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Expected growth of global trade

Global Trade of Goods (Export volumes)
USD Trillion
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Source: World Trade Organization (WTO), Commerzbank
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Total MT700 messages ’ sent / received by region in 2015

Sent regions

Asia-Pacific

Central & L. America
Europe Euro

Europe Non Euro
Middle East

North America

MT700 sent
» 236,183
» 3,229,607
» 102,878
» 334,943
» 172,728
» 317,481
> 96,831
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Total MT700 messages ’ sent / received by region in 2015 COMMERZBANK ¢
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Oil producing economies will feel the strain while consumers
see a windfall

The drop in oil was unexpected: the first in recent decades not to follow a financial crisis
or unsustainable spike in prices

Brent oil price drops

dollars

1997-99 June 30, 1997: Thai 2007-09 2012-14

30 Prime Minister —— 160 Sept 15, 140
announces he will not 2008:

- detend the baht; Asian 140 “ Lehman 120 N\

financial crisis ensues 120 .| Brothers \/

\ A/l v‘\ files for

“ UWJ\/\ " 100 /IV\/ \'\ bankruptcy | 1% '
15 { 80

W. e o \

: ’ A
40 U

5 20 40

Jan 97 Jul 97 Jan 98 Jul 98 Jan 99 Jul 99 Jan 07 Jul 07 Jan 08 Jul 08 Jan 09 Jul 09 Jan 12 Jul 12 Jan 13 Jul 13 Jan 14 Jul 14

Silvia Kellner | Commerzbank Transaction Serivces + Financial Institutions | Frankfurt | July 2016



Over the next year, sustained prices near $60 per barrel,

will lead to the following costs and savings

Estimated fiscal impact in 2015

COMMERZBANK

rather than $100,

$134.3bn
$106.6bn
81.8b
$8LBbN 46570
$36.5bn $33.6bn Saudi
Iraq Kuwait UAE Russia Arabia
Euro-area United China Japan India South
States Korea -$32.1bn -$33.6bn -$36.5bn
-$102.2bn
-$140.2bn

Source: Bloomberg, EIA, Oxford Analytica
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Currencies used for Letters of Credit

Number of L/C (MT700)
0,62%

0,75% 3,84%

2,96%

9,22%

UsD
m EUR
mJPY

CNY
m AED
m Others

82,62%

COMMERZBANK

Amount of L/C (MT700)

usD
m EUR
mJPY

CNY
m AED
m Others

Average amount
of an L/C over the last 12
month was

US$468.547

Source: SWIFT Watch

0,57%
2,72%

6,57%
1,87%
6,55%

81,72%

USD: US Dollars, EUR:Euros, JPY: Japanese Yen, CNY: Chinese Yuan,
AED: United Arab Emirates Dirham, SAR: Saudi Arabia
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Currencies in Trade Finance

COMMERZBANK ¢

Major Trade Finance Currencies (Global Market Share , Volume)
2013 2015
USD 82.69% USD 79.73%
7.32% 9.43%
EUR 6.44% EUR 6.45%
JPY 1.34% JPY 1.55%
SAR 0.38% SAR 0.63%
GBP 0.35% AED 0.43%
AED 0.29% GBP 0.33%
IDR 0.13% IDR 0.17%
QAR 0.11% INR 0.17%
PKR #10 0.11% CHF ke 0.15%

Source: SWIFT Watch
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Renmimbi in Trade Finance

Top 5 countries using RMB for trade finance
during the last 12 month

8,52%

3,51%

5,23%
China
W Hong Kong
m Singapore
) 10,02%
Indonesia
m Taiwan

m Others

Source: SWIFT Watch
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Changes in Letters of Credit expected in the coming mont hs

Demand for confirmation Expectations of demand for Expectations of cost of
of L/Cs confirmation of L/Cs confirmation fees for L/Cs

40,1% 39,2%
45.4%
54,6%
59,9% 60,8%
Trend in refusal rates of Market expectation going forward
document under L/Cs for refusal rates of document under L/Cs

34,4% 32,2%

65,6%

Increase @ Decrease

Source: ICC 2015 Rethinking Trade & Finance / Commerzbank
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Changes in trade activity / trade finance needs ....

Overall trade finance activity

Total vglue 63.3% 29,1% 7,6%
of trade finance

Respondent banks’ capacity to satisfy customers trad e finance needs
Your bank's capacity
to satisfy customer's 61,2% 26,4%
trade finance needs

Increased interest in innovative trade finance solu tions — supply chain and BPO

Supply chain financing
as part of your bank's 40,7% 5,0% 54,4%
support for SMEs
Demand increasing
for Bank 21,5% 4,5% 74,0%
Payment Obligations
Increase B Decrease No change

Source: ICC 2015 Rethinking Trade & Finance
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Distribution of proposed / rejected trade finance trans actions

Proposed transactions by client Rejected transactions by client Do you believe that there is a
Segment segment shortfall of trade finance globally?

14,62% 52 93

39,63%
47,2% 52,8%
21,16
12,81

45,75%

® Large corporates Large Sma!l or Multinatipnal Yes
_ _ _ corporates medium  corporations No
Small or medium sized enterprises ized
(SMEs) S|ze.
enterprises
Multinational corporations (SMEs)

Source: : ICC 2015 Rethinking Trade & Finance
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Agenda

1. Status of Trade

3. Standardization

4. Commerzbank
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Impediments to trade finance (1)

AML/KYC requirements 54.2%
Basel regulatory requirements 25.1%
Low country credit ratings 36.5%
Issuing bank's low credit ratings 33.0%
Previous dispute or unsatisfactory performance of i ssuing banks 28.6%
Constraints on your bank's capital 14.1%
Lack of dollar liquidity 13.7%
High transaction costs or low fee income 10.5%
Low company / oligator credit rating 21.3%
Insufficient collateral from company 22.5%
Other 22.6%

Very significant | Significant

Source: ICC 2015 Rethinking Trade & Finance / Commerzbank

Silvia Kellner | Commerzbank Transaction Serivces + Financial Institutions| Frankfurt | July 2016



Impediments to trade finance (2)

COMMERZBANK

Lack of harmonisation of compliance
requirements between jurisdictions a
challenge to the trade finance industry

‘0’ means ‘not at all' and ‘4’ means ‘to a very great
extent’

29,79%

26,60%

23,94%

14,36%

5,32%

Termination of correspondent relationships
(2011 to present) due to the increasing cost
or complexity of compliance (including more
stringent AML and KYC)

45,8%
54,2%

Yes M No

Termination of banks’ correspondent
relationships by other banks (2011 to
present) due to the increasing cost or
complexity of compliance (including more
stringent AML and KYC)

44%
56%

Yes M No

0 1 2 3 4

Source: ICC 2015 Rethinking Trade & Finance / Commerzbank

Declined trade finance transactions due to
KYC / AML issues from 2011 to present

29,7%

70,3%

Yes M No
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Customers most impacted by your more
stringent compliance (AML and KYC)
requirements

12,0% 20,1%

67,9%

M Large corporates
Small or medium sized enterprises (SMEs)
Multinational corporations



Challenges for Trade: Trade in the focus of Complia

> Increased compliance activity in trade

> Increased complexity owing to multiple
authorities and jurisdictions

> Focus on transparency

> Follows on the compliance drive in payments
> Increased allocation of resources

> Consequences are increasingly costly:

Costly Compliance Cases

Bank Date Fine (in $ Mn)
BNP 06/2014 8.900
HSBC 12/2012 1.921
Commerzbank 03/2015 1.452
Standard Chartered 12/2012 667
ING 06/2012 619

Silvia Kellner | Commerzbank Transaction Serivces + Financial Institutions | Frankfurt | July 2016

G-20

|

Global
Forums

|

Regional
Authorities

|

National
Regulators

COMMERZBANK

nce

2009: Global Plan for
Recovery and Reform

IMF, BIS, Financial
Stability Board

EBA, European
Commission, ESMA

Central Banks,
local FSA



A surge in compliance costs

COMMERZBANK

Compliance Costs as % of US Bank Revenues

7%

6%

5% C—

4%

3%

2%

1%

0%
2009 2010

Banks w ith Assets <$400mn —@— Banks w ith Assets $750Mn>X>$400Mn

2011

Banks with Assets >750Mn

Compliance as % of average assets — 27 banks surveyed in New York & New England by Northeast Capital & Advisory Inc.
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Agenda

1. Status of Trade

2. Regulation

4. Commerzbank
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The cost of correspondent banking KYC is becoming prohibi tive
One possible solution: KYC Registry from Swift

Cumbersome, repetitive and
inefficent bilateral exchanges

\

requirements across jurisdictions

Ll

" Complex and inconsistent
i,
m Unavailable or poor quality
/ information

E)-E)-E)

Commerzbank and five other banks started the KYC Registr  y in connection with Swift
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ICC Trade Register — short term

COMMERZBANK

Customers default rates

Product Customers Customer Customer  Moody'’s rating with
Defaults Default Rate same default rate

Loans for import/export 145,021 1,050 0.72% Ba

(bank and corporate risk)

Loans for import 53,661 527 0.98% Ba-B

(bank and corporate risk)

Loans for export 57,470 417 0.73% Ba

(bank and corporate risk)

Loans for import/export 36,144 53 0.15% A

— bank risk

Loans for import/export 108,877 997 0.92% Ba-B

— corporate risk

Commerzbank one of 26 participating banks
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ICC Trade Register — short term

COMMERZBANK

Obligor default rates

Product Total # Total #defaulted Obligor Moody'’s rating for
obligors obligors default rate comparable defaut rate

1. Export L/C 92,881 36 0.04% Aaa-Aa
2. Import L/C 113,026 333 0.29% Baa
3. Performance guarantees 181,626 773 0.43% Baa-Ba
4. Loans for import/export 145,021 1,050 0.72% Ba
Transaction default rates
Product Total # Total # defaulted Default

transactions transactions rate
1. Export L/C 1,847,734 121 0.01%
2. Import L/C 3,164,200 2,509 0.08%
3. Performance guarantees 1,615,351 2,736 0.17%
4. Loans for import/export 6,816,742 15,176 0.22%

Source: ICC Paris / Commerzbank
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Achievements from the ICC Trade Register

Based on evidence from the ICC Trade Register, ICC & WTO called to soften Basel Il
rules on trade finance with some success in a few a reas:

Requested Obtained

1. Trade finance defined Under Capital Requirements Regulation (CRR) Trade
Finance (TF) is defined for the first time.
This provides clarity in terms of what products fall within the
ambit of TF. Basel does not.

2. Exemption of trade instruments from the The Basel committee waived the one year maturity floor for
one-year maturity floor trade-related letters of credit in October, 2011

3. Off balance sheet items, such as standby Maintain the CCF at 20% for trade-related contingencies
letters of credit and trade letters of credit, (50% for transaction-related contingencies)
are subject to a 100% credit conversion
factor (CCF) when calculating the leverage
ratio, reflecting the likelihood that these
positions become on balance sheet items.
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BAFT Trade Loan Documentation Group
->» Master Trade Loan Agreement

Three documents developed

> English and New York Law Master Loan Agreement
> Guidelines

> Legal Opinion

Advantages of a standardized agreement
> Transparency
Improves legal framework

v

Facilitates understanding among investors, regulators
Reduces legal costs

> Promotes uniformity and simplification of processes
Facilitates international trade

v

v

Participating banks

> Bank of America, Bank of Montreal, Barclays, BNP Paribas, Citi, Commerzbank , Deutsche Bank,
HSBC, ING, JPMorgan, PNC, Royal Bank of Scotland, Scotiabank, Standard Bank, and Standard
Chartered + borrower banks from Brazil, Turkey, China, India, Russia, Colombia
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Nothing is faster than already being there
In Europe ...

! @ Headquarters Frankfurt am Main
® Operative foreign branches

1

1

1

|

1

O Representative offices and financial '
institution desks !
1

1

1

1

I

I

1

Switzerland

© Trade Service Centers O Basel
(Country supported by a Trade Service Center) < O Bem
® Group companies and major foreign holdings " O Lausanne
""""""""""""""""""""""""" . O Luzemn
. O St Gallen
i @ Zurich
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Nothing is faster than already being there
... and worldwide!

(DTaipei
Hong Kong

! @ Headquarters Frankfurt am Main
® Operative foreign branches

1

1

1

|

1

O Representative offices and financial '
institution desks !
1

1

1

1

I

I

1

Sao Paulo

‘Buenos Aires

©  Trade Service Centers
(Country supported by a Trade Service Center)

® Group companies and major foreign holdings
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Recent awards
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foe exeellence 1n Tesde Finance

Ul

THE ASIAN BANKER
Leading EURO Clearing Bank
in Asia Pacific

TRANSACTION BANKING AWARDS 2015
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The Trade Facilitation Programme
Award

Commerzbank AG

In recognition of outstanding performance as the
Most Active Confirming Bank
in 2014

Awards Geremony — Thilisi, 13 May 2015
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Only work with the best. We're one of them

Commerzbank voted as “Best Bank for Documentary Pro

> Commerzbank has been awarded “Best bank for documentary processing”
two times in a row by the readers of one of the most reputable Trade

Magazines, Global Trade Review

> Being voted “Best Bank for Documentary Processing” by our customers is

a great endorsement of our trade service capacities, correspondent
banking network and dedication to facilitating trade globally

> Continued investment in upgrading our trade processing capabilities has
contributed to strengthening our market position as one of the leading trade

finance banks in the world

cessing”

GTR
LEADERS
IN TRADE

2015

COMMERZBANK

The bank at your side

Best bank for
documentary
processing

two times in a row

COMMERZBANK

GIR
LEADERS
IN TRADE

2014
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Outlook: Expected market trends in 2016 and beyond

> Trade growth to remain subdued in 2016 at 2,8 %

> Emerging markets growth higher than in advanced markets

> Enough liquidity available

> Some global banks withdraw from certain regions, regional banks try to fill the gap

> Global banks concentrate on ,Premium clients”, small and medium sized banks (as well as corporates)
In some markets face problems in getting access to trade services

> KYC / AML discussions: Consideration of reputational risks versus real risk is increasing
> Complexity / contradictions between regulations / regulators increase

> Smaller banks & corporates in emerging markets are the ones to suffer most

> Supply Chain Financing is a growing business

> Increasing discussions of sustainability issues

New challenges and new opportunities — let us taket  he opportunities
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