
portal. The vision: AKA is using SmaTiX to
develop the central processing platform for
Export Financing in the small-ticket seg-
ment.

With the planned 2019 enhancement of
reciprocally integrating SmaTiX and
Click&Cover, the online coverage request
platform of Euler Hermes, AKA will take one
step towards the world of API banking (Ap-
plication Programming Interface Banking).
Through APIs, data and functionalities of
existing applications, such as online bank-
ing platforms, can be utilised by third-party
providers. This will facilitate the easy and
quick integration of data or banking func-
tionalities into third-party applications and
services, and vice versa.

The market-related challenges also made
it increasingly clear in 2018 how important
itis to place AKA on a broader footing as
part of its development and growth oppor-
tunities.
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2. New business developments in 2018

A very good
result for the
year 2018

In fiscal year 2018, AKA recorded a very
good business volume of EUR 2,022 million,
thus attaining significant growth of 31 %
compared to 2017. Earnings from new busi-
ness once again reached a historic high of
EUR 13.4 million.

The following developments were of par-
ticular significance in fiscal year 2018:

AKA was particularly successful in its core
business: ECA-covered financing. The busi-
ness volume of EUR 938 million is well
above target and the previous year despite
high market liquidity.

The Structured Finance and Syndication
department (SFS) is responsible for Fl desk
products, structured finance (including
receivables) and syndicated trade loans.
Awelcome but differentiated picture once
again emerged here in fiscal year 2018:

In the short-term segment, the business
volume for risk participations in letter of
credit confirmations and related products
recorded significant growth. This business
line succeeded in closing deals well above
target and the previous year in terms of vol-
ume and earnings.

"The shareholder banks again

made extensive use of AKA's
services in the ECA-covered
segment in 2018, thus

displaying a clear show of

confidence in its high-quality

expertise and partnership."

While the growth gained in volume in
structured finance was very satisfactory,
earnings did not match the increase in busi-
ness volumes due to the very high liquidity
in the market and the corresponding lower
prices.

The previous year's result for syndicated
trade loans (STL) was exceeded only in
terms of earnings in the course of a fiscal
year that was again characterised by low
willingness to place out on the part of the
market. However, the previous year's vol-
ume was just below the previous year's
level.

Management Report

The largest share in the product portfolio
of new business at 46 % was fortunately
achieved by AKA with its profitable anchor
product: participations in ECA-covered
buyefs credits (2017: 43.9 %). Second place
was taken by risk sub-participations in let-
ter of credit confirmations and related prod-
ucts. The numbers and volumes attained in
this segment increased their share of new
business to 27 % (2017: 23.9 %). This was
followed by participations in syndicated
trade loans with a volume of 15 %. The pro-
portion of structured financing remained at
the level of the previous year (9.5 %) at

9 %. Participations in non-recourse for-
faiting increased to 2 % in terms of share
(2017:1.8 %). The proportions of other
product groups such as guarantees, ad-
vance payment financing or other types of
financing are negligible, just as in the
previous year.
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2.1 New business developments
in detail
ECA-covered buyers' credits - intensive
use of AKA's expanded service range: The
shareholder banks again made extensive
use of AKA's services in the ECA-covered
segment in 2018, thus displaying a clear
show of confidence in its high-quality
expertise and partnership.

At EUR 938 million (2017: EUR 675 million),
the volume of AKA's proportion of contracts
concluded is well above the level of the pre-
vious year.

Most of the commitments were again made
in cooperation with the German ECA Euler
Hermes. Financing was also conducted
with other European ECAs.

In this context, in 2018 AKA further rein-
forced its refinancing capabilities using

refinancing programmes from European
export credit agencies.

The participation in ECA-covered project
financing, systematically initiated in 2016,
was successfully continued. Some highly
interesting major transactions are already
being envisaged for subsequent years. AKA
has specially trained and experienced
employees for this segment.

The focus of AKA's business activity is on
cooperation with its shareholder banks. In
addition, AKA is also cooperating in all
product lines with selected banks with a
good international reputation. This part of
business was equally stable. However,
some core AKA activities continue to be
available exclusively to shareholder banks.

The vast majority of transactions in the ECA
segment are concluded bilaterally directly
with the foreign importers on the basis of
individual credit agreements.

New business by
main product groups (AKA share)
in percent
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M ECA-covered buyers' credits
| Syndicated Trade Loans
Structured Finance
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Supply Chain Finance

Fl desk activities, which are mainly risk
participations in LC's of AKA's partner
banks, were consolidated in the SFS
department during the course of the fiscal
year. The expected synergies, especially in
terms of market contacts, were realized
within a very short time. The business vol-
ume in this segment increased significantly
to EUR 542 million and is thus far above tar-
get and the previous year. In this product
segment, AKA participates solely in silent
risk sub-participations in LC's, bank guar-
antees or related products mainly with
terms of less than one year. AKA's partner-
ship with the European Bank for Recon-
struction and Development (EBRD) in its
Trade Facilitation Programme continued to
develop positively during the course of the
fiscal year.



Structured financing: The volume of new
business rose to around EUR 244 million
exceeding the previous year's volume. The
sanctions imposed on Russia by the US and
the EU led to a noticeable decline in pre-
export finance (PXF) transactions, tradition-
ally a very important market segment for
AKA. Newly concluded SFS financing deals
primarily involve participations in commod-
ity-based transactions. As a result this seg-
ment more than compensated for the
decline in business with Russia.

Syndicated Trade Loans (STL): Borrowers
are mostly banks maintaining a system-
relevant position in their countries and
major international trading houses with

a first-class reputation.

The trade-related syndication market rele-
vant to AKA once again demonstrated a
slump in volumes in 2018, coupled with high
completion in terms and conditions. Turkey's
short-term Fl business, which is important
for AKA, was characterised by very intense
competition in early 2018, despite the con-
tinuing unfavourable political development.
Despite these difficult conditions, earnings
of EUR 5.7 million were up on the previous
year's level, whereas the volume of business
transacted was only slightly down on the
previous year.

2.2 Total commitments

AKA's total commitments performed well as
of the reporting date of 31 December 2018,
rising to around EUR 5.8 billion (previous
year: EUR 4.9 billion). This total includes
AKA's and its shareholder banks' loan vol-
ume as well as receivables held in trust

by AKA.

2.3 Good prospects for AKA's
new business for 2019

AKA expects the strong market position of

the European export economy to continue

in 2019.

In the long-term financing segment, AKA's
new business will continue to concentrate
in terms of volume on ECA-covered trans-
actions for European exporters. In particular,
major transactions and project financings
are characterised by longer development
times and an implementation date not
always amenable to precise planning. As a
result, AKA expects to conclude a number of
substantial transactions in the first half of
2019. These have already gone through the
preparatory stages in the previous fiscal
year. Apart from large-volume, mostly
financed in a consortium, AKA is also avail-
able to its shareholders and partners for
medium-sized transactions on a bilateral
basis.

As a specialised credit institution focusing
on ECA financing, AKA feels responsible for
offering sustainable solutions for small-
scale export financing as well. This objective
also enjoys support amongst the share-
holder banks. This challenge was one of the
focal points in the previous fiscal year. To
this end, AKA hired a new team to design an
IT-supported, digital product solution. This
topic will continue to be also a focal activity
in the fiscal year 2019. In this product devel-
opment AKA cooperates closely with its
shareholders, Euler Hermes credit insurance
and the export industry.

The Structured Finance, FI Desk and STL
product divisions were successfully com-
bined under the SFS department.
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"Diversification of the port-
folio will be a priority for

the coming year."

24 Management Report

The Structured Finance product division
pursues together with its partner banks
financing for commodity traders and pro-
ducers. These financing deals include
secured structures (PXF, borrowing base,
reserved base lending) plus short-term
working capital financing (revolving credit
facilities). Individual forfaiting transactions
as well as large, uncovered guarantee
transactions are set up for our group of
borrowers. The excess demand for good,
financeable assets will continue in 2019,
keeping margins low and further easing
structural requirements. The PXF Russia
market, traditionally an important business
for AKA, will decline because of the ongoing
US and EU sanctions, and repaid transac-
tions will not be re-established or will only
be partially re-established. AKA continues
to plan for the expansion of the group of
partner banks beyond the group of share-
holder banks.

In the silent sub-participations segment of
LCs, AKA is consolidating its cooperation
with the syndication desks of shareholder
and non-shareholder banks. The goal is to
achieve an even more active utilisation of
AKA's country and address limits.

The STL division generally focuses on
short-term, trade-related syndicated loans
for banks. Against the backdrop of the per-
sistently problematic development on the
Turkish FI market, it remains to be seen
how far AKA financing can continue in this
important STL market, even if the risk per-
spective and the selection of borrowers
were to turn out to be fortunate. Diversifi-
cation of the portfolio will be a priority for
the coming year.

Given the excellent 2018 results following
the consistent expansion and intensifica-
tion of cooperation with shareholder and
further partner banks, AKA will make every
effort, through its reconstituted SFS divi-
sion, to continue refining its profile as an
reliable partner. The team is confident to
achieve the goals of the business plan.

AKA recorded a historically high level of
business volume and earnings last year.
Due to the good deal pipeline, the active
and mutually supportive cooperation with
its partners and the well-diversified limit
and product structure, AKA sees compara-
ble prospects for 2019.



3. AKArisk report 2018

3.1 Aims, principles and structure
of risk management
Corporate aims of AKA: AKA's primary goal
is to participate in the loan business pre-
dominantly brought by its business part-
ners on the basis of appropriate analysis.
In the course of the expansion in loan busi-
ness planned as part of its business policy,
high-quality standards are being set in
order to avoid, for example, unreasonable
risk concentrations. AKA controls and moni-
tors its risks with the aim of structuring its
risk and income profile in the optimum man-
ner and thus at the same time guarantee-
ing the necessary risk bearing capacity at
alltimes.

Business activities:

AKA

- is a specialised credit institution active in
the sector of short-, medium- and long-
term Trade and Export Financing with a
focus on emerging markets;

- acts as a complementary institution, i.e.
in line with its business partners and not
as a competitor. It acts primarily at the
request of its shareholder banks. In prin-
ciple, AKA may also participate in financ-
ing from non-shareholder banks, but with
certain exclusive activities reserved for
the shareholder banks;

- offers administration services, in addition
to its loan business, primarily for ECA-
covered buyers' credits;

- is also active in purchasing and adminis-
tering debt restructuring receivables.

Treasury activities:

AKA

- is a non-trading book institution and, in
accordance with its authorisation, does
not conduct any "deposit and savings
deposit business";

- refinances itself using its own funds, refi-
nancing lines from shareholder banks

and through third parties and can, in the
interest of diversifying its refinancing
sources, also borrow funds directly on
the capital market depending on the
effort and costs required;

- is only active in treasury insofar as it is
necessary for refinancing its loan busi-
ness and ensuring liquidity or complying
with regulatory conditions;

- strives to minimise interest rate changes
and currency risks through appropriate
refinancing or corresponding security
transactions.

Risk policy: The proactive risk policy relat-
ing to overall bank management includes
all measures for scheduled and targeted
analysis, control and monitoring of all of
the risks incurred. It is AKA's business pol-
icy first and foremost to limit credit default
risks associated with the key business field
of trade and export finance.

Risk management principles: The Manage-
ment sets the policy guidelines for all de-
tectable risks, taking the risk bearing capa-
city into account on the basis of an analysis
of the initial position in terms of business
policy and of an assessment of the oppor-
tunities and risks associated with the loan
business. These are documented in the risk
strategy which encompasses all major risk
types. The appropriateness of this strategy
is checked annually by the Management
and, if necessary, updated accordingly in
consultation with the Supervisory Board
(SB). It falls within the overall responsibility
of the Management to ensure that the risk
conceptis integrated throughout the
organisation and that risk-awareness is
firmly anchored in the company's culture.
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"AKAis a specialised credit
institution focused on
international trade-related
Financing and risk assumptions
and does not operate any

retail or mortgage business."
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This is ensured by means of an adequate
structural and procedural organisation. The
responsibility for the successful implemen-
tation of the risk policy determined by Man-
agement is predominantly held by the
Credit Risk Management (CRM), Export and
Agency Finance (EAF), Structured Finance
and Syndication (SFS), Portfolio Manage-
ment (PM) and Treasury (TSY) depart-
ments, which are entrusted with the loan
business.

Risk strategy: The risk strategy is based
on the principles of MaRisk and contains
detailed provisions on all major aspects of
risk management such as risk bearing
capacity, risk management, stress tests,
early warning indicators plus the principles
for calculating risk provisions and the risk
inventory covering all risks.

Risk bearing capacity: An active risk policy
or overall bank management incorporates
all activities involving the scheduled and
targeted analysis, management and con-
trol of all risks incurred with the aim of
ensuring the bank's risk bearing capacity
at all times.

As part of risk management, the bank has
established limits using the limit system
based on the available equity capital for all
major risks; respectively defined individual
limits.

Risk bearing capacity is calculated based
on regulatory requirements and in line with
normative and economic aspects. The nor-
mative calculation reviews compliance
with the required regulatory minimum
capital ratios.

Adverse developments are also taken into
consideration during medium-term capital
planning. In terms of economic aspects, the
bank's risk bearing capacity is calculated
based on regulatory requirements. In this
case, the following must be adhered to:

risk coverage amount = present value/
approximate present value risk potential

Risk bearing capacity is calculated every
month by the Finance (FI)/Team Controlling
department which monitors compliance
with regulatory requirements and risk
limits.

Furthermore, stress tests are carried out
regularly for all significant risks as part of
the risk bearing capacity calculation that is,
for credit default risk, market price and
liquidity risks and operational risks. The sce-
narios used as the basis for the stress tests
are reviewed at least once a year in terms
of their appropriateness, depending on the
market development relevant to AKA or
other requirements, and these scenarios
are adjusted if necessary. The Management
is notified about the outcomes of the check
or update by the Finance/Team Controlling
department as part of regular risk report-
ing (risk report). The Supervisory Board is
not only kept informed by management of
the outcomes of stress test calculations as
part of regular risk reporting but is also
involved in assessing the selection and
appropriateness of the stress test
scenarios.

The defined limits are reviewed during the
periodic evaluation of the risk strategy.
Once a year, a risk inventory of all relevant
risks is drawn up. The 2018 risk inventory
has not created any further increased risk
potential for 2018 and as a forecast for
2019 such that the limits established for all
types of risk are deemed sufficient.



As of 31 December 2018, AKA has a total
capital ratio of 17.0 % as per the normative
aspect. As per the economic aspect, 52 % of
the available risk coverage amount (RCA)
has been utilised as of the balance sheet
date. Over the course of the fiscal year, the
minimum degree of utilisation was 48 % in
June (2017: 41 % in September) and the max-
imum was 54 % in November (2017: 54 % in
February). The results presented show that
AKA was capable of bearing risks at all
times in 2018 and had met all regulatory
requirements.

In addition, stress tests are carried out at
least twice a year on major risks as part of
the calculation of RCA. Specifically these
are credit default risk, market price and
liquidity risks, and operational risks. Fur-
ther stress tests across all risk types are
also performed.

AKA is a specialised credit institution
focused on international trade-related
Financing and risk assumptions and does
not operate any retail or mortgage busi-
ness. It has no assets of its own and
finances no client loans for the purpose of
procuring securities. The bank offers no
fund transfer accounts or ATMs for the inde-
pendent use of clients. This means that no
unscheduled, surprising loss of liquidity
can occur. Domestic securities (ECB-
tradable), or credits with the ECB, and for
US dollars HQLA bonds as well as credits
with the ECB are kept in euros exclusively
for liquidity management.

Domestic changes to GDP growth do not
have any measurable effects on loan busi-
ness with emerging markets typical to
AKA's business. Among other things, this
affects the share price, number of private
client insolvencies and the development of
property prices in the euro area. AKA profits
more from developments abroad. Around
94 % of the portfolio of net credit default
risks remains located abroad and exclu-
sively includes banks, corporates and gov-
ernment debtors.

The scenarios on which the stress tests
are based were therefore developed with
a focus on this business model and AKA's
orientation toward short-, medium- and
long-term Trade Financing, predominantly
in emerging markets. The scenarios are
based on credit rating adjustments (port-
folio shift) plus the overall portfolios and
individual key markets and regions.

The bank's Supervisory Board is regularly
involved in selecting and assessing the
appropriateness of stress scenarios. Both
the Management and the Supervisory
Board are kept continuously informed of
the outcomes of stress test calculations
as part of regular risk reporting.

AKA's reporting as required by statutory
supervisory regulations is still carried out
on the basis of the credit risk standard
approach (CSA).

AKA's risk profile pursuant to the regulations:
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2018 2017
Risk weighted assets (including market risk position
and operational risk) in millions of EUR 1,465.7 1,244
Own funds in millions of EUR 249.8 2421
Total capital ratio as per CRR in % 17.0 19.5



"Photography is like
painting with light.

A hobby, which | consider
a method of capturing
moments, feelings,
landscapes and people
in images forever

as a form of memory.”
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Organisation of risk management: AKA's
risk organisation is designed in accordance
with the currently valid minimum require-
ments for risk management (MaRisk) and
meets all legal requirements.

Risk organisation forms the structural and
organisational framework for the imple-
mentation of the risk strategy. It has an
impact on the internal control procedure.
The manner in which this procedure is
structured is described in the Management
and Organisation Manual (MOM) and
encompasses:

- the structural and procedural organisa-
tion (including market/back office sepa-
ration of functions),

- risk management and risk control pro-
cesses (= risk management),

- Internal Audit.

The MOM describes how tasks and respon-
sibilities within the risk management sys-
tem are demarcated.

Important components of AKA's risk
organisation are:

- Management

- Credit Risk Management

- Liquidity Management

- Risk Controlling

- Compliance

- Data Security Management

- Business Continuity Management

- the Risk Committee

- the Credit Committee

- Internal Audit

Management: The Management is ulti-
mately responsible for AKA's risk strategy
based on the target risk/return ratio and
will ensure that an appropriate risk infra-
structure is implemented.

The Management has delegated the coor-
dination of an adequate risk management
and control system that meets internal and
external standards to departmental man-
agers (DM).

Internal Audit has been tasked with the
responsibility for conducting an independ-
ent assessment of the appropriateness of
the risk management and control system
and for adhering to existing procedures
based on the risk-oriented audit plan and
the resulting audit procedures.

Credit Risk Management: AKA Credit Risk
Management (CRM) is responsible for loan
approval decisions within the limits and
parameters prescribed by the Supervisory
Board. CRM lends its support to the loan
approval decision-making processes and
takes decisions based on its delegated
powers. The aim is to work closely with
the submitting banks.

CRM takes loan approval decisions about
participation in transactions that come
under its delegated loan approval author-
ity. The loan approval decision-making pro-
cess is subjected to regular quality assur-
ance. Furthermore, the department coordi-
nates with Risk Controlling with regard to
the preparation of risk standards for coun-
tries, sectors, concentrations etc.

CRM is also responsible for carrying out
AKA's own credit risk assessment and the
benchmarking of results with available rat-
ing data from external agencies. Active risk
management is practised based on individ-
ual transactions and portfolios. This
includes, among others, decisions about
risk reduction/increase, recommendations
for decisions about an appropriate risk pro-
vision or risk profile adjustments. With
regard to business decisions, the objective
is to maximise the risk/return ratio (taking
account of the implemented RAROC
system).



Liquidity management: The Treasury
department is responsible for liquidity man-
agement and the associated potential mar-
ket, liquidity and refinancing risks. Treasury
is required to adhere to and monitor the
liquidity risk limits established in the liquid-
ity risk strategy. The Finance/Team Con-
trolling department is responsible for
determining and monitoring liquidity risk
positions as well as their forecast and
reporting.

Risk Controlling: Risk Controlling supports
the Management and executive managers
in the planning, management and control
of all planned business activities. Risk Con-
trolling is part of the Finance department.

An important subtask of Risk Controlling at
AKA involves risk identification, classifica-
tion, measurement, assessment and con-
trol as a contribution to the planning and
achievement of company objectives. Risk
Controlling discharges these tasks inde-
pendently, that is, objectively and neutrally.
This includes the coordination of an ade-
quate risk management and control system
that meets internal and external standards.

Risk Controlling supports the Management
in all risk-related issues, especially in the
development and implementation of the
risk strategy and the creation of a system
for limiting risks. The head of the Finance
departmentis involved in important risk
policy decisions made by management.

Risk Controlling is responsible for develop-
ing risk methods, standards and the asso-
ciated processes for credit, market, liquid-
ity, business and operational risks, and for
coordinating between the pertinent units.
In addition, Risk Controlling measures and
monitors risk positions and analyses possi-
ble losses related to the risk positions.

Its tasks include the planning, development
and implementation of risk management
systems and methods. The setup and fur-
ther development of early risk detection
methods also fall under the responsibility
of Risk Controlling. The methods used are
subjected to regular validation and back-
testing to ensure that they comply with
regulatory requirements.

Risk Controlling coordinates management
and control processes related to the risk
capital such as the limit allocation process
and the steering or monitoring of the risk/
profit profile.

Risk Controlling ensures ongoing monitor-
ing of the risk situation, particularly in rela-
tion to risk bearing capacity and adherence
to the established risk limits. The Finance/
Team Controlling department, working
together with the departments responsible
for the risks, ensures that risk limits for all
significant risks are established and
reviewed. Risk situation monitoring also
involves the regular development of risk
inventories to determine significant risks
and to create a complete risk profile.
Managers and Internal Audit communicate
the results of risk identification, assess-
ment, quantification and steering as part of
the report to the Management.

Employees of the Risk Controlling depart-
ment are given all the necessary powers
and unrestricted access to all data in order
to discharge their control duties. The regu-
latory body is notified when management
of the Risk Controlling department
changes.
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Compliance: Pursuant to section 25a (1)(1)
of the German Banking Act (KWG), a credit
institution must have "a proper business or-
ganisation which ensures compliance with
the legal provisions to be observed by the
institution [...]". Part of this proper business
organisation is adequate and effective risk
management which, in turn, requires an in-
ternal audit system (IAS). A compliance
function is a mandatory part of the IAS (sec-
tion 25a (1)(3)(3c) KWG). The compliance of-
ficer fulfils the compliance function

(MaRisk AT 4.4.2 No. 5). Pursuant to MaRisk
AT 4.4.2 No. 2, it is the compliance officer's
duty, while taking account of risk perspec-
tives, to identify the important legal re-
quirements. Non-compliance with such
requirements can put the institution's
assets at risk.

Data Security Management (DSM): The
Management must prepare a data security
policy and communicate this properly
within the institution. The data security pol-
icy must be consistent with the institution's
strategies. AKA has created the position of
the data security officer for this purpose.
This position includes the responsibility for
dealing with all data security matters
within the institution and towards third par-
ties. The officer ensures that the data secu-
rity objectives and measures set forth in
the institution's IT strategy, data security
policy and data security guidelines are
made transparent internally and to third
parties, and compliance with them is
checked and monitored. DSM establishes
rules for data security, defines processes
and manages their implementation. DSM
follows an ongoing process that includes
planning, implementation, success control,
optimisation and improvement stages.

The content of the data security officer's
reports to the Management and the report-
ing cycle are based on BT 3.2 paragraph 1
MaRisk.

The model of procedure of DSM is based on
BSI data security standards and serves the
purpose of establishing a security level that
is consistent with AKA's risk strategy. The
Finance/Team Controlling department
monitors the task of IT risk management
and risk analysis. The goal of this organisa-
tional structure is to meet regulatory re-
quirements (such as BAIT) and to allow all
company risks to be managed centrally.

Business Continuity Management (BCM):
BCM is the setup of emergency and crisis
management whose goal is to ensure that
important business processes are not in-
terrupted or are only temporarily inter-
rupted when damaging events occur, to re-
duce losses to an acceptable minimum and
thus secure the bank's economic viability.

AKA determines which of its IT applications
are significant based on requirements of
business operations and as part of a Busi-
ness Impact Analysis (BIA). By means of a
protection requirements analysis (PRA) it
is also examined which protection require-
ments are required by applications and
other resources in terms of confidentiality,
integrity and availability.

In an emergency preparedness plan based
on the BSI standard, AKA has set up provi-
sions that encompass the availability of
electronically stored data and of IT systems
important for business operations in case
of an emergency.

Building on the content of these provisions
and likewise based on the BSI standard,
AKA has drawn up guidelines for emer-
gency management, an emergency pre-
paredness plan, an emergency manual and
an emergency and crisis communication
plan.



These documents stipulate, among other
things, that it is the task of the Manage-
ment to decide whether an emergency or
crisis situation has occurred and what mea-
sures need to be taken where necessary.

As part of emergency management, the indi-
vidual functional divisions of AKA can also
resort to recovery plans to address emer-
gency situations, in addition to the Busi-
ness Impact Analyses (BIA). These plans

are obtained directly from department
managers.

During the course of emergency arrange-
ments, appropriate exercises are regularly
performed based on an appropriate emer-
gency test plan. Emergency exercises, BIAs
and PRAs are carried out at least once a
year.

MaRisk AT 7.3 is taken into consideration in
the aforementioned measures.

Risk Committee: The Risk Committee (RC)
is the overall committee that handles all is-
sues relating to risk, in particular the profile
encompassing all risk types.

The RC meets regularly, at least four times
ayear. The agenda of these meetings will al-
ways include the last available controlling
or risk report, new developments in the

area of compliance and regulatory control.
The primary goal of the RC is to monitor
AKA's risk situation from an economic and
regulatory point of view, and to determine
risk-reducing measures and the parame-
ters and methods needed to control risk.

Within the course of monitoring the risk sit-
uation at AKA, the RC discusses risk-related
topics plus the results of the annual risk in-
ventory and takes decisions on any risk-
minimising measures to strengthen inter-
nal control structures and reduce opera-
tional risks, for instance.

The RCis also responsible for adopting
methods, models and parameters relating
to risks. Decisions to be taken by manage-
ment in accordance with MaRisk must be
confirmed by the Management after the
Risk Committee's approval.

The Risk Management Executive Director
chairs the Risk Committee. The head of the
Finance department is his or her deputy. In
addition, Front Office management, all
heads of department, the DSM officer, the
deputy compliance officer as well as the
advisor on regulatory control all take part
in the RC.

The RC constitutes a quorum when the
Management and the head of the Finance
department are present. Decisions are
adopted by a simple majority. Front Office
Management and Risk Management, the
Treasury Department Head, the CRM De-
partment Head and the Fl Department
Head are entitled to vote.

Credit Committee: The Credit Committee
(CO) has an operational focus and handles
all issues relating to credit risks. The pri-
mary aim is to discuss issues relating to
business policy and methodical credit such
as credit lines, limits, products, countries
and sectors.

In addition, individual loan exposures with
a special structure or high risk ratio are dis-
cussed and decided on. Regular portfolio
analysis and monitoring are also carried
out. Topics such as large exposures, watch
lists and risk concentrations, among oth-
ers, are discussed in the CC as needed.
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Risk Management holds the chair of the
Credit Committee. The CRM Department
Head is the deputy. Other committee mem-
bers are Front Office management, the EAF
Department Head, the SFS Department
Head, the PM Department Head and the TSY
Department Head. Other departments may
be invited to take part if required when spe-
cial topics are discussed.

34 Management Report The Credit Committee as an organisational
unit does not constitute a separate level of
expertise. Individual transaction, credit
lines and limit permits may be granted if
key personnel meet within the framework
of a Credit Committee meeting. Existing
authority levels shall apply and every deci-
sion taken in the CC regarding third parties
shall be documented in a traceable manner.

Internal Audit: Internal Audit is part of the
bank's internal control procedure ("Internal
Monitoring System"). It reviews the appro-
priateness and effectiveness of the IAS and
of risk management. Areas of focus during
audits are systematically selected based on
risk and are aligned with regulatory
requirements.

Its tasks, among others, include the inde-
pendent audit and analysis of the MOM
based on a target/performance compari-
son with business processes and controls
actually put into practice, the identification
of weaknesses in the IAS and the assess-
ment of the effectiveness of risk manage-
ment tools and early warning indicators.
In addition, as part of its audits it checks
the correctness and completeness of risk
reports submitted to the Management.
Internal Audit is invited to take partin pro-
jects and participates in steering commit-
tee meetings.

Risk Committee

Organisation of .
Risk Management AKA Supervisory Board
AKA Management

Risk Strategy / Decisions

Front-office Market Division

Business Development

Risk Management

Credit Risk Management

Supervision

Risk Controlling

Initiating business

Independent of Market

Independent of Market

Customer relations

Credit Risk assessment

Planning, monitoring and
supervising at portfolio level

First vote for lending decision
and review analysis
whenever required

Credit decision in its own
competency and/or second vote at
review analysis whenever required

Regular independent risk reporting
Conception and development
of internal credit risk model

Audit
(independent control)



3.2 Credit default risks

Because of its business purpose, credit
default risks represent the most significant
risks at AKA.

A "non-financial" but key performance indi-
cator for AKA'is the Investment Grade Ratio
(IGR) of new long-term business deals con-
cluded. The target value for fiscal year 2018
of more than 35 % was achieved with
around 66 %.

Credit default risks are understood to in-
clude the risk for AKA of possible losses in
the value of receivables from a contractual
partner, due to

- unexpected full, partial or temporary
insolvency or unwillingness to pay;

— areduction in the value of a receivable
(credit risk) associated with an unex-
pected downgrade of a debtor's credit
rating;

- an unexpected reduction in the value of
collateral or guarantees (collateral risk).

In addition to the credit default risk associ-
ated with individual transactions, AKA also
considers country risk to be particularly a
key to default risk due to the focus of its
business structure on emerging markets.

AKA classifies risks in the various classes
of receivables as follows, in line with the
Capital Requirements Regulation (CRR):

- Countries/Sovereigns

- Corporates

- Banks

Special risks arising from commodity,
structured and project financing arrange-
ments as well as private insurance cover
have to be taken into consideration as
further risk categories due to the specific
orientation of AKA's business policy.

Country risks: The country risk defines the
ability of a country to pay interest and to
repay principal of foreign debts or of those
denominated in foreign currencies in a
timely and correct manner. A significant
aspect in this regard, in addition to the
political risk, is the transfer risk, which
could arise in case an individual debtor is
willing and able to pay but a country might
limit or prevent payments abroad for exam-
ple due to a lack of currency.

Nevertheless, national governments and
economies may still be solvent.

Structure of loan portfolio
by country risk categories

in EUR million
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Country ratings are calculated, and regu-
larly updated for countries in which the AKA
has a notable commitment, by CRM on the
basis of reports from rating agencies (pre-
dominantly Fitch), international organisa-
tions, central banks and other reliable
sources. For the main markets of AKA, CRM
prepares additional reports or ad hoc infor-
mation in addition to the annual country
risk analyses. Certain critical regions/
countries with particular problems are
continuously and intensively monitored

by credit analysts.

The country rating system is reviewed and
further developed periodically. It is mainly
based on the analysis of political stability,
vulnerability to shocks, the development of
inflation and foreign trade, state budget
and financing as well as the banking sys-
tem and its stability and regulation.

In the financing of emerging markets, which
remains AKA's focus, the solvency of bor-
rowers is primarily dependent on the politi-
cal and economic situation of the respec-
tive country.

Corporate risks: The business processes
of corporates are analysed using a rating
system designed in collaboration with an
auditing firm. The rating tool is regularly
optimized and adjusted to the portfolio of
AKA. As part of an internal validation pro-
cess, the forecasting power of individual
key indicators is examined and if necessary
adjusted both in regard to their accuracy
and overall rating result. This process is
supported by external experts.

The basis for each assessment of a bor-
rower includes, at a minimum, the last two
annual financial statements and interim
financial statements- if available and
applicable-, in order to provide an up-to-
date picture of the borrower's current
financial status. Gearing, overall return on
capital and liquidity thus represent accu-
rate key performance indicators for
assessing the creditworthiness of
corporates.

When preparing a rating for a company, the
type of auditors' opinion and its accounting
basis are both taken into account. The AKA
rating tool used for this assessment oper-
ates on a scale of 10-100. The rating results
are comparable with the results of interna-
tional rating agencies through correspond-
ing mapping tables. Rating classes 10-50
are classified as investment grade, and
60-100 as non-investment grade.

The assessment is initially based on a rat-
ing of KPIs. When calculating KPIs, AKA
reverts to a benchmarking system based
on a subdivision into several sectors and
eight geographical regions.

These benchmarks were reviewed and
updated again in 2018 to ensure compari-
sons with AKA's international and national
corporate business. Additional qualitative
factors are taken into account in a second
step for the conclusive assessment, which
can lead to a change in the rating result.

Essentially, the size of the company and cur-
rent information about the borrower are
processed here. In addition, if necessary,

the characteristics of local accounting and
any restrictions in the auditors' opinion are
taken into account in the basic rating.



Affiliation to a group is assessed based on
the level of interdependency. Finally, the
country rating is viewed as the overriding
factor as long as it is weaker than the bor-
rower's rating.

Bank risks: The business processes of
banks are analysed using a rating system
designed in collaboration with an auditing
firm. Each rating is based on an analysis of
the last two annual financial statements
plus, an interim report if available and
applicable, The quantitative data includes,
among others, capitalisation, profitability,
deposit cover and liquidity. The individual
key performance indicators are allocated
to the respective AKA rating classes using
a benchmarking system. Qualitative rating
aspects cover foreign currency risks, inter-
est sensitivity, the level to which assets
and liabilities meet their maturities and in
particular, asset quality. Other information
relating to ratings is included in the rating
assessment using bonus or penalty points.

In addition, the country rating applies as
the "overriding factor". A further significant
component is the assessment of possible
state support. The estimation based on the
likehood, whether the analysed institution,
as part of the countries' economic system,
may rely on the support of the state in case
of need.

As part of a quality assurance process, AKA
works closely with external experts to en-
sure the further development of the rating
toolin terms of its compliance with regula-
tory requirements and current market
practice. The review last carried out in 2018
serves to optimise and, if necessary, re-
evaluate individual rating parameters

and the underlying regional benchmarks.
In 2018, AKA's self-generated Bank Proba-
bilities of Default (PD) was first used in the
calculation of economic management
parameters.

Risks from structured and project financ-
ing: Risks arising specifically from struc-
tured and project financing arrangements,
primarily relating to commodities, have to
be taken into consideration as further risk
categories due to the specific orientation
of AKA's business policy.

When assessing project risks from financ-
ing deals, AKA also relies on a rating tool.
Major rating elements to assess the ex-
pected project success are the sponsorship
risk, completion risk, operating risk and
market risk.

In addition, AKA assesses the financing and
planning risk. These credit rating factors
are assessed qualitatively and quantita-
tively in accordance with the other AKA rat-
ing modules. Together they provide an over-
all rating result.

Insurance risks: AKA has a further rating
tool for the insurance client group since
credit default risks are increasingly also
being covered by private insurance compa-
nies. As a policy holder, the Bank only
accepts counterparties with an investment
grade rating as part of its risk management
process. In this regard, the rating mainly
focuses on the areas of contribution and
result development plus the reserve and
contribution ratio.
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Sector risks: For both the long-term and
short-term loan business additional sector
limits exist to narrow risk concentrations.
With the establishment of new sector seg-
ments for "Transport" and "Infrastructure”,
there are currently 20 corporate sector lim-
its. Sector limits, in each case 10 % of the
overall limit, have been set for 18 corporate
sectors. For the "Raw Materials/Qil and
Gas" and "Trade" sectors, the limit has been
set at 15 % of the overall limit. As a result,
the country limit can have a corrective
impact, depending on the country rating.

Risk concentration: As part of its portfolio
management, AKA utilises a limit system
that has proved itself successfully in prac-
tice in order to control country, industry
and counterparty limits and to avoid con-
centration risks. In order to avoid concen-
tration risks, AKA primarily bases its
approach on the following regulations,
parameters and criteria:

- defining annual target values for new
business in regard to maturity and
product type

- portfolio structure in regard to credit
default and default risks

- country limits

- sector limits

- large credits in the sense of Section 13
(KWG) and large exposures pursuant to
Section 387 et seq. CRR Part IV

- size classes/granularity in regard to bor-
rower units

- counterparty limits in regard to
refinancing

The aforementioned control-mechanisms
and criteria are used to monitor and avoid
risk concentrations are drawn up in the
bank's operating procedures and process
descriptions and are published in the Man-
agement and Organisation Manual ("Fuh-
rungs- und Organisations-Handbuch").
They are regularly applied as part of con-
trolling activities; amended requirements
and conditions are continuously adapted on
this basis and at least once a year as part
of a review of the risk strategy and its
suitability.

Limit framework for credit default risks
and portfolio management: Limit frame-
work for credit default risks and portfolio
management: The limit framework used by
AKA in its portfolio management takes
account of eligible collaterals as per CRR,
which limit gross exposure. These are valu-
ation-free financial securities from state
export credit agencies. As part of its risk
management process and to ensure limit
headroom, the Bank also accepts private
credit insurers as long as they have an
investment grade rating. The limit frame-
work is based on the maximum equity capi-
tal made available for credit default risk,
whose use is calculated as part of regular
risk bearing capacity calculations. The bank
has defined an income limit as an upper
limit for losses for all credit default risks.
This has already been adjusted by the
supervisory authority in light of the recent
increase in equity capital requirements
(11.0 %) for 2019.
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The total net liability limit of EUR 2 billion
quantitatively differentiates a long-term
from a short-term limit framework (i.e.
long term: EUR 1 billion, short term: EUR
1billion). It is structured with increasing
nominal limits dependent on internal rating
classes. The use of these respective limits
is reported to the Supervisory Board at
least once a quarter at the relevant
meetings.

The limits provided for concentration and
credit default risks are suitable and were
consistently met throughout 2018.

Compliance with all risk-related manage-
ment parameters is monitored on an ongo-
ing basis by Controlling. The suitability of
control parameters is checked as part of
the risk strategy review which takes place
at least once a year. In this regard, AKA
aligns the size and structure of its limit
framework every year with its business
policy targets and submits this to the SB
for its attention. The SB declared its agree-
ment with the risk strategy presented by
the Management and the limit framework
set out therein through the SB Resolution
of 6 December 2018.

An economic internal monitoring and man-
agement component supplements the
aforementioned limit framework and its
use of equity capital according to the credit
standard rate (CSR).

linternal credit model for risk manage-
ment: Internal risk assessment at portfolio
level is based on the credit risk model
CreditMetrics (registered trademark).
Important decision-making benchmarks
are considered based on credit volumes,
recovery factors according to the founda-
tion approach (IRBF), AKA's own calculated

probabilities of default and correlations.
These include "expected loss" and "unex-
pected loss" among other aspects.

The confidence level set is 99.9 %. This
conforms with AKA's target rating of A-.
The bank uses the system as part of its
simulation calculations to assess the
economic risk capital consumption and
to calculate the stress tests on credit
default risks.

The data continues to be used to validate
AKA's own rating systems as part of an
accuracy analysis.

The data gained using the internal model
is also regularly compared with the appli-
cable regulatory CSA parameters applica-
ble to AKA. This remains the basis for risk
management pursuant to the capital ade-
quacy value calculated based on the CSA.

Credit decision-making process and allo-
cation of authority: Based on AKA's own
rating, Credit Risk Management (CRM)
takes loan approval decisions within the
scope of its approval limit or votes on
loans for the subsequent decision-making
process.

The separation of functions between front
office and back office required under
MaRisk is reflected once again in this pro-
cess. Each loan decision requires two con-
senting votes from the EAF, SFS and CRM
departments.

"A suitable credit rating
and risk-appropriate
pricing are essential
requirements for a

positive credit decision."
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The New Business and CRM departments
together have a single-transaction-related
net loan approval limit (after taking ac-
count of collateral relieving the burden on
equity capital) of EUR 1 million. If CRM votes
to reject loan business falling within its
own approval limit, New Business depart-
ments can escalate the loan application
and have the Management take the final
decision. New Business departments and
the Front Office Director cast the first votes
on loans with a net risk greater than EUR

T million. CRM and the director responsible
for the back office cast the decisive second
vote. If the vote is tied (2:2) then the loan is
rejected. When it comes to risk issues, the
back office cannot be overruled.

A suitable credit rating and risk-appro-
priate pricing are essential requirements
for a positive credit decision. To this end, a
RAROC calculation is prepared as part of a
preliminary calculation. Only in appropriate
exceptions may the minimum RAROC
established by the Management based on
target achievement be undercut. Should
the minimum RAROC not be met then a
convincing justification will be required in
the loan application for the credit to be
approved. This is drawn up in writing by
the front office. The approved individual
counterparty or country limits can be
exceeded by 10 % for a period up to

12 months or up to 20 % for a maximum
of 90 days if approved by the Management.
Limits can be exceeded with reservations
up to 30 %. The granting of excesses
beyond this level has to be submitted to
the SB for approval.

If necessary in the context of business de-
velopment, the Management can request
the SB to approve the establishment of
appropriate special limits based on
demand and according to the overall credit
profile. This course of action was used for
Turkey's country limit in fiscal year 2018.

Risk limit/monitoring: All commitments
are continuously monitored in regard to
their economic conditions and securities
plus the compliance of interest and re-
demption payments, contractual informa-
tion obligations and other external and
internal obligations.

The early recognition of increased risks is
carried out using defined, primarily qualita-
tive early warning indicators. Exposures
which might become conspicuous due to
negative qualitative developments and
changes in the borrower's economic cir-
cumstances or in the country of residence
or the borrower's environment, are re-
corded by the bank in a pre-watch list.

Exposures on the pre-watch list are initially
placed under special observation. Depend-
ing on their subsequent development,
these are going back to be processed in the
normal manner or — where necessary —
transferred to the watch list. The watch list
differentiates between intensive and prob-
lem loans. Intensive loans are defined as
exposures with inherent default risks
which require particular attention.

Problem loans are exposures of which the
impairment of performance occurs, for
instance, as a result of the non-payment of
interest and/or redemption payments or
on the breach of a contractual or payment
obligation which the lender uses as justifi-
cation to terminate the loan. In this regard,
particular attention is given to exposures
with interest and/or redemption payments
90 days or more overdue.



These loans pass special checks to see if
they can be continued. Depending on the
result, this examination leads to an action
plan with the aim of reducing and/or elimi-
nating the risk through specific measures
such as restructuring, taking on additional
collateral or reorganisation measures. If
these measures are not needed, then the
person responsible for processing problem
loans will arrange for these exposures to
be processed.

The Management and the SB are regularly
informed as part of risk reporting about the
performance of accounts on the watch list
and the effectiveness of any actions
initiated.

3.3 Market and liquidity risks
Market risks are not based on contracting
partners but are determined through
changes in market prices and rates (e.g.
interest rates, foreign exchange rates and
stock prices). The interest rate risk and for-
eign exchange risk are relevant for AKA in
this connection. In general, effort is put into
avoiding these risks by directly connecting
the refinancing activities with the loan busi-
ness. In addition, as a non-trading book
institution, AKA does not conduct any
transactions with the aim of obtaining addi-
tional earnings arising from the changes in
market prices. It also does not hold security
portfolios which would be attributable to
the trading book. As a result, AKA does not
maintain a trading book and consequently
has no trading limits.

Interest rate risk: In order to monitor the
interest rate risk, sensitivity analyses are
performed monthly and their impacts on
asset positions and earnings are quanti-
fied. On the one hand this is accomplished
by determining variations of the present
value in the banking book according to the
risk monitoring as stipulated by the Ger-
man Federal Financial Supervisory Author-
ity (BaFin) and by determining the implica-
tions on assets and liabilities of a sudden

and unexpected change in interest rates.
Insofar as a negative change in the present
value exceeds a volume of 20 % of the regu-
latory own funds during a stress test, this
indicates considerable interest rate risks
(the so-called "credit institution with an
increased risk of default"), which have to be
disclosed to the German Federal Financial
Supervisory Authority and Deutsche
Bundesbank. The calculated value for AKA
using this method resulted in an adjust-
ment coefficient of -2.6 % which was
considerably below the relevant limit at

31 December 2018. On the other hand, the
effects on the earnings position resulting
from a sudden change in interest rates on
the market are also identified. Furthermore,
AKA prepares a quarterly gap analysis in
order to monitor long-term fixed interest
rates. This provides information regarding
the fixed interest rates on the credit and
refinancing positions held. Besides the pre-
sentation of asset and liability surpluses in
the respective periods, AKA also deter-
mines marginal interest rates which are
essential for achieving revenue-related
equilibrium.

Foreign currency risks: Foreign currency
risks are controlled through refinancing in
the local currency and refinancing in com-
pliance with maturities. The remaining low
foreign currency risk results primarily from
the valuation of receivables within the con-
text of appropriate risk provisioning for
these loans. With regard to this, the foreign
currency risk is low and backed with EUR
0.3 million of own funds as of 31 December
2018 in accordance with the Capital
Requirements Regulations (CRR).

From the economic perspective of risk bear-
ing capacity, foreign currency risks are cal-
culated by means of historical simulation in
a VaR model. As of the reporting date, the
value-at-risk is EUR 1.9 million.
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market phases."
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Liquidity risks: Pursuant to the risk defini-
tion used at AKA, liquidity risk is broken
down into two risk classes:

- Insolvency risk;

- Liquidity maturity transformation risk.

The insolvency risk represents the risk
that the borrower will not be able to meet
its current or future payment obligations
atall, in full or on time. It includes the risk
that refinancing funds are not acquired or
only acquired at extortionate market rates
(refinancing risks) and that assets can
only be liquidated at a discount (market
liquidity risk).

The liquidity maturity transformation risk
represents the risk that due to a change in
the bank's own refinancing curve (spread
risk), a loss may occur and indeed affect a
given level of confidence from the liquidity
maturity transformation within a stipulated
period.

Refinancing sources: Due to its particular
shareholder structure (AKA's shareholders
comprise 17 banks), AKA is in a position to
ensure the successful refinancing of its
loan business through its shareholder
banks even in difficult market phases. An
important source of financing is loans
granted by shareholders and non-share-
holders. In addition, the shareholder banks
also provide funds for short-term refinanc-
ing in the form of money market lines. Last
year AKA continued to obtain financing for
ECA-covered loans at favourable interest
rates, including through the use of its
shareholders' coverage registers. A further
expansion is being implemented.

To diversify its refinancing portfolio, AKA
also uses refinancing funds from custom-
ers from the public and private sector.
These come in the form of fixed-term
deposits and promissory note loans
(Schuldscheindarlehen). With individual cus-
tomers, there are unconfirmed lines for the
regular trading of fixed-term deposits.

Accordingly, the refinancing structure of
AKA is based on three pillars which have
been used to the following extent:

3112.2018 3112.2017

EUR million EUR million

Shareholders 685 488
Non-shareholders 687 611
Publicly accessible funds 1150 1,238

Total borrowings

Short-term liquidity: In order to ensure
financial solvency at all times, AKA has built
up a liquidity reserve amounting to EUR
200.2 million as of 31 December 2018. This
is invested in short-term USD bonds in an
amount of EUR 52.4 million.

Additional liquidity is deposited as over-
night funds with Deutsche Bundesbank and
shareholder banks in both EUR and USD.
For the purpose of liquidity management,
AKA regularly conducts liquidity forecasts
over a period of several months on the
basis of cash flows from loan business,
taking account of future payment obliga-
tions. These calculations take into account
possible scenarios that may present differ-
ent stress situations for AKA in the money
and capital markets. AKA's capability to
finance its business was secured at all
times for any respective period in 2018.

ﬁ 2,337



In addition, AKA's short-term liquidity risks
are monitored on the basis of key perfor-
mance indicators such as liquidity coeffi-
cient and Liquidity Coverage Ratio (LCR) in
accordance with the Capital Requirements
Regulations (CRR).

The LCR measures the stock of highly liquid
assets in relation to the net outflows of
funds for the next 30 days. At the year-end,
highly liquid assets exceeded the balance
anticipated in January 2019 from inflows
and outflows of funds by a factor of 1.26.
On an annual average, the LCR was 1.71,
varying between 111 and 3.07. The minimum
rate to be met based on the guideline was
1.0in 2018.

In an extended timeframe, the liquidity coef-
ficient is defined as the ratio of existing lig-
uid assets, unrestricted money market lines
and refinancing commitments to short-
term payment obligations within the range
of up to three months. At the end of the fis-
calyear, AKA was able to record surplus lig-
uid assets that exceeded their payment obli-
gations in the period under review by a fac-
tor of 3.23. During the course of the year,

the coefficient fluctuated between 1.9 and
6.17.

Long-term liquidity: The loan portfolio is
refinanced predominantly at matching
maturities. Maturity transformation is only
possible within the narrow limits set by
AKA's supervisory committees who monitor
compliance on a continuous basis. During
the last fiscal year, the scope of maturity
transformations was always considerably
below the permissible volume during the
year. A funding ratio modelling the relation-
ship between refinancing funds for credit
receivables with remaining terms of more
than a year is used for measuring and moni-
toring purposes. In the past fiscal year, it
fluctuated between 0.98 to 1.01, and it was
at 0.98 at the end of the year.

The risk of increasing refinancing costs,
which derives from the liquidity maturity
transformation (spread risk), is regularly
quantified and controlled.

Within the scope of a standard scenario,
itis presumed that additional margins in
favour of AKA will double compared with
the prevailing level and the associated
impact on earnings is derived from an
annual perspective. For 2018, the associ-
ated risks ranged between EUR 0.2 million
and EUR 0.4 million. A potential spread risk
of EUR 0.2 million was recorded at the end
of the year.

Forward liquidity exposures and short-
term or medium-term cash flow forecasts
were drawn up to monitor liquidity risks.
The effect of borrower and lender defaults
is studied using various scenarios.

The significant parameters are communi-
cated using a key performance indicator
system. The following values were
recorded in the last fiscal year compared
with the previous year:
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31.12.2018 31.12.2017
Liquidity reserve (EUR million) 200.2 161.1
Liquidity Coverage Ratio
Ratio of stock of highly liquid assets
to net cash outflows over the next 30 days 1.26 1.56
Lig. coefficient
Ratio of receivables
to liabilities in the 3-month range 3.23 2.85
Funding ratio
Ratio of refinancing funds
to credit receivables with remaining term >1year 0.98 1.00
Spread risk in normal scenario (EUR million) 0.2 0.4
Spread risk in extreme scenario (EUR million) 2.5 3.2
Interest rate risk (EUR million) 13 1.6
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3.4 Risk provisioning

AKA takes appropriate account of all identi-
fiable risks arising from the banking busi-
ness. The CRM, PM and Fl departments are
allinvolved in the process to determine risk
provisions.

Country Risk Provision (LWB): In accor-
dance with the risk strategy, the country
risk provision is the core element of risk
provisioning. AKA composes country risk
provisions for loan exposures in those coun-
tries where urgent country risks exist. The
amount of the risk provision determined

for long-term loans (more than twelve
months) is based on the permissible range
of allowances in the rating model devel-
oped by the BMF. If the borrower risk is con-
sidered to be greater than the country risk,
this forms the basis for a higher provision
within the permissible allowance range.

No risk provision is formed for country risks
with a residual maturity of less than twelve
months.

Other risk provisions for acute risks: In the
case of the following loans, a deduction of
between 25 % and 33 % is applied to the
country risk provisioning rates set by BMF
depending on the rating of the country
where the supplier is based: Loans that

are based not just on the financial circum-
stances of the borrower, but on additional
collateral from proceeds from existing pur-
chase contracts and/or project cash flows
where, however, risks arising from conver-
sion, transfer and payment prohibitions
and moratoria are structurally not
excluded.

For structured financing, in other words,
financing used as advanced financing of
raw material exports from emerging mar-
kets and excluding conversion, transfer,
garnishment and moratoria risks, AKA has
defined two risk categories to consider the
immanent risks for these transactions.
Depending on the evaluation of political
stability, these loans are adjusted at 5 %
or 10 %.

Individual value adjustment (EWB): Indi-
vidual value adjustments are recognised
for loans where it will not be possible to
receive all the contractually agreed interest
and redemption payments in the course of
business following a detailed audit.
Depending on the rating of the borrower,
the collateral provided and, if applicable,
possible restructuring measures, a real-
time single allowance amounting to the
potential loss will be made. CRM, in coordi-
nation with management, is responsible
for establishing the exact amount of the
required allowance.

Value adjustments/provisions for inher-
ent default risks: These are generally
made for all loans which are not assessed
as acutely impaired. For these loans, AKA
builds lump-sum provisions which are
determined in terms of commercial law,
unless tax regulations do not lead to
higher assessments.



The detailed development
of risk provisioning in the loan business
in the past year:

2018 2017

EUR million EUR million
EWB LWB EWB LWB

Allowances in the loan business

Brought forward on 1January. 4.5 16.9 5.6 121
Utilisation 09 0.0 11 0.0
Reversal 01 8.1 07 4.7
Allocation 03 8.5 0.6 9.6
Reclassification -0.2 +0.2 +0.1 -01

As at 31 December.

Provisions for loan business

EXS 175 4.5 16.9

Brought forward on 1January. 01 3.4 1.8 29
Utilisation 0.0 0.0 0.0 0.0
Reversal 0.0 1.6 01 2.2
Allocation 0.0 4.4 0.0 1.0
Reclassification 0.0 0.0 -1.6 +1.6

As at 31 December.

Lump-sum provisions

Total risk provision

AKA was able to reverse value adjustments
and provisions for contingent losses
amounting to EUR 9.7 million in connection
with country risk provisions, compared to
EUR 6.9 million in the previous year. In con-
trast, the addition to country risk provisions
totalled EUR 12.9 million, slightly above the
previous year's level (2017: EUR 10.6 mil-
lion). At the end of the year, EUR 23.7 million
was allocated to country risk provisions
(2017: EUR 20.2 million).

The individual value adjustments are
accountable for claims of EUR 0.9 million,
which are mainly attributable to a sale of
receivables and a waiver of claims. In addi-
tion, EUR 0.3 million was added to individ-
ualvalue adjustments and a slightly lower
level of EUR 0.1 million was released.

In regard to provisions for contingent
losses, there was only a minor change.
EUR 0.2 million was transferred to country
risk provisioning.

The amount for credit default risks at the
end of the year were totally 3.7 EUR million
(2017: EUR 4.6 million).

01 6.2 01 3.4
0.8

0.6
25.4
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Provision for general banking risks: For
general banking risks, AKA has appropri-
ated a provision in accordance with Section
340f of the German Commercial Code
(HGB), which remained unchanged in 2018
at EUR 16.1 million.

3.5 Operational risks

According to the regulations of the German
Federal Financial Supervisory Authority
(BaFin), AKA defines operational risk as the
threat of losses which may occur due to the
inappropriateness and/or failure of internal
processes, people and systems or through
external incidents or calamities. This defini-
tion includes legal, compliance, reputation
and technology risks.

The CRR provides for various approaches
for calculating the own funds required in
accordance with supervisory law to under-
pin operational risks. For the purposes of
reporting AKA uses the Basic Indicator
Approach (BIA). The underlying equity capi-
talis calculated on the basis of an indicator
for assessing operational risk which repre-
sents the entire operational risk of AKA.
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AKA allocates an equity limit of EUR 8.0 mil-
lion for operational risk. The BIA value cal-
culated mathematically lay over the year

at EUR 5.7 million (2017: EUR 5.5 million).

As of 31 December 2018 the value was EUR
6.0 million. Operations management falls
within the area of responsibility of the indi-
vidual departments. The Finance/Team Con-
trolling department coordinates and moni-
tors the management of operational risks.
Operational losses amounting to more than
EUR 1,500 are recorded in a loss database
and communicated to management and
Heads of Departments by means of a regu-
larly compiled risk and controlling report.
Losses amounting to more than EUR 10,000
are reported on an ad hoc basis. Any losses
incurred are analysed in the appropriate
manner and any required adjustments to
work processes and responsibilities are
examined. Where necessary, the relevant
work processes are modified to avoid simi-
lar incidents occurring in the future.

A summary of the results of the risk
inventory of 2018 and its discussion in the
Risk Committee for the purpose of a quali-
tative assessment: The annual risk inven-
tory sheds light on AKA's operational risks
(including reputation and compliance risks).
A self-assessment process in 2018 ascer-
tained these risks in all departments and in
the Management. All departments were
asked in writing to assess their risks for the
whole of 2018. The reports from the indi-
vidual departments were compiled by the
Team Controlling, assessed, examined for
their plausibility and compiled as an overall
result. During a meeting of the Risk Com-
mittee, all Heads of Department discussed
the overall result of the bank with the
Management for a qualitative assessment

and a final agreement was reached. Where
necessary, relevant risk-reducing OpRisk
measures were proposed to the Manage-
ment for implementation. In line with a
stress test internally conducted a maxi-
mum amount of EUR 5 million — as in the
previous year — was calculated for AKA.

Legal risks: The legal risk is also subsumed
under operational risks. It comprises the
following elements: consultancy risks, risks
from court proceedings or from unlawful,
invalid or unenforceable loan and/or secu-
rity agreements, liability risks arising from
non-compliance with foreign or interna-
tional legal provisions and risks relating to
supervisory law. It is the responsibility of
the Legal department to identify potential
legal risks early on, to implement potential
solutions for preventing, reducing or elimi-
nating them and, if necessary, to imple-
ment them in cooperation with the Man-
agement. All agreements and other legally-
binding documents shall be used in busi-
ness dealings only following approval by
the legal department. Corresponding work
flows have been drawn up to ensure that
the Legal Department is involved by the spe-
cialist departments.

IT risks: The principal goal of IT operations
is to guarantee a secure architecture set up
to implement current business strategy
objectives, a consistent database as well as
IT systems availability that meet business
requirements. To this end, IT is involved
accordingly in the overall operations of the
management team, the business planning
process, risk assessment and new product
processes. Sub-risks under the overall
umbrella of IT risk include corresponding
data security risks to be managed and moni-
tored by the bank.

IT risks are part of operational risk. They
are examined in terms of the need for oper-
ational adjustment and their materiality for
business operations based on the business
strategy and current developments of



AKA's business operations in the form of
regular and, if necessary, event-related risk
assessments. These regular assessments
involve the risk inventory as well as the
assessment of operational risks that take
place at least once a year in a three-stage
process. The findings obtained from these
assessments are then taken into account/
implemented promptly during the adjust-
ment of IT operations.

Reputation risks: Reputation risks can lead
to the bank suffering a loss of the trust

placed in it, not only in regard to the bank's
shareholder but the general public as well.

Reputation risks mostly result from exist-
ing or already known risks and can intensify
these by making them public. Against this
background, all measures and activities by
the bank in regard to its external appear-
ance, but also in regard to the business part-
ners and shareholder banks involved, are
carefully assessed and adopted.

AKA manages, controls and monitors repu-
tation risks as part of its management of
operational risks.

Compliance risks: Compliance risks are
risks that result from non-compliance with
statutory regulations. AKA factors in and
monitors compliance with pertinent statu-
tory, regulatory and internal regulations as
well as customary market codes of conduct
(compliance) as part of its global business
activity. Based on the risk analysis of AKA,
this includes in particular national laws and
EU regulations to combat insider trading,
money laundering and the financing of ter-
rorism plus foreign trade law and embargo
monitoring. Insider trading plays a very neg-
ligible role at AKA as it is not a financial
securities provider.

The compliance officer employed by AKA
monitors compliance with pertinent regula-
tions and regulatory provisions preventing
fraudulent activities directed against the
company as part of the officer's continuous
discharge of compliance duties.

The external data security officer of AKA,
Dr Karsten Kinast, LL.M., CEO of KINAST
Rechtsanwaltsgesellschaft mbH, imple-
ments and monitors data protection regu-
lations at AKA.

AKA manages, controls and monitors com-
pliance risks as part of its management of
operational risks.

3.6 Business and business
strategy risks
Business risks include unexpected and det-
rimental deviations in regard to interest
and commission income and operational
expenses resulting from deterioration in
market conditions, changes in the market
position and/or customer behaviour due to
possible legal framework conditions. The
risk becomes effective as soon as a nega-
tive operating result is achieved within the
next twelve months. Strategic business
risks include the jeopardising of the bank's
long-term success.

The responsibility for the management of
the business strategy lies with the Man-
agement, which sets business strategy
objectives in cooperation with the SB. The
Management defines the key risks of the
bank and uses them to derive an adequate
risk strategy. The consistency of this strat-
egy is checked annually by the SB on the
basis of the approved business strategy
and, if necessary, is modified in consulta-
tion with the SB. The orientation of AKA's
business policy, which is aligned with the
needs of the business partners, is continu-
ally monitored based on the business de-
velopment and is reviewed and updated
where necessary through regular contacts.
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In this regard, focus is placed on the
demand-orientated expansion of the range
of credit products offered plus the subse-
quent orientation of AKA as a service pro-
vider to its shareholder banks in regard to
the assumption of administrative activities,
in addition to guaranteeing permanent
capacity to process credit default risks.

The effects of business risks on earnings
are taken into account during capital plan-
ning in the "adverse developments" sce-
nario. Business risk is currently not consid-
ered a significant risk in the context of
MaRisk and therefore is also not quantified
as a standalone type of risk under risk bear-
ing capacity.

3.7 Risk reporting and
communication
Reporting on all of the risks relating to busi-
ness operations is carried out as part of
quarterly reporting through the risk/ con-
trolling report drafted by Team Controlling
as part of the Finance department. The aim
of the reporting is to comprehensively pres-
ent the developments requiring consider-
ation in risk or business controlling in the
interest of achieving the bank's targets.

In the sense of the activities set out by
MaRisk and CRR, the report serves as a con-
tinuous management and monitoring
instrument at portfolio level with a particu-
lar focus on the decisive significant and
quantifiable risks for AKA. As the basis for
recognising and limiting risk concentra-
tions, credit default risks in particular
should be named alongside the develop-
ment of foreign currency, refinancing and
liquidity risks and operational risks.

The risk/controlling report drawn up in
accordance with MaRisk is itself divided
into the following subject areas:

- Business development

- Earnings

- Risk management

- Risk bearing capacity

- Definition and evaluation of stress tests
- Credit risks including the watch list

— Market price risks

- Liquidity risks

— Operationalrisk

The content and scope of the reporting are
adapted accordingly to the course of busi-
ness or risk development.

The risk/controlling report contains a sum-
mary of the key findings and recommenda-
tions in the form of a cockpit at the start.
These statements are supported by a traf-
fic light system.

The report informs the Management, the
Head of Internal Audit and all members of
the management team of the bank. The
heads of department and experts receive
the report in view of their sector-based
involvement in business and risk manage-
ment. In addition, the SB, Risk Commission
and supervisory authorities are also noti-
fied using the quarterly reporting format.
The reporting format is regularly reviewed
by the Risk Commission and, where neces-
sary, aligned with new notification
requirements.



Ad hoc reports, emergencies and crises:
Management is immediately informed on
an ad hoc basis about major changes to risk
occurring at short notice, for example, the
breach of major credit limits, exceeding of
limits by more than 10 %, exceeding of trig-
ger points for the individual risk limits or
any emerging liquidity shortfalls.

In accordance with the procedure agreed
with the SB, the Management initially in-
forms the Chairman on an ad hoc basis in
the above cases in electronic form (prefera-
bly by email). The subsequent course of
action, notification of the Risk Commission
and remaining SB members is then coordi-
nated with the Chair of the SB.

The bank has built up suitable reserves to
counter extraordinary situations, emergen-
cies and crises and these are documented
in the corresponding processes. This docu-
mentation stipulates, among other things,
the task of the Management to decide
whether an emergency or crisis situation
has occurred and what measures need to
be introduced where necessary.

3.8 Implementation of
regulatory requirements
As part of its risk management, AKA contin-
uously monitors developments in interna-
tional and national committees regarding
regulatory requirements for credit institu-
tions. It endeavours to implement these as
early as possible.

"As part of its risk management,

AKA continuously monitors

developments in international

and national committees
regarding regulatory
requirements for credit
institutions.”

Risk bearing capacity guideline: The re-

vised version of the risk bearing capacity

guideline was published by BaFin on

24 May 2018. In this guideline the authority

describes its requirements with regard to

ICAAP (Internal Capital Adequacy Assess-

ment Process) of institutions. AKA has

examined this topic thoroughly and the

multi-year capital planning revised in 2018

was already incorporated into the structure

of the new RBC guideline.

BaFin circular in September 2018 - Inter-
est rate risks in the banking book: The
revised version of the circular on interest
rate risks in the banking book was pub-
lished by BaFin on 12 June 2018. In it, BaFin
fleshes out its requirements in concrete
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terms regarding the calculation of interest
rate risk in terms of the "Basel interest rate
shock". As a user of the previously applica-
ble fallback procedure, AKA has analysed
and implemented the new requirements.
Afirst report was drawn up on 31 December
2018.

AnaCredit: The full reporting obligation
stipulated under AnaCredit took effect on
30 September 2018. AKA has implemented
all requirements and successfully submit-
ted the first full report on 30 September
2018.

Implementation of new MaRisk amend-
ments: The MaRisk amendment published
on 27 October 2017 stipulated an imple-
mentation period of one year for "new" top-
ics. This includes, among others, the topic
of "risk culture and code of conduct". AKA
identified outstanding issues by means of a
gap analysis and successfully implemented
them.
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4. Asset and financial position

AKA's balance sheet total rose by 4.5 % to
EUR 3.207 billion as of 31 December 2018
from EUR 3.070 billion as of 31 December
2017. Including contingent liabilities and
other liabilities, business volume experi-
enced a more pronounced increase of

15.1 % to EUR 4.865 billion. An increase of
EUR 142.9 million to EUR 496.5 million was
recorded in letters of credit, guarantee obli-
gations and guarantee transactions posted
under contingent liabilities. The irrevocable
loan commitments disclosed under other
liabilities increased significantly by EUR
358.8 million to EUR 1,161.3 million.

Loans and advances to banks and custom-
ers constitute the key asset positions and
result from the loan business of the bank.
They increased in the past fiscal year by
EUR 131.4 million to EUR 2.644 billion. To
refinance the business, AKA has available
liabilities to banks in the amount of EUR
2.293 billion and to customers in the
amount of EUR 0.283 billion. As a result, the
loan volume financed by banks increased
by EUR 104.9 million. The proportion of
transactions financed by customer depos-
its likewise increased by EUR 83.3 million.

Debenture bonds and other fixed-interest
securities are held in an amount of EUR
56.0 million (31 December 2017: EUR 37.0
million). Insofar as they form part of AKA's
liquidity reserve, they are short-term secu-
rities with a very good credit rating. As of
the balance sheet date, this proportion

of stock amounted to EUR 52.3 million

(31 December 2017: EUR 33.3 million).

As part of a rescheduling, the bank also
received EUR 3.7 million in long-term
government bonds.

The balance from the settlement of pen-
sion provisions with assets from the cover
fund is stated under the "Active difference
resulting from asset offsetting” item. The
fund assets transferred to a trustee in form
of a Contractual Trust Agreement (CTA)
amount to EUR 25.0 million as at the bal-
ance sheet date. The acquisition costs of
the offset shares also amounted to

EUR 25.0 million. The settlement amount
of pension provisions amounts to

EUR 24.7 million.

AKA's equity is composed of the subscribed
and fully paid-in capital of EUR 20.5 million
and the revenue reserves. After the reve-
nue reserves had increased to EUR 21413
million as of 1January 2018, the net profit
for the year of EUR 12.04 million should be
used to further increase the retained earn-
ings by EUR 7.94 million to EUR 222.07 mil-
lion and for a disbursement of EUR 4.1 mil-
lion of the envisaged share of the balance
sheet profit. The bank thus has a core capi-
tal of EUR 233.7 million, that is sufficient for
the proposed business for the observation
period of 24 months both in terms of capi-
tal adequacy under regulation (EU) no.
575/2013 (CRR) and in terms of the level of
debt, as set out in Basel lll accord (leverage
ratio).

No special events occurred after the bal-
ance sheet date that might have had an
impact on the net asset, finance and
earnings position.



5. Earnings

Various factors affected the results of
fiscal year 2018.

Net interest income during the past fiscal
year was EUR 37.0 million, which is 12.3 %
above the previous year's level (2017: EUR
32.9 million). The positive earnings growth
in interest income can be attributed to an
increase in the volume of loans and to
higher net interest margins, in the ECA
sector in particular.

The net commission income of EUR

6.1 million increased by 6.0 % compared to
the previous year. In particular, this is the
result of the positive development in the
LC sector which overcompensated for the
decline in net fee and commission income
from the management of loan receivables
held in trust.

Overall, the result from the loan business
thus amounted to EUR 43.1 million com-
pared to EUR 38.7 million in the previous
year. Net earnings from the loan business,
which provide a relevant performance indi-
cator, reach a level of EUR 42.7 million,
which is 12.4 % above previous year. The
planned expectation for 2018, which was
EUR 40.1 million, was clearly exceeded
mainly through higher net margins in the
existing ECA business and higher commit-
ment fees accrued.

General administrative expenses rose by
2.8 million EUR in 2018, triggered by higher
personnel and other administrative ex-
penses. In particular, pension expenses
increased by EUR 1.0 million due to a de-
clining interest rate factor.

Compared to the results of the previous
year, the operating result improved signifi-
cantly by EUR 1.6 million to EUR 22.3 mil-
lion. The Cost Income Ratio (CIR) consti-
tutes a key performance indicator for AKA.
The ratio of administrative expenses to
net interest and net fee and commission
income was 48.2 % and thus 1.8 percent-
age points higher that the previous year.

Other operating expenditures largely con-
tain interest-rate-induced charges for pen-
sion provisions, whereas other operating
earnings mainly originate from the reim-
bursement of affiliates as well as the
reversal of provisions.

AKA has also made appropriate provisions
for risks arising from the loan business in
the 2018 annual financial statements. In
total, allocations to risk provisions of EUR
14.9 million contrasted with liquidations of
EUR 10.4 million. A depreciation of EUR
0.04 million was registered on the securi-
ties portfolio.

After deducting the profit-related taxes, a
net profit of EUR 12.04 million was posted.
This is considerably higher than the target
value, projected in the business plan, of
EUR 9.0 million.

Return on capital as a ratio of net profit and
balance sheet total increased from 0.36 %
in 2017 to 0.38 % in the last fiscal year.
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“The net profit is well above
the target value

in the business plan”
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Earnings 2018 2017 Change

EUR million EUR million EUR million %
Net interest income 37.0 32.9 + 41 + 123
Net fee and commission income 6.1 5.7 + 04 + 6.0
Administrative expenses (incl. depreciation) - 207 -179 +2.8 + 157
Operating result 223 20.7 + 1.6 + 76
Other earnings/expenses - 05 - 05 + 0.0 - 89
Risk provisioning - 41 - 35 + 0.6 + 183
Income taxes - 57 - 57 + 0.0 + 04
Net profit 12.0 111 +09 + 86
Net earnings from lending 427 38.0 + 4.7 + 124
Cost income ratio 48.2% 46.4 % + 1.8% + 39
Return on equity (before taxes) 7.6 % 7.4 % +02% + 27

The return on equity before taxes, the
company's third financial performance
indicator, improved from 7.4 % to 7.6 %
and is therefore well above the annual
plan of 6.4 %. It is determined as the ratio
of net profit before taxes to the equity
capital available at the beginning of the
year less the distributable profit.



6. Committees and Human Resources

Committees: The bank's Supervisory Board
(SB) currently comprises representatives of
ten shareholder banks (at least six pursu-
ant to the articles of association). The com-
mittee supervises and accompanies in an
advisory capacity and in accordance with
regulatory requirements the work of the
Management and decides also, among
other things, on the principles of granting
loans in accordance with the articles of
association. To increase the efficiency and
to support its work, the SB has set up sup-
port committees.

The Risk Commission advises the SB and
Management in particular on questions of
risk assessment, risk management and risk
control. In addition, the Panel also provides
advice on the strategic direction of the
bank. It advises the SB on the subjects dis-
cussed during its meetings and gives it
recommendations for resolutions.

The Nominations Committee (NC) and the
Remuneration Control Committee (RCC) are
made up of the SB Chair and his represen-
tatives from the SB. Both have the task of
supporting the SB and Management on all
principle Human Resources management
matters falling within their area of respon-
sibility pursuant to the articles of associa-
tion as well as in the appointment of the
Executive Directors. The Nomination Com-
mittee also oversees the evaluation of the
Management and the structure and com-
position of the SB in accordance with the
requirements of the German Banking Act
(KWGQ).

Pension obligations: AKA's pension assets
were outsourced in 2007 in coordination
with the SB within the framework of a Con-
tractual Trust Arrangement (CTA). Due to
the fact that the performance of capital
assets has developed considerably less
than forecasts and expectations, a decision
was made in 2012 to transfer the pension
assets to a CTA particular to AKA. In autumn
2013, the bank founded AKA Treuhand e.V.
and invested the pension assets that were
previously separated on the balance sheet
in this CTA.

Human Resources: The founding principle
of Human Resources management is the
business strategy along with the policies
and principles of AKA. In addition, the prin-
ciple applies of maintaining what has been
tried and tested and attentively monitoring
newer developments in Human Resources
and Health Management, verifying them for
their suitability for AKA and implementing
them where necessary.

Training: The aim of AKA is to promote the
specialist and personal further develop-
ment of its staff to prepare them for their
tasks. This was again the focus of Human
Resources work in 2018. In total, 41 % of
employees attended at least one continu-
ing professional development event or
industry conference. Furthermore, due to
numerous new business, supervisory and
regulatory requirements plus legal
changes, the proportion of sector-specific
professional training was more than 80 %.
The Human Resources Development
Programme (PEP) was also continued in
2018. The intensive Human Resources
development and qualification of employ-
ees was further expanded by AKA in a tar-
get-oriented manner.
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“The diversity of its
employees constitutes one
of the greatest strengths of
AKA as a specialised credit
institution focusing on the
financing of international

trade transactions."
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Staff structure: At the end of the fiscal
year, AKA employed 118 (2017: 106) employ-
ees. Taking into account those employees
on parental leave and working part-time,
the active employee capacities, converted
to full-time employees, were 109.75 com-
pared to 96.12 in the previous year.

The proportion of employees not covered
by collective bargaining agreements is

55 % (2017: 54 %). The average age of all
employees is around 44 years (2017:

44 years). The average term of service

is around 8 years and the proportion of
employees who have been at AKA for lon-
ger than 10 years is 39.8 %. The fluctuation
rate has decreased considerably. AKA has
transferred management responsibility to
28 employees. The proportion of female
executives is around 32 %.

Work-Llife balance: AKA is increasingly
working to promote the compatibility of
work and family life. To implement the
company's philosophy, AKA offers specific
part-time employment options which 24 %
of employees are currently utilising. In
addition, AKA has set up a cooperation
agreement with pme Familienservice to
support its employees in regard to child
care, home/elderly care and in various
other areas.

AKA considers the health of its employees
as a valuable commodity. For this reason,
a health day was offered in 2018 involving
various preventive services and health
checks.

Diversity: By signing the diversity charter in
2007, AKA underlined in a public manner
how important cultural diversity, openness
and mutual respect are for the company. In
2018, the percentage of employees from an
international background was 23 %.

The diversity of its employees constitutes
one of the greatest strengths of AKAas a
specialised credit institution focusing on
the financing of international trade trans-
actions. Cultural diversity is seen as an
enriching factor as it makes a substantial
contribution to creativity and quality.

Without the dedicated commitment of our
employees who pursue the company's
declared business objectives persistently
and resourcefully, the prospects for AKA's
future development would look bleak. The
bank would like to thank all of its staff for
their efforts and motivation in driving our
organisation forward every day in their
dealings with partners and customers,
creating a solid basis for future innovation
as a result.



7. Outlook

Beate Bischoff
Executive Director
AKA Ausfuhrkredit-Gesellschaft mbH

Good opportunities

for 2019

AKA looks back at a successful 2018 fiscal
year. Business developed extremely well.
In particular, we achieved the highest vol-
ume of new financing agreements so far
within the core business segment of long-
term ECA-covered financing. More suc-
cessful transactions were also completed
in terms of holdings in LC transactions com-
pared to the previous year. There was a
major positive development in AKA's
Structured Finance division. Only AKA's
activities in the syndicated trade loans
segment recorded a slight decline.

AKA's financial performance indicators
were largely achieved or exceeded. The
proportion of long-term new business with
investment grade rating, a quality perfor-
mance indicator, is significantly higher than
the target value. In regard to net earnings
from loans, a financial performance indica-
tor, earnings were 6 % above the planned
level. The 48 % cost-income ratio (CIR)
exceeded the planned value for 2018 but
continues to be at a level considered mod-
erate by financial industry standards.
Higher costs associated with personnel
expenditures and transfers to pension
liabilities as well as higher compliance
charges carried weight in this regard. The
allocations to blanket country risk provi-
sions were below the forecast value. A
return on equity of 7.6 % was eventually
achieved in the 2018 fiscal year, which is
above the previous year's value and the tar-
get figure.

AKA will also stay on its successful busi-
ness policy course in 2019. AKA focuses
on financing and risk taking with a real-
economy connection to trade and invest-
ment. The geographical focus of credit

risks is on emerging markets in all regions
of the world. Financing exports and pro-
jects related to German exporters is the
traditional “core business” of AKA. Over the
previous years, AKA had been expanding
this focus to include Europe and AKA also
aims to attract an even greater share of
the Export Financing market from other
European countries in 2019. Working
closely with European banks will
contribute to achieve this end.

AKA will continue to develop its product
portfolio in conjunction with its share-
holder banks. For example, AKA has estab-
lished a digital prototype in the small-ticket
segment, that is, small-volume buyer cred-
its, and this prototype can still be expanded
to include other functionalities. This will
allow AKA to develop additional digital solu-
tions which can offer added value to its
shareholder banks. The activities and earn-
ings for the year 2019, as well as the multi-
year business plan until 2021, are deter-
mined by these factors through growth in
all business sectors and through activities
in the environment of increasing
digitisation.

The development of the German and Euro-
pean economies and, in this instance in par-
ticular, foreign trade activities as well as
economic and political development on
emerging markets have a fundamental im-
pact on AKA's business model. The devel-
opment and flows of global trade are also
relevant.
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The Federal Ministry of Economics expects
an overall growth rate of 1.8 % for the Ger-
man economy for 2018 and as an outlook
for 2019. German exports should increase
by 3.7 % in 2019. The federal government
hereby revises its earlier forecast slightly
downwards. Nonetheless, the German econ-
omy clearly has been on a long drawn-out
upswing'. Based on the European Commis-
sion's forecast, the 2.1 % growth in the Euro-
pean Union in 2019 will be somewhat lower
compared to 2018 but the 2.4 % growth has
been the highest level reached over the last
10 years”. The forecasts for growth of the
global economy and international trade are
following the same trend, that is, a slow-
down after the high growth in previous
years. Economists believe that this is more
about a normalisation of growth rates than
about factors attributed to protectionist
trends and trade conflicts. Positive growth
rates are forecast for all regions of the
world. Growth at last year's level of 4.2 %

is expected for emerging markets as a
whole. The forecast for global trade will like-
wise come close to last year's value with
anincrease of 3.6 %’.

Apart from the assessment of the eco-
nomic situation, it is important for AKA's
business focus to assess the risks that may
arise from political developments and
geopolitical tensions and conflicts. In an
international context, the tensions in the
Near and Middle East merit observation as
well as the further development of sanc-
tion regulations that have an impact on
countries such as Russia.

AKA sees good opportunities for its growth
trajectory in 2019. While it is true, at first
glance, that growth of relevant economic
parameters is slowing down and there is
international tension in terms of geopoli-
tics and trade policy, AKA's loan portfolio is
distributed over a large number of coun-
tries and regions and the cooperation with
many German and international banks in
new business deals also contributes to a
high level of diversification in AKA's busi-
ness. Due to its clear business policy focus
on Trade and Export Finance and its effi-
cient processes, the bank positions itself as
a reliable business partner, generating a
substantial transaction pipeline.

The UK's exit from the EU, to some extent,
will force many players in the political and
economic environment to face major chal-
lenges. Unlike other banks and financial ser-
vices providers, AKA will hardly be affected
by Brexit, whatever form it might take.
AKA's financing business focuses on
emerging markets and its exposure to bor-
rowers domiciled in the UK is very low. AKA
works with UKEF, the United Kingdom's
export credit agency, in individual project-
related cases. In addition, AKA conducts
only a small amount of treasury activities in
the sectors in which the financial centre of
London plays an important role. Brexit
therefore will not have a structural impact
on AKA because of its business focus, nei-
ther will its loan portfolio be directly
exposed to a potentially worsening eco-
nomic landscape in the United Kingdom.

1 Herbstprojektion der Bundesregierung:

In: https://www.bmwi.de/Redaktion/DE/Dossier/Pressemitteilungen/2018.

2 Europaische Kommission - Herbstprognose 2018: Starker Binnenkonsum und hohe Investitionstatigkeit dirfen alle
Mitgliedstaaten weiter wachsen lassen, wenn auch langsamer
In: https://ec.europa.eu/commission/news Press release of 8 November 2018.

3 Global Economic Prospects, A World Bank Group Flagship Report, January 2019, p. 4, Chapter 1.



In its treasury activities, AKA continues to
work on broadening its refinancing base
while taking risk and earnings into account.
In particular, broader borrowing in USD and
an expansion of maturities in EUR were
favourable endeavours for the company in
previous years, and this trend should also
be continued in 2019. AKA's conservative
risk strategy in terms of liquidity risks is
built on refinancing deals that comply with
maturity and currency requirements as
much as possible.

In the uncovered treasury segment, AKA
continuously utilises the low-interest envi-
ronment within the Eurozone for long-term
time deposit and promissory note borrow-
ings to manage regulatory requirements
and economic risks. AKA also expects a
low-interest environment for the Eurozone
to continue in 2019. An interest rate in-
crease, which might also be supported by
lower bond purchases by the ECB, would
then have a positive effect on AKA's earn-
ings. The recent interest rate increase in
USD has no noteworthy economic effect
on AKA.

In summary, AKA plans a new business vol-
ume of about EUR 1.8 billion for 2019. The
2019 list of objectives shows a change in
the key performance indicator (KPI) which
relates to the quality of AKA's loan busi-
ness. The new KPl measures the percent-
age of counterparty ratings in the ratings
level "greater than 70" when it comes to
AKA's total loan portfolio, including re-
serves. This percentage should not exceed
10 %. Regarding net earnings from the loan
business, a result of around EUR 46 million
is expected. The 2019 plan has an innova-
tion and investment budget earmarked.
AKA expects a cost-income ratio of 55 %
when this additional expense is taken into
account.

Based on the associated risk provision
resulting from the business performance
planned for 2019, a net profit after taxes in
the amount of about EUR 9 million and a
return on equity before taxes of about 6 %
are expected. AKA has a solid equity base
with target figures for aggregate capital
ratio of 17 % and thus can continue to pur-
sue its growth trajectory.

With regard to the regulatory environment,
AKA will address the priorities laid down by
financial regulation authorities in 2019. This
continues to involve the issues arising from
requirements imposed by financial regula-
tion authorities on IT (BAIT). German finan-
cial regulation authorities also specify cer-
tain priority areas in the monitoring of the
"less significant institutions" to which AKA
belongs.

AKA considers itself a platform for topics
related to Export and Trade Financing as
well as to government instruments for for-
eign trade promotion. Through its own
event formats as well as its involvement in
committees such as Hermes-IMA and asso-
ciations with national and foreign trade
relations, AKA will also play its active part
in the discussions throughout 2019.

Frankfurt/Main, 11 March 2019

The Management of
AKA Ausfuhrkredit-Gesellschaft mbH
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Beate Bischoff Marck Wengrzik

"AKA will also stay
on its successful
business policy

course in 2019."
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Guest Contribution

Uncertain times
for the global economy -

Time for a

Prof Dr Erdal Yalcin

Professor of International Economics,

Department of Business, Cultural
and Legal Studies,

Konstanz University of Applied Sciences

clear commitment to the
Transatlantic Economic Model

"World trade is in jeopardy” - that's an
insight not only being expressed by re-
nowned economists and politicians, but is
also reflected in global economic develop-
ments. Growing nationalism and populism
in Western industrial nations are seen as
the main reasons for the increasing inter-
national uncertainty and the associated im-
minent global economic recession. Such an
assessment overlooks deeper causes that
threaten the rule-based global economic
system of the future.

EU states and Germany in particular are
open economies that have profited im-
mensely from global trade in recent de-
cades because of an extraordinarily high
foreign trade contribution. Germany's com-
modity exports of EUR 1.3 billion in 2018
reached a new record high and correspond
to about 40 % of the Federal Republic's
GDP. By exporting to fast-growing emerg-
ing markets such as China, Brazil and India,
German companies have been able to par-
ticipate in the high economic growth of
other countries and thus boost German
prosperity both in recent years and in the
last decades.

The basis for the export success of German
companies is the General Agreement on Tar-
iffs and Trade (GATT) which was adopted in
1947 by 23 nations under the leadership of
the United States. Its goal was to reduce
global trade barriers in the form of tariffs
and quotas and create a foundation for fair
and competition-based global trade. The
GATT finally resulted in the establishment
of the World Trade Organization (WTO) in
1995. With a current membership of 164
states, including Germany as an EU mem-
ber state, the aim of the WTO is to preserve
and enhance a rule-based global economic
system.

The WTO allows German companies to
engage in organised, cross-border trade by
guaranteeing a reliable legal framework.
However, trade in goods should not be
seen as a one-way street for German ex-
porters. On the contrary, German compa-
nies are also exposed to international com-
petition in the form of importers, which
have been increasing significantly in num-
ber in recent years. In this dynamic eco-
nomic environment, the success of German
companies rests on their high competitive
and innovative capability.



Equally important are national public insti-
tutions and financial intermediaries, which
facilitate successful foreign trade through
efficient customs formalities and appropri-
ate financial instruments, for example.

Rejection of international
institutions or the end of a

liberal economic order?

However, seventy years after the adoption
of the GATT and the establishment of the
WTO, support for these institutions and for
free international trade is dwindling dra-
matically. The so far successful, competi-
tion-based global economic model is at a
crossroads. This critical moment manifests
not only in theoretical economic debates
but also in imminent recessions at national
and global level.

In the public debate, individual players are
partially held responsible for this. The
"America First" rhetoric and the associated
trade protectionism of the US administra-
tion, for example, are seen as a major rea-
son for the growing threat to the global
economy. The fundamental question of
whether the actions of new global eco-
nomic actors - especially China - will con-
tinue to permit an international trading sys-
tem with the existing rules and regulations
in the future is less at the centre of the pub-
lic debate.

This question has been discussed over

the last five years in European and German
parliamentary committees. The concrete
question politicians are confronted with is
the extent to which Chinese companies
shall have continued free access to the EU
market while China restricts access of for-
eign companies to its own domestic
market.

This is not just a question of reciprocal
market access. In fact, it is uncertain
whether China with its growing economic
relevance is ready to fully adopt current
market economy rules and simultaneously
contribute to the further development of
these rules within the WTO.

Systems competition does not

end but begins with China's

WTO accession

With the collapse of the Eastern bloc start-
ing from 1989, Western industrial countries
have increasingly assumed that the liberal
economic and social model promoted by
the US and the EU would prevailin all na-
tions of the world in the coming decades.
Seemingly, it was no longer about systems
competition but primarily about how tran-
sition countries, such as China for instance,
can be integrated into the liberal, rule-
based global economic order.
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However, it is precisely the manner of
China's integration into the rule-based
global economic order that illustrates how
Western nations have truly failed in their
assessment regarding the end of the com-
petition between different systems. The
consequence is today's crisis in the global
economic system. This can be illustrated
by the reform of specific EU trade rules
regarding China.

The People's Republic of China became a
member of the WTO in 2001, thus commit-
ting to levying import duties on foreign
goods at a maximum tariff rate, the most-
favoured-nation tariff rate. As China's level
of economic development was relatively
lower than in Western nations, the country
was granted protective tariff rates far
above those of the US and the EU (Infant
Industry Argument). While the average EU
tariff for all trading partners is at around

4 %, China protects its domestic market
against foreign suppliers with average
duties of 10 %. In addition, it is usually im-
possible for foreign companies to acquire
majority stakes in Chinese firms. China has
to date one of the most restrictive invest-
ment laws for foreign investors.

In return, the EU and the US had taken tem-
porary protective measures with regard to
Chinese exporters due to the lack of market
economy structures in China. Anti-dumping
duties are of particular interest in this
instance.

Dumping takes place, for example, when
Chinese exporters sell their goods in the EU
at prices below production costs. There can
be many reasons for such behaviour, rang-
ing from the elimination of over-capacities
in China to wilful impairment of competi-
tors in the target country. To prevent such
unfair competition, the WTO offers mem-
ber states the possibility to impose anti-
dumping tariffs against specific exporters.

In China's case, WTO members were able
to levy the hitherto significantly higher
anti-dumping duties because China was
classified as a non-market economy coun-
try. In legal terms, China was assigned
"non-market economy" (NME) status under
WTO rules. The opposing model involves
countries with a Market Economy Status.

The legal basis for China's classification as
an NME can be found in paragraph 15 of
China's accession protocol to the WTO that
came into force in 2001. This paragraph al-
lows WTO members to temporarily impose
significantly higher punitive duties against
China in case of dumping. A particular fea-
ture of this Lex China consisted of this para-
graph expiring at the end of 2016 and thus
special treatment in the form of higher pro-
tective duties is no longer automatically
possible today.



The fact that a WTO rule had a fixed term
of 15 years is extraordinary. The underlying
cause of this course of action taken by WTO
members was the expectation that China
will develop adequate market economy
structures within this timeframe, thus ne-
gating the need for any special treatment.

China will not become

a market economy within

our lifetime

While the People's Republic of China has
been developing into the world's largest
exporter of consumer goods since 2001
due to its WTO membership, the expecta-
tions of Western nations regarding the
opening of the state-controlled economic
system and its transformation into a mar-
ket economy have been completely dashed.

In fact, over the last 15 years, China has
systematically placed the direction of indi-
vidual industries under state control. The
state has direct influence on key input
prices such as energy but also indirect in-
fluence through government subsidies.
State loans for large-scale projects and
exports are granted to Chinese companies
at terms that are impossible under market
economy conditions. These interventions
distort world market prices for a wide
range of commodities.

The Chinese system also allows industries
with large overcapacities to survive and
this also contributes to a drop in prices.
Given China's export power, these price
misallocations are steadily increasing and
represent a threat to free markets.

Individual sectors within the EU have al-
ready started to experience the ramifica-
tions of Chinese economic policy. The
German solar cell industry, for example, Guest Contribution
was pushed out of the global market within

a few years. Similarly, the Chinese steel

industry is regularly facing punitive duties

again and again.

While China's state economic policy has
mainly been a problem so far for the "old
economy', high-tech sectors are now in-
creasingly coming into conflict with the
Chinese economic model. In recent years,
through state subsidies and the takeover
of foreign market leaders accompanied by
technology transfers, Chinese global com-
panies are also appearing in key future-
oriented industries. Their success, which is
often not based on market economy princi-
ples, poses a threat to international com-
petition in market economies.

After 1989, the world is obviously experi-
encing a new systems competition in which
China makes use of the advantages of the
liberal market economy system and, at the
same time, systematically continues to pro-
tect its own market from foreign competi-
tion under the guise of an "Infant Industry
Nation"
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Neither the EU nor the US,

acting alone, canwin a

systems competition

Both the US and the EU recognise these
alarming developments. The Transatlantic
Trade and Investment Partnership (TTIP)
that was initiated under President Obama
in 2013 as a joint trade project aimed,
among other things, at reinforcing the
rule-based market economic model and
curtailing China's efforts to establish a

state economic model. As generally known,
this far-reaching trade agreement between

the EU and the US failed because of major
reservations, especially among the
German public.

The TTIP failed, systems
competition continues

on the national level

A coordinated transatlantic course of ac-
tion against China's economic policy ap-
pears to be improbable, especially since
Donald Trump's election as the President
of the United States. Therefore, member
states of the EU increasingly take legisla-
tive initiatives that are explicitly directed
at China's state-controlled economic pol-
icy. However, two examples make it clear
that national solo policies cannot be a
sustainable solution when it comes to
global economic issues:

1) The new EU trade legislation allows

higher anti-dumping duties only in
special cases if the EU Commission can
provide appropriate evidence. The USA,
on the other hand, have maintained a
special treatment of China in the Ameri-
can anti-dumping legislation, allowing
higher punitive tariffs.

If China were to pursue a dumping policy
involving specific export commodities,
this can lead to future bilateral conflicts
not only between China and the respec-
tive trading partner but also to conflicts
amongst China's trading partners. Be-
cause of its new anti-dumping rules,

the EU could then impose lower anti-
dumping tariffs against China than those
imposed by the US. As a consequence,
US corporations could declare EU ex-
ports too cheap due to utilised dumped
intermediate goods from China, and like-
wise impose possible protective duties
on them.

2) Another new initiative in economic

policy, especially in Germany, is the
revitalisation of an active industrial pol-
icy. The Federal Ministry for Economic
Affairs and Energy plans to promote key
industries so that they can become
global market leaders, especially when
facing state-supported Chinese compa-
nies. If allindustrial nations were to act
in such a manner, this could resultina
competition for public funds amongst
major industrial nations. First of all,



this could also distort competition
conditions amongst Western industrial
states. Furthermore, significantly higher
burdens on consumers and the state can
be expected if the market mechanism
and the associated efficient pricing
mechanism are weakened by increasing
state intervention.

These two examples of trade policies cur-
rently being discussed show that solo poli-
cies of nations with a market economy
weaken the hitherto existing rule-based
global economic system in the long term
and ultimately increase state interventions
similar to China's.

A meaningful first step is

to strengthen the

transatlantic economic model

In light of China's economic approach, an
increasingly active economic policy, espe-
cially in developed countries with market
economies, is understandable. However,
the examples illustrated above show that
national solo policies will lead to interven-
tion competition amongst member states
of the WTO in the long term at the expense
of a global market economy. Failure of
Western industrial nations to coordinate
and cooperate threatens to unleash a
downward spiral whose end could spell
the collapse of the WTO.

Guest Contribution

It is therefore of great importance for the
transatlantic partners to return to a com-
mon foreign trade policy, especially in to-
day's situation. A so-called TTIP Light,
which will initially strengthen bilateral
trade between the US and the EU, can be
used as the engine for reinforcing the
global trading system of tomorrow. The
step-by-step expansion of a new Western
liberal commercial alliance, similar to de-
velopments in the post-war period of the
last century, has the potential to further
develop the existing rule-based global
trading system based on free competition.

The political challenge today is to convince
an increasingly globalization-sceptical
population of the need for a new transat-
lantic liberalization initiative. Recent devel-
opments in the United Kingdom in the con-
text of Brexit or US protectionist trade poli-
cies show the complexity and the extra-
ordinary challenge of these tasks.
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Balance sheet as at 31 December 2018

Assets 31.12.2018 3112.2017
EUR EUR EUR thousand
1. Cashreserve
a) Cashreserve 5,954.23 4
b) Cash held at central banks 133,350,284.04 133,356,238.27 89,154
including: at Deutsche Bundesbank
EUR 133,350,284.04 (2017: EUR 89,154,000)
2. Loans and advances to banks
a) On demand 16,979,307.77 41,448
b) Other receivables 507,193,159.53 524.172,467.30 483,862
3. Loans and advances to customers 2,119,395,756.07 1.986,853
4. Debenture bonds and
and other fixed-interest securities
a) Money market instruments
aa) from public issuers 17,373,258.08 0
including: eligible as collateral at Deutsche Bundesbank
EUR 0 (2017: EUR 0 thousand)
b) Loans and debenture bonds
ba) from public issuers 3,700,325.32
including: eligible as collateral at Deutsche Bundesbank
EUR 0 (2017: EUR 0 thousand)
bb) from other issuers 34,923,307.87 55,996,891.27 37,040
including: eligible as collateral at Deutsche Bundesbank
EUR 0 (2017: EUR 0O thousand)
5. Shares in affiliated companies 8,387,107.30 8,387
6. Trust assets 363,117,464.39 420,681
including: Trust asset loans
EUR 363,117,464.39 (2017: EUR 420,681,000)
7. Intangible assets 402,008.69 486
Acquired licences, industrial property rights and similar rights and assets
as well as licences to such rights and assets
8. Fixed assets 1130,298.21 1,108
9. Other assets 506,351.64 277
10. Accrued and deferred items 301,048.07 322
11. Active difference resulting from asset offsetting 212,185.30 540
Total assets 3,206,977,816.51 3,070,162



Liabilities 31.12.2018 31.12.2017

EUR EUR EUR thousand
1. Amounts due to banks
a) On demand 27181,720.46 791
b) With an agreed term
or period of notice 2,265,983,560.17 2,293,165,280.63 2,187,459
2. Amounts due to customers
other liabilities
a) On demand 26,677,515.99 21,062
b) With an agreed term
or period of notice 256,171,254.55 282.848,770.54 178,487
3. Trust liabilities 363117,464.39 420,681
including: Trust asset loans
EUR 363,117,464.39 (2017: EUR 420,681,000)
4. Other liabilities 330,128.35 504
5. Accrued and deferred items 7,250,036.76 8,007
6. Provisions
a) Tax provisions 3127,870.65 7143
b) Other provisions 10,466,162.04 13,594,032.69 7,296

7. Equity capital
a) Subscribed capital 20,500,000.00 20,500
b) Revenue reserves
Other revenue reserves

As at 01January 2018 214,132,103.15 207152
Transfers from
net profit for the year 2018 0.00 214,132,103.15 6,980
c) Retained earnings brought forward 0
d) Balance sheet profit 12,040,000.00 246,672,103.15 4100
Total liabilities 3070062 e 7>

1. Contingent liabilities
Contingent liabilities from guarantees 496,491,028.37 353,620

2. Other obligations
Irrevocable loan commitments 1,161,348,640.37 802,577



Profit and loss account for the period from 01 January - 31.12.2018

Expenses 2018 2017
EUR EUR EUR EUR thousand
1. Interest expenses 40.840.414,93 32.268,04
2. General administrative expenses
a) Personnel expenses
aa) Wages and salaries 9,647,480.54 8,671.20
ab) Social charges and expenses
for pensions and
for support 4136,579.18 13,784,059.72 3,000.71
including: for pensions
EUR 2,818,972.92 (2017: EUR 1,786,000)
b) Other administrative expenses 6,499,820.87 20,283,880.59 5,823.36
3. Depreciation and value adjustments
on intangible and tangible assets 456,615.85 429.57
4. Depreciation and value adjustments
on receivables and certain securities
plus allocations to provisions in the loan business 4,085,375.73 3,452.14
5. Other operating expenses 1,250,272.61 1,456.82
6. Taxes on income and revenue 5,702,951.28 5,681.89
7. Other taxes 22,8320 26.74
8. Net profit 12,040,000.00 11,080.00
Total expenses 84,682,343.09 71,890.46

76 Profit
and loss
account

1. Net profit/loss
2. Adjustments to other revenue reserves

12,040,000.00 11,080
0.00 6,980

3. Balance sheet profit

12,040,000.00 4,100



Earnings 2018 2017
EUR EUR EUR thousand
1. Interest income from
a) Loan and money market transactions 77108,471.73 64,589.09
b) Fixed-interest securities 717169.71 77,825,641.44 626.27
2. Net fee and commission income 6,065,508.41 5,720,39
3. Earnings from appreciation on receivables
and certain securities as well as from
the reversal of provisions in the loan business 0.00 0.00
4. Other operating earnings 791193.24 954.71
Total earnings 84,682,343.09 71,890.46

Profit 77
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78 Notes

General explanations

General explanations: The registered office of AKA Ausfuhrkredit-Gesellschaft mbH is in
Frankfurt/Main. The company is registered at Frankfurt/Main local court under commercial register
number 7955.

The annual financial statements of AKA Ausfuhrkredit-Gesellschaft mbH for the fiscal year running from
1January to 31 December 2018 were prepared in accordance with the German Commercial Code (HGB),
the German Limited Liability Company Act (GmbH) and the German Ordinance on Bank Accounting
(RechKredV).



Accounting policies and valuation methods: Cash reserve, loans and advances to banks and customers
plus other assets and assets set off pursuant to Section 246 (2) HGB are quoted at their nominal value
or acquisition cost. Credit risks were allowed for by means of individual value adjustments, country risk
provisions and provisions for inherent default risks. In addition, general banking risks are covered by a
prudential reserve pursuant to Section 340f HGB. The overall credit risk was also taken into account by
means of a lump sum provision. This has been carried out in the amount permitted by tax law. Neces-

sary revaluations were made up in accordance with Section 253 (5) HGB.

According to the rules for current assets, with the strict lower-of-cost-or-market principle, liquidity

reserve securities are shown at the lower of acquisition cost and fair value.

Shares in affiliated companies are posted at their acquisition costs.

Intangible and fixed assets are capitalised at acquisition cost less scheduled straight-Lline depreciation.
Low-value movable assets with acquisition costs between EUR 150.00 and EUR 1,000.00 were not fully
paid in the year of acquisition by the end of 2017 according to Section 6 (2a) of the German Income Tax
Act (EStQ), but instead, based on the regulation applicable from 1January 2008, are written down over
five years in the form of a compound item at a rate of 20 % per year and recorded as an investment even
if they have actually already been written off previously. After five years, a divestiture will be shown in
the fixed asset schedule. Since 1January 2018, low-value tangible investment goods with acquisition
costs not exceeding EUR 800 are deducted in full as business expenses pursuant to section 6 (2)(1) EStG.

Liabilities are recorded at their settlement amount.

The accrued and deferred items include accrued net interest and commission income which were

already received at the balance sheet date pursuant to section 250 (2) HGB but only constitute earnings

for a specific time after this day. Notes 79
Accounting policies

Pension obligations are formed according to actuarial principles. The calculation occurs according to and valuation methods

the Projected Unit Credit Method using biometric data based on the 2018 G mortality tables of Dr Klaus

Heubeck. The calculation is based on the expected salary and wage increases of 2.1 % per annum and a

pension dynamic of 1.6 % to 2.1 % per annum. According to Section 253 (2) and (6) HGB, pension obliga-

tions with a remaining term of more than one year are now discounted at the average market interest

rate from the past ten fiscal year's corresponding to their remaining term. The calculated interest rate

for the ten-year average amounts to 3.21 %. In comparison, the calculation interest rate for the seven-

year average amounts to 2.33 %.

Pursuant to Section 253 (1) sentence 2 HGB, provisions for taxes and other provisions are recognised at
the settlement amount according to reasonable commercial assessment. Provisions with a term of more
than one year are discounted at the average market interest rate from the past seven fiscal year's corre-

sponding to their remaining term.

Currency is converted in accordance with the provisions of Section 256a HGB in conjunction with Section
340h HGB. Foreign currency receivables and foreign currency liabilities were converted using the Euro-

pean Central Bank's reference rate of 31 December 2018.

The cash value method is used for a loss-free evaluation of the banking book. The banking book includes
all on and off-balance sheet financial instruments. Hidden reserves or hidden losses result from the net-
ting of the banking book's present value under consideration of administration expenses and risk costs
and the banking book's carrying amount. In cases where this results in a surplus of hidden losses, a pro-
vision will be made in accordance with Section 340a in conjunction with Section 249 (1) sentence 1 alter-
native 2 HGB.
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Explanations on the
balance sheet

Assets
Loans and advances to banks: Loans and advances to banks mainly result from loans under AKA's

plafond E facility. Other loans and advances to banks are broken down by their residual terms as

follows:
3112.2018 31.12.2017
EUR thousand EUR thousand
up to three months 65,575 57,206
between three months and a year 172,543 203,729
between one and five years 253,486 210,269
more than five years 15,589 12,659

507,193 483,863

Loans and advances to banks include loans to shareholders in a total amount of EUR 15,674,000
(2017: EUR 15,833,000).

There are no receivables with an indefinite maturity.

Loans and advances to customers: Loans and advances to customers have the following residual

terms:
3112.2018 31.12.2017
EUR thousand EUR thousand
up to three months 102,169 94,207
between three months and a year 274,632 245,57
between one and five years 1136,489 1,059,494
more than five years 606,106 587,641

Debenture bonds and other fixed-interest securities: Securities of the liquidity reserve are predomi-
nantly comprised of debenture bonds and other fixed-interest securities. There was a credit-related

security in the portfolio as at the balance sheet date.

marketable listed not listed
3112.2018  3112.2017 3112.2018  31.12.2017 3112.2018  31.12.2017
in EUR thousand
Debenture bonds
and other fixed-interest
securities 55,997 37,040 52,297 33,366 3,700 3,674

This item includes securities amounting to EUR 52,348,000 (2017: EUR 33,415,000) which become due in

the year following the balance sheet date.

Shares in affiliated companies: AKA holds a 100 % stake in the share capital of Grundstiicksverwaltung
Kaiserstrasse 10 GmbH, Frankfurt/Main, Germany (GVK) amounting to EUR 31,000. GVK is owner of the
business properties at Kaiserstrasse 10 and Grosse Gallusstrasse 1-7 in Frankfurt/Main. For fiscal year
2017, the company recorded a net loss of EUR 763,000 (2016: net profit EUR 336,000). In addition, AKA
holds a 100 % share (EUR 51,000) in Privatdiskont-Aktiengesellschaft (PDA), Frankfurt/Main. This com-
pany currently does not carry out any business operations. For fiscal year 2017, PDA posted a net loss of
EUR 0.7 thousand (2016: net loss EUR 500). Consolidated accounts for the group consisting of AKA, GVK
and PDA were not drawn up due to the negligible significance of the subsidiaries. The shares are not

marketable.



Trust assets: Trust assets include trust loans, which were granted by AKA for third parties (banks) as
well as receivables from indemnified or rescheduled loans managed on behalf of third parties. These

assets are divided up as follows:

31.12.2018 31.12.2017
EUR thousand EUR thousand

Loans and advances to banks
a) Other receivables 2,580 2,581

Loans and advances to customers
a) Other receivables 360,537 418,100

363,117 420,681

Fixed asset schedule: The schedule of fixed assets was prepared in accordance with Article 31 (6) of the

German Introductory Act to the Civil Code (EGHGB).

Shares in
affiliated Intangible Fixed
companies assets assets
Historical acquisition costs
As at 1January 2018 8,387 1937 4,012
Additions 0 54 403
Disposals 0 0 174
As at 31 December 2018 8,387 1,991 4241
Accumulated depreciation
As at 1January 2018 0 1,451 2,904
Additions 0 138 319
Disposals 0 0 112
As at 31 December 2018 0 1,589 31m
Carrying amount as at 31 December 2018 8,387 402 1,130
Historical acquisition costs
As at 1January 2017 8,387 1,691 3,420
Additions 0 246 592
Disposals 0 0 0
As at 31 December 2017 8,387 1,937 4,012
Accumulated depreciation
As at 1January 2017 0 1324 2,602
Additions 0 128 302
Disposals 0 0 0
As at 31 December 2017 0 1,451 2,904
Carrying amount as at 31 December 2017 8,387 486 1,108

Tangible assets include operating and office equipment with a book value of EUR 820,000 as of

31 December 2018. Land and buildings used for own activities are included in the amount of EUR 0.

Other assets: Other assets include receivables from affiliated companies amounting to EUR 244,000
(2017: EUR 236,000) as well as collateral given for irrevocable payment commitments amounting to
EUR 242,000 (2017: EUR 0).

Active difference resulting from asset offsetting: The item of the active difference resulting from
asset offsetting in the amount of EUR 212,000 (2017: EUR 540,000) represents the carrying amount of

fund assets in excess of the settlement value of pension provisions.
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Explanations on the
balance sheet

Liabilities

Amounts due to banks: Amounts due to banks with an agreed term or period of notice have the

following residual terms:

31.12.2018 31.12.2017

EUR thousand EUR thousand

up to three months 376,895 337189
between three months and a year 315,462 307112
between one and five years 999,868 993,909
more than five years 573,758 549,249

Amounts due to banks with an agreed term or period of notice contain amounts due to shareholders

in the amount of EUR 633,847,000 (2017: EUR 496,702,000).

Assets in a total amount of EUR 1,659,848,000 (2017: EUR 1,600,560,000) were transferred as

collateral.

Amounts due to customers: Other amounts due to customers with an agreed term or period of notice

have the following residual terms:

31.12.2018 31.12.2017

EUR thousand EUR thousand

up to three months 38,620 3,436
between three months and a year 50,000 70,000
between one and five years 128,551 74,051
more than five years 39,000 31,000

Amounts due to customers and unsecured amounts due to affiliated companies in the amount of

EUR 4,310,000 (2017: EUR 4,497,000).

No assets were transferred as collateral.

Trust liabilities: Trust liabilities break down as follows:

31.12.2018 31.12.2017
EUR thousand EUR thousand
Amounts due to banks
a) with an agreed term or period of notice 333,920 394,471
Amounts due to customers
a) with an agreed term or period of notice 29197 26,210

Other liabilities: Other liabilities mainly include trade payables of EUR 288,000 (2017: EUR 358,000).



Accrued and deferred items: The accrued and deferred items are composed as follows:

31.12.2018 31.12.2017

EUR thousand EUR thousand

Risk premium 5233 5525
Administration fee 2,016 2,449
Other 1 33

Provisions for pensions and similar obligations: The pension provision is offset with fund assets

as follows:
3112.2018 3112.2017
EUR thousand EUR thousand
The settlement amount of pension provisions 24,739 22,619
Fund assets 24,951 23159

Active difference resulting from asset offsetting -540

The settlement amount of the pension provisions was offset within the framework of a Contractual
Trust Arrangement (CTA) with the cover assets transferred to AKA Treuhand e.V., Frankfurt/Main.

Cover assets consist of Euler Hermes-covered credit claims and cash balances with AKA Ausfuhrkredit-
Gesellschaft mbH and another bank. Allocations to cover assets amounted to EUR 70,000 (2017: EUR
152,000). The amount of cover assets in excess of the settlement amount of pension provisions is
classified as an active difference resulting from asset offsetting. No offsetting of expenses and earnings
was carried out. The fair values of the cover assets correspond to the nominal value and therefore do

not exceed it. To this extent, there is no prohibition on distribution.

Notes 83
Due to the change in Section 253 (2) and (6) HGB, the difference between the valuation of the pension
- . . o Explanations on the
provision and the ten-year average interest rate and the seven-year average interest rate is indicated balance sheet

on every balance sheet date. This is presented as follows:

31.12.2018 31.12.2017
EUR thousand EUR thousand

Pension provision valued at
ten-year average interest rate 24,739 22,619
seven-year average interest rate 27738 25,168

Tax provisions: Tax provisions include provisions for current taxes amounting to EUR 1,915,000 (2017:
EUR 4,541,000) and for tax risks amounting to EUR 1,213,000 (2017: EUR 2,602,000). In fiscal year 2018

tax risks were revalued, after which the corresponding provision was adjusted in terms of its amount.

Other provisions: Other provisions comprise provisions for imminent credit risks arising from the loan
business in an amount of EUR 6,591,000 (2017: EUR 3,688,000). The change in the portfolio took into
account the discounting of provisions for imminent credit risks from the loan business amounting to
EUR 69,000 (2017: EUR 46,000) with the allocation and discounting of these provisions and in the
amount of EUR 63,000 (2017: EUR 108,000) on write-back. In addition, human resource provisions in
the amount of EUR 2,525,000 (2017: EUR 2,271,000) were formed.
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Profit and loss account

Interest expenses: Interest expenses comprise EUR 523,000 (2017: EUR 364,000) of positive interest

expenses from time deposits of banks and investment funds.

Other operating expenses: Other operating expenses primarily include interest expenses from the

discounting of provisions amounting to EUR 823,000 (2017: EUR 852,000) as well as expenses for non-

deductible prepaid taxes of EUR 410,000 (2017: EUR 86,000).

Tax on income and revenue: Taxes on income and revenue are only applicable to the result of normal

business activity.

Interest earnings from loan and money market transactions: The negative interest income results

from the reserve assets at the Bundesbank exceeding the minimum reserve requirement of the institu-

tion as well as deposits with other banks.

Interest earnings from loan and money market transactions according to their geographical origin can

be broken down as follows:

2018 2017

EUR thousand EUR thousand

Africa 5141 4,288
Asia and Oceania 6,890 6,918
EU 7,690 7433
Europe (non EU) 6,160 4195
CIS and Russia 13,315 10,567
Middle East 2,186 1,679
Near East 21,749 19,176
North and Central America 13,708 10,044
South America 269 289

Income from credit and money market transactions in the amount of EUR 491,000 (2017: EUR 295,000)

of negative interests mainly result from assets held at Deutsche Bundesbank exceed the minimum pro-

vision requirements.

Interest earnings from fixed-interest securities: Interest income from fixed-interest securities is

attributable to the following geographic regions:

2018 2017

EUR thousand EUR thousand

Asia and Oceania 150 49
EU 346 54
North and Central America 221 523
n7 626



Net fee and commission earnings: Net fee and commission earnings results primarily from AKA's trust

business as well as risk sub-participations, letter of credit confirmations and purchase agreements with

domestic banks.

Net fee and commission income can be broken down according to geographic origin as follows:

2018 2017

EUR thousand EUR thousand

Africa 654 270
Asia and Oceania 300 136
EU 888 894
Europe outside EU 35 17
CIS and Russia 782 626
Middle East 1,235 1m
Near East 1,847 2,306
North and Central America 88 317
South America 236 43

Other operating earnings: Other operating earnings primarily resulted in 2018 from the reversal of

provisions amounting to EUR 320,000 (2017: EUR 518,000) as well as the compensation for expenses
of the subsidiary GVK GmbH in the amount of EUR 250,000 (2017: EUR 250,000). During the last fiscal

year, interest-related earnings accrued from the discounting of provisions amounting to EUR 4,000

(2017: EUR 12,000).

Foreign currency business: The total amount of assets denominated in foreign currencies, following

the deduction of adjustments, is made up of the following:

3112.2018 31.12.2017

EUR thousand EUR thousand

Cash held at central banks 279 22

Loans and advances to banks 106,085 118,279

Loans and advances to customers 902,900 785,990

Debenture bonds 55,997 37,040

Trust assets 13,799 23,447

Intangible assets 0 0

Prepaid expenses 36 42
The total amount of liabilities in foreign currencies comprises as follows:

3112.2018 31.12.2017

EUR thousand EUR thousand

Amounts due to banks 1,069,195 949,767

Amounts due to customers 35 229

Trust liabilities: 13,799 23,447

Provisions 65 79

Deferred income 52 66

Irrevocable loan commitments in the amount of EUR 167,213,000 (2017: EUR 173,930,000) and contingent
liabilities from guarantees amounting to EUR 234,332,000 (2017: EUR 132,795,000) are posted in foreign

currency as at the balance sheet date.

In principle, the receivables and liabilities in foreign currency are set out in currency, amount and

due date.
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Deferred taxes: Deferred taxes were not recognised in exercise of the option set out under Section 274
(1) sentence 2 HGB.

Contingent liabilities: Contingent liabilities from guarantees are broken down as follows:

3112.2018 31.12.2017

EUR thousand EUR thousand

Loan guarantees 205,609 156,221
Letter of credit 255,747 161,663
Guarantee facilities 35135 35,736

496,491 353,620

The utilisation risk of contingent liabilities is assessed as low, because they relate to letters of credit and

guarantee facilities in connection with the financing of foreign trade.

No assets were transferred as collateral. The previous year's values were adjusted because of a reclas-

sification of the respective subtypes.

Other obligations: Irrevocable loan commitments comprise as follows:

31.12.2018 31.12.2017
EUR thousand EUR thousand
Irrevocable loan commitments for the loan business 1,161,349 802,577

1,161,349 802,577

Irrevocable loan commitments for the loan business are expected because essentially there are still
outstanding disbursements of ECA-covered export financing which will reduce the irrevocable loan com-

mitments accordingly as soon as the disbursement conditions are met.

Other financial obligations: In order to secure refinancing loans, security guarantees have been con-
cluded with the Federal Republic of Germany. Within the context of supplementary guarantee provision
agreements, AKA undertakes to make use of security guarantees to pay the amount guaranteed. Possi-
ble payment claims from guarantee provisioning in connection with securitisation guarantees existed
at the end of the year in the amount of EUR 771,207,000 (2017: EUR 724,817,000).

During the course of the 2018 annual subscription levy for the single resolution fund, AKA made use of
the opportunity to provide 15 % of the contribution as hedged payment claims. The obligation arising
from these amounts to EUR 242,000 (2017: EUR 0).

Forward transactions/valuation units: At the balance sheet date there is one forward transaction with
interest risks in the form of an interest rate swap. The transaction serves exclusively as a hedge against

the risk of a change in future cash flows from the refinancing business.

At the balance sheet date, the interest rate swap with a nominal volume of EUR 16,000,000 (which is not
part of a valuation unit) results in a positive fair value of EUR 26,000. The counterparty of the swap is
one of AKA's shareholders.



Remuneration: The members of the Supervisory Board receive a remuneration of EUR 290,000 (2017:
EUR 364,000) plus VAT, where applicable.

As at 31 December 2018, provisions for pension obligations to former managing directors and their sur-
viving dependents were set aside in the amount of EUR 7,786,000 (2017: EUR 7,250,000). In 2018, remu-
nerations amounted to EUR 635,000 (2017: EUR 631,000).

In regard to the remuneration of management, AKA makes use of the rule of exception set out in Section
286 (4) HGB in conjunction with Section 285 no. 9a HGB.

Auditor fees: Fees for the auditors of the annual financial statements for fiscal year 2017 are broken
down as follows:

2018 2017
EUR thousand EUR thousand
Auditing of financial accounts 205 190
Other opinion and or assessment services
Tax consultancy
Other services 0 0
207 190

Employees: AKA Ausfuhrkredit-Gesellschaft mbH and its subsidiaries Grundstiicksverwaltung
Kaiserstrasse 10 GmbH and Privatdiskont-Aktiengesellschaft as well as Liquiditats-Konsortialbank
GmbH i.L. - all based in Frankfurt/Main — are run by the same staff.

2018 2017

male female total total

Full-time 53 32 85 80
Part-time 7 21 28 26 Notes 87

Parental leave 0 1 1 0

Other information

60 54 14 106
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Executive bodies: The AKA Supervisory Board is composed as follows:

Full members

Michael Schmid "
Economist
Konigstein/Taunus

— Chairman -

Werner Schmidt™
Managing Director
Deutsche Bank AG,
Frankfurt/Main

— First Vice Chairman -

Thomas Dusch
Senior Vice President
UniCredit Bank AG,
Munich

— Second Vice Chairman -
as of 10 April 2018

Philipp Reimnitz"
Executive Vice President
UniCredit Bank AG,
Hamburg

- Second Vice Chairman -
until 10 April 2018

Alexander von Dobschiitz "
Board Member

Deutsche Kreditbank AG,

Berlin

— Third Vice Chairman -

Michael Maurer'

Senior Vice President
Landesbank Baden-Wurttemberg,
Stuttgart

Dr. Hartmut Schott
Executive Director

Erste Abwicklungsanstalt,
Disseldorf

as of 1 October 2018

Georg Lucht
Executive Director

Erste Abwicklungsanstalt,
Disseldorf

as of 10 April 2018

until 30 September 2018

Max Niesert'
Managing Director
Portigon AG,
Dusseldorf
until 10 April 2018

Winfried Miinch'
Direktor der DZ BANK AG
Deutsche Zentral-
Genossenschaftsbank,
Frankfurt/Main

"Member of the Risk Commission ”member of the Nominations Control Committee and Remuneration Committee

Deputy Members Full members

Yoram Matalon
Managing Director
HSH Nordbank AG,

Jeannette Vogelreiter
Managing Director
Commerzbank AG,

Frankfurt/Main Hamburg

as of 10 April 2018
Frank Schitz
Director

Deutsche Bank AG,
Frankfurt/Main

Inés Ludke
Managing Director
UniCredit Bank AG,
Munich

Sandra Gransberger
Head of Internal Audit

0DDO BHF Aktiengesellschaft,
Frankfurt/Main

Knut Richter
Director

Landesbank Berlin AG,
Berlin

Florian Seitz
Director

Bayerische Landesbank,
Munich

Nanette Bubik

Vice President

Landesbank Baden-Wirttemberg,
Stuttgart

TBA

Dr. Hartmut Schott
Executive Director

Erste Abwicklungsanstalt,
Disseldorf

as of 10 April 2018

until 30 September 2018

Georg Lucht
Executive Director

Erste Abwicklungsanstalt,
Dusseldorf

until 10 April 2018

Manfred Fischer
Direktor der DZ BANK AG
Deutsche Zentral-
Genossenschaftsbank,
Frankfurt/Main

Deputy Members

Jutta Arlt
Department Head
HSH Nordbank AG,
Hamburg

as of 10 April 2018

Diana Haring

Vice President

Landesbank

Hessen-Thiringen Girozentrale,
Frankfurt/Main

until 10 April 2018

Birgitta Heinze

Direktorin

0DDO BHF Aktiengesellschaft,
Frankfurt/Main

Béatrice du Hamél
Director

Landesbank Berlin AG,
Berlin

as of 10 April 2018

Sascha Handler
Director

Landesbank Berlin AG,
Berlin

until 10 April 2018



AKA's Management consists of:

Beate Bischoff
Frankfurt/Main

Marck Wengrzik
Frankfurt/Main

Events after the balance sheet date: No particular events occurred after the balance sheet date.
Appropriation of result: \We propose that a part of the balance sheet profit amounting to EUR 4,100,000
be distributed to our shareholders and the resulting surplus amount of EUR 7,940,000 be transferred to
other revenue reserves.

Frankfurt/Main, 11 March 2019

Management of AKA Ausfuhrkredit-Gesellschaft mbH

[ daasll oLl

Beate Bischoff Marck Wengrzik
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Annex to the annual financial statements

Specifications according to Section 26a of the German Banking Act (KWG)
Country-specific reporting: The requirements of Article 89 of EU Directive 2013/36/EU (Capital Require-
ments Directive, CRD IV) were transposed into German law in accordance with Section 26a KWG. This

requires a "country-specific reporting” in conjunction with Section 64r (15) KWG.
This reporting discloses the following required information:

1. Company name, type of activities and geographic location of the branches
2. Turnover

3. Number of wage and salary earners in full-time equivalents

4. Profit or loss before taxes

5. Taxes on profit or loss

6. Public aid received

Sales were defined as the sum of interest income and net fee and commission income plus other
operating income. The number of employees refers to full-time employees as of 31 December 2018.
The information was determined based on the HGB individual financial statements of AKA as of

31 December 2018'.

Company Country Location Type of Turnover Employees  Profit Taxes Received
Activity before taxes on profit public aid
EUR million EUR million ~ EUR million ~ EUR million

EU Countries

AKA GmbH Germany Frankfurt/M. Bank 438 n8 17.7 57 0.0

Return on investment: Article 90 of the EU directive 2013/36/EU (Capital Requirements Directive,
CRD IV) was also transposed into German law in accordance with Section 26a KWG.

As of 31 December 2018, the return on investment within the meaning of Section 26a (1) sentence 4
KWG is 0.38 %.

"No consolidated financial statements are prepared.
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Independent Auditor's Report

Report on the Audit of the Annual Financial
Statements and of the Management Report

Opinions

We have audited the annual financial statements
of AKA Ausfuhrkredit-Gesellschaft mbH, Frank-
furt am Main, which comprise the balance sheet
as of 31 December 2018, and the income state-
ment for the financial year from 1January to

31 December 2018, and notes to the financial
statements, including the recognition and mea-
surement policies presented therein. In addition,
we have audited the management report of AKA
Ausfuhrkredit-Gesellschaft mbH for the financial
year from 1January to 31 December 2018.

In our opinion, on the basis of the knowledge

obtained in the audit,

- the accompanying annual financial state-
ments comply, in all material respects, with
the requirements of German commercial law
applicable to financial institutions and give a
true and fair view of the assets, liabilities
and financial position of the company as of
31 December 2018, and of its financial perfor-
mance for the financial year from 1January to
31 December 2018, in compliance with German
Legally Required Accounting Principles, and

- the accompanying management report as a
whole provides an appropriate view of the
company's position. In all material respects,
this management report is consistent with the
annual financial statements, complies with
German legal requirements and appropriately
presents the opportunities and risks of future

development.

Pursuant to Section 322 (3) sentence 1HGB

[Handelsgesetzbuch: German Commercial Code)],
we declare that our audit has not led to any res-
ervations relating to the legal compliance of the
annual financial statements and of the manage-

ment report.

Basis for the Opinions

We conducted our audit of the annual financial
statements and of the management report in
accordance with Section 317 HGB and the EU
Audit Regulation No. 537/2014 (referred to sub-
sequently as "EU Audit Regulation") and in com-
pliance with German Generally Accepted Stan-
dards for Financial Statement Audits promul-
gated by the Institut der Wirtschaftspriifer
[Institute of Public Auditors in Germany] (IDW).
Our responsibilities under those requirements
and principles are further described in the "Audi-
tor's Responsibilities for the Audit of the Annual
Financial Statements and of the Management
Report" section of our auditor's report. We are
independent of the company in accordance with
the requirements of European law and German
commercial and professional law, and we have
fulfilled our other German professional respon-
sibilities in accordance with these requirements.
In addition, in accordance with Article 10 (2) point
(f) of the EU Audit Regulation, we declare that we
have not provided non-audit services prohibited
under Article 5 (1) of the EU Audit Regulation. We
believe that the evidence we have obtained is
sufficient and appropriate to provide a basis for
our opinions on the annual financial statements

and on the management report.

Key Audit Matters in the Audit of the

Annual Financial Statements

Key audit matters are those matters that, in our
professional judgment, were of most signifi-
cance in our audit of the annual financial state-
ments for the financial year from 1January to

31 December 2018. These matters were ad-
dressed in the context of our audit of the annual
financial statements as a whole, and in forming
our opinion thereon we do not provide a sepa-

rate opinion on these matters.

Determining country risk provisioning

Please refer to Section 3.4 of the management
report for more information on the risk pro-
visioning system. Please refer to the notes to
the financial statements for information on the
accounting policies used by AKA Ausfuhrkredit-

Gesellschaft mit beschrankter Haftung.



The Financial Statement risk: As of 31 December
2018, AKA Ausfuhrkredit-Gesellschaft mit be-
schrankter Haftung recognized EUR 28.1 million
in provisions for expected credit losses in its
financial statements. Of this amount, EUR

23.7 million is applicable to lump-sum country
risk provisioning, EUR 3.7 million to specific
allowances determined for specific cases and
EUR 0.8 million to general allowances pursuant
to the BMF [German Federal Ministry of Finance]

circular.

Country risk provisions are to be recognized
pursuant to the prudence principle stipulated in
Section 252 (1) No. 4 HGB in order to take country
default risks into account.

The company calculates its country risk provi-
sions on the basis of the country risk provi-
sioning rates issued by German Federal Ministry
of Finance which are provided to the banking
industry the in the form of a range with an upper
and lower limit. Furthermore, the company's cal-
culations include customer and business data,
e.g. credit volumes, collateral and industry affili-
ation, as well as internal risk parameters such as
the customer and country ratings. Additional
markdowns can be applied for certain loans that
meet internally defined characteristics. Thus, the
calculation of country risk provisioning depends
heavily on the accuracy of the data and parame-
ters included in the calculation. The result is the
amount recognized as the Bank's country risk
provisioning. Using the ranges of the country risk
provisioning rates published by the German Fed-
eral Ministry of Finance means that this consti-

tutes lump sum country risk provisioning.

The financial statement risk consists especially
in the possibility of the amount for country risk
provisioning being inaccurately calculated due to

incorrect data recording or parameterization.

Our audit approach: Based on our risk assess-
ment and evaluation of the risks of material mis-
statement, we used both control-based and sub-
stantive audit procedures for our audit opinion.
We therefore performed the following audit pro-

cedures, among others:

In the first step, we gained comprehensive
insights into the development and composition
of the loan portfolio and, thus, the associated
country risks as well as the process used to
record, for instance, customer and business
data, collateral and country risk provisioning
rates, and how the Bank calculates its customer

and country ratings.

We inspected the relevant organizational guide-
lines and additional relevant documents, as well
as conducted surveys and mapped the pro-
cesses, in order to assess the appropriateness of
the internal control system in terms of recording
the necessary data, parameters and country risk Independent
provisioning rates. In addition, we verified the Auditor's Report
implementation and effectiveness of relevant

controls, the correct recording of data, parame-

ters as well as the country risk provisioning

rates used to determine country risk provi-

sioning. For the IT systems used, we involved

our IT experts to verify the rules and procedures

relating to the numerous IT applications and the

effectiveness of application controls.

We inspected the relevant organizational guide-
lines, conducted survey and mapped processes

in order to assess the appropriateness of the
internal control system in terms of calculating
customer and country ratings. In addition, we ver-
ified the implementation and effectiveness of

the relevant controls designed to ensure appro-

priate rating determination.

We used a statistical sample as well as a risk-
based selection of individual cases to verify that
the customer and business data, the parameters
as well as the upper and lower limits of the coun-
try risk provisioning rates were appropriately
and correctly recorded. Furthermore, we recal-
culated - the posted country risk provisioning for

the financial year for the entire credit exposure.
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Our observations: The parameters underlying
the calculation of lump sum country risk provi-
sioning were accurately recorded and processed
in line with the relevant accounting standards.
The processes used to record calculation-rele-
vant data, parameters and country risk provi-
sioning rates are suitable for appropriately cal-

culating proper risk provisioning.

Other information

Management is responsible for the other infor-
mation. The other information comprises the
remaining parts of the annual report, with the
exception of the audited annual financial state-
ments and management report and our

auditor's report.

Our opinions on the annual financial statements
and on the management report do not cover the
other information, and consequently we do not
express an opinion or any other form of assur-

ance conclusion thereon.

In connection with our audit, our responsibility is

to read the other information and, in so doing, to

consider whether the other information

- is materially inconsistent with the annual
financial statements, with the management
report or our knowledge obtained in the audit,
or

- otherwise appears to be materially misstated.

Responsibilities of Management and the
Supervisory Board for the Annual Financial
Statements and the Management Report
Management is responsible for the preparation
of the annual financial statements that comply,
in all material respects, with the requirements

of German commercial law applicable to banks,
and that the annual financial statements give a
true and fair view of the assets, liabilities, finan-
cial position and financial performance of the
company in compliance with German Legally
Required Accounting Principles. In addition, man-
agement is responsible for such internal controls
as they, in accordance with German Legally
Required Accounting Principles, have determined
necessary to enable the preparation of annual
financial statements that are free from material

misstatement, whether due to fraud or error.

In preparing the annual financial statements,
management is responsible for assessing the
company's ability to continue as a going concern.
They also have the responsibility for disclosing,
as applicable, matters related to going concern.
In addition, they are responsible for financial
reporting based on the going concern basis of
accounting, provided no actual or legal circum-

stances conflict therewith.

Furthermore, management is responsible for the
preparation of the management report that as a
whole provides an appropriate view of the com-
pany's position and is, in all material respects,
consistent with the annual financial statements,
complies with German legal requirements, and
appropriately presents the opportunities and
risks of future development. In addition, man-
agement is responsible for such arrangements
and measures (systems) as they have consid-
ered necessary to enable the preparation of a
management report that is in accordance with
the applicable German legal requirements, and
to be able to provide sufficient appropriate evi-
dence for the assertions in the management

report.

The Supervisory Board is responsible for over-
seeing the company's financial reporting process
for the preparation of the annual financial state-

ments and of the management report.

Auditor's Responsibilities for the Audit of

the Annual Financial Statements and of the
Management Report

Our objectives are to obtain reasonable assur-
ance about whether the annual financial state-
ments as a whole are free from material mis-
statement, whether due to fraud or error, and
whether the management report as a whole
provides an appropriate view of the company's
position and, in all material respects, is consis-
tent with the annual financial statements and
the knowledge obtained in the audit, complies
with the German legal requirements and appro-

priately presents the opportunities and risks of



future development, as well as to issue an audi-
tor's report that includes our opinions on the
annual financial statements and on the manage-

ment report.

Reasonable assurance is a high level of assur-
ance, but is not a guarantee that an audit con-
ducted in accordance with Section 317 HGB and
the EU Audit Regulation and in compliance with
German Generally Accepted Standards for Finan-
cial Statement Audits promulgated by the
Institut der Wirtschaftsprifer (IDW) will always
detect a material misstatement. Misstatements
can arise from fraud or error and are considered
material if, individually or in the aggregate, they
could reasonably be expected to influence the
economic decisions of users taken on the basis
of these annual financial statements and this

management report.

We exercise professional judgment and maintain

professional skepticism throughout the audit.

We also

- ldentify and assess the risks of material mis-
statement of the annual financial statements
and of the management report, whether due
to fraud or error, design and perform audit
procedures responsive to those risks, and

obtain audit evidence that is sufficient and

appropriate to provide a basis for our opinions.

The risk of not detecting a material misstate-
ment resulting from fraud is higher than for
one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, mis-
representations, or the override of internal
controls.

- Obtain an understanding of internal control
relevant to the audit of the annual financial
statements and of arrangements and mea-
sures (systems) relevant to the audit of the
management report in order to design audit
procedures that are appropriate in the circum-
stances, but not for the purpose of expressing
an opinion on the effectiveness of these
systems.

- Evaluate the appropriateness of accounting
policies used by management and the reason-
ableness of estimates made by management

and related disclosures.

- Conclude on the appropriateness of manage-
ment's use of the going concern basis of
accounting and, based on the audit evidence
obtained, whether a material uncertainty
exists related to events or conditions that may
cast significant doubt on the company's ability
to continue as a going concern. If we conclude
that a material uncertainty exists, we are
required to draw attention in the auditor's
report to the related disclosures in the annual
financial statements and in the management
report or, if such disclosures are inadequate,
to modify our respective opinions. Our con-
clusions are based on the audit evidence
obtained up to the date of our auditor's report.
However, future events or conditions may
cause the company to cease to be able to con-
tinue as a going concern.

- Evaluate the overall presentation, structure
and content of the annual financial state-
ments, including the disclosures, and whether
the annual financial statements present the
underlying transactions and events in a man-
ner that the annual financial statements give
a true and fair view of the assets, liabilities,
financial position and financial performance
of the company in compliance with German
Legally Required Accounting Principles.

- Evaluate the consistency of the management
report with the annual financial statements,
its conformity with [German] law, and the view
of the company's position it provides.

— Perform audit procedures on the prospective
information presented by management in the
management report. On the basis of sufficient
appropriate audit evidence we evaluate, in par-
ticular, the significant assumptions used by
management as a basis for the prospective
information, and evaluate the proper deriva-
tion of the prospective information from these
assumptions. We do not express a separate
opinion on the prospective information and
on the assumptions used as a basis. There
is a substantial unavoidable risk that future
events will differ materially from the

prospective information.
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We communicate with those charged with gov-
ernance regarding, among other matters, the
planned scope and timing of the audit and sig-
nificant audit findings, including any significant
deficiencies in internal control that we identify

during our audit.

We also provide those charged with governance
with a statement that we have complied with the
relevant independence requirements, and com-
municate with them all relationships and other
matters that may reasonably be thought to bear
on our independence, and where applicable, the

related safeguards.

From the matters communicated with those
charged with governance, we determine those
matters that were of most significance in the
audit of the annual financial statements of the
current period and are therefore the key audit
matters. We describe these matters in our audi-
tor's report unless law or regulation precludes

public disclosure about the matter.

Other Legal and Regulatory Requirements

Further Information pursuant to Article 10 of
the EU Audit Regulation: We were elected as
auditors by the shareholders' meeting held on
10 April 2018. We were engaged by the Supervi-
sory Board on 10 April 2018. We have been the
auditor of AKA Ausfuhrkredit-Gesellschaft mbH
without interruption since the financial year
2018.

We declare that the opinions expressed in this
auditor's report are consistent with the addi-
tional report to the audit committee pursuant to
Article 11 of the EU Audit Regulation (long-form
audit report).

German Public Auditor Responsible for the

Engagement

The German Public Auditor responsible for the
engagement is Iris Helke.

Frankfurt am Main, 11 March 2019

KPMG AG
Wirtschaftsprifungsgesellschaft

[Original German version signed by:]

oo e

Helke Robbe
Wirtschaftsprifer Wirtschaftprifer
[German Public Auditor] [German Public Auditor]
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