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Key figures

DZ BANK GROUP

Jan. 1- Jan. 1-
€ million Jun. 30,2017 Jun. 30, 2016 Jun. 30,2017 Dec. 31, 2016
FINANCIAL PERFORMANCE LIQUIDITY ADEQUACY
Operating income’ 3,335 3,133 DZ BANK Group
Allowances for losses on loans Economic liquidity adequacy
and advances -396 -219 (€ billion)? 16.3 11.2
Profit before taxes 939 1,574 DZ BANK banking group
Net profit 488 1,158 |jquidity coverage ratio — LCR
Cost/income ratio (percent) 58.2 54.4 (percent) 134.8 151.0
Jun. 30,2017 Dec. 31,2016  CAPITAL ADEQUACY
FINANCIAL POSITION DZ BANK Group
Economic capital adequacy
Assets (percent)? 164.2 170.1
Loans and advances to banks 117,624 107,253 DZ BANK financial conglomerate
Loans and advances to customers 176,048 176,532 Coverage ratio for the
Financial assets held for trading 43,851 49,279  financial conglomerate (percent)*® 180.3
Investments 63,285 70,180  DZ BANK banking group
Investments held by Common equity Tier 1 capital ratio
insurance companies 93,425 90,373  (percent)® 13.1 14.5
Remaining assets 19,125 15,830 Common equity Tier 1 capital ratio
applying CRR in full (percent)’ 13.0 14.5
Equity and liabilities Tier 1 capital ratio (percent)® 14.5 16.0
Deposits from banks 131,565 129,280  Total capital ratio (percent)® 16.7 18.6
Deposits from customers 129,075 124,425 Leverage ratio (percent)® 4.4 4.4
Debt certificates issued including bonds 71,296 78,238 | everage ratio applying CRR in full
Financial liabilities held for trading 52,403 50,204 (percent)’ 4.1 4.1
Insurance liabilities 87,430 84,125
Remaining liabilities 18,794 20,285 AVERAGE NUMBER OF EMPLOYEES
Equity 22,795 22,890  DURING THE PERIOD 30,284 28,481
Total assets/total equity and liabilities 513,358 509,447
Volume of business 864,690 843,130  LONG-TERM RATING
Standard & Poor’s AA- AA-
Moody’s Investors Service Aa3 Aa3
Fitch Ratings AA- AA-

1 Total of net interest income, net fee and commission income, gains and losses on trading activities, gains and losses on investments, other gains and losses on valuation of financial
instruments, net income from insurance business, and other net operating income.

w N

in the second quarter of 2017.

December 31, 2016: Final coverage ratio.

Nou s

Not relevant

Stress scenario with the lowest minimum liquidity surplus.
The figure as at December 31, 2016 differs from the figure in the 2016 Annual Report due to a scheduled recalculation of the overall solvency requirement for the Insurance sector

In accordance with the requirements applicable as at the reporting date.
In accordance with the requirements applicable from 2019.

June 30, 2016: The coverage ratio for the financial conglomerate is reported to the regulator annually. Consequently, there is no disclosure as at June 30, 2017.



DZ BANK
2017 Half-Year Financial Report
Contents

Contents

02 Letter to shareholders

04  Interim group
management report

71 Interim consolidated
financial statements

128 Responsibility statement

129 Review report (translation)



Dear Jharh,tder,,

The DZ BANK Group delivered a strong business performance in the first six months of 2017
thanks to continued growth in demand from customers. This positive trend was achieved in a
challenging market environment and in parallel to the rapid progress made with integration
following our merger.

At the same time, we had to absorb a greatly increased level of allowances for losses on loans
and advances in the shipping finance business at DVB Bank. Against this backdrop, the fact
that we achieved a profit before taxes of €939 million underlines the overall strength of our
banking group.

This half-year financial report is also the first to fully reflect the performance of the merged
bank in all regular line items in the income statement. The figures are therefore not comparable
with the prior-year values.

The results in detail: Net interest income of the DZ BANK Group was €1.43 billion, reflect-
ing the effects of the merger and growth in the retail and corporate banking business of the
DZ BANK Group. We recently strengthened the support we provide to corporate customers in
their undertakings outside Germany by opening a representative office in Jakarta. Allowances
for losses on loans and advances stood at €396 million and were primarily affected by the high
level of additions to this line item at DVB Bank. These were made due to a further deterioration
in the market situation as a result of overcapacity in parts of the maritime sector. In all other
group entities, there were no notable changes in the level of allowances for losses on loans and
advances. Net fee and commission income rose to €977 million, again driven by the strong



business performance of Union Investment. Gains and losses on trading activities stood at a
gain of €304 million, primarily reflecting the satisfactory performance of the capital markets
business at DZ BANK AG. The prior-year figure included significant one-off gains. Gains and
losses on investments amounted to a gain of €88 million. Net income from insurance business
reached €451 million, with R+V managing to increase premiums earned once again. Gains
and losses on investments held by insurance companies remained at a high positive level but
fell back slightly. Administrative expenses in the DZ BANK Group amounted to €1.94 billion.
This figure reflected the effects of the merger as well as continued investment in our customer
business and considerable expenses once again in relation to IT and other projects driven by
regulatory requirements. The net income from the business combination with WGZ BANK
amounted to a loss of €58 million and included integration and migration expenses. By contrast,
the prior-year net income of €363 million was strongly influenced by positive measurement
effects.

The positive business performance reflects the hard work and dedication of employees in the
DZ BANK Group. My colleagues on the Board of Managing Directors and I would like to take
this opportunity to express our sincere gratitude to them.

The capital base of the DZ BANK Group remains extremely robust thanks to the continued
diligent management of its risk assets. Applying the provisions of the Capital Requirements
Regulation (CRR) in full, the common equity Tier 1 capital ratio of the DZ BANK Group
as at June 30, 2017 was 13.0 percent (December 31, 2016: 14.5 percent). This decline was
already known and resulted from the change in the regulatory treatment of investments in
insurance companies in the calculation of capital.

We anticipate positive stimulus from the wider economy in the second half of the year. For
Germany, we forecast robust growth of 2 percent for 2017 overall. Against this background,
our aim of generating profit before taxes at the lower end of the long-term earnings range of
€1.5 billion to €2 billion still appears possible but has become more ambitious in view of the
increased level of allowances for losses on loans and advances at DVB Bank.

Looking to the future, we continue to work on the sustainability of our organization. As the
newly merged DZ BANK, and following the soon to be completed I'T migration, we will be
able to focus even more on tapping into synergies. In the real estate business, the merger of
DG HYP and WL BANK to form the real estate bank DZ HYP will underpin our already
strong market position. The project is proceeding entirely to plan. And last but not least, we
are preparing for the evolution of our structures in line with the long-term succession plan for
our Board of Managing Directors as announced at the beginning of July.

In the first six months of 2017, the continued trust placed in us by our customers and the clear
stability of our broadly positioned financial services group further demonstrated the success of

our corporate strategy, paving the way for further targeted growth in our customer business.

Kind regards,

W i amy

Wolfgang Kirsch
Chief Executive Officer
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Note

DZ BANK AG Deutsche Zentral-
Genossenschaftsbank, Frankfurt am
Main, (DZ BANK), as the parent company
in the DZ BANK Group, implements the
transparency requirements as specified
in sections 37w and 37y of the German
Securities Trading Act (WpHG) and sec-
tion 315 of the German Commercial
Code (HGB) in conjunction with the rele-
vant German accounting standard (GAS
16 Interim Financial Reporting) with the
publication of this interim group manage-
ment report. The opportunity and risk
report also satisfies the applicable inter-
national requirements of International
Accounting Standard (IAS) 34 (Interim
Financial Reporting) with respect to
risk-related disclosure requirements.

The figures in this interim group manage-
ment report are rounded to the nearest
whole number. This may give rise to small
discrepancies between the totals shown
in the tables and diagrams and totals cal-
culated from the individual values shown.
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The business model and the management of the
DZ BANK Group are described in detail on page 14
onward and page 20 onward of the 2016 Annual
Report. Those disclosures are also applicable to the

first half of 2017.

The DZ BANK Group’s strategic focus is described in
detail on page 14 onward of the 2016 Annual Report.
Those disclosures are also applicable to the first half
of 2017.

In March 2017, the DZ BANK Group announced
that it was planning to reorganize its real estate activi-
ties following the merger of the central institutions.
The strategic objectives of this move are to pool existing
expertise and eliminate the duplication of work, to
ensure customers are served by a single organization
and, above all, to create greater benefits for the coopera-
tive banks.

Against this backdrop, DZ BANK AG Deutsche
Zentral-Genossenschaftsbank, Frankfurt am Main,
(DZ BANK) is integrating the commercial real estate
activities of the former WGZ BANK AG West-
deutsche Genossenschafts-Zentralbank, Diisseldorf,
(WGZ BANK), which have been assigned to DZ BANK
since the merger, into Deutsche Genossenschafts-
Hypothekenbank AG, Hamburg, (DG HYP). In addi-
tion, the two real estate companies DG HYP and
WL BANK AG Westfilische Landschaft Bodenkredit-
bank, Minster, (WL BANK) have begun talks about
merging. They signed a joint memorandum of under-
standing to this effect on June 22, 2017.

The joint real estate bank will operate under the brand
name DZ HYP within the DZ BANK family of brands
and will continue to serve all four of the current cus-
tomer segments — small business and self-employed
customers, the housing industry, local authorities, and
retail customers. The new entity will be headed up by
the current Chief Executive Officers of the two banks,
who will be appointed as Co-Chief Executive Officers.
Hamburg and Miinster are to remain the merged
bank’s main sites and, subject to approval from the
registration courts, will both be the bank’s registered
office from a legal perspective.

The reorganization is expected to generate income and
cost synergies in the low to mid double-digit millions.
The transaction will be carried out as a merger by
way of acquisition in which the assets of WL BANK,
together with all rights and obligations, will be trans-
ferred to DG HYP. WL BANK will then be dissolved.
The aim is to complete the merger following resolu-
tions by the necessary Annual General Meetings by
the middle of 2018.

As a consequence of the merger of the two central
institutions in 2016, DZ BANK will — as agreed in
the merger agreement — establish a central Advisory
Council in the course of 2018. Adhering to the gov-
ernance requirements in stock corporation law, the
Council will secure and expand the cooperative banks’
involvement in and influence on strategic decisions
into the future.

Over the next two years, DZ BANK will also take
steps to create greater differentiation between the vari-
ous powers, i.e. it will separate as far as possible the
responsibilities for holding company activities and
corporate bank activities — initially within one legal
entity. This will involve not only changes to the respon-
sibilities of the members of the Board of Managing
Directors but also organizational measures.

The configuration of a holding structure from a legal
perspective requires extensive preparations and checks
to be carried out, particularly with regard to separat-
ing DZ BANK into two legal entities. Decisions on
this will need to be made from 2020 onward once
the aforementioned measures have been implemented.



Page 18 of the 2016 Annual Report sets out DZ BANK’s
intention to carry out a squeeze-out at DVB Bank SE,

Frankfurt am Main, (DVB Bank; subgroup abbreviated
to DVB) in order to increase flexibility in the further
pursuit of strategic options.

On June 22, 2017, the Annual General Meeting of
DVB Bank voted in favor of carrying out the squeeze-
out. The purchase of the non-controlling interests took
effect when the measure was entered in the commer-
cial register on August 17, 2017.



Growth in the German economy gathered momentum
in the first 6 months of 2017. Adjusted for inflation,
average overall economic output in the first half of the
year was 1.1 percent higher than in the second half of
2016. The rate of growth in the half-year period prior
to that had been just 0.6 percent. Compared with the
respective preceding quarter, German economic out-
put was up by 0.7 percent in the first quarter and by
0.6 percent in the second quarter of 2017.

Overall, the economy of the eurozone also continued
to recover in the first 6 months of this year. Following
economic expansion of 0.9 percent in the second half
of 2016 compared with the first half of 2016, the euro-
zone’s economic output in the period under review
rose by 1.1 percent. The rate of growth in the first
quarter of 2017 was 0.5 percent. In the second quarter,
the economy grew by 0.6 percent compared with the
previous quarter.

The economy in the United States remained relatively
subdued in the first half of 2017. Consumer spending,
one of the main growth drivers, increased only moder-
ately during the reporting period. By contrast, capital
spending on plant and equipment made a rapid recovery,
not least due to the significant expansion of shale oil
production. The improving situation in the labor mar-
ket and the rebound of the US real estate market also
bolstered the US economy’s performance.

Economic difficulties persisted in some emerging econ-
omies, particularly in Latin America, during the
reporting period. These were often attributable to
structural problems and a reluctance to implement
reforms. Meanwhile, China’s economic growth has
picked up again slightly of late.

Opverall, international economic perspectives brightened
in the first 6 months of this year following relatively
weak conditions in 2016. As before, the emerging

markets are an important sales market for German
exports. The eurozone’s improved economic growth
is also having a positive impact, and the trade balance
is once again making a contribution to Germany’s
economic growth.

The boost to the German economy provided by the rise
in consumer and government spending during the
reporting period was not as big as in previous periods,
with consumer spending dented by a slight increase in
the rate of inflation. However, the robust labor mar-
ket and strong consumer purchasing power on the back
of energy prices that remain very low, combined with
the low level of interest rates, ensured that household
spending remained brisk and pushed up demand for
private house-building. Against this backdrop, con-
struction investment again accounted for a considera-
ble proportion of the increase in German economic
output. Companies’ spending on capital equipment
also stimulated the growth of the economy as a whole.

Given the stable economy and strong increases in tax
revenues, German public finances are likely to finish
the current year with a small budget surplus once again.

In the half-year under review, the focus in the European
Union (EU) continued to be on efforts to stabilize eco-
nomic conditions in the eurozone.

With the global economy’s growth expected to accel-
erate in 2017, the economy of the eurozone continued
along its path of stable recovery in the first half of this
year.

In the eurozone as a whole, however, once again only
limited progress was made in reducing new and total
borrowing. At the end of the first quarter of 2017, the
total borrowing of the 19 eurozone countries equated
to 89.5 percent of their gross domestic product (GDP),
a decrease of just 1.7 percentage points compared



with the figure of 91.2 percent as at March 31, 2016.
Furthermore, the eurozone countries’ average credit

rating according to rating agency Standard & Poor’s
(S&P) remained well below the level from before the
financial and economic crisis, despite the continued

economic recovery in the euro area.

Even though France and Italy, countries that are impor-
tant in generating overall economic growth in Europe,
along with Portugal and Spain, which had been reliant
on EU aid during the sovereign debt crisis, all made
further gains in economic efficiency in the first quarter
of 2017 compared with the first quarter of 2016, they
continued to suffer from a high level of indebtedness
in the same way as some other eurozone countries,
notably Greece.

Greece’s public debt as a percentage of GDP stood at
176.2 percent in the first quarter of 2017 (first quarter
of 2016: 176.4 percent) and its economy expanded
only slightly at the start of the year. After Greece had
implemented a range of further reforms to satisfy
certain preconditions, European lenders reached agree-
ment in mid-June 2017 on providing the country with
a sum of €8.5 billion from the €86 billion bailout pro-
gram approved in 2015 so that it would be able to ser-
vice its debts in July 2017. This decision was supported
by a commitment made by the International Monetary
Fund (IMF) to get involved itself with a program of
€2 billion, disbursement of which is not due to start
until summer 2018 and is contingent on further debt
relief for Greece being agreed at European level.

Italy is suffering from a high volume of non-performing
loans and, above all, from having the highest govern-
ment debt ratio in the eurozone after Greece; its public
debt as a percentage of GDP stood at 134.7 percent
in the first quarter of 2017 (first quarter of 2016:
134.8 percent). It remains unclear whether a fresh
election will be held in autumn 2017. Productivity is
still not improving sufficiently, thus preventing the
country from becoming more competitive. It is likely
to also be suffering as a result of Canadian rating
agency DBRS lowering Italy’s credit rating by one
grade at the start of the year; before that, DBRS had

been the only rating agency still giving the country a
rating in the A band.

Portugal’s public debt as a percentage of GDP stood at
130.5 percent in the first quarter of 2017 (first quarter
of 2016: 128.9 percent) and the country made further
progress on stabilizing its economy during the first
half of the year. However, the banking sector continues
to have significant legacy issues in the form of non-
performing loans. Moreover, only rating agency DBRS
has issued an investment-grade rating for Portugal’s
bonds. It is therefore solely on the strength of this
rating from one rating agency that Portugal is able
to access the bond-buying program for government
bonds pursued by the European Central Bank (ECB)
and that Portuguese banks are able to participate in
the ECB’s refinancing operations.

Spain’s public debt as a percentage of GDP stood at
100.4 percent in the first quarter of 2017 (first quarter
0f 2016: 101.2 percent) and its economy continued to
expand rapidly at the start of this year. However, the
minority government formed at the end of October
2016 under the incumbent Prime Minister Mariano
Rajoy was not able to approve the government budget
for 2017 until late May 2017 and only by a slim
majority. Given the difficulties in securing the neces-
sary majorities in votes, Spain is likely to find it hard
to reduce its substantial national debt.

As is the case in Italy, economic growth in France is
hampered by structural deficiencies. The country’s
public debt as a percentage of GDP stood at 98.7 per-
cent in the first quarter of 2017 (first quarter of 2016:
97.0 percent). A reduction in tax and social insurance
charges, combined with growth-supporting changes
to economic conditions, should enable the French
economy to become significantly more competitive.
The new President Emmanuel Macron, who also
obtained a stable political majority in the French
National Assembly, is expected to be able to push
through the necessary reforms.

The economic performance of the eurozone de-

scribed above shows that the ECB with its policy



of quantitative easing has given individual euro-
zone countries time to eliminate their fundamental
budget deficits. Nonetheless, these countries have
made only limited efforts to reduce their high levels
of indebtedness and bring in the necessary struc-
tural reforms.

One of the main reasons why politicians are generally
reluctant to introduce measures to reduce public debt
is that various EU countries are still seeing strong
political movemencts that oppose the jointly agreed sta-
bilization efforts. Although EU skepticism has given
way to a pro-European political majority, especially
in France, anti-EU forces in other eurozone countries,
particularly Italy and Spain, are making it more diffi-
cult to form a lasting stable majority government or,
as in Greece, are having a direct influence on the
country’s policy toward the EU through the elected

gOVCl’Hant.

In addition, the affected EU countries’ efforts to im-
plement austerity measures will also diminish because
the availability of low interest rates is noticeably
reducing the debt burden. Thanks to the ECB’s policy,
many countries in the euro area have made consid-
erable savings when borrowing money on the capital
markets. Yields on Spanish and Italian bonds, for
example, some of which had been over 7 percent in
2012, have since fallen to around 2 percent. Accord-
ing to DZ BANK’s calculations, the drop in yields
generated savings for Italy and Spain of €53.2 billion
and €21.0 billion respectively in the period 2012 to
2015. By contrast, the corresponding figure for Ger-
many was €9.5 billion.

Although these calculations are only approximations,
the variation in the figures reveals a fundamental
dilemma: The differences between the real economies
of the eurozone countries are too big and, moreover,
can no longer be balanced out by exchange rates.
However, any system of fiscal equalization payments
— regardless of how it is legitimized — comes up against
the limits of what is politically possible, with recent
opinion polls showing that almost half of the citizens
in the European countries surveyed are against giving
up too much of their country’s sovereignty.

The ECB continued to follow a course of expansion-
ary monetary policy in the half-year under review
and will maintain the bond-buying program that it
launched in March 2015 until at least the end of 2017.
In early December 2016, the ECB decided to reduce
its monthly volume of purchases from €80 billion to
€60 billion. Throughout the reporting period, the main
refinancing rate remained unchanged at 0.00 percent
and the deposit facility for banks stayed at minus
0.40 percent.

The ECB’s stated aim is to guide inflation back to

a level close to, but below, 2 percent. To achieve this
target, the ECB aims to strengthen growth in the
eurozone by encouraging greater lending by banks.

By contrast, the Federal Reserve (Fed) raised the key
interest rate by 25 basis points on March 15, 2017 and
then again on June 14, 2017, taking the interest rate to
its current range of 1.00 to 1.25 percent. These interest-
rate hikes in the first half of 2017 were carried out in
view of the prediction for the year as a whole of signif-
icantly higher US economic growth combined with
inflation of well over 2 percent and a continuation of
the robust employment situation. The Fed had begun
to return its monetary policy to normal in December
2015 when it put up interest rates for the first time in
around ten years.

The serious and far-reaching intervention in eco-
nomic activity represented by the ECB’s policy of
zero and negative interest rates is making it harder
for savers to build up sufficient capital and, in par-
ticular, to ensure they have adequate provision for
old age. There is also a significant impact on the
earnings power not only of banks but also of build-
ing societies and life insurers.

Although the weakness of the euro resulting from low
interest rates is boosting German companies’ exports,
it is also diminishing their efforts to lower costs and
improve productivity. Furthermore, the ECB’s policy
of extremely low interest rates is prompting investors
to take on more risk and encouraging the formation of
dangerous bubbles in financial and real estate markets.
As interest rates start to rise again, many borrowers in



Germany — and possibly banks — will face solvency
problems. If the ECB delays scaling back its expansion-
ary monetary policy, it will find itself with insufficient
leeway in the event of an economic downturn because
key interest rates will still be close to zero.

The ECB cited the persistently low level of inflation as
one of the critical reasons why its expansionary mone-
tary policy measures were required. In the eurozone,
inflation reached 1.3 percent in June 2017, compared
with 1.1 percent in December 2016.

The core rate of inflation, which excludes energy and
food prices, published by the EU’s statistical office
Eurostat for June 2017 was 1.1 percent (December
2016: 0.9 percent). Following the agreement by
the members of the Organization of the Petroleum
Exporting Countries (OPEC) on November 30, 2016
to cut output, the price of a barrel of North Sea Brent
Crude did initially go up. However, it fell again in
the final weeks of the reporting period mainly due
to the expansion of US shale oil production. As a
result, the average price in the first half of 2017 was
USS$ 52.7 (first half of 2016: US$ 41.2).

The ECB is maintaining its policy of strengthening
economic growth by transferring liquidity to the
eurozone banks, the aim of which is to encourage
the banks to commit to a greater level of lending.

However, another factor that needs to be taken into
account is that the eurozone banks are themselves
under an obligation to improve their capital adequacy
and liquidity position as a consequence of tighter
regulatory requirements following the introduction
of Basel II1.

The volume of lending to businesses in the EU as a
whole stabilized at a low level during the reporting
period. Lending to corporate customers in the euro-
zone rose by just 0.6 percent between the end of
March 2016 and the end of March 2017. In Germany,
the volume of lending to businesses increased markedly.
This trend reflects an increasing willingness to invest,
particularly among German small and medium-sized
enterprises (SMEs), in view of the positive economic

environment. Spain also registered a noticeable rise
in spending on capital equipment during the first few
months of 2017. However, similarly strong lending
growth in Italy and other southern European countries
is constrained by the reluctance of banks to offer credit,
which in turn stems from their high level of non-
performing loans.

Furthermore, eurozone companies’ stronger demand
for credit is held back by geopolitical influences, above
all uncertainty about the impact of the ongoing Brexit
negotiations and the direction that the US government
will take in terms of economic policy.

Given the limited impact on the real economy from
the ECB’s monetary policy measures, which also entail
significant risks, an improvement in structural condi-
tions therefore remains the best possible route by which
a range of eurozone countries could escape their high
level of indebtedness.

Against a backdrop of challenging market conditions,
nearly all the major German banks reported a fall in
operating income in the first half of 2017. The allow-
ances for losses on loans and advances recognized by
the major banks were mostly higher than in the first
half of 2016. Administrative expenses decreased in
the majority of cases.

In the following information on the financial per-
formance of the DZ BANK Group during the
reporting period, the figures for the individual line
items in the income statement relate to the post-
merger DZ BANK Group and the corresponding
figures for the first half of 2016 relate to the pre-
merger DZ BANK Group.

The DZ BANK Group successfully consolidated its
position in the half-year under review in challenging
market conditions influenced primarily by the extremely
low level of interest rates and demanding regulatory
requirements.



The year-on-year changes in the key figures that make
up the net profit generated by the DZ BANK Group
compared with the first half of 2016 were as described
below.

Operating income in the DZ BANK Group amounted
to €3,335 million (first half of 2016: €3,133 million).
This figure comprises net interest income, net fee and
commission income, gains and losses on trading activi-
ties, gains and losses on investments, other gains and
losses on valuation of financial instruments, net income
from insurance business, and other net operating
income.

Net interest income (including income from long-term
equity investments) in the DZ BANK Group increased
by 4.7 percent year on year to €1,427 million (first
half of 2016: €1,363 million).

Net interest income (excluding income from long-term
equity investments) at DZ BANK went up by €69 mil-
lion. WL BANK contributed an amount of €106 mil-
lion to the net interest income of the DZ BANK
Group. Net interest income increased by €25 million
in the subgroup Bausparkasse Schwibisch Hall AG,
Schwibisch Hall, (BSH), by €29 million at DG HYP,
and by €7 million at TeamBank AG Niirnberg,
Nuremberg, (TeamBank). It decreased by €26 million
at DVB, by €10 million in the subgroup DZ PRIVAT-
BANK S.A., Strassen, (DZ PRIVATBANK), and by
€4 million in the subgroup VR LEASING Aktien-
gesellschaft, Eschborn, (VR LEASING).

Income from long-term equity investments in the
DZ BANK Group fell by 72.9 percent to €26 million
(first half of 2016: €96 million). This change com-
pared with the first 6 months of last year was largely
because the figure for the prior-year period was in-
fluenced by a dividend from EURO Kartensysteme
GmbH, Frankfurt am Main, (EKS), which had bene-
fited from income of €62 million generated from the
disposal of MasterCard shares.

Allowances for losses on loans and advances
amounted to €396 million in the first half of 2017
(first half of 2016: €219 million).

This change of €177 million in the DZ BANK Group’s

allowances for losses on loans and advances compared

Jan. 1-
Jun. 30,
2017
Net interest income 1,427
of which: income from
long-term equity investments’ 26
Allowances for losses on
loans and advances -396
Net fee and commission income 977
Gains and losses on
trading activities 304
Gains and losses on investments 88
Other gains and losses on
valuation of financial instruments 34
Net income from
insurance business 451
Administrative expenses -1,942
-904
-1,038
Other net operating income 54
Net income from the business
combination with WGZ BANK -58
Income taxes -451

with the first half of 2016 includes an increase of
€363 million to €446 million in DV B’s allowances
for losses on loans and advances (first half of 2016:
€83 million).

The specific loan loss allowances recognized for the
DZ BANK Group came to a net addition of €421 mil-
lion (first half of 2016: net addition of €80 million).
The portfolio loan loss allowances for the DZ BANK
Group amounted to a net addition of €2 million (first
half of 2016: net addition of €97 million). At DVB,
the specific loan loss allowances came to a net addition
of €422 million and the portfolio loan loss allowances
to a net addition of €23 million.

Further detailed disclosures regarding the level of,
and changes in, allowances for losses on loans and



advances can be found in this interim group manage-
ment report in chapter V. (Opportunity and risk
report), section 6.4.

Net fee and commission income in the DZ BANK
Group increased by 18.9 percent to €977 million
(first half of 2016: €822 million).

Net fee and commission income at DZ BANK grew
by €32 million. BSH’s net fee and commission income
was up by €11 million. At DG HYP and DVB, net fee
and commission income declined by €12 million and
€5 million respectively. There were increases in net fee
and commission income for DZ PRIVATBANK and
the subgroup Union Asset Management Holding AG,
Frankfurt am Main, (UMH) of €5 million and
€148 million respectively, whereas the equivalent
figure at VR LEASING fell by €5 million.

The DZ BANK Group’s gains and losses on trading
activities came to a net gain of €304 million, com-
pared with a net gain of €501 million in the first half
of 2016. This was largely attributable to the gains and
losses on trading activities at DZ BANK amounting to
a net gain of €298 million (first half of 2016: net gain
of €484 million).

Gains and losses on investments in the DZ BANK
Group fell by €2 million to a net gain of €88 million
(first half of 2016: net gain of €90 million). The main
reasons for the year-on-year change were the factors

described in the details for the operating segments
DZ BANK and BSH.

Other gains and losses on valuation of financial
instruments in the DZ BANK Group amounted to a
net gain of €34 million in the reporting period (first
half of 2016: net loss of €154 million). Of the figure
reported for the DZ BANK Group for the first half of
2017, a net gain of €112 million was accounted for by
DG HYP (first half of 2016: net loss of €182 million),
a net gain of €49 million by WL BANK, and a net loss
of €131 million by DVB (first half of 2016: net gain of
€18 million).

The DZ BANK Group’s net income from insurance
business comprises premiums earned, gains and losses
on investments held by insurance companies and other
insurance company gains and losses, insurance benefit
payments, and insurance business operating expenses.

In the reporting period, this figure decreased by
2.2 percent to €451 million (first half of 2016:
€461 million).

The rise in premiums earned was unable to fully offset
the decline in gains and losses on investments held
by insurance companies and other insurance company
gains and losses, the slight increase in insurance benefit
payments, and the growth of insurance business oper-
ating expenses.

Administrative expenses in the DZ BANK Group
rose by €239 million, or 14.0 percent, to €1,942 mil-
lion (first half of 2016: €1,703 million), including an
increase in staff expenses of €77 million (9.3 percent)
to €904 million (first half of 2016: €827 million)
and an increase in other administrative expenses of
€162 million (18.5 percent) to €1,038 million (first
half of 2016: €876 million).

The DZ BANK Group’s other net operating income
came to €54 million (first half of 2016: €50 million).
The main reasons for this change compared with the
first half of 2016 were the factors described in the
details for the operating segments DZ BANK, BSH,
DVB, DZ PRIVATBANK, and VR LEASING.

Net income from the business combination with
WGZ BANK, which amounted to a net expense totaling
€58 million in the period under review, related to gen-
eral and administrative expenses of the same amount
that were incurred in connection with data migration.

Profit before taxes in the first half of 2017 amounted to
€939 million, compared with a figure of €1,574 million
in the first 6 months of 2016.

The DZ BANK Group’s cost/income ratio (i.e. the ratio
of administrative expenses to total operating income)
for the reporting half-year came to 58.2 percent (first
half of 2016: 54.4 percent).

The DZ BANK Group’s income taxes came to
€451 million in the reporting period (first half of
2016: €416 million). The increase in the tax expense
includes the effects of deferred taxes.

Net profit for the first half of 2017 stood at €488 mil-
lion compared with €1,158 million in the first half of
2016.
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3.2. Financial performance in detail

Figure 2 shows the details of the financial performance  first half of this year compared with the corresponding

of the DZ BANK Group’s operating segments in the period of 2016.

FIG. 2 - SEGMENT INFORMATION

INFORMATION ON OPERATING SEGMENTS FOR THE PERIOD JANUARY 1 TO JUNE 30, 2017

DZ BANK BSH DG HYP
€ million
Net interest income 533 423 176
Allowances for losses on loans and advances 90 -2 14
Net fee and commission income 183 -22 5
Gains and losses on trading activities 298 - 7
Gains and losses on investments 67 15 3
Other gains and losses on valuation of financial instruments 15 -1 112
Premiums earned - - -
Gains and losses on investments held by insurance companies and other
insurance company gains and losses - - -
Insurance benefit payments - - -
Insurance business operating expenses - - -
Administrative expenses -745 -233 -72
Other net operating income 22 23 1
Net income from the business combination with WGZ BANK -58 - -
Profit/loss before taxes 405 203 246
Cost/income ratio (%) 66.6 53.2 23.7
Regulatory RORAC (%) 11.0 39.5 45.3
Average own funds/solvency requirement 5,403 1,026 1,088
Total assets/total equity and liabilities as at Jun 30, 2017 274,166 67,310 42,504
INFORMATION ON OPERATING SEGMENTS FOR THE PERIOD JANUARY 1 TO JUNE 30, 2016

DZ BANK BSH DG HYP
€ million
Net interest income 536 398 147
Allowances for losses on loans and advances -93 -3 4
Net fee and commission income 151 -33 17
Gains and losses on trading activities 484 - 5
Gains and losses on investments 98 2 -1
Other gains and losses on valuation of financial instruments 4 - -182
Premiums earned - - -
Gains and losses on investments held by insurance companies and other
insurance company gains and losses - - -
Insurance benefit payments - - -
Insurance business operating expenses - - -
Administrative expenses -600 -229 -73
Other net operating income 22 16 7
Net income from the business combination with WGZ BANK -139 - -
Profit/loss before taxes 463 151 -76
Cost/income ratio (%) 46.3 59.8 >100.0
Regulatory RORAC (%) 37.8 324 -13.1
Average own funds/solvency requirement 3,848 929 1,126
Total assets/total equity and liabilities as at Dec. 31, 2016 275,054 65,852 43,629
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DVB DZ PRIVAT- R+V TeamBank UMH VR LEASING WL BANK Other/ Total
BANK Consolidation

103 60 - 21 4 70 106 -259 1,427

-446 - - -34 -1 -6 -7 -4 -396

52 62 - 3 750 8 -5 -59 977

-19 7 - - - - - 1 304

-4 - - - - 6 - 1 88

-131 5 - - 2 - 49 -17 34

- - 7,403 - - - - - 7,403

- - 1,883 - - - - -36 1,847

- - 7,543 - - - - - -7,543

- - -1,350 - - - - 94 -1,256

-103 -116 - -105 -393 -69 -54 -52 -1,942

16 -6 -4 3 - 4 1 -6 54

- - - - - - - - -58

-532 12 389 78 362 13 90 -327 939

>100.0 90.6 - 48.4 52.0 78.4 35.8 - 58.2

>100.0 8.4 - 36.8 >100.0 8.1 45.5 - -

581 295 - 425 351 314 401 - -

24,942 18,175 100,490 7,714 1,967 4,571 43,437 -71,918 513,358

DVB DZ PRIVAT- R+V TeamBank UMH VR LEASING Other/ Total
BANK Consolidation

129 70 - 204 4 74 -199 1,363

-83 - - -32 - -3 -9 -219

57 57 - 1 602 13 -43 822

-1 4 - - - - 9 501

-6 1 - - - -2 -2 90

18 1 - - -3 - 8 -154

- - 7,149 - - - - 7,149

- - 2,050 - - - -50 2,000

- - -7,495 - - - - -7,495

- - -1,269 - - - 76 -1,193

-104 -114 - -97 -358 -80 -48 -1,703

5 -29 -5 4 12 14 4 50

- - - - - - 502 363

15 -10 430 80 257 16 248 1,574

51.5 >100.0 - 46.4 58.2 80.8 - 54.4

6.5 -6.3 21.0 411 >100.0 10.1 - 26.3

607 320 4,107 401 293 325 - 11,956

27,658 17,669 97,286 7,284 2,038 4,463 -31,486 509,447
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The figures for the first half of 2016 for the individual
items of the income statement explained below for this
operating segment relate only to DZ BANK before the
merger. The corresponding figures for the reporting
period relate to the joint central institution created by
the merger of the two cooperative central institutions,
which was carried out in accordance with IFRS 3 in
mid-2016. Consequently, the difference in the basis of
comparison (reporting period: joint central institution;
first half of 2016: DZ BANK before the merger) must
be borne in mind in respect of the changes to the indi-
vidual line items described below.

In the detailed descriptions, the financial performance
of the business lines is presented on the basis of the net
income values used by financial planning and control
for business management purposes.

Net interest income (excluding income from long-term
equity investments) at DZ BANK rose by 33.7 percent
to €274 million (first half of 2016: €205 million). This
increase was largely the result of the aforementioned

merger effect and a larger net interest margin contri-

bution in Corporate Banking.

At DZ BANK, the Corporate Banking business line
comprises the five regional corporate customer divi-
sions that focus on corporate banking in Germany
(Northern and Eastern Germany, Western Germany,
Central Germany, Baden-Wiirttemberg, and Bavaria),
the Investment Promotion division, which includes
development loan and agricultural business, and the
Structured Finance division covering business with
German corporate customers and foreign customers
with links to Germany. Until the expected completion
of the strategic reorganization of the real estate finance
business in mid-2019, real estate customers will be
looked after centrally by Region West.

In accordance with the cooperative principle of de-
centralization — the tried-and-tested distribution of
responsibilities in the Volksbanken Raiffeisenbanken
cooperative financial network — and focusing on the
needs of the business concerned, customer relationship
management for corporate customers is provided

by the local cooperative bank in conjunction with

DZ BANK, or directly by DZ BANK.

Germany’s large and medium-sized companies con-
tinued to show a high level of willingness to commit
to capital investment in the first half of 2017. However,
even these companies cannot escape the geopolitical
influences, above all uncertainty about the impact
of the ongoing Brexit negotiations and the direction
that the US government will take in terms of economic

policy.

The businesses are generally structured so that they
can withstand various crises and have demonstrated
that they are well equipped for the future based on
their sound capital and liquidity position. Partly as a
result of the stable German economy and companies’
robust financial health, large and medium-sized com-
panies are increasingly venturing into international
business again — despite the current geopolitical uncer-
tainties. DZ BANK has recognized this trend with
the opening of a new representative office in Jakarta,
Indonesia, and by entering into a cooperation agree-
ment with one of the biggest banks in China. China
Development Bank (CDB), the largest state develop-
ment bank in the People’s Republic of China, and
DZ BANK have agreed to form a strategic alliance
that will primarily promote German investment

in China and, conversely, Chinese investment in
Germany.

In the Corporate Banking business line, the net interest
margin contribution rose by a total of 59.4 percent to
€215.1 million (first half of 2016: €134.9 million), in
particular due to the aforementioned merger effects
in the two prior-year periods.

The net interest margin contribution in the five regional
corporate banking divisions increased substantially
overall.

The net interest margin contribution from the develop-
ment lending business in the Investment Promotion
division increased year on year, despite a further con-
traction in margins.

Performance in the main areas of development activity
within traditional investment finance, which primarily
include business start-ups and financing of innovation
projects, remained steady in this highly competitive

area of business. However, growth was achieved in the



development lending portfolios within the private
house-building business and commercial environ-
mental finance.

The main year-on-year changes in the net interest
margin contribution from each of the product fields in
the Structured Finance division are described below.

The net interest margin contribution advanced in the
syndicated business/renewable energies product field.
Despite growing competition, there was an increase
in renewable energies business during the reporting
period, particularly the funding of wind turbines.

In the acquisition finance product field, the division
arranges and structures debt finance to support the
acquisition of large and medium-sized companies,
primarily in the German-speaking countries. Large
numbers of customers made use of the high degree of
liquidity in the markets to redeem their loans. Despite
this development and despite the selective approach to
the granting of new loans, the net interest margin con-
tribution increased year on year. This is largely attrib-
utable to transactions that were initiated in the fourth
quarter of 2016 and realized in the first half of 2017.

There was a slight decrease in the project finance prod-
uct field’s net interest margin contribution in the first
half of 2017.

In the advice and sales (west) product field, which is
responsible across all products for renewable energies,
syndicated loans, acquisition finance, and international
trade and export finance business, a significantly net
interest margin contribution well into positive terri-

tory was generated in the first half of 2017.

In the international trade and export finance product
field, in which the emphasis is very much on providing
support for German large and medium-sized corporate
customers involved in international business, the net

interest margin contribution rose sharply in the first
half of 2017.

Allowances for losses on loans and advances amounted
to a net reversal of €90 million (first half of 2016: net
addition of €93 million), including a net reversal of
specific loan loss allowances of €46 million (first half of

2016: net reversal of €31 million) and a net reversal

of portfolio loan loss allowances of €14 million (first
half of 2016: net addition of €81 million).

Net fee and commission income rose by 21.2 percent
to €183 million (first half of 2016: €151 million).

In the Corporate Banking business line, the service
contribution declined slightly, by 2.9 percent, to
€73.4 million (first half of 2016: €75.6 million), in
particular due to the aforementioned merger effects
in the two prior-year periods.

The service contribution in the five regional corporate
banking divisions increased overall.

A new pricing structure for development lending was
introduced in the Investment Promotion division on
January 1, 2017, under which the cooperative banks
receive an annual margin reimbursement. As a result,
the service contribution in the reporting period was
significantly lower than in the first half of 2016.

The main year-on-year changes in the service contribu-
tion from each of the product fields in the Structured
Finance division are described below.

Much fiercer competition characterized the acquisition
finance product field during the first 6 months of 2017,
causing a drop in the service contribution compared

with the first half of 2016.

The service contribution in the project finance product
field also decreased year on year.

In the international trade and export finance product
field, the service contribution declined markedly dur-
ing the reporting period owing to fiercer competition.

By contrast, the service contribution in the inter-
national documentary business product field (letters
of credit, guarantees, collections) was far higher than

in the first half of 2016.

In the asset securitization product field, the service
contribution in the period under review was well
below the figure in the corresponding prior-year
period.



In the Capital Markets Institutional Clients and
Capital Markets Retail Clients business lines, the
comprehensive range of advisory, structuring, and
placement services available in relation to investment,
capital, and mezzanine products again proved popular
with customers of the cooperative banks and direct
customers of DZ BANK in the reporting period, and
customers drew on these services frequently.

Despite the market remaining fiercely contested,

DZ BANK prevailed against German and international
competitors with a variety of product offerings. The
successfully implemented transactions and the satis-
faction of customers are testimony to a high level of
product expertise and effectiveness in a constantly
changing market environment. The cooperative banks
and direct customers value the transaction security
offered by DZ BANK in connection with the execution

of capital and mezzanine transactions.

In the first half of 2017, the cooperative banks had a
greater need for advice in relation to their own-account
investing activities, primarily due to new rules on the
ranking of liabilities in the event that a bank is resolved
or restructured.

The service contribution generated by the Transaction
Banking business line was higher than the equivalent
figure reported for the first half of 2016 as a result of a
rise in the income from payments processing and from
securities custody business.

Gains and losses on trading activities amounted
to a gain of €298 million (first half of 2016: gain of
€484 million).

The much larger gain in the first half of 2016 was
attributable to the reasons set out below.

The liabilities recognized at fair value had given rise
to a strong positive effect on earnings of €116 million
in the first half of 2016 (reporting period: negative
effect of €32 million).

Further factors influencing the gains and losses on
trading activities in the prior-year period had included
interest-rate-related changes in the fair value of

cross-currency basis swaps used to hedge currency
risk amounting to a gain of €11 million (reporting
period: loss of €48 million).

During the first half of 2016, the successful completion
of the mediation proceedings in the legal dispute
with Lehman Brothers International Europe had also
resulted in income of approximately €50 million from
the reversal of provisions to cover the cost of legal
proceedings and attorneys.

One of the key influences on capital markets during
the period under review was the aforementioned
continuation of the ECB’s program of quantitative
easing.

Also in the reporting period, the Fed raised the key
interest rate by 25 basis points in mid-March and then
again, by the same amount, in mid-June.

The lack of clarity about the future direction of the US
government’s economic policy — so far, there have only
been announcements of tax reforms, an infrastructure
program, and protectionist measures — and the impact
of the ongoing Brexit negotiations depressed the capital
markets for short periods, as did the uncertainty as to
how people would vote in the elections in the Nether-
lands and France.

The results of these elections and, in particular, antici-
pation of global economic recovery and the continued
stability of the economy in the eurozone caused share
prices on the European stock markets to soar above the
average level seen in the first half of last year. At the
same time, prices were a lot less volatile in the reporting
period than in the corresponding period of 2016.

The regulatory environment also impacted on the mar-
kets and market players, which again had to cope with
the demanding requirements imposed by banking
regulators in the period under review.

Nonetheless, DZ BANK’s contribution from trading
income during the reporting period improved consid-
erably year on year, as can be seen from the infor-
mation above regarding gains and losses on trading
activities.



The products and services of DZ BANK’s customer-
oriented capital markets business are geared to the
needs of cooperative banks, specialized service pro-
viders within the cooperative sector, and their retail
and corporate customers. In addition, DZ BANK has
business relationships with direct corporate customers
and institutional customers in Germany and abroad.
The portfolio comprises competitively priced invest-
ment and risk management products involving the
asset classes of interest rates, equities, loans, and foreign
exchange. These products are complemented by a broad
range of advisory and research services, structuring
expertise, and platforms.

Against the current backdrop of low interest rates,
German retail investors™ top priorities are safety and
understandable investment solutions. Catering to
this customer need, DZ BANK works closely with
the local cooperative banks and managed to further
strengthen its position in the German derivatives
market. DZ BANK’s performance — as measured by
data from the Deutscher Derivate Verband (DDV)
[German Derivatives Association] — has been impres-
sive, confirming its market leading position with a
market share of 17.8 percent as at the end of March
2017, based on the market volume invested in struc-
tured securities.

During the first half of 2017, DZ BANK continued
with the targeted stepping up of activities in relation
to selling exchange-traded derivative securities products,
maintaining its third-place ranking at the end of the
reporting period with a market share of 10.4 percent.
Furthermore, DZ BANK’s focus on continuously and
effectively digitalizing and optimizing securities pro-
cesses in retail banking was recognized by renowned
experts when it received the Best Process Award 2016.
DZ BANK also has an advanced quality management
system for customer service and product development
in the Capital Markets Retail Clients division based
on the new ISO 9001:2015 standard. The system

has been comprehensively audited and certified by
DQS GmbH Deutsche Gesellschaft zur Zertifi-

Zierung von Managementsystemen.

In order to stabilize their financial performance over the
long term, the cooperative banks acquired investments

with residual maturities of more than 5 years as part
of their own-account investing activities. This customer
segment enjoyed a very successful start to the year.
There was increased investment in creditrating-linked
products such as corporate bonds and simply struc-
tured credit products in the form of credit-linked notes.
Demand for structured bullet maturity bonds and
share bonds was also brisk. Business involving bonds
issued by financial institutions increased significantly
in the second quarter of 2017. The cooperative banks
also aimed for broad diversification in their securities
portfolios, particularly with regard to investments

in equities and real estate. Demand in this respect
was increasingly focused on fund products from the
Union Investment Group.

Business with financial institutions proved to be
structurally robust in the reporting period. Here too,
investment patterns were determined by the ECB’s
monetary policy of negative interest rates and the
accompanying distortion of market prices and thus
risk premiums. Income sources were widely spread,
ranging across the entire fixed-income product seg-
ment but primarily bond trading in the secondary
market. Sales of bank bonds, bonds from agencies,
covered bonds, and corporate bonds and, in addition,
interest-rate derivatives and solution-oriented interest-
rate structures, wete particularly strong. Trading via
electronic systems, which are increasingly replacing
traditional telephone trading, continues to gain
significance for DZ BANK.

Insurance companies’ investment decisions were par-
ticularly focused on foreign and supranational issuers.
Interest was particularly high in long maturities. The
same was true of investments in alternative assets,
which include not only infrastructure investments but
also real estate, private equity, and loans. The first life
insurers began to hedge against interest-rate risk by
means of payer swaps. Asset managers focused on pur-
chasing companies’ new issues and senior bonds from
banks in the primary market. Banks showed great
interest in corporate and bank bonds.

The corporate customer securities business was char-
acterized by the lack of liquidity in capital markets
caused by the ECB’s bond-buying program. Demand



for commercial paper and bonds was up slightly on
the first 6 months of 2016. Customers continued to
show increasing interest in structured investment
alternatives, some with optional components.

As a result of the sharply appreciating euro, foreign
exchange business was particularly brisk in the first half
of 2017 — both with large and medium-sized companies
and major corporate customers. Very modest capital
market rates meant that large and medium-sized cor-
porate customers wete reluctant to enter into interest-
rate hedges. The main interest-hedging instruments
used were classic payer swaps and interest-rate caps in
the medium maturity band. There was less focus on
structured products, although customers in this area
were also looking for the integration of floors on the
variable swap side.

As the reporting period progressed, money market
investment customers demonstrated a greater accept-
ance of the continuing burden of negative interest rates,
with the result that DZ BANK was able to gradually
win back deposits from institutional investors in the
first half of 2017.

New bond issuance business was significantly influ-
enced by the ECB’s bond-buying program and policy
of zero interest rates. The number of covered bond
issues and issues by Germany’s federal states was at a
lower level in the first 6 months of 2017. By contrast,
new issues business with corporate customers (bonds
and promissory notes) continued to follow a positive
trajectory. Overall, the volume generated by DZ BANK
for new issuance mandates in the primary market for
bonds was not quite at the level achieved in the first

half of 2016.

Gains and losses on investments fell by €31 million
to a net gain of €67 million (first half of 2016: net gain
of €98 million). In the reporting period, this figure
included in particular a gain of €69 million on the
disposal of long-term securities.

The figure for the first half of 2016 had included a gain
of €98 million on the disposal of the long-term equity
investment held by DZ BANK in VISA Europe Ltd.,
London.

Administrative expenses at DZ BANK amounted to
€745 million, an increase of €145 million, or 24.2 per-
cent, on the comparable figure in the first half of 2016

(€600 million) that was primarily the result of the
merger.

Other administrative expenses went up by €93 million
to €416 million (first half of 2016: €323 million),
mainly because of the larger project portfolio.

The rise in staff expenses of €52 million to €329 million
(first half of 2016: €277 million) was attributable, above
all, to growth in the number of employees as a conse-
quence of the merger and to salary increases.

Other net operating income for the first 6 months
of 2017, which totaled €22 million (first half of 2016:
€22 million), largely comprised income from the rever-
sal of provisions — as had been the case in the prior-year
period.

Net income from the business combination with
WGZ BANK, which amounted to a net expense total-
ing €58 million in the period under review, related
to general and administrative expenses of the same
amount that were incurred in connection with data
migration.

Profit before taxes for the reporting period amounted
to €405 million. The decline of €58 million compared
with the figure of €463 million reported for the prior-
year period was mainly a consequence of the changes
described above.

DZ BANK’s cost/income ratio came to 66.6 percent in
the first half of 2017 (first half of 2016: 46.3 percent).

Regulatory RORAC was 11.0 percent (first half of
2016: 37.8 percent).

At BSH, net interest income rose by 6.3 percent to
€423 million (first half of 2016: €398 million).

In the period under review, net interest income was
again influenced by the persistently low level of in-
terest rates. Income from using the equity method
amounted to €12 million (first half of 2016: loss of
€9 million); the figure for the prior-year period had
been affected by an impairment loss of €23 million
recognized on the carrying amount, calculated in
accordance with the IFRS equity method, of Bau-
sparkasse Schwiibisch Hall’s Chinese long-term equity
investment.



Markedly higher demand for advance and interim
financing resulted in a volume-related increase in inter-
est income, despite average interest rates continuing
to fall. This rise in income partly offset the decline
in interest income from home savings loans. Interest
income from investments was down on the level

of income in the first half of 2016, even though there
was a further increase in the volume of investment in
registered securities and bearer bonds.

Under interest cost, the positive impact of the decline
in the interest rates paid on home savings deposits
was offset to some degree by the negative impact on
net interest income of the growth in the volume of
home savings deposits. These deposits swelled again
during the reporting period, rising by €1.5 billion to a
record volume of €56.9 billion (December 31, 2016:
€55.4 billion).

The strong demand registered in building society oper-
ations reflects the particular benefits of home savings.
At a time of historically low interest rates, the main
advantage of home savings — securing long-term interest
rates in the form of calculable, affordable loan finance
— gains more importance. Furthermore, the savings
that customers accumulate guarantee a stable way of
building up capital that is protected against inflation
and volatility in capital markets.

Bausparkasse Schwibisch Hall continued to build on
the market success of the Schwibisch Hall rates and
charges in the reporting period by enhancing its inno-
vative offline and online product variants, in particular
FuchsChance. This new scale of rates and charges
added in early July 2016 enables customers to benefit
from rising interest rates in the capital markets (interest
on deposits of up to 1.25 percent per year).

In the reporting period, allowances for losses on loans
and advances amounted to a net addition of €2 million,
which was only slightly changed on the figure for the
first half of 2016 of €3 million. Allowances for losses
on loans and advances are benefiting from the stable
economic conditions that prevail in Germany.

The BSH subgroup’s net fee and commission income
improved by €11 million to a net expense of €22 million
(first half of 2016: net expense of €33 million).

Bausparkasse Schwiibisch Hall pays fees and commis-
sions to the cooperative banks and to the integrated,

bank-supported field sales force on the basis of Bau-
sparkasse Schwibisch Hall contracts signed with
customers. These payments decreased year on year.

In the home savings business, Bausparkasse Schwibisch
Hall signed approximately 303,000 new home savings
contracts, generating another impressive level of new
home savings business with a volume of €15.1 billion

(first half of 2016: €15.1 billion).

Bausparkasse Schwibisch Hall achieved a new business
volume of €6.4 billion in the home finance business,
which was €0.8 billion more than the corresponding
amount for the first half of 2016 of €5.6 billion. This
figure does not include home savings loan contracts
and bridging loans from Bausparkasse Schwibisch
Hall or other referrals totaling €0.9 billion (first half
of 2016: €0.9 billion). If the latter is included, the
total volume of new home finance business came to
€7.3 billion, a year-on-year increase of 12.3 percent

(first half of 2016: €6.5 billion).

The impressive rate of growth in home savings and
home finance is a reflection of demand for housing,
particularly in urban areas, which has been buoyed
by a favorable economic climate and by immigration.
There is, however, a continued shortage of housing
stock and this is further exacerbated by an increase in
the number of households, primarily as a result of a
decrease in the average number of people per house-
hold, and a simultaneous rise in the living space occu-
pied by each household. Against this backdrop, the
Institut der deutschen Wirtschaft (IW) [Cologne
Institute for Economic Research] has forecast that
the number of new homes needed to be built each
year up to 2020 is approximately 400,000, whereas
only 277,000 homes were completed in 2016.

There is also potential for additional demand in the
two core business areas of home savings and home
finance owing to the large amount of housing in need
of modernization.

In addition to improvements to energy efficiency
aimed at lowering costs for homeowners, the German
government’s efforts to combat climate change and
reduce environmental damage are gaining particular
significance.

Age-appropriate housing is another key area for future
growth, and there is likely to be a substantial increase



in the renovation of current housing stock because
currently only around 5 percent of the approximately
11 million households made up of older people are
in a property with barrier-free access.

Since 2014, legislation has been in place extending the
scope of the Riester subsidy in order to encourage
the conversion of homes to make them accessible to the
elderly and people with disabilities. Bausparkasse
Schwibisch Hall is well placed in this regard as market
leader for Riester home savings business with its tried-
and-tested Fuchs WohnRente products. In the first
half of 2017, it won a total of 34,000 new contracts
in this area.

By cross-selling supplementary pension products, Bau-
sparkasse Schwibisch Hall field sales staff sold coopera-
tive bank pension products, Union Investment Group
investment funds, and insurance policies from R+V
Versicherung AG, Wiesbaden.

The gains and losses on investments amounting to a
net gain of €15 million (first half of 2016: net gain of
€2 million) were primarily actributable to the sale of
securities.

Administrative expenses increased by €4 million to
€233 million (first half of 2016: €229 million). Staff
expenses fell by €3 million to €113 million (first half
0f 2016: €116 million). Other administrative expenses
went up by €7 million to €120 million (first half of
2016: €113 million), predominantly due to a €3 million
rise in IT costs to €33 million and a €3 million rise
in amortization of intangible assets to €11 million.

The €7 million growth in other net operating income
to €23 million (first half of 2016: €16 million) was
primarily the result of an increase in the reversal of
provisions and an increase in own work capitalized.

Profit before taxes for the 6 months under review
advanced by €52 million to €203 million (first half
of 2016: €151 million), mainly because of the changes
described above.

The cost/income ratio in the period under review
came to 53.2 percent (first half of 2016: 59.8 percent).

Regulatory RORAC was 39.5 percent (first half of
2016: 32.4 percent).

The net interest income at DG HYP of €176 million
was up by 19.7 percent compared with the figure of
€147 million for the first half of 2016.

This increase is largely explained by the fact that the
reporting period was boosted by significantly higher
early redemption payments (first half of 2017: €32 mil-
lion; first half of 2016: €15 million).

The German market for investments in commercial
real estate (excluding commercial investments in
housing) registered a transaction volume of €25.8 bil-
lion in the first half of 2017, a significant year-on-year
increase of approximately 47 percent (first half of 2016:
€17.6 billion). The volume of transactions in the mar-
ket for commercial investments in housing swelled by
around 40 percent to €6.2 billion (first half of 2016:
€4.4 billion).

The German real estate market was shaped not only by
the stable economic environment but also by the con-
tinuation of the ECB’s expansionary monetary policy;
the central bank intends to carry on with its extensive
bond-buying program until at least the end of 2017.
The sustained policy of low interest rates ensured that
funding conditions remained favorable for investors,
although it also increased the pressure on investments
due to a lack of sufficient alternative returns and thus
pushed up demand for commercial real estate invest-
ments even further.

The resulting increase in competition that has been
observable for some years has now led to a dramatic
shortage of supply in prime locations and therefore

to substantial price rises and steadily falling yields.

In respect of residential property, this trend is com-
pounded both by progressive urbanization and by the
high demand for housing created by more and more

people moving to urban areas.

For this reason, German and international investors
— particularly those with a long-term investment
horizon — increasingly focused on more provincial
locations in their investment strategy, not least because
some of these places offer higher rental yields than
can be achieved in major cities. In the first half of
2017, the markets outside Germany’s top-seven prime
locations recorded a transaction volume for commer-
cial real estate amounting to €13.4 billion, which



equates to roughly 52 percent of the total investment
volume (excluding commercial investments in housing).

However, to make this broader strategic focus succeed
in the 160 or so locations outside Germany’s real estate
hotspots, investors need in-depth knowledge of the
regional property markets, local infrastructure, and
economic conditions.

Through its long-standing close collaboration with
around 400 local cooperative banks across Germany,
DG HYP, a specialist provider of commercial real
estate finance, ensures access to regional markets, has
the necessary proximity to customers, and boasts
detailed knowledge of the local markets. DG HYP
combines this extensive know-how with specific real
estate expertise, nationwide networks, market com-
parisons between competitors, and individual risk
assessments. Supported by its six real estate centers in
major cities and a further 5 regional offices, DG HYP
is a reliable partner to the cooperative banks in the
regions. At the same time, DG HYP’s decentralized
market presence creates an advantage in terms of
the allocation of risk because greater differentiation
between portfolios based on region, sector, and cus-
tomer group is possible.

Continuing to take a conservative, selective approach
to the granting of commercial real estate loans, par-
ticularly in view of the persistently challenging market
and competitive environment, DG HYP generated
€2,703 million of new business in the first 6 months
of 2017 (first half of 2016: €3,420 million). Of this
total, €2,573 million (first half of 2016: €3,299 million)
was accounted for by the German market.

DG HYP successfully expanded its joint marketing
activities with the local cooperative banks during the
reporting period by continually intensifying this part-
nership. The volume of jointly generated new lending
business amounted to €1,543 million, which was sig-
nificantly more than the volume achieved in the first
half of 2016 of €1,128 million.

DG HYP assists the local cooperative banks with
public-sector funding inquiries for the benefit of the
cooperative financial network. Taking account of
borrowers’ credit ratings, DG HYP prepares finance
offers that the cooperative banks then present to local
authorities. In the period under review, DG HYP

generated a financing volume of €71 million (first half
of 2016: €99 million).

Allowances for losses on loans and advances amounted
to a net reversal of €14 million (first half of 2016: net
reversal of €4 million), including a net reversal of
specific loan loss allowances of €12 million (first half
of 2016: net addition of €1 million) and a net reversal
of portfolio loan loss allowances of €2 million (first
half of 2016: net reversal of €5 million).

Net fee and commission income declined by €12 mil-
lion to a net gain of €5 million (first half of 2016: net
gain of €17 million).

Other gains and losses on valuation of financial
instruments included a net gain of €112 million arising
from the narrowing of credit spreads in the reporting
period on bonds issued by countries on the periphery
of the eurozone, contrasting with a net loss of €182 mil-
lion in the first half of 2016 resulting from the wid-
ening of these credit spreads.

The administrative expenses of €72 million were on
a par with the first half of 2016 (€73 million). This
figure included a slight rise in staff expenses during
the reporting period, which rose by €1 million to
€28 million (first half of 2016: €27 million). Other
administrative expenses decreased slightly, by €2 mil-
lion, to €44 million (first half of 2016: €46 million).
Within this total, the contribution for 2017 to the
bank levy declined by €5 million to €10 million (2016:
€15 million), but was offset by a €5 million increase
to €11 million in expenses for consultancy services.
Of the total expenses for these services, €3.3 million
related to the following two projects: firstly the ‘inte-
gration of the commercial real estate finance port-
folios” project, as part of which expenses for transfer-
ring the commercial real estate portfolio of the former
WGZ BANK to DG HYP were recognized, and sec-
ondly the ‘reorganization of real estate finance business’
project, which necessitates consultancy and other
services in connection with the planned merger of
DG HYP and WL BANK. Furthermore, other gen-
eral and administrative expenses declined by €2 mil-
lion to €3 million (first half of 2016: €5 million).

Profit before taxes improved substantially during the

period under review, increasing by €322 million to
€246 million (first half of 2016: loss of €76 million).



The primary reason behind this increase was the posi-
tive change in other gains and losses on valuation of
financial instruments as a consequence of the factors
described above.

The cost/income ratio in the period under review
came to 23.7 percent (first half of 2016: greater than
100.0 percent).

Regulatory RORAC was 45.3 percent (first half of
2016: minus 13.1 percent).

Net interest income at DVB contracted by 20.2 per-
cent year on year to €103 million (first half of 2016:
€129 million).

The reduction in net interest income was largely attrib-
utable to higher special accelerated depreciation allow-
ances on assets subject to operating leases and to nar-
rower margins. A smaller volume of new business and
contraction of the portfolio following further early
repayments of loans also had an adverse impact. More-
over, income from using the equity method decreased
by €11 million in the reporting period to a loss of

€7 million (first half of 2016: income of €4 million).

The international transport industry suffered over-
capacity within some segments of the international
maritime shipping market, resulting in sharply
falling freight rates and considerable pressure on
shipping prices. Offshore markets were depressed
by persistently low oil prices during the 6 months
under review.

The DVB subgroup generated new transport finance
lending business of €1.8 billion in the first half of 2017
based on a total of 65 deals (first half of 2016: 63 deals).
This equates to a year-on-year decrease of €1 billion.
DVB Bank continues to maintain representative offices
in Amsterdam, London, Oslo, and Singapore.

The increase in allowances for losses on loans and
advances of €363 million to €446 million (first half
0f 2016: €83 million) largely related to the growth
in allowances for losses on loans and advances in the
shipping finance business, which were up by €137 mil-
lion to €191 million (first half of 2016: €54 million),

and in the offshore finance business, which were up
by €230 million to €247 million (first half of 2016:
€17 million). The reasons for the increase were firstly
that the crisis in some sections of the shipping industry
spiraled during the first half of 2017, above all due to
significant overcapacity, and secondly that the situation
in offshore finance remained very difficult owing to the
weak oil price.

At €52 million, net fee and commission income was
down by €5 million year on year (first half of 2016:
€57 million).

In ongoing lending, fee and commission income
advanced by €2 million to €13 million. Such income
generated from new transport finance business
declined by €11 million to €21 million. In contrast,
fee and commission income from asset management
and consulting increased by €3 million to €8 million
and by €1 million to €10 million respectively.

Gains and losses on trading activities fell by €18 mil-
lion to a net loss of €19 million (first half of 2016:
net loss of €1 million), largely due to the change in
the US dollar/euro exchange rate.

Other gains and losses on valuation of financial
instruments saw a market-driven decline of €149 mil-
lion to a net loss of €131 million (first half of 2016:
net gain of €18 million), partly because of interest-
rate-related changes in the measurement of cross-
currency swaps.

Overall, administrative expenses were virtually
unchanged year on year at €103 million (first half
of 2016: €104 million), with staff expenses rising
slightly, by €1 million, to €56 million (first half of
2016: €55 million) and other administrative expenses
falling slightly, by €2 million, to €47 million (first
half of 2016: €49 million).

The €11 million increase in other net operating income
to €16 million (first half of 2016: €5 million) was
primarily attributable to an increase in the reversal
of provisions and to proceeds from disposals.

In the first half of 2017, DVB generated a loss before
taxes of €532 million. The decline of €547 million



compared with the profit before taxes of €15 million
reported for the prior-year period was mainly a con-
sequence of the factors described above.

The cost/income ratio in the period under review
was greater than 100.0 percent (first half of 2016:
51.5 percent).

Regulatory RORAC was greater than 100.0 percent
(first half of 2016: 6.5 percen).

Net interest income at DZ PRIVATBANK contracted
by 14.3 percent year on year to €60 million (first half
of 2016: €70 million).

The main reasons behind this decline in net interest
income were the persistently low level of interest rates,
the ongoing implementation of a risk-conscious invest-
ment strategy, and the expiry of securities exposures
bearing higher rates of return combined with a virtually
unchanged contribution to income from the LuxCredit
foreign-currency lending business.

DZ PRIVATBANK acts as the competence center for
foreign-currency lending and investing in the interest-
earning business. The average volume of guaranteed
LuxCredit loans was €4.8 billion during the reporting
period, which was lower than in the first half of 2016
(€5.1 billion).

The decentralized collaboration with the cooperative
banks in Germany is coordinated through the eight
branches of DZ PRIVATBANK in Berlin, Diisseldorf,
Frankfurt, Hamburg, Hanover, Munich, Nuremberg,
and Stuttgart.

Net fee and commission income rose by 8.8 percent
to €62 million (first half of 2016: €57 million).

The increase in net fee and commission income can
be explained by the larger contribution to income
from the fund services business and the slightly
higher contribution to income from private banking.

As at June 30, 2017, the value of funds under manage-
ment had grown by €4.5 billion to €104.5 billion
(December 31, 2016: €100.0 billion). The number of

fund-related mandates as at June 30, 2017 was 590
(December 31, 2016: 590).

At the end of the first half of 2017, the funds managed
on behalf of high-net-worth individuals was virtually
unchanged compared with the end of 2016 at €16.8 bil-
lion (December 31, 2016: €16.9 billion). The funds
under management comprise the volume of securities,
derivatives, and deposits of customers in the private
banking business.

Other gains and losses on valuation of financial
instruments climbed by €4 million to a net gain of
€5 million (first half of 2016: net gain of €1 million)
as a result of market conditions.

The small €2 million increase in administrative
expenses to €116 million in the reporting period (first
half of 2016: €114 million) included a reduction of
€1 million in staff expenses to €65 million and, in
particular, a rise in other administrative expenses of
€3 million to €51 million. The latter increase was pri-
marily attributable to the €1.5 million higher annual
contribution to the bank levy, which amounted to
€3.8 million for 2017 compared with €2.3 million in
the first half of 2016.

Other net operating income amounted to a net ex-
pense of €6 million (first half of 2016: net expense of
€29 million) and included an amortization expense
of €8 million in respect of acquired customer rela-
tionships (first half of 2016: €8 million). The figure
for the prior-year period had also included additions
to provisions of €18 million in connection with retail
banking risks and costs of €5 million relating to the
realignment of subsidiaries.

In view of the effects from the factors described above,
profit before taxes improved by €22 million to €12 mil-
lion (first half of 2016: loss of €10 million).

The cost/income ratio for DZ PRIVATBANK in the
period under review came to 90.6 percent (first half of
2016: greater than 100.0 percent).

Regulatory RORAC was 8.4 percent (first half of
2016: minus 6.3 percent).



Net premiums earned rose by 3.6 percent to €7,403 mil-
lion (first half of 2016: €7,149 million), exceeding the
impressive level of premiums earned in the first half
of 2016.

Premium income in the life insurance and health
insurance business of R+V decreased slightly, by
0.1 percent.

The decrease of 0.8 percent in the life insurance busi-
ness included a reduction in premium income outside
Germany and an increase in premium income in Ger-
many in the bAV and pV Fonds businesses, while pre-
mium income contracted in the IndexInvest business.
One-off premiums increased during the reporting
period, as did regular premiums.

In the health insurance business, premium income
went up by 9.2 percent due, in particular, to encour-
aging year-on-year growth in regular premiums.

Premium income from non-life insurance advanced by
4.4 percent. This growth was predominantly generated
from vehicle insurance and from corporate customers.

In the first 6 months of 2017, there was also a year-
on-year rise of 16.2 percent in premiums earned from
inward reinsurance, driven mainly by the vehicle
insurance sectors and the fire and non-life insurance
sector.

Gains and losses on investments held by insurance
companies and other insurance company gains
and losses declined by 8.1 percent to a net gain of
€1,883 million (first half of 2016: net gain of
€2,050 million).

Long-term interest rates went back up in the first half
of 2017, whereas they had fallen sharply in the corre-
sponding prior-year period. Equities markets relevant
to R+V did better over the course of the reporting
period than they had in the first half of last year. The
euro performed less well against a variety of currencies
in the first six months of 2017 than it had in the first
half of 2016.

Overall, these trends in the reporting period essen-
tially resulted in a decrease in unrealized gains and

losses and a reduction in the contribution to income
resulting from the weaker performance of the euro
against a variety of currencies, although this effect
was offset, in particular, by an improvement in real-
ized gains and losses.

Owing to the countervailing effects from the recog-
nition of provisions for premium refunds (particularly
in the life insurance and health insurance business)
and claims by policyholders in the unit-linked life
insurance business in the ‘insurance benefit payments’
line item presented below, however, the change in the
level of gains on investments held by insurance com-
panies only partially affected the level of net income
from insurance business before taxes in the half-year
period.

Net insurance benefit payments increased by
0.6 percent from €7,495 million in the first half of
2016 to €7,543 million in the first 6 months of 2017.

In line with the change in premium income and in
gains and losses on investments held by insurance
companies and other insurance company gains and
losses, higher additions were made to insurance lia-
bilities at companies offering personal insurance.
Furthermore, an amount of €341 million was added
to the supplementary change-in-discount-rate reserve
(first half of 2016: €101 million).

In inward reinsurance, the discount rate used by courts
in the United Kingdom to determine the lump-sum
payments for insured personal injury claims was low-
ered significantly during the reporting period. However,
the negative impact of this change of €120 million
was more than offset by an exceptionally small number
of loss events and, at the same time, the low claims
amount in non-life insurance business in the first half
of this year.

Insurance business operating expenses incurred in
the course of ordinary business activities went up by
6.4 percent to €1,350 million (first half of 2016:
€1,269 million).

Given the factors described above, profit before taxes
for the reporting period declined by €41 million to
€389 million (first half of 2016: €430 million).



Net interest income at TeamBank amounted to
€211 million, a rise of 3.4 percent compared with
the figure of €204 million in the first half of 2016.
This increase was the consequence of a higher level
of new business and a greater portfolio of existing
contracts in the easyCredit business.

TeamBank is the consumer finance specialist in the
cooperative financial network. With buoyant consumer
demand in the first half of this year, it delivered a strong
performance despite continued fierce competition and
a challenging environment of low interest rates. At the
same time, it needed to align its business model with
market requirements in respect of digitalization.

The fair and flexible consumer finance product, which
was developed with an emphasis on cooperative values,
enjoyed a further increase in customer interest. Loans
and advances to customers increased by 7.3 percent to
€7,814 million (December 31, 2016: €7,284 million).
Furthermore, the number of customers had risen by a
further 38,000 as at June 30, 2017 to reach 822,000.

Efforts continued in the reporting period to integrate
all customer touchpoints — mobile, online, and offline
— in a digital ecosystem for liquidity management
combining all of TeamBank’s innovative products
and services in order to give customers easy access to
liquidity wherever and whenever they want. The intel-
ligent combination of traditional branch-based advice
with digital services is paving the way for the bank’s
future growth in a technologically sophisticated envi-
ronment. The digital ecosystem is helping to strengthen
the customer relationships already in place, utilize the
potential offered by existing customers, and win new
customers for the cooperative financial network.

An important element of the ecosystem, a seamlessly
integrated process for entering into an easyCredit
agreement online, had been launched on the market in
2016. Already available for use on a computer, this
option has also been offered to customers as a mobile
solution for their smartphone since the start of 2017.
Having introduced the seamless cross-media payment
process ‘ratenkauf by easyCredit’ last year, TeamBank
is so far the only provider, both in e-commerce and
at the point of sale, to offer a simple and uniformly
designed installment purchase function. Moreover, a

new app called ‘fymio’ gives customers a projection
of their future liquidity based on intelligent analysis of
the transactions across all of their accounts.

In the first half of 2017, TeamBank continued to
strengthen the market presence of its product variants,
which have been successfully established as part of its
customer business. In addition to Finanzreserve with
a credit card, customers have also been able to benefit
from easyCredit-Finanzreserve without a card since
October 2016, providing them free of charge with a
cash reserve incorporating a simple drawdown function.
As at June 30, 2017, around 12 percent of customers
had either signed up for the easyCredit-Finanzreserve
or were already using this fair and flexible means of
borrowing.

The innovative advisory concept known as easyCredit-
Liquiditdtsberater has been helping the cooperative
idea to gain more prominence. Approximately 77,000
members benefited from advice in the first half of 2017,
of whom around 14,000 were new to the cooperative
financial network.

Allowances for losses on loans and advances amounted
to €34 million in the reporting period (first half of
2016: €32 million), primarily because of the year-on-
year growth in new business, an age structure of out-
standing receivables that remained favorable, and a still
small volume of terminations.

Administrative expenses rose by €8 million to

€105 million (first half of 2016: €97 million), including
an increase in staff expenses of €1 million to €42 mil-
lion (first half of 2016: €41 million) and an increase in
other administrative expenses of €7 million to €63 mil-
lion (first half of 2016: €56 million). The rise in other
administrative expenses was predominantly due to
higher IT expenses in connection with the leasing and
maintenance of software and to projects.

Profit before taxes decreased by €2 million to €78 mil-
lion (first half of 2016: €80 million) as a consequence of
the factors described above. This decline was consistent

with the budget.

TeamBank’s cost/income ratio in the period under
review came to 48.4 percent (first half of 2016:
46.4 percent).



Regulatory RORAC was 36.8 percent (first half of
2016: 41.1 percent).

Net fee and commission income at UMH rose by
24.6 percent to €750 million (first half of 2016:
€602 million).

The change in net fee and commission income was
predominantly due to the factors described below.
The strong growth in the Union Investment Group’s
average assets under management resulted in a sharp
year-on-year rise in the volume-related contribution to
this net income in the half-year period. This contribu-
tion accounted for 76.2 percent of the net fee and
commission income in the first 6 months of 2017.

The assets under management of the Union Investment
Group comprise the assets and securities portfolios
measured at their current market value, also referred
to as free assets or asset management, for which
Union Investment offers investment recommendations
(advisory) or bears responsibility for portfolio manage-
ment (insourcing). The assets are managed both for
third parties and in the name of the group. Changes
in the managed assets occur as a result of factors
such as net inflows, changes in securities prices, and
exchange-rate effects.

Performance-related management fees were also sig-
nificantly higher than in the corresponding prior-year
period. Income from real estate fund transaction fees
decreased compared with the first half of 2016.

In the first 6 months of 2017, international capital
markets were influenced by the bounce-back of global
growth. The eurozone’s economic recovery also con-
tinued. The considerable injection of liquidity provided
by the ECB’s extensive bond-buying program triggered
marked price rises, particularly in the equity markets,
during the reporting period.

In this economic environment, Union Investment
registered net inflows of €14.0 billion in the period
under review, which was the second-highest figure for
a halfryear period (the highest was achieved in the first

half of 2015) in the company’s 62-year history. This
impressive level of inflows was attributable to its broadly
based cooperative retail business, with more than 4 mil-
lion customers opting for fund-based savings, and strong
institutional business involving over 1,600 German
and international investors.

In its retail business, the Union Investment Group
generated net inflows of €4.1 billion (first half of 2016:
€4.0 billion). The continuation of this exceptionally
high level of inflows shows that Union Investment,
working alongside its partners in the cooperative bank-
ing group, is increasingly succeeding in encouraging
customers to focus on a structured and balanced invest-
ment portfolio.

The multi-asset solutions offered by Union Investment
enjoyed brisk demand in the reporting half-year.
These solutions have proven themselves to be an invest-
ment instrument of choice in the present period of low
interest rates. The 6 variants in the innovative Privat-
Fonds product range, which are focused on customers’
need for security, together attracted net inflows of
€2.2 billion, taking the overall volume to €18.5 billion
as at June 30, 2017. This represented an increase of
14.9 percent on the figure of €16.1 billion as at Decem-
ber 31, 2016.

The Union Investment Group’s open-ended real estate
funds invest in tangible assets and provide a further way
of diversifying investments. Offering an attractive risk/
return profile, they generated net new business of
€1.0 billion in the retail business in the first half of 2017.

In periods of low interest rates, fund-linked savings
plans represent an extremely rewarding type of invest-
ment and enable customers to start accumulating
wealth on the basis of a diversified strategy using
long-term savings processes. The number of tradi-
tional fund-linked savings plans had risen to 1.7 mil-
lion contracts by the end of the period under review,
with an increase in the 12-month savings volume to

€3.3 billion (June 30, 2016: €2.0 billion).

Once again, the fund-based Riester pension products
(UniProfiRente and UniProfiRente Select) — reliable



cornerstones of long-term private wealth accumula-
tion — of the Union Investment Group, which is the
market leader in this area, made a significant contri-
bution to total net inflows in the retail business, gen-
erating net inflows of €0.6 billion in the reporting
period. The total assets in the portfolio of Riester
pension solutions swelled by €0.7 billion in the first
half of 2017 to €15.7 billion (December 31, 2016:
€15.0 billion).

In its institutional business, the Union Investment
Group generated net inflows amounting to €9.9 bil-
lion (first half of 2016: €6.7 billion). A total of 47
new institutional clients were gained in the first half
of 2017.

In an environment of persistently low returns, the invest-
ment objective of many investors during the reporting
period was not only security but also an adequate
return on their investment. Investors therefore focused
on risk-controlled and broadly diversified investment
solutions in the first half of 2017. Demand was mainly
concentrated on money market-linked products, cor-
porate bonds, equity and multi-asset investments, and
investments in emerging markets.

Moreover, the Union Investment Group’s outstanding
reputation as a professional risk and portfolio manager
was particularly reflected in the popularity of capital
preservation strategies, which had attracted a volume
of investment of €25.2 billion by the end of the first
half of 2017.

Strategies for sustainable investment that contribute
to optimized risk management are also becoming
increasingly important. For this reason, Union Invest-
ment systematically incorporates sustainability criteria
into the investment process. This expertise is also inte-
grated into classic portfolio strategies. At the end of the
reporting period, a total of €29.9 billion was invested
with Union Investment, one of Germany’s leading asset
managers, in accordance with sustainability criteria

(December 31, 2016: €25.3 billion).

The improvement in other gains and losses on valua-
tion of financial instruments of €5 million to a net

gain of €2 million (first half of 2016: net loss of
€3 million) was mainly attributable to the reduction
in expenses for the valuation of guarantee commit-
ments compared to the corresponding prior-year
period. However, the positive contribution from the
valuation of own-account investments was lower than

in the first half of 2016.

Administrative expenses rose by €35 million to
€393 million (first half of 2016: €358 million). This
included an increase in staff expenses of €12 million
to €187 million, which mainly resulted from average
salary increases and appointments to new and vacant
posts. The rise in other administrative expenses of
€23 million to €206 million was mostly accounted
for by higher expenses for consulting, IT, and pro-
curement of information.

Other net operating income decreased by €12 million
to €0 million (first half of 2016: €12 million), largely
due to the recognition of expenses in connection
with the Next Generation Sourcing reconciliation
of interests.

Profit before taxes went up by €105 million to
€362 million (first half of 2016: €257 million),
above all due to the changes described above.

The cost/income ratio came to 52.0 percent in the
first half of this year (first half of 2016: 58.2 percent).

Regulatory RORAC was greater than 100.0 percent
(first half of 2016: greater than 100.0 percent).

Net interest income at VR LEASING contracted by
5.4 percent year on year to €70 million (first half of
2016: €74 million).

This reduction in net interest income was entirely
explained by the scaling back of non-core business in
line with the strategy; the affected areas include the
real estate leasing, automotive trade, and vehicle fleet
businesses, plus international business at VR LEASING.
Net interest income in core business was unchanged

on the first half of 2016.



The strategy for VR LEASING’s business activities

is geared to providing decentralized support for the
cooperative banking sector with an innovative range
of products offering simple, rapid, and flexible financ-
ing solutions for Germany’s small and medium-sized
enterprises, which have strong regional ties. The prod-
ucts cater to market requirements in a digital age and
are aimed at both small-scale and large-volume business.
These products include leasing, factoring, rental, hire
purchase, loans, and centralized settlement. The various
digitalized solutions are designed to enable the banks
in the cooperative financial network to make even bet-
ter use of the income potential offered by their small
business and self-employed customers.

VR Leasy-Online, an online, automated system, can
be used by the cooperative banks to make decisions
on financing up to an amount of €200,000 within
minutes, particularly for small business customers and
the self-employed. Through VR Leasy-Online, cus-
tomers can also access the VR Leasing express’ hire
purchase solution and the VR Leasing flexibel’ busi-
ness lending product, providing particularly flexible
and rapid instant financing up to a sum of €60,000.

If an individual transaction involves more than
€200,000, a simplified financing check and semi-
automated processing of the customer inquiry ensures
a lending decision can be made within 2 to 3 days.

The growing importance of internet financing solutions
was underlined by the year-on-year rise of around
43.2 percent (first half of 2016: 10.7 percent) in the
volume of online business (leasing and lending) trans-
acted with the cooperative banks in the first half of
2017. The proportion of total new business (leasing and
lending) accounted for by contracts concluded online
increased from 75.5 percent in the first half of 2016 to
83.4 percent in the reporting period. Digitalization does
not prevent a personal customer relationship, however.
Rather, the new digital channels strengthen the regional
primary banks’ customer focus in line with the coopera-
tive principle.

Nevertheless, rapid market changes in the era of digi-
talization require solutions and processes to be refined
on an ongoing basis. For this reason, VR LEASING
will soon be launching a new application on the mar-
ket: SmartBuchhalter (smart bookkeeper), which
underwent an extensive pilot phase in the first half of

2017, is designed to give self-employed people and
small businesses a simple overview of their financial
situation. This target group will therefore be able to
maintain their accounts easily in the future, even
when not in the office.

Allowances for losses on loans and advances rose
by €3 million to a total of €6 million (first half of
2016: €3 million). In Germany, allowances for losses
on loans and advances decreased by €2 million to
€6 million (first half of 2016: €8 million). Outside
Germany, there was neither a net reversal nor a net
addition in the first half of 2017 (first half of 2016:
net reversal of €5 million).

Net fee and commission income declined by €5 mil-

lion to a net gain of €8 million (first half of 2016: net

gain of €13 million). The main reason for this change

was the level of trailer fees to be paid to the local coop-

erative banks, which climbed by €3 million to €6 mil-
lion in line with the volume of business.

Gains and losses on investments amounted to a
net gain of €6 million (first half of 2016: net loss
of €2 million). In the reporting period, this figure
included the reversal in an amount of €6 million of
an impairment loss on VR-LEASING AG’s 50 percent
long-term equity investment in VB-Leasing Inter-
national Holding GmbH, Vienna, (VBLI), which
is accounted for using the equity method.

Administrative expenses fell by €11 million to €69 mil-
lion (first half of 2016: €80 million), which included a
decline in staff expenses of €6 million to €44 million
(first half of 2016: €50 million) caused by the disposal
of Lombard Lizing at the end of April 2016 and by a
reduction in headcount in Germany. Other adminis-
trative expenses went down by €5 million to €25 mil-
lion (first half of 2016: €30 million), predominantly
because of efficiency measures.

The €10 million decrease in other net operating
income to €4 million (first half of 2016: €14 million)
was mainly attributable to inclusion in the prior-year
period of effects totaling €8.6 million arising from the
disposal of Lombard Lizing at the end of April 2016.
The latter amount for the first half of 2016 had com-
prised other operating income of €4.5 million and
income of €4.1 million arising from the deconsolida-
tion of the Hungarian company Lombard Lizing.



VR LEASING's profit before taxes amounted to
€13 million (first half of 2016: €16 million), largely
as a consequence of the factors described above.

The cost/income ratio in the period under review came

to 78.4 percent (first half of 2016: 80.8 percent).

Regulatory RORAC was 8.1 percent (first half of
2016: 10.1 percent).

WL BANK was included as a separate operating seg-
ment entity with its pro-rata earnings for the second
half of 2016 for the first time in the consolidated
financial statements of DZ BANK for the period
ended December 31, 2016. In accordance with IFRS 3,
the consolidation was applied on the basis of a remeas-
urement of all of WL BANK’s assets and liabilities as
part of the purchase price allocation (PPA) as at June
30, 2016. WL BANK has been reported in the income
statement of the DZ BANK Group for the first half
of 2017 as a separate operating segment entity with its
earnings for the period January 1 to June 30, 2017, but
without any comparative figures for the first half of last
year (see figure 2 of this interim group management
report).

Against a backdrop of favorable market conditions for
real estate finance, WL BANK’s real estate lending
business again performed well in the first half of 2017
despite intensive competition and a risk policy that
remained conservative. The volume of new business
generated in real estate finance amounted to €1.9 bil-
lion in the first 6 months of 2017 (first half of 2016:
€1.8 billion).

Within the DZ BANK Group, WL BANK operates as
the center of excellence for business involving public-
sector customers. This area of business primarily con-
sists of customer relationships with federal, regional,
and local authorities in Germany, and with their legally
dependent municipal enterprises. These relationships
are managed nationwide with the close involvement
of the local cooperative banks.

The volume of public-sector customer finance
business in the first half of 2017 stood at €0.4 billion
(first half of 2016: €0.4 billion) and was therefore
on a par with the corresponding period of the pre-
vious year.

Net interest income in the first half of 2017
amounted to €106 million. This figure reflected
the positive performance of real estate lending and
the local authority loans business. Effects from sub-
sequent measurement in connection with the PPA
also had a positive overall impact on net interest
income in the reporting period.

At €7 million, allowances for losses on loans and
advances were again at a low level in the reporting
period.

Other gains and losses on valuation of financial
instruments came to a net gain of €49 million in the
first half of 2017. This figure largely comprised gains
or losses arising from the fair value measurement of
securities, local authority loans, and own issues.

Administrative expenses for the reporting period
amounted to €54 million. The main cost components
of other administrative expenses were consulting and
project expenses resulting from growing regulatory
requirements plus expenses caused by the integration
of WL BANK into the DZ BANK Group and the
planned merger of DG HYP and WL BANK. This
line item also included expenses for the further devel-
opment of the bank21 and agreeBAP IT platforms,
which are jointly used with partner banks, and
expenses of €12.7 million for the European bank
levy for 2017.

Profit before taxes at WL BANK amounted to
€90 million for the first half of 2017, largely as a
result of the factors described above.

The cost/income ratio for the first half of 2017 stood
at 35.8 percent.

Regulatory RORAC for the reporting period was
45.5 percent.

Other/Consolidation comprises the other group com-
panies plus adjustments to reconcile operating segment
profit/loss before taxes to consolidated profit/loss before
taxes. These adjustments are attributable to the elimi-
nation of intragroup and merger-related transactions
and to the fact that investments in joint ventures and
investments in associates were accounted for using the
equity method.



The adjustments to net interest income were primar-
ily the result of the elimination of intragroup dividend
payments and profit distributions in connection
with intragroup liabilities to dormant partners and
were also attributable to the early redemption of
issued bonds and commercial paper that had been
acquired by entities in the DZ BANK Group other
than the issuer.

The figure under Other/Consolidation for net fee
and commission income largely relates to the fee
and commission business of TeamBank and BSH
with R+V.

The remaining adjustments are mostly also attributable
to the consolidation of income and expenses.

The following information on net assets as at the report-
ing date relates to DZ BANK including WGZ BANK
(‘DZ BANK’) and the DZ BANK Group including the
WGZ BANK Group (‘DZ BANK Group)).

As at June 30, 2017, the DZ BANK Group’s total
assets had increased by €4.0 billion, or 0.8 percent,
to €513.4 billion (December 31, 2016: €509.4 billion).
The total assets of R+V and of BSH grew by €3.2 bil-
lion and €1.5 billion respectively. DVB’s total assets
contracted by €2.7 billion.

The volume of business amounted to €864,690 mil-
lion (December 31, 2016: €843,130 million). This fig-
ure comprised the total assets, the assets under man-
agement at UMH as at June 30, 2016 amounting to
€309,592 million (December 31, 2016: €292,272 mil-
lion), the financial guarantee contracts and loan com-
mitments amounting to €40,626 million (December
31, 2016: €40,287 million), and the volume of trust
activities amounting to €1,114 million (December 31,
2016: €1,124 million).

The DZ BANK Group’s loans and advances to banks
rose to €117.6 billion, an increase of €10.3 billion, or
9.7 percent. Loans and advances to banks in Germany
went up by €6.2 billion to €104.7 billion, and loans and

advances to foreign banks increased by €4.1 billion to
€129 billion.

The DZ BANK Group’s loans and advances to cus-
tomers decreased by €0.5 billion, or 0.3 percent, to
€176.0 billion. Loans and advances to customers
increased by €1.8 billion at BSH, by €0.5 billion at
TeamBank, by €0.5 billion at DZ BANK, and by
€0.5 billion at WL BANK. By contrast, loans and
advances to customers declined by €2.7 billion at
DVB and by €1.1 billion at DG HYP.

As at June 30, 2017, financial assets held for trading
amounted to €43.9 billion, a decline of €5.4 billion,
or 11.0 percent, on the figure as at December 31, 2016.
In particular, derivatives (positive fair values) fell
by €4.6 billion and money market placements by
€0.9 billion.

Investments were down by €6.9 billion, or 9.8 percent,
to €63.3 billion. The main reason for this change was
the €6.8 billion contraction in bond holdings.

Investments held by insurance companies rose by
€3.0 billion, or 3.4 percent, to €93.4 billion (December
31, 2016: €90.4 billion), above all due to a €2.1 billion
increase in fixed-income securities to €43.0 billion and
a €0.5 billion increase in variable-yield securities to
€9.0 billion.

The DZ BANK Group’s deposits from banks as at
June 30, 2017 amounted to €131.6 billion, which was
€2.3 billion, or 1.8 percent, higher than the figure
reported as at December 31, 2016. Deposits from
domestic banks dropped by €1.1 billion to €116.9 bil-
lion, while deposits from foreign banks increased by
€3.4 billion to €14.7 billion.

Deposits from customers grew by €4.7 billion, or
3.7 percent, to €129.1 billion. Such deposits increased
by €3.4 billion at DZ BANK, by €1.5 billion at
BSH, and by €1.4 billion at DZ PRIVATBANK,
but decreased by €0.7 billion at both DG HYP and
WL BANK.

At the end of the reporting period, the carrying
amount of debt certificates issued including bonds



in the DZ BANK Group had reached €71.3 billion
(December 31, 2016: €78.2 billion). The contraction
of €6.9 billion was largely due to the decline of
€6.9 billion in DZ BANK’s debt certificates issued
including bonds.

Financial liabilities held for trading increased by
€2.2 billion, or 4.4 percent, to €52.4 billion. The
growth in money market deposits by €4.2 billion
and bonds issued by €1.3 billion was partly offset
by a reduction of €4.6 billion in derivatives (negative
fair values).

Insurance liabilities increased by €3.3 billion, or
3.9 percent, to €87.4 billion (December 31, 2016:
€84.1 billion). This was largely attributable to rises
of €1.8 billion in the benefit reserve and €0.8 billion

in the provision for unearned premiums.

As at June 30, 2017, the equity reported by the
DZ BANK Group was €22.8 billion (December 31,
2016: €22.9 billion). The €0.2 billion increase in sub-
scribed capital, the €0.7 billion rise in the capital
reserve, and the €0.9 billion reduction in retained
earnings reflect the capital increase from company
funds that DZ BANK implemented in the first half
of 2017. On May 24, 2017, the DZ BANK Annual
General Meeting decided to retire the 93,247,143
treasury shares held by DZ BANK — which were
not dividend-bearing — without reducing the share
capital.

The DZ BANK Group’s capital and solvency situation
is described in this interim group management report

in chapter V. (Opportunity and risk report), section 5.

(Capital adequacy).

The following details on liquidity management
during the reporting period relate to DZ BANK and
the DZ BANK Group. Liquidity management for the
entities in the DZ BANK Group is carried out by
the Group Treasury division at DZ BANK and by the
individual subsidiaries. The individual entities are pro-
vided with funding by DZ BANK (group funding)
or the entities exchange cash among themselves via
DZ BANK (group clearing). Liquidity is managed
within DZ BANK by head office treasury in Frankfurt
and by treasuries in its international branches, although
Frankfurt has primary responsibility.

In the context of liquidity management, the DZ BANK
Group distinguishes between operational liquidity
(liquidity in the maturity band of up to one year) and
structural liquidity (liquidity in the maturity band of
more than one year). Dedicated steering committees
have been established for both types of liquidity.

The DZ BANK Group has a highly diversified funding
base for operational liquidity. A considerable portion
is accounted for by money market activities resulting
from the cash-pooling function with the local cooper-
ative banks. This enables local cooperative banks with
available liquidity to invest it with DZ BANK, while
local cooperative banks requiring liquidity can obtain
it from DZ BANK. Traditionally, this results in a
liquidity surplus, which provides the main basis for
short-term funding in the unsecured money markets.
Corporate customers and institutional clients are
another important source of funding for operational
liquidity requirements. The DZ BANK Group there-
fore has a comfortable level of liquidity at its disposal.

Funding on the interbank market is not strategically
important to the DZ BANK Group.

The DZ BANK Group issues money market products
based on debt certificates through its main branches
in Frankfurt, New York, Hong Kong, London, and

Luxembourg. DZ BANK has initiated a standardized

groupwide multi-issuer euro commercial paper program,



which DZ BANK and DZ PRIVATBANK S.A. can

draw on.

Money market funding also includes collateralized
money market activities, which form the basis for
broadly diversified funding on money markets. To this
end, key repo and securities lending activities, together
with the collateral management process, are managed
centrally in DZ BANK’s Group Treasury division.
Group Treasury also has at its disposal a portfolio of
investment-grade liquid securities. These securities
can be used as collateral in monetary policy funding
transactions with central banks, in bilateral repos,

or in the tri-party repo market.

Structural liquidity activities are used to manage and
satisfy the long-term funding requirements (more than
1 year) of DZ BANK and, in coordination with the
group entities, those of the DZ BANK Group.

Both for the DZ BANK Group and each individual
group entity, structural liquidity is measured daily on
the basis of total cash flows.

DZ BANK secures its long-term funding for structural
liquidity by using structured and non-structured capital
market products that are mainly marketed through the
local cooperative banks’ own-account and customer-
account securities business and to institutional clients.
Long-term funding that is not covered is secured
through systematic integration between the entities in
the DZ BANK Group. Options for obtaining covered

liquidity through Pfandbriefe or DZ BANK BRIEFE

are used on a decentralized basis, in other words based
on the different cover assets at DZ BANK, DG HYP,

WL BANK, and DVB.

Long-term funding requirements in foreign currencies
are covered through the basis swap market, ensuring
matching maturities.

The Group Treasury division at DZ BANK carries
out groupwide liquidity planning annually. This
involves determining the funding requirements of
the DZ BANK Group for the next financial year
on the basis of the coordinated business plans of the
individual companies. Liquidity planning is updated
throughout the year.

Monthly structural analyses of the various resources
available on the liabilities side of DZ BANK’s balance
sheet are also conducted. The purpose of these analyses
is to provide senior management with information
that can then be used as the basis for actively managing
the liability profile.

To complement the description of the funding struc-
ture, further information on liquidity risk can be found
in this interim group management report in chapter V.
(Opportunity and risk report), section 4. (Liquidity
adequacy). The year-on-year changes in cash flows from
operating activities, investing activities, and financing
activities are shown in the statement of cash flows in
these interim consolidated financial statements.
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lll. Events after the
balance sheet date

There were no events of particular importance after
the end of the reporting period.

35



The global economy was in robust health in the middle
of 2017. Uncertainties surrounding the exit negotiations
between the EU and United Kingdom, the outcome of
the US presidential election, and the numerous elec-
tions held in Europe had no significant negative impact
on financial markets or the global economic climate in
the first half of this year. However, political impon-
derables, such as the conflicts in the Middle East and
the situation in North Korea, will remain on the
agenda in the second half of 2017.

Following expansion of 3.1 percent in 2016, global
economic growth is likely to accelerate to roughly
3.4 percent this year.

The modest performance of the price of crude oil dur-
ing the first 6 months of the year is subduing economic
sentiment in some oil-producing countries but, at
global level, is keeping prices down — both for pro-
ducers and for consumers. The oil price is predicted to
remain within a narrow range for the rest of the year.

Inflation is expected to be around 1.7 percent in indus-
trialized countries and approximately 3.4 percent
worldwide in 2017.

As anticipated by the markets, the Fed decided in June
2017 to increase the key interest rate by 0.25 percent
to a range of 1.00 to 1.25 percent. It also raised the
prospect of further rate hikes. By providing a high
level of transparency, the central bank seems to be
successfully returning from its expansionary course
to a more normal monetary policy, i.e. market interest
rates have not risen sharply so far and nor have there
been any negative effects on US growth.

With consumer sentiment remaining very high, per-
sonal spending continues to be the driver of growth in
the US economy. The services sector is also providing
particular growth stimulus. Following a fairly quiet
start to 2017, industrial output is now showing signs
of recovery too.

As employment remains at a high level, the average
rate of unemployment for 2017 will probably be only
roughly 4.4 percent and thus back at its pre-crisis
2007 level. The diverse services sector continues to
be the main source of jobs. From the current perspec-
tive, the rise in employment is likely to be sustained in
2018, with the rate of unemployment possibly falling
to around 4.3 percent.

Against this backdrop, the US economy is forecast
to grow by approximately 2.2 percent in 2017 and by
around 2.5 percent in 2018.

The robust state of the economy is accompanied by
a relatively moderate rise in consumer prices. The
muted growth in the price of oil is keeping pressure
on prices down. Housing costs are the main factors
driving up prices. An average inflation rate in the
region of 2.2 percent is projected for 2017. It is cur-
rently expected to be around 2.4 percent next year.

So far, the ECB has maintained its expansionary mon-
etary policy, keeping the key interest rate unchanged
at 0.0 percent since March 2016 and intending to con-
tinue the bond buying program until the end of 2017.
Thanks to the improved outlook for the economy of
the eurozone and rising prices, there are increasing
cautious signals from the ECB that it will start moving
away from its expansionary monetary policy.

Economic conditions in the eurozone were robust in
mid-2017. Uncertainties surrounding the exit negotia-
tions between the EU and United Kingdom and
the numerous elections held in Europe, including



in the Netherlands and France, left no visible mark on
the economic climate in the first half of this year.

Overall, the upturn in the eurozone is strengthening
and broadening, with further growth in the second
quarter. The rate of expansion of 0.6 percent compared
with the previous quarter was up slightly on the rate

at the start of the year.

Across the eurozone, however, the recovery is very
uneven. Spain’s economic growth is characterized by
significant momentum. Along with Greece, Italy is
likely to again be at the bottom of the list of eurozone
economies this year, despite some positive develop-
ments. The French economy also continues to grow
at a below-par rate. It will become clear in the months
ahead whether the newly elected French President will
be capable of pushing through the urgently required

reforms.

The labor market in the eurozone is still on an upward
trajectory. In the first quarter of 2017, the number of
people in employment rose by 0.4 percent compared
with the previous quarter. This growth trend, which
began back in the fourth quarter of 2013, not only
continued but also gathered pace. Unemployment is
predicted to fall to around 9.3 percent in 2017. In 2018,
unemployment is currently expected to drop even
further to roughly 9.0 percent.

The eurozone is likely to again generate solid growth
overall, with a forecast for 2017 of approximately
2.0 percent. Next year, growth is predicted to be
slightly slower at around 1.7 percent. The euro has
recently surged against the US dollar and this could
be detrimental to exports.

As anticipated, inflation rose sharply in the eurozone
at the start of 2017. However, pressure on prices then
diminished again on the back of the muted growth of
the price of crude oil. There are currently no indica-
tions that the rate of inflation will rise again over the

remainder of the year. Consequently, the average infla-
tion rate for 2017 is expected to be in the region of
1.6 percent. An inflation rate of roughly 1.6 percent is
also currently projected for 2018.

The German economy remains on a path of growth
this year. In the first quarter of 2017, GDP increased
by 0.6 percent compared with the previous quarter.
The strength of the domestic economy is particularly
bolstering the performance of the economy as a whole.
During the first quarter, economic output was boosted
by very buoyant capital spending and an increase in
exports.

In mid-2017, the sentiment indicators in Germany
continued on the whole to paint a very positive picture
of the country’s economy. The ifo Business Climate
Index rose from 115.2 to 116.0 points in July, the third
record high in succession. Sentiment among German
consumers also remained upbeat in July. Both eco-
nomic expectations and income expectations climbed
once again, although inclination to spend fell slightly
from its very high level. From the current perspective,
the exceptionally positive sentiment overall bodes
well for a continuation of the growth of the German
economy.

Against this backdrop, Germany’s unemployment rate
for 2017 is predicted to fall to around 5.8 percent.
A rate of approximately 5.9 percent is forecast for 2018.

The economy is likely to expand by around 1.7 percent
in 2017. In 2018, economic conditions are expected to
remain positive, with economic output probably rising
by roughly 1.8 percent.

Despite the latest fall in the oil price, the inflation
rate in July 2017 was slightly higher than in the previ-
ous two months. In particular, prices for food and rent
went up significantly in the first half of 2017. The pro-
jected rate of inflation for 2017 as a whole is around



1.7 percent. Inflation of roughly 1.6 percent is antici-
pated for 2018.

Since the financial crisis, the financial sector has faced
considerable pressure in terms of both adjustment and
costs caused by the need to comply with regulatory
reforms, involving greater capital requirements and
changes to regulatory systems.

Another milestone, the issue of Capital Requirements
Directive (CRD) V and Capital Requirements Regu-
lation (CRR) II, is on the agenda for this year. This
legislation includes the final implementation of the
requirements decided by the Basel Committee on
Banking Supervision (BCBS) relating to the leverage
ratio, net stable funding ratio, and total loss absorbing
capacity.

An ongoing challenge faced by the financial sector is
the persistently low level of interest rates accompanied
by a relatively flat yield curve. Probably in response
to the ECB’s expected gradual move away from its
expansionary monetary policy, the yield curve in the
market for German government securities was slightly
steeper in June 2017 than it had been in December
2016. If this trend is sustained, as is anticipated, banks
and insurance companies’ difficult financial perfor-
mance may ease, although the exit from expansionary
monetary policy may lead to volaility in financial
markets.

In the first half of 2017, the volume of lending in
Germany increased overall thanks to the good eco-
nomic environment and the rise in investing activities.
This positive trend is expected to continue during the
remainder of 2017. The brightening economic picture
in the eurozone raises expectations of a further increase
in capital investment and gradual growth of banks’
lending business.

From today’s perspective, it is not yet possible to make
a final assessment of the implications of uncertain
political developments for capital markets and ulti-
mately for the financial performance and financial
position of entities in the financial sector. Another risk

factor in this context, besides the aforementioned exit
negotiations between the EU and United Kingdom, is
the persistently high level of national debt in various
southern European countries, which may rise even
more if the banking industry were to receive govern-
ment assistance.

An indicator of the difficult situation is provided
by Deutsche Bundesbank’s current receivables within
the euro system. These are aggregated to form the
TARGET?2 balance and stood at a record high of
€861 billion as at June 30, 2017.

The outlook for the business performance of the
DZ BANK Group for the financial year must be
viewed against the background of the good earnings
performance in previous years, which in some cases
was boosted by positive non-recurring items.

Based on a current assessment, the target of achieving
a profit before taxes within the long-term range of
between €1.5 billion and €2.0 billion in the current
financial year has become more ambitious. While profit
before taxes in the BSH, R+V, and UMH operating
segments is expected to be significantly above the
budgeted figures, the DVB operating segment will
report a loss significantly higher than that of the
previous year.

Profit before taxes is predicted to recover to a level
within the aforementioned long-term earnings range
in 2018.

As a result of the merger of DZ BANK and the former
WGZ BANK, cost synergies are expected to be achieved
and growth and earnings potential to be unlocked.

The DZ BANK Group’s earnings will also be influ-
enced by the bundling of real estate activities in
DZ HYP, which is planned for 2018. Alongside the
resulting potential opportunities, there will also

be initial expenses in connection with implementing
the merger.



The future financial performance of the DZ BANK
Group could be subject to risks arising from the gen-
eral economic environment described above and, in
particular, from monetary policy, above all in the US,
the eurozone, and Germany. The management of the
associated implications for financial position and
financial performance arising from these risks forms
part of the DZ BANK Group’s strategic and opera-

tional management of its business and resources.

In 2017, net interest income including income from
long-term equity investments is likely to be higher
than in 2016, partly because of the first-time full con-
solidation of WL BANK and also due to DG HYP.

Net interest income is also expected to go up in all
management units in 2018, assuming that the euro-
zone economy continues to recover and interest rates
rise moderately.

The possible slowdown of economic growth in the
eurozone, coupled with a yield curve that continues
to hold steady at a low level, may lead to income vola-
tility, especially given the interest-rate-sensitive business

models within the DZ BANK Group.

Expenses for allowances for losses on loans and
advances in 2017 are currently anticipated to rise
substantially compared with 2016. While the level
of allowances for losses on loans and advances in the
DZ BANK operating segment will probably be favor-
able due to the good economic situation, the allow-
ances required in the DVB operating segment as

a result of conditions remaining challenging in the
shipping finance and offshore finance businesses
could continue to have an adverse impact.

Following the charges in 2017, expenses for allowances
for losses on loans and advances are likely to return to

normal levels in 2018 and change in line with the lend-

ing portfolio, the targeted volume of new business, and

the long-term costs for covering expected losses arising

from the lending business.

Allowances for losses on loans and advances could
increase if the markets relevant to DZ BANK’s

earnings (e.g. the international transport sector) dete-
riorated significantly or if there was an adverse impact
from political risk combined with rising government
debt in Europe.

Net fee and commission income is predicted to rise in
2017 to above its prior-year level. This assessment is
based mainly on the anticipated rise in income from
management fees in the UMH operating segment.

Net fee and commission income is expected to see a
further increase in 2018. From the current perspective,
the main influences are likely to be the projected
growth in assets under management' in the UMH
operating segment and in funds under management?

in the DZ PRIVATBANK operating segment.

Any lasting uncertainty in capital and financial
markets could have a negative impact on confidence
and sentiment among retail and institutional in-
vestors, thereby depressing net fee and commission
income.

In all probability, net gains under gains and losses on
trading activities will decline year on year because the
net gains in 2016, particularly in the DZ BANK oper-
ating segment, benefited from positive non-recurring
items, for example, arising from the remeasurement of
own issues.

According to the planning for 2018, gains and losses
on trading activities will be on a par with 2017. Impetus
is particularly likely to come from customer-driven
capital markets business.

The factors enabling a steady level of net gains under
gains and losses on trading activities will be the con-
tinuation of the stable capital markets environment
and the successful positioning of DZ BANK so that
it can unlock market potential.

Gains and losses on investments will benefit from

sales of securities in 2017. However, the net gain is

likely to be lower than the figure reported for 2016,
because the disposal of shares in VISA Europe was

recognized as a one-off item in this period.



From the current perspective, gains and losses on
investments will deteriorate significantly in 2018
because no substantial non-recurring items are
expected.

Other gains and losses on valuation of financial
instruments are likely to be better in 2017 than they
were in 2016. However, the expected significant posi-
tive effects from the measurement of the portfolio of
instruments from government issuers in the DG HYP
and WL BANK operating segments will be dimin-
ished by negative interest-rate-related measurement
effects in the DVB operating segment.

The expected net gain may be adversely affected by
volatility in capital markets and especially by the wid-
ening of credit spreads on securities from government
issuers.

Net income from insurance business is currently
expected to be at a high level in 2017, albeit lower
than in 2016. The growth-related increases in pre-
miums earned will be accompanied by a sharp year-
on-year decline in gains and losses on investments
held by insurance companies.

In 2018, net income from insurance business is
expected to be at roughly the same level as 2017.

Exceptional events in financial and capital markets,
changes in underwriting practices, or potential changes
in the regulatory requirements faced by insurers may
adversely affect the level of net income expected to be
earned from insurance business.

Administrative expenses are set to rise as budgeted this
year. The main expense factors will be not only the first-
time full consolidation of the former WGZ BANK
and of WL BANK but also the sustained high level of
expenses for strategic and regulatory projects.

By the end of the current financial year, significantly
more than 50 percent of the targeted job cuts resulting
from the merger will already have been implemented
or contractually agreed.

As projected, net income from the business combina-
tion with WGZ BANK will amount to a net expense
in 2017 because of migration projects.

The other net operating income for 2017 as a whole
will provide a substantial one-off boost to the
DZ BANK Group’s earnings owing to the sale of
shares in Concardis GmbH.

Given the higher expenses coupled with lower income
forecasts, the cost/income ratio for the DZ BANK
Group is likely to rise in 2017. In view of rising
administrative expenses, one of the main strategic
aims is to bring the cost/income ratio back down by
rigorously managing costs and ensuring long-term
synergy management in the DZ BANK operating
segment on the one hand and by accelerating growth
in the operating business on the other. The DZ BANK
group has initiated strategic measures to this end.

As expected, regulatory RORAC, the risk-adjusted

performance measure based on regulatory risk capital,
will decrease in 2017 because of the forecast of lower
earnings.

The DZ BANK Group is assuming that it can continue
to maintain a sufficient level of liquidity in 2017 and
2018 in terms of both economic and regulatory liquid-
ity adequacy requirements.

The operational management of liquidity is based on
ensuring the availability of both a sufficient level of



liquid securities and stable local cooperative bank
deposits. In addition, money market business with
institutional investors, central banks, other banks,
and corporate customers will continue to make a
long-term contribution to the broadly diversified
funding of the DZ BANK Group.

As regards management of the DZ BANK Group’s
structural liquidity, it is assumed the group will con-
tinue to enjoy steady sales of its various capital market
products to its broad, well-established customer base,

consisting in particular of local cooperative banks and
institutional customers.

As matters currently stand, the DZ BANK Group’s
capital adequacy is assured for 2017 and 2018 from
both economic and regulatory perspectives; that is to
say, it will continue to have at its disposal the available
internal capital necessary to cover the risks associated
with the finance business and other risks arising from
the group’s business operations.



The features of the DZ BANK Group’s opportunity
and risk management system are described in detail in
the opportunity and risk report (2016 opportunity
and risk report’) in the 2016 group management report.
Those disclosures are also applicable to the first half
of this year, unless otherwise indicated in this report.
The main features of the opportunity and risk manage-
ment system and the material changes that occurred
in the first half of 2017 are summarized below.

The DZ BANK Group defines opportunities as un-
expected positive variances from the forecast financial
performance.

Risks result from adverse developments affecting finan-
cial position or financial performance, and essentially
comprise the risk of an unexpected future liquidity
shortfall or unexpected future losses. A distinction is
made between liquidity and capital. Risks that mate-
rialize can affect both of these resources.

The management of opportunities in the DZ BANK
Group is integrated into the annual strategic planning
process. Strategic planning enables the group to iden-
tify and analyze market discontinuities based on dif-
ferent macroeconomic scenarios, trends, and changes
in the markets, and forms the basis for evaluating
opportunities. Attractive opportunities are taken into
account in the business strategies.

Reports on future business development opportunities
are based on the business strategies. As part of the
general communication of the business strategies,
employees are kept up to date about potential oppor-
tunities that have been identified.

The DZ BANK Group has a comprehensive risk
management system that generally meets its own
business management needs and the statutory
requirements. Furthermore, the management of
opportunities and risks forms an integral part of the
groupwide strategic planning process. The risk man-
agement system is based on risk strategies that are
derived from the business strategies and approved by
the Board of Managing Directors.

The risk management system is more detailed than the
system for the management of opportunities because
risk management is subject to comprehensive statutory
requirements and is also of critical importance to the
continued existence of the DZ BANK Group as a going
concern. The management of opportunities is based
on a qualitative approach and is tightly integrated into
the strategic planning process.

Liquidity and capital resources are managed on the
basis of groupwide liquidity risk management and
groupwide risk capital management. The purpose of
liquidity risk management is to ensure adequate levels
of liquidity reserves are in place in respect of risks
arising from future payment obligations (liquidity
adequacy). The aim of risk capital management is to
ensure the availability of capital resources that are com-
mensurate with the risks assumed (capital adequacy).

Economic liquidity adequacy and economic capital
adequacy are the key figures used to manage risk in
the DZ BANK Group. Disclosures relating to how
these key figures are calculated and how they link to
the balance sheet are included in the 2016 opportunity
and risk report. The calculation method is explained
in sections 6.2.4. and 7.2.2. and the link to the bal-
ance sheet is explained in sections 6.2.6. and 7.2.2.
of the 2016 opportunity and risk report. The changes
made on January 1, 2017 to how economic capital
adequacy is determined are presented in section 1.1.3.
of this opportunity and risk report.

Economic liquidity adequacy and economic capital
adequacy cannot be reconciled directly to individual
line items in the interim consolidated financial state-
ments because they are forward looking considerations.
Although these key figures are based on the interim
consolidated financial statements, a number of other
factors are used in their calculation. The use of these



figures in the opportunity and risk report complies
with the financial reporting standards to be applied
in external risk reporting.

Efficient management and control tools are used in
all areas of risk. These tools are subject to continual
further development and refinement. The development
of these tools is derived from business management
requirements and is based on regulatory requirements.
The methods used for the measurement of risk are
integrated into the risk management system. Risk
model calculations are used for the management of
the DZ BANK Group and the entities included within
the group.

DZ BANK and its subsidiaries have organizational
arrangements, methods, and IT systems in place that
enable them to identify material opportunities and
risks at an early stage and initiate appropriate control
measures, both at group level and at the level of the
individual management units. This applies in partic-
ular to the early detection of risks that could affect
the group’s continuation as a going concern.

The tools used for the purposes of risk measurement
provide the necessary transparency for the DZ BANK
Group to respond appropriately to significant market
movements. Possible changes in risk factors, such as
a deterioration in credit ratings or the widening of
credit spreads on securities, are reflected in adjusted
risk parameters in the mark-to-model measurement
of credit risk and market risk. Conservative crisis
scenarios for short-term and medium-term liquidity
are intended to ensure that liquidity risk management
also takes adequate account of market crises. A risk
limit system based on risk-bearing capacity, stress
testing encompassing all material risk types, and a
flexible internal reporting system ensure that manage-
ment is in a position to initiate targeted corrective
action if required.

All DZ BANK Group entities are integrated into the
groupwide opportunity and risk management system.
DZ BANK and its main subsidiaries — also referred
to as management units — form the core of the finan-
cial services group. Each entity forms a separate oper-
ating segment, and they are assigned to the sectors as
follows:

Bank sector:

— DZ BANK

— BSH

— DG HYP

- DVB

DZ PRIVATBANK
TeamBank

- UMH

— VR LEASING

— WL BANK

Insurance sector:

- R+V

DG HYP and WL BANK apply the waiver pursuant
to section 2a (1), (2), and (5) of the German Banking
Act (KWG) in conjunction with article 6 (1) and (5)
and article 7 of the Capital Requirements Regulation
(CRR). This means that DG HYP and WL BANK
as individual institutions are not required to apply
the provisions of Parts 2 to 5 or Parts 7 and 8 CRR,
which are instead covered at DZ BANK Group level.

The management units represent the operating seg-
ments of the DZ BANK Group. They are deemed

to be material in terms of their contribution to the

DZ BANK Group’s aggregate risk and are therefore
directly incorporated into the group’s risk manage-

ment system.

The other subsidiaries and investee entities are
included in the system indirectly as part of equity
investment risk.

The management units ensure that their respective
subsidiaries and investees are also included in the
DZ BANK Group’s risk management system — indi-
rectly via the majority-owned entities — and meet the
minimum standards applicable throughout the group.

The DZ BANK Group holds a capital buffer (‘capital
buffer requirement’) to allow for a possible lack of
precision in the measurement of the risks backed by
capital. Up to 2016, the capital buffer was deducted
from the available internal capital without further
differentiation. Since January 1, 2017, a distinction
has been made between decentralized and centralized
capital buffer requirements in the management of



economic capital adequacy. Decentralized capital
buffer requirements are managed within the upper
loss limits for the individual risk types, whereas
the centralized capital buffer is managed on the
basis of an upper loss limit covering all sectors

and risk types.

Freely available internal capital remains unchanged
by this adjustment. As of this financial year, this fig-
ure has been calculated as the difference between avail-
able internal capital and the risk capital requirement
including the capital buffer requirement (aggregate
risk). Up to the end of the prior year, freely available
internal capital was calculated as the difference
between available internal capital (after deduction
of the capital buffer requirement) and the risk capital
requirement. Consequently, economic capital ade-
quacy, which was previously calculated as the ratio
of available internal capital after deduction of the
capital buffer to the risk capital requirement, is now
calculated as the ratio of available internal capital to
aggregate risk. Economic capital adequacy had fallen
slightly as at June 30, 2017 because of this change to
the calculation method.

Owing to the changed definition of the capital buffer,

the disclosures on the risk capital requirement and the
upper loss limits as at March 31, 2017 and June 30,

2017 are not directly comparable with the correspond-
ing disclosures as at December 31, 2016.

At present, the merger of DG HYP and WL BANK
planned for 2018 is not expected to result in material
changes to the opportunity and risk management
system ot to the DZ BANK Group’s key risk

indicators.

Apart from those listed below, the risk factors described
in the 2016 opportunity and risk report continued to be
relevant to the DZ BANK Group in the first 6 months
of this year. They apply equally for the remainder of the
year.

The crisis that has emerged in shipping markets contin-
ued in the first half of 2017. The current overcapacity
in some shipping sectors, particularly in the container
ship and bulk freighter sectors, exerted further

downward pressure on ship asset values and charter
rates. Exhausted liquidity reserves have led to a rise
in defaults. Increased default rates are now also being
observed in the offshore finance business. There is
currently no end in sight to the crisis in the shipping
and offshore markets.

The risk factors below failed to materialize in the
reporting period and are also not expected to have any
negative impact on the financial position and financial
petformance of the DZ BANK Group in the remaining
months of the year.

— Conditions in the German economy are currently
stable. A strong rise in employment and a low
rate of unemployment are fueling robust domestic
demand. There are currently no signs of increased
risk of a recession.

— As a result of the victory of Prime Minister Rutte’s
conservative-liberal people’s party in the Dutch
parliamentary election on March 15, 2017, there
is less of a risk that an anti-EU faction could exert
influence on government affairs in the Netherlands.

— Since the French parliamentary election on June
18, 2017, France’s President Macron (elected in
May 2017) and his La République en Marche move-
ment have held an absolute majority in the National
Assembly. Consequently, the risk has receded that
anti-EU forces will hamper or even prevent the
implementation of Macron’s agenda of reforms and
thus weaken political and economic cohesion in
the EU.

— In Germany too, the results of parliamentary elec-
tions held in some federal states this year and the
latest polls suggest that, in the Bundestag election
this autumn, populist parties with an anti-euro and
anti-EU agenda will not play a significant role and are
thus unlikely to gain any notable influence on the
formation of the government.

The solvency of the DZ BANK Group was never in
jeopardy at any point during the reporting period. By
holding ample liquidity reserves, the group ensures
that it is able to protect its liquidity against any poten-
tial crisis-related threats. It also complied with regula-
tory requirements for liquidity adequacy at all times.
The DZ BANK Group remained within its economic
risk-bearing capacity in the first half of 2017 and also
complied with regulatory requirements for capital



adequacy at all times. There are no indications that
the continued existence of the DZ BANK Group or
individual management units, including DZ BANK,
as going concerns might be at risk.

The upside potential presented by the forecast develop-
ments are reasonable in relation to the risks that will
be incurred.

The exploitation of business opportunities and the
systematic, controlled assumption of risk in relation to
target returns form an integral part of corporate con-
trol in the DZ BANK Group. The activities resulting
from the business model require the ability to identify,
measure, assess, manage, monitor, and communicate
opportunities and risks. The need to hold appropriate
reserves of cash and to cover risks with adequate capi-
tal is also recognized as an essential prerequisite for
the operation of the business and is of fundamental
importance.

In all its activities, the DZ BANK Group therefore
observes a risk culture in which it only takes on risk
to the extent necessary to achieve its business objec-
tives — taking account of the guiding principle of a
‘network-oriented central institution and financial
services group’ — and to the extent that the manage-
ment units have an adequate understanding of, and
expertise in, measuring and managing the risk. At the
same time, the entities in the DZ BANK Group con-
sider all material risks from the perspectives of capital/
income and liquidity and avoid assuming risk in an
aggressive manner.

In order to implement this principle, the Board of
Managing Directors of DZ BANK has drawn up
risk strategies for each of the material risks using the
business strategies as a basis. The risk strategies each
encompass the main risk-bearing business activities,
the objectives of risk management (including the
requirements for accepting or preventing risk), and
the action to be taken to attain the objectives. The
planning horizon is one year.

The annual updating of the risk strategies is integrated
with the strategic planning process and is carried out

by the Group Risk Controlling, Credit, Credit Special,
and Group Strategy and Controlling divisions in close
consultation with other relevant divisions at DZ BANK
and its subsidiaries.

In March of this year, the credit risk strategy was
amended in order to create more latitude for new busi-
ness in exposures to ABS investments at DZ BANK.

The ‘risk appetite statement” formulates principles of
risk policy relating to risk tolerance in the DZ BANK
Group that apply to all risk types and sectors. The
qualitative principles are supplemented by quantita-
tive key figures, for which minimum targets are set.
These key figures constitute the DZ BANK Group’s
risk-oriented key performance indicators.

The potential opportunities whose assessment has
changed compared with December 31, 2016 are set

out below.

The Outlook section of the interim group manage-
ment report describes expected developments in the
market and business environment together with
the business strategies and the implications for the
DZ BANK Group’s financial performance forecast
for the second half of the year. The expected develop-
ments in the market and business environment are
crucial factors in the strategic positioning and the
resulting opportunities for increasing earnings and
cutting costs.

During the first half of the year, the rating agencies
reviewed the credit ratings issued for DZ BANK,
resulting in changes compared with December 31,
2016.

Due to the changed legal requirements regarding the
recognition of the various liabilities in the event of a
bail-in (i.e. a bank’s creditors have to step in if it gets
into financial difficulties), Standard & Poor’s and
Fitch have split up the rating for unsecured, non-
subordinated bonds. They now issue individual ratings
for unsecured, non-subordinated bonds, making a
distinction between preferred and non-preferred bonds.
Furthermore, Fitch introduced a long-term rating for
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deposits in December 2016. In June 2017, Moody’s
awarded a rating for the covered bonds (DZ BANK
BRIEFE) for the first time. These changes did not
have any impact on the DZ BANK Group’s funding.

Figure 4 provides an overview of DZ BANK’s credit
ratings. The table contains more information than in
the 2016 opportunity and risk report because of the
aforementioned changes.

The other potential opportunities described in the
2016 opportunity and risk report continue to apply
unchanged for the second half of 2017.

Potential opportunities may also arise from the planned
merger of DG HYP and WL BANK in connection
with the pooling of the DZ BANK Group’s strategic
real estate expertise, the increased benefits for local
cooperative banks, the bundling of operating strengths
in order to leverage income and cost synergies, and the
enhancement of products, structures, and processes.

The available liquid securities and the unsecured
short-term and medium-term funding are the main
factors determining the minimum liquidity surplus.
Additional contractual obligations that would be
owed if DZ BANK’s own rating were downgraded
also play a role in the measurement of liquidity risk.
These factors are presented below.

Liquid securities, together with balances on nostro
accounts and non-collateralized funding capacity,
form the counterbalancing capacity. Liquid securities
are largely held in the portfolios of the treasury units
at the entities in the DZ BANK Group or in the port-
folios held by DZ BANK’s Capital Markets Trading
division. Only bearer bonds are eligible as liquid
securities.

Liquid securities comprise highly liquid securities that
are suitable for collateralizing funding in private mar-
kets, securities eligible as collateral for central bank
loans, and other securities that can be liquidated in
the 1-year forecast period that is relevant for liquidity

risk.

Securities are only eligible provided they are not
pledged as collateral, e.g. for secured funding. Securi-
ties that have been borrowed or taken as collateral
for derivatives business or in connection with secured
funding only become eligible when they are freely
transferable. Eligibility is recognized on a daily basis
and also takes into account factors such as restric-
tions on the period in which the securities are freely
available.

Figure 5 shows the liquidity value of the liquid securi-
ties that would result from secured funding or if the
securities were sold.

The total liquidity value as at June 30, 2017 amounted
to €53.5 billion (December 31, 2016: €62.8 billion).
Consequently, liquid securities represent the largest

proportion of the counterbalancing capacity and make
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a major contribution to maintaining solvency in the
stress scenarios with defined limits at all times during
the relevant forecast period. In the first month, which
is a particularly critical period in a crisis, liquid se-
curities are almost exclusively responsible for main-
taining solvency in the stress scenarios with defined
limits.

The level of liquidity risk is determined by the short-
term and medium-term funding structure. The main
sources of funding on the unsecured money markets
are shown in figure 6. The change in the composition
of the main sources of funding compared with Decem-
ber 31, 2016 is attributable to a change in the behavior

One-notch deterioration

in credit rating
Jun. 30, 2017

114

Jun. 30, 2017
46
16

15

23

of customers and investors resulting from money

market policy implemented by the ECB.

Further details on funding are provided in section
I1.5. (‘financial position’) of the business report in the
interim group management report.

Some OTC collateral agreements that entities in the
DZ BANK Group have concluded contain rating-
based triggers. A downgrade in an entity’s own credit
rating would trigger collateral calls by counterparties.
Because this collateral would no longer be available to
generate liquidity if it were called in, the stress scenar-
ios also include deductions arising from these additional
contractual obligations.

Figure 7 shows the additional collateral across all cur-
rencies that would have to be provided to counterpar-
ties should DZ BANK’s credit rating be downgraded.
The figures reflect the situation in virtually the entire
DZ BANK Group because the additional contractual
obligations of the other entities in the group to provide
further collateral are negligible.

The changes in the additional contractual obligations
compared with December 31, 2016 were mainly the
result of new transactions and changes in fair value
and/or notional amounts.

Two-notch deterioration in
credit rating

Jun. 30, 2017

Three-notch deterioration in
credit rating

Jun. 30, 2017

181 763



Additional contractual obligations represent only a
minimal liquidity risk that is already covered by the
stress scenarios with defined limits.

Economic liquidity adequacy is assured if none of the
four stress scenarios with defined limits exhibit a nega-
tive value for the internal key risk indicator ‘minimum
liquidity surplus’. Figure 8 shows the results of meas-
uring liquidity risk. The results are based on a daily
calculation and comparison of forward cash exposure
and counterbalancing capacity. The values reported are
the values that occur on the day on which the liquidity
surplus calculated over the forecast period of 1 year is
at its lowest point.

Measured as at the reporting date on the basis of a
forecast period of 1 year, the minimum liquidity sur-
plus for the stress scenario with defined limits that
had the lowest minimum liquidity surplus (economic
liquidity adequacy), was €16.3 billion as at June 30,
2017 (December 31, 2016: €11.2 billion).

During the period under review, liquidity did not fall
below the internal minimum figures specified by the
Board of Managing Directors for 2017 (€4.0 billion
observation threshold, €1.0 billion minimum limit
— in both cases unchanged year on year).

The results demonstrate that economic liquidity ade-
quacy was maintained at all times in the reporting
period. The minimum liquidity surplus as at June 30,
2017 was positive in the stress scenarios with defined
limits that were determined on the basis of risk appetite.
This is due to the fact that the counterbalancing capac-
ity was above the cumulative cash outflows on each day
of the defined forecast period for each scenario, which
indicates that the cash outflows assumed to take place
in a crisis could be comfortably covered.

Forward cash exposure
Jun. 30, 2017
-45.1
-48.7
-54.1
-31.5

The liquidity coverage ratio (LCR) for the DZ BANK
banking group calculated in accordance with Delegated
Regulation 2015/61 as at June 30, 2017 is shown in
figure 9.

In the reporting period, the regulatory minimum
requirement for the LCR of 80 percent was signifi-
cantly exceeded on every reporting date at the level
of the DZ BANK banking group. The decrease in the
LCR from 151.0 percent as at December 31, 2016 to
134.8 percent as at June 30, 2017 is largely attributable
to a higher volume of maturing commercial paper and
a decline in short-term deposits from the cooperative
financial network at DZ BANK.

It was necessary to recalculate the overall solvency
requirement as at December 31, 2016 owing to
scheduled changes to the parameters for the risk
measurement procedures and the updating of actuarial
assumptions carried out in the second quarter of 2017
for the Insurance sector on the basis of R+V’s 2016
consolidated financial statements. The recalculation
reflects updated measurements of insurance liabilities
based on annual actuarial analyses and updates to
parameters in the risk capital calculation. Because of
the complexity and the amount of time involved, the
parameters are generally not completely updated in
the in-year calculation and an appropriate projection
is made.

The recalculation led to changes in the key risk indi-
cators at DZ BANK Group level. The figures as at
December 31, 2016 given in this opportunity and
risk report have been restated accordingly and are

Counterbalancing capacity Minimum liquidity surplus

Jun. 30, 2017 Jun. 30, 2017
83.8 38.7
69.2 20.6
82.5 28.3
47.9 16.3
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not directly comparable with the figures in the 2016
opportunity and risk report.

The DZ BANK Group’s available internal capital

as at June 30, 2017 was measured at €27,811 million.
The comparable figure as at December 31, 2016
amounted to €27,623 million before deduction of the
capital buffer requirement and €25,694 million after
deduction of the capital buffer requirement. The figure
originally measured as at December 31, 2016 and dis-
closed in the 2016 opportunity and risk report came to
€26,408 million before deduction of the capital buffer
requirement and €24,479 million after deduction of
the capital buffer requirement. The value at the end
of last year is higher mainly because the capital buffer
requirement is no longer deducted. The increase in avail-
able internal capital also arose because of the positive
financial performance in the period under review.

The upper loss limit derived from the available inter-
nal capital amounted to €23,575 million as at June 30,
2017 (December 31, 2016: €22,299 million).

As at June 30, 2017, aggregate risk was calculated at
€16,940 million. The comparable figure as at Decem-
ber 31, 2016 excluding the capital buffer requirement
stood at €15,108 million. The risk capital requirement
excluding the capital buffer requirement originally
measured as at December 31, 2016 and disclosed

in the 2016 opportunity and risk report was
€14,975 million.

The rise in the upper loss limit was largely due to
the integration of the capital buffer requirement.
The increase in the risk capital requirement including
the capital buffer requirement also resulted largely
from this effect and from the raising of capital buffer
components.

As at June 30, 2017, the economic capital adequacy
ratio for the DZ BANK Group was calculated at
164.2 percent. The comparable figure as at December
31, 2016 was 170.1 percent. The figure originally meas-
ured as at December 31, 2016 and disclosed in the
2016 opportunity and risk report was 163.5 percent.
Figure 10 provides an overview of the DZ BANK

Group’s economic capital adequacy.

The upper loss limits and risk capital requirements
including the decentralized capital buffer requirements
for the Bank sector, broken down by risk type, are
shown in figure 11.

Figure 12 sets out the upper loss limits and overall
solvency requirements for the Insurance sector, broken
down by risk type, and includes policyholder partici-
pation. The definition of the upper loss limits and
determination of overall solvency requirements take
into account a favorable effect arising from the ability
to offset deferred taxes resulting from the elimination
of deferred tax liabilities in the loss scenario against
losses. Diversification effects between the risk types
are also taken into consideration. Owing to these effects
of correlation, the overall solvency requirement and
upper loss limits for each risk type are not cumulative.

In addition to the amounts shown in figures 11 and
12, there was a centralized capital buffer requirement
for all risk types in the first half of the year. This stood

Jun. 30, 2017
27,811
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FIG. 11 - UPPER LOSS LIMITS AND RISK CAPITAL REQUIREMENT INCLUDING THE CAPITAL BUFFER REQUIREMENT IN THE BANK SECTOR

Upper loss limits

Risk capital requirement including the
decentralized capital buffer requirement?

€ million Jun. 30,2017 Mar. 31, 2017 Dec. 31,2016 Jun. 30,2017 WMar. 31,2017 Dec. 31, 2016
Credit risk 7,474 7,474 6,606 5,959 5,674 4,472
Equity investment risk 1,422 1,422 1,468 1,214 1,223 1,263
Market risk? 7,043 7,043 7,582 4,381 4,580 4,347
Technical risk of a home savings and

loan company? 558 558 600 558 558 541
Business risk* 1,025 1,025 1,024 767 762 912
Operational risk 1,147 1,147 1,152 927 944 892
Total (after diversification) 17,805 17,805 17,089 12,477 12,407 11,105

1 Mar. 31, 2017 and Jun. 30, 2017 figures include capital buffer requirement; Dec. 31, 2016 figure excludes capital buffer requirement.

2 Market risk contains spread risk and migration risk.
3 Including business risk and reputational risk of BSH.

4 Apart from that of BSH, reputational risk is contained in the risk capital requirement for business risk

FIG.12 — UPPER LOSS LIMITS AND OVERALL SOLVENCY REQUIREMENT IN THE INSURANCE SECTOR

Upper loss limits

Overall solvency requirement

€ million Jun. 30, 2017 Mar. 31, 2017 Dec. 31, 2016 Jun. 30,2017 WMar. 31, 2017 Dec. 31, 2016
Life actuarial risk 1,200 1,200 1,200 623 583 574
Health actuarial risk 370 370 330 151 178 214
Non-life actuarial risk 3,580 3,580 3,250 2,927 2,822 2,835
Market risk 3,800 3,800 3,540 2,875 2,809 2,802
Counterparty default risk 130 130 110 58 92 65
Operational risk 650 650 640 543 545 509
Non-controlling interests in insurance

companies and entities in other

financial sectors 140 140 120 116 110 110
Total (after diversification) 5,420 5,420 5,210 4,131 4,016 4,004

at €323 million as at March 31, 2017 and at €332 mil-
lion as at June 30, 2017. The corresponding upper loss
limit as at March 31, 2017 and June 30, 2017 was
€350 million.

5.2. Regulatory capital adequacy

5.2.1. DZ BANK financial conglomerate
Financial conglomerate solvency is reported to the
regulatory authority annually. Consequently, solvency
ratios for the DZ BANK financial conglomerate as at
June 30, 2017 have not been disclosed.

The solvency ratios as at December 31, 2016 were
finalized in the first half of this year. The DZ BANK
financial conglomerate’s eligible own funds as at
December 31, 2016 amounted to €26,368 million

(provisional figure given in the 2016 opportunity and
risk report: €25,637 million). On the other side of the
ratio, the solvency requirement was €14,624 million
(provisional figure given in the 2016 opportunity and
risk report: €14,358 million). This gives a coverage
ratio of 180.3 percent (provisional figure given in the
2016 opportunity and risk report: 178.6 percent),
which is significantly in excess of the regulatory mini-
mum requirement of 100 percent.

5.2.2. DZ BANK banking group

Regulatory capital ratios in accordance with the CRR
The regulatory own funds of the DZ BANK
banking group as at June 30, 2017 amounted to a
total of €22,290 million (December 31, 2016:
€22,066 million).



The rise in own funds was mainly attributable to a
total increase of €307 million in common equity
Tier 1 capital. The increase in common equity Tier 1
capital was primarily actributable to the earnings for
the first half of the year, as recognized by the regu-
lator, and a 20 percent increase in the eligibility of
the revaluation reserve in accordance with the CRR
transitional guidance. It was adversely affected by an
increase in the capital deduction as a result of a higher
write-down deficit. The higher write-down deficit
resulted from an increase in own funds requirements
caused largely by the discontinuation of grandfather-
ing arrangements at various long-term equity
investments.

There were no changes in the year under review in
the portfolio of issued additional Tier 1 bonds (AT1
bonds). The reduction of €38 million in this class of
capital from €1,835 million as at December 31, 2016 to
€1,797 millionas at June 30, 2017 is largely explained
by the higher write-down deficit, by which the AT1
capital is to be partially reduced in accordance with
the CRR transitional guidance.

Tier 2 capital declined marginally by €45 million com-
pared with December 31, 2016, mainly because of the
reduced level of eligibility under the CRR in the last 5
years before the maturity date.

As at June 30, 2017, the regulatory own funds
requirements for the DZ BANK banking group were
calculated at €10,661 million (December 31, 2016:
€9,477 million). The rise in own funds requirements
resulted mainly from the discontinuation of grand-
fathering arrangements at various long-term equity
investments. This is because DZ BANK, with regard
to the long-term equity investments acquired through
the merger with the former WGZ BANK, is no longer
applying the Standardized Approach to credit risk
with 100 percent risk weighting in accordance with
the CRR transitional guidance, but instead using
approaches with 190 percent and 370 percent risk
weightings on the basis of internal assessments. In
particular, DZ BANK has decided to discontinue the
grandfathering arrangements in relation to its long-
term equity investment in R+V and to apply a 370 per-
cent risk weighting to this company. The increase in
own funds requirements can also be attributed to the
first-time inclusion, of the interest-rate ‘smile’ in the
internal market risk modeling.

The DZ BANK banking group’s common equity
Tier 1 capital ratio as at June 30, 2017 was 13.1 per-
cent (December 31, 2016: 14.5 percent). As at June
30, 2017, the Tier 1 capital ratio was calculated at
14.5 percent (December 31,2016: 16.0 percent). The
total capital ratio as at June 30, 2017 was 16.7 per-
cent (December 31, 2016: 18.6 percent). The capital
ratios had fallen significantly as at the reporting date
because of the increase in own funds requirements.

The ratios were well above the regulatory minimum
CRR capital ratios at all times during the first half of
the year.

Figure 13 provides an overview of the DZ BANK
banking group’s regulatory capital ratios in accordance
with the CRR.

The ECB is using a modified approach to determine
the SREP minimum capital requirements for this
year. With the additional Pillar 2 own funds require-
ment (Pillar 2 requirement), it is specifying a manda-
tory add-on that is factored in to the basis of calcula-
tion for the maximum distributable amount (MDA).
The add-on will be determined from the findings

of the Supervisory Review and Evaluation Process
(SREP). In addition to this mandatory component,
there is a recommended own funds amount under
Pillar 2 (Pillar 2 guidance), which likewise is deter-
mined from the SRED, but unlike the mandatory
component relates only to common equity Tier 1
capital. Failure to comply with the own funds guid-
ance under Pillar 2 does not constitute a breach of
regulatory own funds requirements. Nevertheless,
this figure is relevant as an early warning indicator
for capital planning.

The mandatory SREP minimum capital requirements
and their components are shown in figure 14.

For the Tier 1 capital ratio and the total capital ratio,
the SREP minimum requirements are respectively
1.5 percentage points and 3.5 percentage points higher
than the minimum capital requirements for the com-
mon equity Tier 1 capital ratio.

In the first half of 2017, the group complied with both
the mandatory and the recommended SREP minimum
capital requirements.
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FIG.13 - REGULATORY CAPITAL RATIOS IN ACCORDANCE WITH CRR

Jun. 30, Mar. 31, Dec. 31,
€ million 2017 2017 2016
Capital
Common equity Tier 1 capital 17,461 17,460 17,154
Additional Tier 1 capital 1,797 1,776 1,835
Tier 1 capital 19,258 19,236 18,989
Total Tier 2 capital 3,032 3,122 3,077
Total capital 22,290 22,358 22,066
Own funds requirements
Credit risk (including long-term equity investments) 9,290 9,403 8,153
Market risk 548 456 510
Operational risk 823 823 814
Total 10,661 10,682 9,477
Capital ratios
Common equity Tier 1 capital ratio 13.1% 13.1% 14.5%
Tier 1 capital ratio 14.5% 14.4% 16.0%
Total capital ratio 16.7% 16.7% 18.6%

Future regulatory capital ratios with full application of
the CRR

According to the rules that will be in force from 2019,
under which the CRR will be applied in full, the
capital ratios for the DZ BANK banking group will
be as shown in figure 15.

At all times in the first half of the year, the ratios were
in excess of the minimum values planned for the future
and the present ECB requirement specified in the SREP.

Leverage ratio

The DZ BANK banking group’s leverage ratio,
calculated in accordance with the CRR transitional

FIGURE 14 — SREP MINIMUM CAPITAL REQUIREMENTS

(%) Jun. 30, 2017"
Minimum requirement for common equity

Tier 1 capital 4.50
Additional Pillar 2 own funds requirement 1.75
Capital conservation buffer 1.25
Countercyclical capital buffer 0.02
O-SlI buffer 0.33

Compulsory minimum requirement for

guidance that is currently applicable, was 4.4 percent
as at June 30, 2017. The corresponding ratio assuming
full application of the CRR was 4.1 percent. Both
ratios were unchanged in comparison with Decem-
ber 31, 2016.

5.2.3. R+V Versicherung AG insurance group

In the first half of the year, all of the supervised
insurance companies of R+V together with the R+V
Versicherung AG insurance group, which is the
higher-level entity for regulatory purposes, satisfied
the minimum solvency requirements.

The project accounting applied in the internal planning
shows that the R+V Versicherung AG insurance group’s
solvency ratio will continue to exceed the minimum
statutory requirement as at December 31, 2017.

In view of the ongoing challenging situation in the
financial markets, forecasts about changes in the sol-
vency capital requirement and own funds are subject to
significant uncertainty. However, R+V will take suitable
measures to ensure it maintains its risk-bearing capacity.

FIG.15 - REGULATORY CAPITAL RATIOS WITH FULL APPLICATION

common equity Tier 1 capital 7.85 OF THE CRR

Minimum requirement for additional Tier 1 capital 1.50 Jun. 30, 2017 Dec. 31, 2016

Compulsory minimum requirement for Tier 1 capital 9.35 Common equity Tier 1

Minimum requirement for Tier 2 capital 2,00 capital ratio 13.0% 14.5%

Compulsory minimum requirement for total capital 11.35 Tier 1 capital ratio 13.6% 15.1%
Total capital ratio 16.7% 18.8%

1 Percentage values based on risk-weighted assets.




The amount and structure of the lending volume

are key factors in determining the credit risk. For the
purposes of internal credit risk management in the
Bank sector, the lending volume is broken down by
credit-risk-bearing instrument — traditional lending,
securities business, and derivatives and money market
business. This breakdown corresponds to the risk classes
required for the external reporting of risks arising from
financial instruments.

The credit-risk-bearing instruments are also classified
by sector, country group, credit rating, and term to
maturity so that volume concentrations can be iden-
tified. Particularly in the case of an accumulation of
exposures that have longer terms to maturity and a
non-investment-grade rating, there is a danger that the
credit risk will materialize, causing losses with a nega-
tive impact on the financial performance and financial
position of the DZ BANK Group.

The total lending volume decreased by 2 percent,
from €387.7 billion as at December 31, 2016 to
€381.0 billion as at June 30, 2017.

There was a 1 percent increase in the volume of tradi-
tional lending business, which rose from €275.8 bil-
lion as at December 31, 2016 to €277.4 billion as at
June 30, 2017. The credit quality breakdown within
this type of business was unchanged compared with
the end of last year.

The lending volume in the securities business was
down by 7 percent, from €95.5 billion as at December
31, 2016 to €88.4 billion as at June 30, 2017. This
reduction was largely attributable to DZ BANK.

At €15.3 billion, the lending volume in the derivatives
and money market business was down by 6 percent as
at June 30, 2017 compared with the figure of

€16.3 billion as at December 31, 2016. This reduction
primarily related to the derivatives business at
DZ BANK.

Figure 16 shows the breakdown of the credit portfolio
by sector, in which the lending volume is classified
according to the industry codes used by Deutsche
Bundesbank. This also applies to the other sector
breakdowns related to credit risk in this opportunity
and risk report.

As at June 30, 2017, a significant proportion (34 per-
cent) of the lending volume in the Bank sector contin-
ued to be concentrated in the financial sector (Decem-
ber 31, 2016: 33 percent). In addition to the local
cooperative banks, the borrowers in this customer
segment comprised banks from other sectors of the
banking industry and other financial institutions.

In its role as central institution for the Volksbanken
Raiffeisenbanken cooperative financial network,
DZ BANK provides funding for the entities in the
Bank sector and for the cooperative banks. For this
reason, the cooperative banks account for one of the
largest receivables items in the DZ BANK Group’s
credit portfolio. DZ BANK also supports the coopera-
tive banks in the provision of larger-scale funding to
corporate customers.

The resulting syndicated business, the direct business
of DZ BANK, DG HYP, and DVB with corporate
customers in Germany and abroad, the retail real-estate
business under the umbrella of BSH, TeamBank’s
consumer finance business, and WL BANK’s real
estate lending and local authority loans businesses
determine the sectoral breakdown of the remainder
of the portfolio.

Figure 17 shows the geographical distribution of
the credit portfolio by country group. The lending
volume is assigned to the individual country groups
using the International Monetary Fund’s breakdown,
which is updated annually. This also applies to the
other country-group breakdowns related to credit
risk in this opportunity and risk report.



Traditional lending Securities Derivatives and Total
business business money market business
Jun. 30, Jun. 30, Jun. 30, Jun. 30,
2017 2017 2017 2017
90.4 27.5 11.5 129.3
11.0 49.3 0.8 61.1
106.9 8.0 2.5 117.3
61.9 2.5 - 64.4
6.7 1.1 0.5 8.3
0.5 - - 0.5
Traditional lending Securities Derivatives and Total
business business money market business
Jun. 30, Jun. 30, Jun. 30, Jun. 30,
2017 2017 2017 2017
238.2 56.0 9.5 303.7
27.5 28.6 5.1 61.2
33 0.7 0.1 4.1
8.4 0.8 0.3 9.4
- 2.3 0.3 2.6

As at June 30, 2017, 96 percent (December 31, 2016:
95 percent) of the total lending volume was con-
centrated in Germany and other industrialized
countries.

The breakdown of the credit portfolio by residual matu-
rity presented in figure 18 as at June 30, 2017 shows
that the lending volume had increased by €1.3 billion
in the short-term maturity band compared with the
figure as at December 31, 2016. This was mainly attrib-
utable to DZ BANK. The decrease in the medium-term
maturity band amounted to €10.1 billion and was also
accounted for by DZ BANK. The biggest growth in
lending volume was in the longer-term maturity band,
where the figure rose by a total of €2.2 billion and was
primarily atcributable to BSH.

Figures 19 and 20 show the portion of the lending
volume that is past due but not impaired. The disclo-
sures largely relate to traditional lending business.

No valuation allowances are recognized for these loans
because it can generally be assumed that the amounts
past due will be repaid promptly. Furthermore, it can
be assumed that the entire amounts due under the
lending agreements concerned can be collected by
recovering collateral. Because of the conservative risk
provisioning policy of the entities in the Bank sector,
past-due loans only account for a relatively small pro-
portion of the overall credit portfolio.

The sharp drop in loans in the corporates sector that
were past due but not impaired, which went down
from €1,134 million as at December 31, 2016 to
€585 million as at June 30, 2017, was largely attrib-
utable to the restructuring of past-due loans at DVB.
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FIG.18 - BANK SECTOR: LENDING VOLUME, BY RESIDUAL MATURITY

Traditional lending Securities Derivatives and Total
business business money market business
Jun. 30, Dec. 31, Jun. 30, Dec. 31, Jun. 30, Dec. 31, Jun. 30, Dec. 31,
€ billion 2017 2016 2017 2016 2017 2016 2017 2016
< 1year 50.0 49.9 16.2 15.0 11.0 11.0 771 75.9
> 1 year to <5 years 52.1 55.2 31.8 385 1.8 2.1 85.7 95.8
> 5 years 175.3 170.7 40.4 42.1 2.4 3.3 218.2 216.0
Total 277.4 275.8 88.4 95.5 15.3 16.3 381.0 387.7
FIG.19 - BANK SECTOR: LENDING VOLUME PAST DUE BUT NOT IMPAIRED, BY SECTOR
Past due Past due Past due Past due Past due Total
up to 5 days > 5 days > 1 month > 2 months > 3 months
to 1 month to 2 months to 3 months

Jun. 30, Dec. 31, Jun.30, Dec.31, Jun.30, Dec.31, Jun.30, Dec.31, Jun.30, Dec.31, Jun.30, Dec. 31,
€ million 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016
Financial sector 1 13 3 1 - - - - - - 4 14
Public sector - - - - 1 - - - - - 1 -
Corporates 133 18 78 301 5 127 39 5 330 684 585 1,134
Retail 38 37 131 123 56 63 37 38 125 128 388 388
Industry
conglomerates - 9 - - - - - - - - - 9
Other - - - - - - - - - - - -
Total 173 76 212 425 62 190 76 42 455 812 979 1,545
FIG.20 - BANK SECTOR: LENDING VOLUME PAST DUE BUT NOT IMPAIRED, BY COUNTRY GROUP

Past due Past due Past due Past due Past due Total
up to 5 days > 5 days > 1 month > 2 months > 3 months
to 1 month to 2 months to 3 months

Jun. 30, Dec. 31, Jun.30, Dec.31, Jun.30, Dec.31, Jun.30, Dec.31, Jun.30, Dec.31, Jun.30, Dec. 31,
€ million 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016
Germany 171 64 137 201 60 91 40 42 146 188 554 585
Other industrialized
countries 2 10 47 224 - 1 33 1 78 175 162 410
Advanced economies - 3 5 - - 29 3 - 144 217 152 248
Emerging markets - - 23 - 1 69 - - 87 233 111 302
Supranational
institutions - - - - - - - - - - - -
Total 173 76 212 425 62 190 76 42 455 812 979 1,545




Traditional lending Securities Derivatives and Total
business business money market business
Jun. 30, Jun. 30, Jun. 30, Jun. 30,
2017 2017 2017 2017
5.8 33.9 1.2 40.9
2.1 10.3 2.3 14.6
85.7 8.5 3.0 97.2
45 24 0.2 7.1
7.1 2.0 2.0 11.2
12.3 3.1 1.0 16.3
11.8 9.8 2.0 23.6
14.6 3.6 0.8 19.0
15.9 3.1 0.5 19.5
19.8 5.7 0.9 26.5
18.5 1.8 0.7 21.0
18.2 0.6 0.1 19.0
16.2 1.3 0.1 17.7
15.3 0.7 0.1 16.0
4.6 0.2 - 4.8
2.1 0.1 - 2.1
6.0 - - 6.1
4.9 0.1 - 5.0
0.6 - - 0.7
4.1 0.1 = 4.2
5.4 0.2 - 5.6
1.9 0.8 0.3 2.9

Figure 21 shows the lending volume by rating class
according to the VR credit rating master scale. ‘Not
rated’ comprises counterparties for which a rating
classification is not required.

The proportion of the total lending volume accounted
for by rating classes 1A to 3A (investment grade)
remained unchanged at 78 percent as at June 30, 2017.
Rating classes 3B to 4E (non-investment grade) repre-
sented 20 percent of the total lending volume as at the
reporting date, which was unchanged compared with
the end of last year. Defaults in rating classes 5A to 5E
accounted for 1 percent of the total lending volume as
at June 30, 2017 and thus remained at the low level
reported as at December 31, 2016.

As at June 30, 2017, the 10 counterparties associated
with the largest lending volumes accounted for 9 per-
cent of total lending. This was unchanged compared
with the end of last year. These counterparties largely
comprised financial-sector and public-sector borrowers
domiciled in Germany with an investment-grade
rating.

Figure 22 shows the breakdown of the collateralized
lending volume at overall portfolio level by type of
collateral and class of risk-bearing instrument. In the
case of traditional lending business, figures are gener-
ally reported before the application of any offsetting
agreements, whereas the collateralized exposure in the
securities business and derivatives and money market
business is shown on a netted basis.



As at June 30, 2017, the collateralized lending volume
had fallen slightly to €116.0 billion from €116.2 billion
as at December 31, 2016. The collateralization rate was
30.4 percent at the reporting date (December 31, 2016:
30.0 percent).

In the traditional lending business, most of the collat-
eralized lending volume — unchanged at 85 percent
as at June 30, 2017 — was accounted for by lending
secured by charges over physical assets such as land
charges, mortgages, and registered ship mortgages.

These types of collateral are particularly important for
BSH, DG HYP, DVB, and WL BANK.

In securities transactions, there is generally no further
collateralization to supplement the hedging activities
already taken into account. Equally, in the derivatives
and money market business, collateral received under
collateral agreements is already factored into the calcu-
lation of gross lending volume with the result that only
a comparatively low level of collateral (personal and
financial collateral) is then additionally reported.

In terms of traditional collateral, securities transactions
are generally concluded on an unsecured basis. A low
level of personal collateral (guarantees and indemnity
agreements) and financial collateral is used to mitigate
risk in derivatives and money market business.

The asset-backed securities (ABS) portfolio is predom-
inantly held by DZ BANK and DG HYP. It had a
fair value of €2,886 million as at the reporting date
(December 31, 2016: €3,430 million). The decrease is
mainly due to redemptions. This particularly applies
to the remaining residual balances of the former wind-
down portfolio dating back to the period before the
financial crisis. In March 2017, the credit risk strategy
was opened up to new investments in ABSs, albeit with
significant restrictions.

In addition, DZ BANK acts as a sponsor in ABCP
programs that are funded by issuing money market-
linked asset-backed commercial paper or liquidity
lines. The ABCP programs are made available to
DZ BANK customers who then securitize their own
assets via these companies.

The following disclosures relating to exposures in sub-
portfolios also form part of the above analyses of the
entire credit portfolio. However, these subportfolios
have been analyzed separately because of their signifi-
cance for the risk position.

Traditional lending Securities Derivatives and Total
business business money market business

Jun. 30, Jun. 30, Jun. 30, Jun. 30,
2017 2017 2017 2017
6.7 0.3 7.0
3.2 - 3.2
98.8 - 98.8
5.4 = 5.4
1.4 0.1 1.5
0.3 - 0.3
277.4 88.4 15.3 381.0



As at June 30, 2017, loans and advances to borrowers in
the countries directly affected by the European sover-
eign debt crisis amounted to €8,005 million (Decem-
ber 31, 2016: €8,721 million).

Figure 23 shows the borrower structure in the euro-
zone periphery countries by credit-risk-bearing
instrument.

In view of the crisis that has emerged in shipping
markets, the scope of the portfolios presented in
this report has been extended in comparison with
the 2016 opportunity and risk report. In addition
to shipping finance, offshore finance is now shown
as a separate segment comprising the various areas
of DVB’s finance business with broad links to the
shipping sector (e.g. drilling platforms, drill ships,
offshore construction ships, and supply ships for

also includes Transport Finance Suisse AG, Zurich,
(ITF Suisse), a subsidiary of DVB.

As at June 30, 2017, the shipping finance portfolio
had a value of €11,816 million (December 31, 2016:
€12,763 million). As at June 30, 2017, the lending
volume in the offshore finance business amounted to

€2,073 million (December 31, 2016: €2,358 million).

The figure stated for the shipping finance portfolio as
at December 31, 2016 does not include the lending
volume of ITF Suisse and is therefore not directly
comparable with the figure as at June 30, 2017.

Almost all of the loans and advances reported relate to
DVB. DZ BANK plays a far smaller role in the overall
shipping finance portfolio of the DZ BANK Group.

Figures 24 and 25 show the structure of the shipping
finance portfolio and of the offshore finance portfolio
broken down by country group and creditrisk-bearing

oil platforms). The shipping finance segment now instrument.
Traditional Securities Derivatives and Total
lending business’ business money market business
Jun. 30, Jun. 30, Jun. 30, Jun. 30,
2017 2017 2017 2017
Portugal 85 934 - 1,019
- 815 - 815
85 119 - 204
Italy 160 3,153 12 3,325
- 2,809 - 2,809
160 343 12 516
31 66 12 109
Greece 14 13 - 27
14 13 — 27
Spain 247 3,310 76 3,634
20 2,095 - 2,115
228 1,215 76 1,519
28 443 74 545



The decline in both portfolios is primarily the result
of exchange rate effects, capital repayments and early
redemptions of loans at DVB.

Figures 26 and 27 show the impaired lending vol-
ume. The collateral shown is available for securing
the lending volume after specific loan loss allowances.
The disclosures largely relate to traditional lending
business.

The lending volume after allowances for losses on
loans and advances contracted from €2,622 million
as at December 31, 2016 to €1,991 million as at June
30, 2017. The decline in the lending volume before
specific loan loss allowances is mostly attributable to
exchange rate effects, capital repayments, and the
termination of deals at DV B. At the same time, there
was also an increase in specific loan loss allowances
in the first half of the year, primarily in the shipping
finance and offshore finance businesses of DVB.

These two effects combined to reduce the overall vol-
ume of lending after specific loan loss allowances.

Because the volume of non-performing loans reported
decreased from €5.8 billion to €5.6 billion during the
first half of the year, while the total lending volume
also declined from €387.7 billion to €381.0 billion, the
NPL ratio remained unchanged at 1.5 percent as at
June 30, 2017,

Figure 28 shows key figures relating to the volume of
non-performing loans.

The disclosures in this section relate to the level of
allowances for losses on loans and advances. Details
of allowances for losses on loans and advances in the
income statement of the DZ BANK Group are pre-
sented in the business report of this interim group
management report (sections I11.3.1. and 11.3.2.).

Traditional lending Securities Derivatives Total
business business business
Jun. 30, Jun. 30, Jun. 30, Jun. 30,
2017 2017 2017 2017
1,659 - 2 1,661
7,003 - 3 7,006
1,675 - - 1,675
1,470 = 4 1,473
Traditional lending Securities Derivatives Total
business business business
Jun. 30, Jun. 30, Jun. 30, Jun. 30,
2017 2017 2017 2017
93 - - 93
1,228 - 3 1,231
65 - - 65
683 - 1 684
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FIG.26 - BANK SECTOR: IMPAIRED LENDING VOLUME AND COLLATERAL, BY SECTOR

Amount before Specific loan loss Amount after Collateral
specific loan loss allowances specific loan loss
allowances allowances
Jun. 30, Dec. 31, Jun. 30, Dec. 31, Jun. 30, Dec. 31, Jun. 30, Dec. 31,
€ million 2017 2016 2017 2016 2017 2016 2017 2016
Financial sector 82 81 27 41 55 40 44 31
Public sector - - - - - - - -
Corporates 3,096 3,517 1,700 1,436 1,396 2,081 1,075 1,237
Retail 904 859 364 358 540 501 523 491
Industry conglomerates - 2 - 1 - 1 - -
Other - - - - - - - -
Total 4,082 4,458 2,091 1,836 1,991 2,622 1,643 1,758
FIG.27 - BANK SECTOR: IMPAIRED LENDING VOLUME AND COLLATERAL, BY COUNTRY GROUP
Amount before Specific loan loss Amount after Collateral
specific loan loss allowances specific loan loss
allowances allowances
Jun. 30, Dec. 31, Jun. 30, Dec. 31, Jun. 30, Dec. 31, Jun. 30, Dec. 31,
€ million 2017 2016 2017 2016 2017 2016 2017 2016
Germany 2,528 2,521 1,178 1,221 1,350 1,300 968 913
Other industrialized countries 915 1,226 658 365 257 861 331 459
Advanced economies 245 219 147 132 98 87 114 101
Emerging markets 395 492 108 118 287 374 230 285
Supranational institutions - - - - - - - -
Total 4,082 4,458 2,091 1,836 1,991 2,622 1,643 1,758

FI1G.28 - BANK SECTOR: KEY FIGURES FOR THE VOLUME OF
NON-PERFORMING LOANS

Jun. 30, Dec. 31,
€ billion 2017 2016
Total lending volume 381.0 387.7
Volume of non-performing loans' 5.6 5.8
Balance of allowances for losses on
loans and advances? 3.0 2.7
Loan loss allowance ratio® 0.8% 0.7%
Risk cover ratio* 52.8% 47.0%
NPL ratio® 1.5% 1.5%

1 Volume of non-performing loans excluding collateral

2 Total of specific loan loss allowances, portfolio loan loss allowances, provisions for
loan commitments, and liabilities under financial guarantee contracts

3 Balance of allowances for losses on loans and advances as a proportion of total
lending volume.

4 Balance of allowances for losses on loans and advances as a proportion of the
volume of non-performing loans.

5 Volume of non-performing loans as a proportion of total lending volume

6.4.1. Allowances for losses on loans and advances
in the total portfolio

Figure 29 shows the change in the volume of allow-
ances (specific loan loss allowances, including the
specific loan loss allowances evaluated on a group

basis, and portfolio loan loss allowances), the provi-
sions for loan commitments, and liabilities under
financial guarantee contracts in the first half of 2017
and 2016 for the entire credit portfolio.

These items are disclosed in the notes to the interim
consolidated financial statements as follows:

— Loan loss allowances: note 23 (allowances for losses
on loans and advances)

— Provisions for loan commitments: note 36
(provisions)

— Liabilities under financial guarantee contracts:
note 38 (other liabilities).

Over the course of the first half of 2017, the volume
of specific loan loss allowances rose by €254 million
compared with December 31, 2016 (first half of 2016:
reduction of €94 million). The increase during the
reporting period was primarily attributable to DVB’s
shipping finance and offshore finance businesses.
This was offset to an extent by a decrease in the level
of specific loan loss allowances at DG HYP and

DZ BANK.



Specific
loan loss allowances?

Jan. 1
—Jun. 30,
2017

616
-125
-166

-20
-51

-47

Portfolio loan loss allowances increased by €3 mil-
lion during the reporting period (first half of 2016:
increase of €106 million).

The volume of provisions for loan commitments and
liabilities under financial guarantee contracts fell by
€25 million during the reporting period (first half of
2016: increase of €83 million).

The level of specific loan loss allowances for exposures
to the eurozone periphery countries decreased by
€7 million in the first six months of the year, primarily
attributable to DZ BANK (first half of 2016: addition
of €4 million). The level of portfolio loan loss allow-
ances decreased slightly during the reporting period
(first half of 2016: decrease of €5 million).

Additions of €108 million (first half of 2016: €12 mil-
lion) and €8 million (first half of 2016: €7 million)
were recognized for specific loan loss allowances and
portfolio loan loss allowances respectively in relation
to the shipping finance portfolio in view of the dete-
rioration in international shipping markets.

Over the course of the first half of 2017, the volume
of specific loan loss allowances in DV Bs offshore
financing portfolio rose by €226 million compared
with December 31, 2016 (first half of 2016: reduction

loan loss allowances

Provisions for loan
commitments® and
liabilities under
financial guarantee

Total
loan loss allowances

Portfolio

contracts

Jan. 1 Jan. 1 Jan. 1
- Jun. 30, -Jun. 30, —Jun. 30,
2017 2017 2017
148 764 12
- -125 -
-145 -311 -36
- -20 2
- -51 3

- 17

- -47

of €5 million). Portfolio loan loss allowances increased
by €10 million (first half of 2016: increase of €6 mil-
lion). The significant increase in loan loss allowances
is almost exclusively attributable to DVB.

Changes in the individual components of the allow-
ances for losses on loans and advances for portfolios
with increased risk content for the first 6 months of
2017 and 2016 are shown in figure 30.

The risk capital requirement including the decentral-
ized capital buffer requirement for credit risk is based
on a number of factors, including the size of single-
borrower exposures, individual ratings, and the industry
sector of each exposure.

The risk capital requirement for the total portfolio
amounted to €4,458 million as at June 30, 2017
(December 31, 2016: €4,472 million). As at June 30,
2017, the risk capital requirement including the
decentralized capital buffer requirement for the total
portfolio amounted to €5,959 million with an upper
loss limit of €7,474 million (December 31, 2016:
€6,606 million).

The risk capital requirement including the decentral-
ized capital buffer requirement for the Bank sector
was within the applicable upper loss limits at all times
during the first 6 months of 2017.
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-Jun. 30,
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Shipping finance portfolio®
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287

Average probability

loan loss allowances

Provisions for loan
commitments? and
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financial guarantee

Total
loan loss allowances

Portfolio

contracts
Jan. 1 Jan. 1 Jan. 1
-Jun. 30, -Jun. 30, —Jun. 30,
2017 2017 2017
10 20 -
10 13 -
46 627 -
54 744 _
14 76 -
24 311 1

Expected loss Credit value-at-risk’

of default (€ million) (€ million)
Jun. 30, Jun. 30, Jun. 30,
2017 2017 2017
0.7% 501 2,569
0.2% 61 1,571
0.1% 9 318

Figure 31 shows the risk capital requirement together
with the average probability of default and expected
loss. In contrast to the presentation of total credit risk,
the risk is presented solely as the risk capital require-
ment (and thus excluding the decentralized capital
buffer requirement) in this table.

The difference between the risk capital requirement
including the decentralized capital buffer require-
ment (€5,959 million) and the risk capital require-
ment (€4,458 million) amounted to €1,501 million
at the overall portfolio level as at June 30, 2017.
This discrepancy is primarily attributable to the
fact that migration risk in the traditional lending
business is taken into consideration in the capital
buffer requirement for certain management units
as this risk is not currently included in the

portfolio-model-based calculation of the risk capital
requirement.

The risk capital requirement excluding the decentral-
ized capital buffer requirement for credit portfolios
exposed to increased credit risk was calculated to be
as follows as at June 30, 2017:

— Eurozone periphery countries: €915 million
(December 31, 2016: €946 million)

— Shipping finance: €419 million (December 31,
2016: €361 million)

— Offshore finance: €72 million (December 31,
2016: €176 million)

The figure stated for the shipping finance portfolio as at
December 31, 2016 does not include ITF Suisse and



is therefore not directly comparable with the figure as
at June 30, 2017.

The decrease of 3 percent compared with December 31,
2016 in the risk for exposures to European periphery
countries was the result of a contraction in the volume
of lending to these countries. The increase in the risk
associated with shipping finance is mainly attributable
to an adjustment in the value of collateral held by DVB.
Conversely, the level of risk associated with offshore
finance fell considerably in the first half of the year.
This was due to a reduction in the volume of lending,

exchange rate effects, and the adjustment of the value
of collateral held by DVB.

The carrying amounts of long-term equity investments
relevant for the measurement of equity investment
risk amounted to €2,756 million as at June 30, 2017
(December 31, 2016: €2,786 million).

As at the reporting date, the risk capital requirement
including the decentralized capital buffer requirement
for equity investment risk was measured at €1,214 mil-

Interest-rate
risk

Spread risk

Aggregate risk®

Trading portfolios

Non-trading portfolios

Equity risk?

lion, which was slightly lower than the corresponding
figure at the end of 2016 of €1,263 million. The upper
loss limit was €1,422 million (December 31, 2016:
€1,468 million). The upper loss limit was not exceeded
at any time during the first 6 months of the year.

As at June 30, 2017, the risk capital requirement
including the decentralized capital buffer requirement
for market risk used to determine the risk-bearing
capacity amounted to €4,381 million (December 31,
2016: €4,347 million) with an upper loss limit of
€7,043 million (December 31, 2016: €7,582 million).

The risk capital requirement including the decentralized
risk capital requirement includes the asset-management
risk of UMH. The asset--management risk for guaran-
tee funds was measured at €42 million as at June 30,
2017 (December 31, 2016: €50 million). The asset-
management risk for UniProfiRente as at the reporting
date amounted to €35 million (December 31, 2016:
€28 million).

Currency risk  Commodity Diversifica- Total

risk  tion effect®

77
80
75



The upper loss limit was not exceeded at any time
during the first 6 months of the year.

Figure 32 shows the change in the value-at-risk in the
trading and non-trading portfolios and the change in
the aggregate risk in the first half of 2017.

In addition, figure 33 shows the daily changes in
risk and the results of daily backtesting of trading
portfolios.

As at June 30, 2017, the aggregate risk was measured at
€76 million (December 31, 2016: €119 million). The main
reason for this significant drop in risk was that credit
spreads were less volatile during the reporting period.

The value-at-risk for the trading portfolios as at June
30, 2017 was €2 million and thus remained at the low

level reported at the end of last year (December 31,
2016: €4 million).

In the first half of 2017, hypothetical changes in fair
value exceeded the forecast risk value on 3 trading days.
They exceeded the forecast risk values on January 6, 2017
and April 21, 2017 due to extreme market movements
outside the quantile used to determine value-at-risk. On
March 27, 2017, they were slightly higher than the fore-

cast risk value owing to a measurement adjustment.

As at June 30, 2017, the value-atrisk for the non-trading
portfolios was calculated at €76 million (December 31,
2016: €119 million). This decrease was also attributable
to the diminishing volatility of credit spreads.
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As at June 30, 2017, the risk capital requirement

for the technical risk of a home savings and loan com-
pany amounted to €558 million (December 31,
2016: €541 million) with an upper loss limit also of
€558 million (December 31, 2016: €600 million). A
decentralized capital buffer requirement was not calcu-
lated for the technical risk of a home savings and loan
company as at the reporting date.

The risk capital requirement for the financial year is
calculated annually on November 30 of the previous
year and, due to the nature of building society opera-
tions, remains constant throughout the financial year.
This is why the upper loss limit is deliberately set so
close to the risk capital requirement. Its utilization
does not fluctuate during the year. Full utilization of
the upper loss limit is acceptable.

As at June 30, 2017, the risk capital requirement in-
cluding the capital buffer requirement for business risk
(including reputational risk) amounted to €767 million
(December 31, 2016: €912 million). The decrease is
primarily attributable to the adjustment of cost time
series at DZ BANK to remove non-recurring items. The
upper loss limit as at the reporting date was €1,025 mil-
lion (December 31, 2016: €1,024 million). The upper
loss limit was not exceeded at any time during the first
6 months of the year.

L1l IIH.



Losses from operational risk do not follow a consistent
pattern. Instead, the overall risk profile can be seen
from the total losses incurred over the long term and is
shaped by a small number of large losses. Consequently,
comparisons between net losses in a reporting period
and those in a prior-year period are not meaningful.
Priot-year figures are therefore not disclosed. The analy-
sis of loss data is based on historical losses in the

DZ BANK Group.

Figure 34 shows the losses reported in the first half of
2017 classified by loss event category. Over the course
of time, there are regular fluctuations in the pattern of
losses as the frequency of relatively large losses in each
individual case is very low. The losses are selected on
the date on which the expense results in a cash outflow,
thus ensuring consistency with the internal reporting.

The ‘Clients, products, and business practices’ event
category accounted for the majority (83 percent) of
net losses. The net loss in the ‘Clients, products, and
business practices’ category was partly attributable to
provisions for possible legal disputes. Two loss events
resulted from changes arising from court decisions
and legal interpretation. Another loss event related to
the ending of business activities in another European
country outside Germany.

Losses did not reach a critical level relative to the
expected loss from operational risk at any point during
the reporting period.

Using the internal portfolio model, the risk capital
requirement including the capital buffer requirement

for operational risk as at June 30, 2017 was calculated
as €927 million (December 31, 2016: €892 million)
with an upper loss limit of €1,147 million (December
31, 2016: €1,152 million).

The upper loss limit and alert threshold for contribu-
tions to operational risk were not exceeded at any
time during the first 6 months of the year.



As at June 30, 2017, the overall solvency requirement
for life actuarial risk amounted to €623 million
(December 31, 2016: €574 million). The upper loss
limit was set at €1,200 million as at the reporting
date. This was the same as the figure at the end of
2016. The upper loss limit was not exceeded at any
time during the first 6 months of the year.

As at June 30, 2017, the overall solvency requirement
for health actuarial risk was measured at €151 mil-
lion (December 31, 2016: €214 million) with an
upper loss limit of €370 million (December 31, 2016:
€330 million). The risk capital requirement was below
the upper loss limit at all times during the first 6
months of 2017.

As at June 30, 2017, the overall solvency requirement
for non-life actuarial risk amounted to €2,927 mil-
lion (December 31, 2016: €2,835 million). The increase
was primarily the result of the growth in the volume
of business. The upper loss limit was set at €3,580 mil-
lion as at the balance sheet date (December 31, 2016:
€3,250 million). It was not exceeded at any time during
the reporting period.

The overall solvency requirement for the various types
of non-life actuarial risk is shown in figure 35.

In the first 6 months of 2017, the claims rate trend in
the direct non-life insurance business was unremark-
able, and there were no significant major claims.

The claims rate trend in inward reinsurance was slightly
higher than anticipated. This reflects the impact of the
lowering of the discount rate used for personal injury
claims in motor insurance in the United Kingdom
(known as the Ogden rate).

As at June 30, 2017, the total lending volume of R+V
had advanced by 2 percent to €83.7 billion (Decem-
ber 31, 2016: €81.7 billion). The expansion of the
investment portfolios was caused by the growth in
insurance business.

The volume of lending in the home finance business
totaled €9.6 billion as at June 30, 2017 (December 31,
2016: €9.5 billion). Of this amount, 91 percent was
accounted for by loans for less than 60 percent of the
value of the property, a situation that was unchanged
compared with December 31, 2016. The volume of
home finance was broken down by finance type as at
the reporting date as follows (figures as at December
31, 2016 shown in parentheses):

— Consumer home finance: €9.1 billion (€9.1 billion)
— Commercial home finance: €0.1 billion

(€0.2 billion)
— Commercial finance: €0.3 billion (€0.3 billion).

In the home finance business, the entire volume dis-
bursed is usually backed by traditional loan collateral.

The financial sector and the public sector, which are
the dominant sectors, together accounted for 72 per-
cent of the total lending volume as at June 30, 2017, as
had also been the case at the end of 2016. This lending
mainly comprised loans and advances in the form of
German and European Pfandbriefe with collateral
backed by statute. Loans and advances to the public
sector and consumer home finance (retail) highlight
the safety of this investment.

Jun. 30,
2017

1,725
1,973
20
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Figure 36 shows the sectoral breakdown of the lending
volume in the Insurance sector.

An analysis of the geographical breakdown of lending
in figure 37 reveals that Germany and other indus-
trialized countries continued to account for the lion’s
share of the lending volume as at the reporting date
— as they also did at December 31, 2016 — with a share
of 92 percent. European countries dominated within
the broadly diversified exposure in industrialized
countries.

FIG.36 - INSURANCE SECTOR: LENDING VOLUME, BY SECTOR

The high proportion of obligations in connection with
the life insurance business requires investments with
longer maturities. This is also reflected in the break-
down of residual maturities shown in figure 38. As at
June 30, 2017, 81 percent of the total lending volume
had a residual maturity of more than 5 years, a situa-
tion that was unchanged compared to the end of
2016. By contrast, just 3 percent of the total lending
volume was due to mature within one year as at the
reporting date (December 31, 2016: 4 percent). The
increase in long residual maturities was mainly the
result of investments in bonds.

The rating structure of the lending volume in the
Insurance sector is shown in figure 39. Of the total

€ billion Jun. 30,2017 Dec. 31, 2016 lending volume as at June 30, 2017, 79 percent was
Finandal sector 390 /> attributable to investment-grade borrowers (December
Public sector gl 212 31, 2016: 80 percent). This reflects the regulatory
Corporates 134 12.9
Retail 9.1 9.1
Industry conglomerates 0.6 %7 F16.39 - INSURANCE SECTOR: LENDING VOLUME,
Other - - BY RATING CLASS
Total 83.7 81.7
€ billion Jun. 30, 2017 Dec. 31, 2016
1A 22.8 23.2
1B 6.5 5.8
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BY COUNTRY GROUP % 1D 10.6 8.9
©
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< 1year 2.8 2.9 4E = -
> 1 year to <5 years 131 129 Default 0.1 0.1
> 5 years 67.8 65.9 Not rated 154 14.8
Total 83.7 81.7 Total 83.7 81.7




requirements and the safety-oriented risk strategy
of R+V. The lending volume that is not rated, which
remained unchanged at 18 percent of the total lending
volume, essentially comprised low-risk consumer home
finance for which external ratings were not available.

To rate the creditworthiness of the lending volume,
R+V uses external ratings that have received general
approval. It also applies its own expert ratings in
accordance with the provisions of Credit Rating
Agency Regulation III to validate the external credit
ratings. R+V has defined the external credit rating as
the maximum, even in cases where its own rating is
better. The ratings calculated in this way are matched
to the DZ BANK credit rating master scale using
the methodology shown in section 8.4.1. of the 2016
opportunity and risk report.

As at the reporting date, the 10 counterparties asso-
ciated with the largest lending volumes accounted for
22 percent of R+V’s total lending volume (December
31, 2016: 23 percent).

The following disclosures form part of the above analy-
ses of the entire credit portfolio. However, a separate
analysis of R+V’s exposure in credit portfolios with

Jun. 30, 2017
Portugal 4

Italy 5,540

Spain

increased risk content has been included because of its
significance for the risk position in the Insurance sector.

Figure 40 shows the borrower structure in the euro-
zone periphery countries.

As at June 30, 2017, the overall solvency requirement
for market risk amounted to €2,875 million (Decem-
ber 31, 2016: €2,802 million) with an upper loss limit
of €3,800 million (December 31, 2016: €3,540 mil-
lion). The upper loss limit was not exceeded at any time
during the first 6 months of the year.

Figure 41 shows the overall solvency requirement for
the various types of market risk.

As at June 30, 2017 the overall solvency requirement
for counterparty default risk was €58 million (Decem-
ber 31, 2016: €65 million) with an upper loss limit of
€130 million (December 31, 2016: €110 million). The
upper loss limit was not exceeded at any time during
the first 6 months of the year.

Jun. 30,
2017
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As at June 30, 2017, the overall solvency require-
ment for operational risk amounted to €543 million
(December 31, 2016: €509 million) The upper loss
limit applicable at the reporting date was set at
€650 million (December 31, 2016: €640 million).
This limit was not exceeded at any time during
the reporting period.

As at June 30, 2017, the overall solvency require-
ment for non-controlling interests in insurance com-
panies and entities in other financial sectors stood at
€116 million (December 31, 2016: €110 million) with
an upper loss limit of €140 million (December 31,
2016: €120 million). This limit was not exceeded at
any time in the first half of the year.
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Income statement

for the period January 1 to June 30, 2017

Jan. 1- Jan. 1-
€ million (Note)  Jun. 30, 2017 Jun. 30, 2016
Net interest income (5) 1,427 1,363
Allowances for losses on loans and advances (6) -396 -219
Net fee and commission income (7) 977 822
Gains and losses on trading activities (8) 304 501
Gains and losses on investments 9) 88 90
Other gains and losses on valuation of financial instruments (10) 34 -154
Premiums earned (11) 7,403 7,149
Gains and losses on investments held by insurance companies
and other insurance company gains and losses (12) 1,847 2,000
Insurance benefit payments (13) -7,543 -7,495
Insurance business operating expenses (14) -1,256 -1,193
Administrative expenses (15) -1,942 -1,703
Other net operating income (16) 54 50
Net income from the business combination with WGZ BANK -58 363
Profit before taxes 939 1,574
Income taxes (17) -451 -416
Net profit 488 1,158
Attributable to:
Shareholders of DZ BANK 430 1,066
Non-controlling interests 58 92
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Statement of comprehensive income
for the period January 1 to June 30, 2017

Jan. 1- Jan. 1-
€ million (Note)  Jun 30, 2017 Jun. 30, 2016
Net profit 488 1,158
Other comprehensive income/loss -187 -17
Items that may be reclassified to the income statement -189 205
Gains and losses on available-for-sale financial assets (18) -302 282
Gains and losses on cash flow hedges (18) 17 5
Exchange differences on currency translation of foreign operations (18) -22 -6
Gains and losses on hedges of net investments in foreign operations (18) 12 7
Share of other comprehensive income/loss of joint ventures and
associates accounted for using the equity method -9 -7
Income taxes (19) 115 -76
Items that will not be reclassified to the income statement 2 -222
Gains and losses arising from remeasurement of defined benefit plans 4 -314
Income taxes (19) -2 92
Total comprehensive income 301 1,141
Attributable to:
Shareholders of DZ BANK 258 967
Non-controlling interests 43 174
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Income statement
(quarterly breakdown)

Apr. 1- Jan. 1-
€ million Jun. 30,2017  Mar. 31, 2017
Net interest income 721 706
Allowances for losses on loans and advances -333 -63
Net fee and commission income 529 448
Gains and losses on trading activities 117 187
Gains and losses on investments 22 66
Other gains and losses on valuation of financial instruments 73 -39
Premiums earned 3,679 3,724
Gains and losses on investments held by insurance companies
and other insurance company gains and losses 626 1,221
Insurance benefit payments -3,506 -4,037
Insurance business operating expenses -555 -701
Administrative expenses -900 -1,042
Other net operating income 31 23
Net income from the business combination with WGZ BANK -31 -27
Profit before taxes 473 466
Income taxes -288 -163
Total 185 303
Attributable to:
Shareholders of DZ BANK 160 270
Non-controlling interests 25 33
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Statement of comprehensive income
(quarterly breakdown)

Apr. 1- Jan. 1-
€ million Jun. 30,2017  Mar. 31, 2017
Net profit 185 303
Other comprehensive income/loss -77 -110
Items that may be reclassified to the income statement -80 -109
Gains and losses on available-for-sale financial assets -90 -212
Gains and losses on cash flow hedges 12 5
Exchange differences on currency translation of foreign operations -26 4
Gains and losses on hedges of net investments in foreign operations 14 -2
Share of other comprehensive income/loss of joint ventures and associates
accounted for using the equity method -4 -5
Income taxes 14 101
Items that will not be reclassified to the income statement 3 -1
Gains and losses arising from remeasurement of defined benefit plans 5 -1
Income taxes -2 -
Total 108 193
Attributable to:
Shareholders of DZ BANK 87 171
Non-controlling interests 21 22
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Balance sheet as at June 30,

2017

ASSETS
€ million (Note)  Jun. 30, 2017 Dec. 31, 2016
Cash and cash equivalents (20) 12,703 8,515
Loans and advances to banks (21) 117,624 107,253
Loans and advances to customers (22) 176,048 176,532
Allowances for losses on loans and advances (23) -2,651 -2,394
Derivatives used for hedging (positive fair values) (24) 1,434 1,549
Financial assets held for trading (25) 43,851 49,279
Investments (26) 63,285 70,180
Investments held by insurance companies (27) 93,425 90,373
Property, plant and equipment, and investment property (28) 1,567 1,752
Income tax assets 1,153 1,280
Other assets (29) 5,032 4,970
Non-current assets and disposal groups classified as held for sale (30) 157 182
Fair value changes of the hedged items in portfolio hedges of interest-rate risk -270 -24
Total assets 513,358 509,447
EQUITY AND LIABILITIES
€ million (Note)  Jun. 30, 2017 Dec. 31, 2016
Deposits from banks (31) 131,565 129,280
Deposits from customers (32) 129,075 124,425
Debt certificates issued including bonds (33) 71,296 78,238
Derivatives used for hedging (negative fair values) (34) 3,310 3,874
Financial liabilities held for trading (35) 52,403 50,204
Provisions (36) 3,712 4,041
Insurance liabilities (37) 87,430 84,125
Income tax liabilities 746 780
Other liabilities (38) 6,438 6,662
Subordinated capital (39) 4,459 4,723
Liabilities included in disposal groups classified as held for sale (30) - 25
Fair value changes of the hedged items in portfolio hedges of interest-rate risk 129 180
Equity (40) 22,795 22,890
Shareholders’ equity 20,001 20,064
Subscribed capital 4,926 4,657
Capital reserve 5,551 4,904
Retained earnings 6,927 7,822
Revaluation reserve 1,270 1,448
Cash flow hedge reserve 1 -1
Currency translation reserve 48 70
Additional equity components 848 848
Unappropriated earnings 430 326
Non-controlling interests 2,794 2,826
Total equity and liabilities 513,358 509,447
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Statement of changes in equity

Subscribed Capital Equity Revalu- Cash flow  Currency Additional Share- Non- Total
capital reserve earned by ation hedge translation equity  holders’ controlling equity
the group reserve reserve reserve compo- equity  interests

€ million nents
Equity as at
Jan. 1, 2016 3,646 2,101 7,243 1,228 -7 46 750 15,007 4,722 19,729
Net profit - - 1,066 - - - - 1,066 92 1,158
Other
comprehensive
income/loss - - -194 96 4 -5 - -99 82 -17
Total
comprehensive
income/loss - - 872 96 4 -5 - 967 174 1,141
Capital increase 1,012 2,804 - - - - - 3,816 22 3,838
Changes in scope
of consolidation - - 3 - - - 98 101 -21 80
Acquisition/
disposal of
non-controlling
interests - - -246 2 - 10 - -234 -1,952 -2,186
Dividends paid - - -224 - - - - -224 -127 -351
Equity as at
Jun. 30, 2016 4,658 4,905 7,648 1,326 -3 51 848 19,433 2,818 22,251
Equity as at
Jan. 1, 2017 4,657 4,904 8,148 1,448 -1 70 848 20,064 2,826 22,890
Net profit - - 430 - - - - 430 58 488
Other
comprehensive
income/loss - - 2 -164 12 -22 - -172 -15 -187
Total
comprehensive
income/loss - - 432 -164 12 -22 - 258 43 301
Capital increase/
capital repaid 269 647 -916 - - - - - 2 2
Changes in scope
of consolidation - - 14 -14 - - - - - -
Acquisition/
disposal of
non-controlling
interests - - 1 - - - - 1 -4 -3
Dividends paid - - -322 - - - - -322 -73 -395
Equity as at
Jun. 30, 2017 4,926 5,551 7,357 1,270 1 48 848 20,001 2,794 22,795
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Jan. 1- Jan. 1-
€ million Jun. 30, 2017 Jun. 30, 2016
Net profit 488 1,158
Non-cash items included in net profit -1,659 575
Subtotal -1,171 1,733
Cash changes in assets and liabilities arising from operating activities
Loans and advances to banks and customers -10,713 -6,763
Other assets and liabilities from operating activities 2,305 45
Derivatives used for hedging (positive and negative fair values) 109 -739
Financial assets and financial liabilities held for trading 8,282 8,019
Deposits from banks and customers 7,604 -1,241
Debt certificates issued including bonds -6,760 -1,672
Interest payments, dividends, and operating lease payments received (net cash flow) 1,607 1,384
Income taxes paid -189 -160
Cash flows from operating activities 1,074 606
Cash flows from investing activities 3,464 288
Cash flows from financing activities -350 1,623
€ million 2017 2016
Cash and cash equivalents as at January 1 8,515 6,542
Cash flows from operating activities 1,074 606
Cash flows from investing activities 3,464 288
Cash flows from financing activities -350 1,623
Cash and cash equivalents as at June 30 12,703 9,059

The statement of cash flows shows the changes in cash and cash equivalents during the reporting period. Cash and
cash equivalents consist of cash on hand, balances with central banks and other government institutions, treasury
bills, and non-interest-bearing treasury notes. The cash and cash equivalents do not include any financial invest-
ments with maturities of more than 3 months at the date of acquisition. Changes in cash and cash equivalents

are broken down into operating, investing, and financing activities.

There were no cash inflows as a result of the first-time consolidation of subsidiaries (first half of 2016: cash inflow
of €236 million). There were no cash outflows as a result of the deconsolidation of subsidiaries (first half of 2016:

€2 million).



Pursuant to section 37w of the German Securities Trading Act (WpHG) in conjunction with
section 37y no. 2 WpHG, the interim consolidated financial statements of DZ BANK AG
Deutsche Zentral-Genossenschaftsbank, Frankfurt am Main, (DZ BANK) for the first
half of the 2017 financial year have been prepared in accordance with the provisions of the
International Financial Reporting Standards (IFRS), as adopted by the European Union
(EU). In particular, the requirements of IAS 34 Interim Financial Reporting have been
taken into account.

The financial statements of the entities consolidated in the DZ BANK Group have been
prepared using uniform accounting policies. The accounting policies used to prepare these
financial statements were the same as those applied in the consolidated financial statements
for the 2016 financial year.

No changes to accounting standards were applied for the first time in DZ BANK’s interim
consolidated financial statements for the first half of 2017 because the EU had not endorsed
any changes published by the International Accounting Standards Board (IASB) by the
reporting date.

The DZ BANK Group has decided against voluntary early adoption of the following new
financial reporting standards that have been endorsed by the EU:

— IFRS 9 Financial Instruments,

— IFRS 15 Revenue from Contracts with Customers.

The provisions of IFRS 9 Financial Instruments will supersede the content of IAS 39 Financial
Instruments: Recognition and Measurement. IFRS 9 includes requirements relating to the

following areas, which have been fundamentally revised: classification and measurement
of financial instruments, the impairment model for financial assets, and hedge accounting.



As a result of the classification and measurement rules in IFRS 9, financial assets need to
be reclassified. In the case of debt instruments, both the business models of the portfolios
and the characteristics of the contracted cash flows for the individual financial assets must be
taken into account for the purposes of the reclassification. The outcome of the analysis is that
financial assets can be classified as ‘measured at fair value through profit or loss’, ‘measured
at fair value through other comprehensive income’, or ‘measured at amortized cost’. If indi-
vidual financial assets are classified as ‘measured at fair value through other comprehensive
income’ or ‘measured at amortized cost, the standard also allows the reporting entity the
option of designating the financial assets concerned as ‘measured at fair value through profic
or loss’ (fair value option). The DZ BANK Group plans to use the fair value option. In
the case of equity instruments, it is mandatory to assign these instruments to the category
‘measured at fair value through profit or loss’ if the instruments concerned are held for trading.
For equity instruments not held for trading, reporting entities may optionally use the fair
value through OCI option; the DZ BANK Group plans to make general use of this option.
If the fair value through OCI option does not apply, equity instruments must be assigned
to the category ‘measured at fair value through profit or loss’.

Unlike IAS 39, IFRS 9 specifies that, as regards financial liabilities measured at fair value
through profit or loss (fair value option), any changes in such liabilities resulting from a change
in default risk must be recognized in other comprehensive income. The other requirements
relating to financial liabilities have been largely carried over from IAS 39 unchanged.

The new impairment model requirements for financial instruments result in a fundamental
change in the recognition of impairment losses because losses that are expected to occur now
have to be recognized, rather than simply losses that have been incurred. The amount at
which expected losses must be recognized depends on whether the credit risk attaching to
the financial assets has increased significantly or not since initial recognition. If there has
been a significant increase, all expected losses over the entire lifetime of the asset concerned
must be recognized from this point. Otherwise, the only losses expected over the lifetime
of the instrument that need to be recognized are those that result from possible loss events
within the next 12 months. The DZ BANK Group generally identifies whether there has
been a significant increase in credit risk by comparing the current probability of default over
the maturity of the instrument (as determined at the reporting date) with the probability of
default originally expected for the same period. This test has been extended to look at quali-
tative criteria that increase credit risk unless these criteria have already been incorporated
into the probability of default. In the case of securities, the DZ BANK Group will make use
of the exemption provided for in the standard whereby the requirement to test for a signifi-
cant increase in credit risk can be disregarded for instruments subject to low credit risk.

IFRS 9’s new hedge accounting model helps to improve presentation of internal risk manage-
ment and entails numerous disclosure requirements. The changes in IFRS 9 do not apply to
the rules on applying the portfolio fair value hedge, which continue to be governed by the



provisions of IAS 39. Under IFRS 9, the particular risk management strategy and risk man-
agement objectives must be documented at the inception of the hedging relationship, as is
currently the case. But in the future, the ratio between the hedged item and the hedging
instrument must also, as a rule, adhere to the stipulations in the risk management strategy.
If this ratio changes during a hedging relationship but the risk management objective remains
the same, the quantity of the hedged item and the quantity of the hedging instrument in the
hedging relationship must be adjusted without the latter being discontinued. Under IFRS 9,
it will no longer be possible to discontinue a hedging relationship without reason at any time.
The requirements relating to evidence of hedge effectiveness will also change. Under IFRS 9,
retrospective evidence and the effectiveness threshold have been eliminated. Evidence of
countervailing changes in fair value owing to the economic relationship between the hedged
item and the hedging instrument is provided using methods that document the relevant
features of the hedges. The method can be either a qualitative or a quantitative assessment.

The DZ BANK Group carried out simulation analyses on the reference dates of December
31, 2015, June 30, 2016, and December 31, 2016 to assess the impact of the new provisions
under IFRS 9. These analyses identified that the quantitative effects of the introduction of
IFRS 9 will depend to a large extent on market trends up to the date of initial application,
with the result that it is not yet possible to come to any definitive conclusion about the
quantitative impact on equity. However, it can be assumed at the moment that the impli-
cations will arise primarily from the new requirements relating to measurement categories.

The provisions of IFRS 9 must be applied to financial years beginning on or after January 1,
2018. They are generally required to be adopted retrospectively, although there are exemptions
regarding the restatement of comparative prior-year figures. The DZ BANK Group intends
to make use of these exemptions.

The provisions and definitions in IFRS 15 Revenue from Contracts with Customers will super-
sede the content of both IAS 18 Revenue and IAS 11 Construction Contracts. Under IFRS 15,
revenue must be recognized when control of the agreed goods or services passes to the cus-
tomer and the customer can benefit from these goods or services. In the future, the question
of how much revenue is to be recognized and at what point in time, or over what period of
time, will be answered in 5 steps. Firstly, the contract with the customer and the separate
performance obligations in the contract must be identified. Next, the transaction price for
the customer contract must be determined and allocated to the individual performance
obligations. Variable elements of the transaction price must be estimated using the expected
value method or the most likely amount approach and incorporated into the transaction
price in accordance with the requirements governing the inclusion of variable consideration.
Finally, the new model requires that revenue be recognized for each performance obligation
in an amount equaling the proportion of the transaction price allocated to the obligation as
soon as the agreed performance obligation is satisfied and/or control passes to the customer.
Specified criteria must be used to distinguish between a performance obligation being



satisfied at a point in time or over time. The new standard does not distinguish between dif-
ferent types of orders and goods/services but instead provides uniform criteria for deter-
mining whether a performance obligation is satisfied at a point in time or over time. Fur-
thermore, IFRS 15 requires additional qualitative and quantitative disclosures regarding
the nature, amount, and timing of revenue, and regarding cash flows, together with the
related uncertainties. The new provisions under IFRS 15 do not have any impact on the
recognition of income reported in connection with financial instruments in accordance

with IFRS 9 or IAS 39.

The amendments must be applied to financial years beginning on or after January 1, 2018.
IFRS 15 must be adopted using either a fully retrospective approach or a modified retrospec-
tive approach. The DZ BANK Group is not planning any early application of the standard.

IFRS 15 will be adopted using the modified retrospective application method as specified
in IFRS 15.C3(b) by recognizing the cumulative effect of initially applying the standard
at the date of initial application. In this method, IFRS 15 will be applied to new contracts
and to existing contracts that have not yet been completed on the date of initial application.
Existing contracts must be measured as if the provisions of IFRS 15 had always been applied
to these contracts.

The DZ BANK Group started a preliminary assessment of the impact of IFRS 15 in 2016
and is continuing with it this year. All group companies have started to analyze their contracts
and to implement IFRS 15 from both an accounting and a technical perspective. Following
the evaluations so far, the identified items have been judged to be either insignificant or not
affected by the new rules. Implementation of the changes will not have any material impact
on the consolidated financial statements. It is not yet possible to quantify the effects of apply-
ing the new standard for the first time.



It is necessary to make assumptions and estimates in accordance with the relevant financial
reporting standards in order to determine the carrying amounts of assets, liabilities, income,
and expenses recognized in these interim consolidated financial statements. These assumptions
and estimates are based on historical experience, planning, and expectations or forecasts
regarding future events.

Assumptions and estimates are used primarily in determining the fair value of financial
assets and financial liabilities and in identifying any impairment of financial assets. Estimates
also have a material impact on determining the impairment of goodwill or intangible assets
acquired as part of business combinations. Furthermore, assumptions and estimates affect
the measurement of insurance liabilities, provisions for employee benefits, provisions for
share-based payment transactions, provisions relating to building society operations, and
other provisions as well as the recognition and measurement of income tax assets and income
tax liabilities.

There were no material changes in the first half of 2017 apart from the deconsolidation of
DZ BANK Ireland plc, Dublin (since June 30, 2017: WGZ FINANCE plc), which is no
longer included in the scope of consolidation owing to its minor significance to the financial
position and financial performance of the DZ BANK Group.
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B Disclosures relating to the income statement and

the statement of comprehensive income

» 04

Segment

information
INFORMATION ON OPERATING SEGMENTS FOR THE PERIOD JANUARY 1 TO JUNE 30, 2017

DZ BANK BSH DG HYP
€ million
Net interest income 533 423 176
Allowances for losses on loans and advances 90 -2 14
Net fee and commission income 183 -22 5
Gains and losses on trading activities 298 - 7
Gains and losses on investments 67 15 3
Other gains and losses on valuation of financial instruments 15 -1 112
Premiums earned - - -
Gains and losses on investments held by insurance
companies and other insurance company gains and losses - - -
Insurance benefit payments - - -
Insurance business operating expenses - - -
Administrative expenses -745 -233 -72
Other net operating income 22 23 1
Net income from the business combination with WGZ BANK -58 - -
Profit/loss before taxes 405 203 246
Cost/income ratio (%) 66.6 53.2 23.7
Regulatory RORAC (%) 11.0 39.5 453
Average own funds/solvency requirement 5,403 1,026 1,088
Total assets/total equity and liabilities as at Jun 30, 2017 274,166 67,310 42,504
INFORMATION ON OPERATING SEGMENTS FOR THE PERIOD JANUARY 1 TO JUNE 30, 2016
DZ BANK BSH DG HYP

€ million
Net interest income 536 398 147
Allowances for losses on loans and advances -93 -3 4
Net fee and commission income 151 -33 17
Gains and losses on trading activities 484 - 5
Gains and losses on investments 98 2 -1
Other gains and losses on valuation of financial instruments 4 - -182
Premiums earned - - -
Gains and losses on investments held by insurance
companies and other insurance company gains and losses - - -
Insurance benefit payments - - -
Insurance business operating expenses - - -
Administrative expenses -600 -229 -73
Other net operating income 22 16 7
Net income from the business combination with WGZ BANK -139 - -
Profit/loss before taxes 463 151 -76
Cost/income ratio (%) 46.3 59.8 >100.0
Regulatory RORAC (%) 37.8 324 -13.1
Average own funds/solvency requirement 3,848 929 1,126
Total assets/total equity and liabilities as at Dec. 31, 2016 275,054 65,852 43,629
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DVB DZ PRIVAT- R+V TeamBank UMH VR LEASING WL BANK Other/ Total
BANK Consolidation

103 60 - 21 4 70 106 -259 1,427

-446 - - -34 -1 -6 -7 -4 -396

52 62 - 3 750 8 -5 -59 977

-19 7 - - - - - 1" 304

-4 - - - - 6 - 1 88

-131 5 - - 2 - 49 -17 34

- - 7,403 - - - - - 7,403

- - 1,883 - - - - -36 1,847

- - 7,543 - - - - - -7,543

- - -1,350 - - - - 94 -1,256

-103 -116 - -105 -393 -69 -54 -52 -1,942

16 -6 -4 3 - 4 1 -6 54

- - - - - - - - -58

-532 12 389 78 362 13 90 -327 939

>100.0 90.6 - 48.4 52.0 78.4 35.8 - 58.2

>100.0 8.4 - 36.8 >100.0 8.1 45.5 - -

581 295 - 425 351 314 401 - -

24,942 18,175 100,490 7,714 1,967 4,571 43,437 -71,918 513,358

DVB DZ PRIVAT- R+V TeamBank UMH VR LEASING Other/ Total
BANK Consolidation

129 70 - 204 4 74 -199 1,363

-83 - - -32 - -3 -9 -219

57 57 - 1 602 13 -43 822

-1 4 - - - - 9 501

-6 1 - - - -2 -2 90

18 1 - - -3 - 8 -154

- - 7,149 - - - - 7,149

- - 2,050 - - - -50 2,000

- - -7,495 - - - - -7,495

- - -1,269 - - - 76 -1,193

-104 -114 - -97 -358 -80 -48 -1,703

5 -29 -5 4 12 14 4 50

- - - - - - 502 363

15 -10 430 80 257 16 248 1,574

51.5 >100.0 - 46.4 58.2 80.8 - 54.4

6.5 -6.3 21.0 411 >100.0 10.1 - 26.3

607 320 4,107 401 293 325 - 11,956

27,658 17,669 97,286 7,284 2,038 4,463 -31,486 509,447
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The information on operating segments has been prepared using the management approach
in accordance with IFRS 8. Under this standard, external reporting must include segment
information that is used internally for the management of the entity and for the purposes
of quantitative reporting to the chief operating decision-makers. The DZ BANK Group’s
information on operating segments has therefore been prepared on the basis of the internal
management reporting system.

Segmentation is based on the integrated risk and capital management system, and the man-
agement units are shown separately. They consist of DZ BANK, Deutsche Genossenschafts-
Hypothekenbank AG, Hamburg, (DG HYP), TeamBank AG Niirnberg, Nuremberg, (Team-
Bank), DZ PRIVATBANK, and the BSH, DVB, R+V, UMH, and VR LEASING subgroups.
WL BANK AG Westfilische Landschaft Bodenkreditbank, Miinster, (WL BANK) has been
added to the management units for financial statements after June 30, 2016. All other compa-
nies in the DZ BANK Group, which are not required to provide regular quantitative reports
to the chief operating decision-makers, and the consolidations are reported on an aggregated
basis under Other/Consolidation. The Other/Consolidation column as at the balance sheet
date of December 31, 2016 also includes the total assets of WL BANK, which amounted to
€43,761 million.

Interest income and associated interest expenses generated by the operating segments are offset
and reported as net interest income in the information on operating segments because, from
a group perspective, the operating segments are managed solely on the basis of the net figure.

Internal reporting to the chief operating decision-makers in the DZ BANK Group is primarily
based on the generally accepted accounting and measurement principles applicable to the
DZ BANK Group.

Intragroup transactions between operating segments are carried out on an arm’s-length basis.
These transactions are reported internally using the financial reporting standards applied to
external financial reporting.

The key indicators for assessing the performance of the operating segments are profit/loss before
taxes, the cost/income ratio, and the return on risk-adjusted capital (regulatory RORAC).

The cost/income ratio shows the ratio of administrative expenses to operating income and
reflects the economic efliciency of the operating segment concerned. Operating income
includes net interest income, net fee and commission income, gains and losses on trading
activities, gains and losses on investments, other gains and losses on valuation of financial
instruments, net income from insurance business, and other net operating income.

Regulatory RORAC is a risk-adjusted performance measure. For the reporting period, it
reflected the relationship between adjusted profit before taxes (profit before taxes largely
taking into account income and capital structure effects on performance) and average own
funds for a year (determined on a quarterly basis) in accordance with the own funds/solvency
requirements for the financial conglomerate. It therefore shows the return on the regulatory
risk capital employed. Regulatory RORAC for the R+V management unit and for the

DZ BANK Group is not shown in respect of the reporting period because it was not yet
available for internal reporting purposes at the time of publication.



The consolidation-related adjustments shown under Other/Consolidation to reconcile operat-
ing segment profit/loss before taxes to consolidated profit/loss before taxes are attributable to
the elimination of intragroup transactions and to the fact that investments in joint ventures
and associates were accounted for using the equity method.

‘The adjustments to net interest income were primarily the result of the elimination of intra-
group dividend payments and profit distributions in connection with intragroup liabilities
to dormant partners and were also attributable to the early redemption of issued bonds and
commercial paper that had been acquired by entities in the DZ BANK Group other than

the issuer.

The figure under Other/Consolidation for net fee and commission income largely relates to the
fee and commission business of TeamBank and the BSH subgroup with the R+V subgroup.

The remaining adjustments are mostly also attributable to the consolidation of income and
expenses.

Also included for the prior-year period were the income from the recognition of the negative
goodwill arising on the business combination with WGZ BANK and income from the elimi-
nation of business relationships that existed before the business combination.

INTEREST INCOME AND CURRENT INCOME AND EXPENSE 3,663

Interest income from 3,649

Current income and expense from -

Income from using the equity method for 13

Income from profit-pooling, profit-transfer and partial profit-transfer agreements 1

INTEREST EXPENSE ON -2,236
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Allowances for
losses on loans
Jan. 1— Jan. 1— and advances
Jun. 30, Jun. 30,
€ million 2017 2016
Allowances for losses on loans and advances to banks 18 -15
Additions -1 -29
Reversals 13 14
Recoveries on loans and advances previously impaired 6 -
Allowances for losses on loans and advances to customers -441 -162
Additions -763 -444
Reversals 298 273
Directly recognized impairment losses -17 -20
Recoveries on loans and advances previously impaired 41 29
Other allowances for losses on loans and advances 27 -42
Change in provisions for loan commitments 16 -24
Change in other provisions for loans and advances 2 -19
Change in liabilities from financial guarantee contracts 9 1
Total -396 -219
» 07
Net fe_e a_nd
commission
Jan. 1- Jan. 1- income
Jun. 30, Jun. 30,
€ million 2017 2016
Fee and commission income 1,803 1,553
Securities business 1,360 1,142
Asset management 110 80
Payments processing including card processing 104 89
Lending business and trust activities 91 110
Financial guarantee contracts and loan commitments 26 25
International business 7 3
Building society operations 11 9
Other 94 95
Fee and commission expenses -826 =731
Securities business -493 -437
Asset management -75 -49
Payments processing including card processing -42 -46
Lending business -61 -57
Financial guarantee contracts and loan commitments -4 -2
Building society operations -45 -54
Other -106 -86
Total 977 822
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» 08
Gains and losses
on trading
Jan. 1— Jan. 1- activities
Jun. 30, Jun. 30,
€ million 2017 2016
Gains and losses on non-derivative financial instruments and embedded derivatives -61 131
Gains and losses on derivatives 224 209
Gains and losses on exchange differences 141 161
Total 304 501
» 09
Gains and losses
on investments
Jan. 1- Jan. 1-
Jun. 30, Jun. 30,
€ million 2017 2016
Gains and losses on bonds and other fixed-income securities 85 -
Disposals 83 -1
Impairment losses -3 -7
Reversals of impairment losses 5 8
Gains and losses on shares and other variable-yield securities 1 103
Disposals 1 103
Gains and losses on investments in subsidiaries - -5
Impairment losses - -5
Gains and losses on investments in joint ventures 5 -3
Impairment losses -1 -3
Reversals of impairment losses 6 -
Gains and losses on investments in associates -3 -5
Disposals 1 -
Impairment losses -4 -5
Total 88 920
» 10
Other gains and
losses on valuation
of financial
Jan. 1- Jan. 1= struments
Jun. 30, Jun. 30,
€ million 2017 2016
Gains and losses from hedge accounting -12 4
Gains and losses on derivatives used for purposes other than trading -46 12
Gains and losses on financial instruments designated as at fair value
through profit or loss 92 -170
Gains and losses on non-derivative financial instruments and embedded derivatives 100 63
Gains and losses on derivatives -8 -233
Total 34 -154

Gains and losses on derivatives used for purposes other than trading result from gains and
losses on valuation of derivatives that are used for economic hedging but are not included

in hedge accounting.
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Premiums earned
Jan. 1- Jan. 1-
Jun. 30, Jun. 30,
€ million 2017 2016
Net premiums written 8,243 7,925
Gross premiums written 8,296 7,986
Reinsurance premiums ceded -53 -61
Change in provision for unearned premiums -840 -776
Gross premiums -849 -790
Reinsurers’ share 9 14
Total 7,403 7,149
» 12
Gains and losses
on investments
held by insurance
Jan. 1- Jan. 1- companies and
Jun. 30, Jun. 30,  otherinsurance
€ million 2017 2016  company gains
. . . and losses
Income from investments held by insurance companies 2,654 2,916
Interest income and current income 1,291 1,332
Income from reversals of impairment losses and unrealized gains 22 134
Gains on valuation through profit or loss of investments held by insurance companies 559 844
Gains on disposals 782 606
Expenses in connection with investments held by insurance companies -955 -1,019
Administrative expenses -74 -62
Depreciation/amortization expense, impairment losses, and unrealized losses -446 -438
Losses on valuation through profit or loss of investments held by insurance companies -349 -273
Losses on disposals -86 -246
Other gains and losses of insurance companies 148 103
Other insurance gains and losses 159 72
Other non-insurance gains and losses -1 31
Total 1,847 2,000
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» 13
Insurance
benefit payments
Jan. 1- Jan. 1-
Jun. 30, Jun. 30,
€ million 2017 2016
Expenses for claims -4,686 -4,778
Gross expenses for claims -4,700 -4,831
Reinsurers’ share 14 53
Changes in the benefit reserve and in other insurance liabilities -2,443 -1,648
Gross changes in provisions -2,441 -1,646
Reinsurers’ share -2 -2
Expenses for premium refunds -414 -1,069
Gross expenses for premium refunds -210 -303
Expenses for deferred premium refunds -204 -766
Total -7,543 -7,495
» 14
Insurance
business
operating
Jan. 1- Jan. 1- expenses
Jun. 30, Jun. 30,
€ million 2017 2016
Gross expenses -1,264 -1,204
Reinsurers’ share 8 1
Total -1,256 -1,193
» 15
Administrative
expenses
Jan. 1- Jan. 1-
Jun. 30, Jun. 30,
€ million 2017 2016
Staff expenses -904 -827
General and administrative expenses -951 -806
Depreciation and amortization -87 -70
Total -1,942 -1,703

91
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Other net
operating
Jan. 1- Jan.1- '"come
Jun. 30, Jun. 30,
€ million 2017 2016
Other income from leasing business 1 -
Gains and losses on non-current assets and disposal groups classified as held for sale - 6
Income from the reversal of provisions and accruals 4 43
Residual other net operating income 12 1
Total 54 50
IAS 34 states that income taxes in interim financial statements are to be calculated on the » 17

basis of the best possible estimate of the weighted average tax rate for the year as a whole.

This tax rate is based on the legislation that is in force or has been adopted at the relevant

balance sheet date.

The following amounts were reclassified from other comprehensive income/loss to the income

statement in the reporting period:

Jan. 1- Jan. 1-

Jun. 30, Jun. 30,
€ million 2017 2016
Gains and losses on available-for-sale financial assets -302 282
Gains (+)/losses (-) arising during the reporting period -66 447
Gains (-)/losses (+) reclassified to the income statement -236 -165
Gains and losses on cash flow hedges 17 5
Gains (+)/losses (-) arising during the reporting period 10 2
Gains (-)/losses (+) reclassified to the income statement 7 3
Exchange differences on currency translation of foreign operations -22 -6
Gains (+)/losses (-) arising during the reporting period -22 -9
Gains (-)/losses (+) reclassified to the income statement - 3
Gains and losses on hedges of net investments in foreign operations 12 7
Gains (+)/losses (-) arising during the reporting period 16 5
Gains (-)/losses (+) reclassified to the income statement -4 2

Income taxes

» 18

Items reclassified
to the income
statement
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The table below shows the income taxes on the various components of other comprehensive

income:
Jan. 1-Jun. 30, 2017 Jan. 1-Jun. 30, 2016
Amount Income Amount Amount Income Amount
before taxes after before taxes after

€ million taxes taxes taxes taxes
Items that may be
reclassified to the
income statement -304 115 -189 281 -76 205
Gains and losses on
available-for-sale
financial assets -302 130 -172 282 -73 209
Gains and losses on
cash flow hedges 17 -5 12 5 -2 3
Exchange differences on
currency translation of
foreign operations -22 2 -20 -6 1 -5
Gains and losses on hedges
of net investments in foreign
operations 12 -12 - 7 -2 5
Share of other comprehensive
income/loss of joint ventures
and associates accounted for
using the equity method -9 - -9 -7 - -7
Items that will not be
reclassified to the
income statement 4 -2 2 -314 92 -222
Gains and losses arising from
remeasurement of defined
benefit plans 4 -2 2 -314 92 -222
Total -300 113 -187 -33 16 -17

» 19

Income taxes
relating to
components
of other
comprehensive
income
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C Balance sheet disclosures

Jun. 30, Dec. 31,

€ million 2017 2016
Cash on hand 207 205
Balances with central banks and other government institutions 12,496 8,310
of which: with Deutsche Bundesbank 2,555 3,333
Total 12,703 8,515

Repayable on demand Other loans Total
and advances

Jun. 30, Dec. 31, Jun. 30, Dec. 31, Jun. 30, Dec. 31,

€ million 2017 2016 2017 2016 2017 2016
Domestic banks 29,129 23,608 75,584 74,880 104,713 98,488
Affiliated banks 2,378 3,126 67,456 65,964 69,834 69,090
Other banks 26,751 20,482 8,128 8,916 34,879 29,398
Foreign banks 10,741 6,051 2,170 2,714 12,911 8,765
Total 39,870 29,659 77,754 77,594 117,624 107,253
Jun. 30, Dec. 31,

€ million 2017 2016
Loans and advances to domestic customers 138,641 136,344
Loans and advances to foreign customers 37,407 40,188
Total 176,048 176,532

The following table shows the breakdown of loans and advances to customers by type

of business:

Jun. 30, Dec. 31,
€ million 2017 2016
Local authority loans 22,407 23,540
Mortgage loans and other loans secured by mortgages on real estate 47,271 46,753
Loans secured by ship mortgages 1,183 1.413
Home savings loans advanced by building society 39,054 37,253
Finance leases 3,059 3,156
Money market placements 1,306 1,075
Other loans and advances 61,768 63,342
Total 176,048 176,532

» 20
Cash and cash
equivalents

» 21
Loans and
advances to
banks

» 22
Loans and
advances to
customers
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The changes in allowances for losses on loans and advances recognized under assets were

as follows:
Allowances for losses on Allowances for losses on Total
loans and advances loans and advances to
to banks customers

Specific Portfolio Specific Portfolio

loan loss loan loss loan loss loan loss

€ million allowances  allowances allowances  allowances
Balance as at Jan. 1, 2016 36 16 1,571 450 2,073
Additions 15 14 297 147 473
Utilizations -34 - -118 - -152
Reversals -14 - -209 -64 -287
Interest income - - -14 - -14
Other changes - - -17 9 -8
Balance as at Jun. 30, 2016 3 30 1,510 542 2,085
Balance as at Jan. 1, 2017 7 29 1,829 529 2,394
Additions - 1 616 147 764
Utilizations - - -125 - -125
Reversals -5 -8 -161 -137 -311
Interest income - - -20 - -20
Other changes - - -51 - -51
Balance as at Jun. 30, 2017 2 22 2,088 539 2,651

The interest income arises from unwinding the discount on impaired loans and advances as

specified in TAS 39.AG93.

Jun. 30, Dec. 31,
€ million 2017 2016
Derivatives used as fair value hedges 1,424 1,545
Interest-linked contracts 1,424 1,545
Derivatives used as cash flow hedges 5 2
Currency-linked contracts 5 2
Derivatives used for hedges of net investments in foreign operations 5 2
Currency-linked contracts 5 2
Total 1,434 1,549

» 23
Allowances for
losses on loans
and advances

» 24
Derivatives used
for hedging
(positive fair
values)
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Financial assets
held for trading
Jun. 30, Dec. 31,
€ million 2017 2016
DERIVATIVES (POSITIVE FAIR VALUES) 18,964 23,585
Interest-linked contracts 16,477 20,438
Currency-linked contracts 804 1,794
Share-/index-linked contracts 332 298
Other contracts 1,008 811
Credit derivatives 343 244
BONDS AND OTHER FIXED-INCOME SECURITIES 9,696 9,459
Money market instruments 222 172
from public-sector issuers 169 172
from other issuers 53 -
Bonds 9,474 9,287
from public-sector issuers 2,400 1,676
from other issuers 7,074 7,611
SHARES AND OTHER VARIABLE-YIELD SECURITIES 1,056 1,047
Shares 1,035 1,026
Investment fund units 16 16
Other variable-yield securities 5 5
RECEIVABLES 14,135 15,188
Money market placements 13,294 14,238
with banks 10,077 10,742
of which: with affiliated banks 982 1,181
with other banks 9,095 9,561
with customers 3,217 3,496
Promissory notes, registered bonds, and other loans and advances 841 950
with banks 489 532
of which: with other banks 489 532
with customers 352 418
Total 43,851 49,279
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Jun. 30, Dec. 31,
€ million 2017 2016
BONDS AND OTHER FIXED-INCOME SECURITIES 60,515 67,384
Money market instruments 320 366
from other issuers 320 366
Bonds 60,195 67,018
from public-sector issuers 29,376 32,144
from other issuers 30,819 34,874
SHARES AND OTHER VARIABLE-YIELD SECURITIES 1,395 1,609
Shares and other shareholdings 348 327
Investment fund units 1,040 1,274
Other variable-yield securities 7 8
INVESTMENTS IN SUBSIDIARIES 451 270
INVESTMENTS IN JOINT VENTURES 544 562
INVESTMENTS IN ASSOCIATES 380 355
Total 63,285 70,180

The carrying amount of investments in joint ventures accounted for using the equity method
totaled €541 million (December 31, 2016: €560 million). €376 million of the investments in
associates has been accounted for using the equity method (December 31, 2016: €349 million).

Jun. 30, Dec. 31,
€ million 2017 2016
Investment property 2,514 2,470
Investments in subsidiaries 637 604
Investments in joint ventures 15 16
Investments in associates 1 1
Mortgage loans 9,051 9,049
Promissory notes and loans 8,096 8,211
Registered bonds 9,366 9,338
Other loans 674 768
Variable-yield securities 8,966 8,430
Fixed-income securities 42,990 40,927
Derivatives (positive fair values) 248 360
Deposits with ceding insurers and other investments 202 188
Assets related to unit-linked contracts 10,665 10,011
Total 93,425 90,373

» 26

Investments

» 27
Investments held
by insurance
companies
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Jun. 30, Dec. 31,
€ million 2017 2016
Land and buildings 945 953
Office furniture and equipment 152 158
Assets subject to operating leases 219 388
Investment property 251 253
Total 1,567 1,752
Jun. 30, Dec. 31,
€ million 2017 2016
Other assets held by insurance companies 3,570 3,719
Goodwill 169 169
Other intangible assets 455 462
of which: software 330 326
acquired customer relationships 71 79
Other loans and advances 315 213
Residual other assets 523 407
Total 5,032 4,970
The breakdown of other assets held by insurance companies is as follows:
Jun. 30, Dec. 31,
€ million 2017 2016
Intangible assets 145 156
Reinsurance assets 221 224
Receivables 687 633
Credit balances with banks, checks and cash on hand 636 738
Residual other assets 1,881 1,968
Total 3,570 3,719

The non-current assets and disposal groups classified as held for sale include individual
non-current assets and assets from disposal groups not qualifying as discontinued opera-
tions. As at December 31, 2016, there had also been assets and liabilities of subsidiaries

to be sold within one year; these were sold in the first half of 2017.

The individual non-current assets classified as held for sale comprise a long-term equity
investment and items of property, plant and equipment. The assets from disposal groups

not qualifying as discontinued operations are investment fund units in various funds. The

long-term equity investment is measured at fair value through other comprehensive income.
The cumulative fair value gains of €123 million are reported under equity in the revalua-

tion reserve.

» 28
Property, plant
and equipment,
and investment
property

» 29

Other assets

» 30
Non-current
assets and
disposal groups
classified as
held for sale
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» 31
Deposits from
banks
Repayable on demand With agreed Total
maturity or
notice period
Jun. 30, Dec. 31, Jun. 30, Dec. 31, Jun. 30, Dec. 31,
€ million 2017 2016 2017 2016 2017 2016
Domestic banks 33,823 38,793 83,068 79,154 116,891 117,947
Affiliated banks 29,704 33,982 22,435 21,883 52,139 55,865
Other banks 4,119 4,811 60,633 57,271 64,752 62,082
Foreign banks 2,320 2,075 12,354 9,258 14,674 11,333
Total 36,143 40,868 95,422 88,412 131,565 129,280
» 32
Deposits from
customers
Jun. 30, Dec. 31,
€ million 2017 2016
DEPOSITS FROM DOMESTIC CUSTOMERS 111,611 109,677
Home savings deposits 53,358 51,905
Other deposits 58,253 57,772
Repayable on demand 15,768 13,722
With agreed maturity or notice period 42,485 44,050
DEPOSITS FROM FOREIGN CUSTOMERS 17,464 14,748
Home savings deposits 1,939 1,865
Other deposits 15,525 12,883
Repayable on demand 9,429 7,998
With agreed maturity or notice period 6,096 4,885
Total 129,075 124,425
» 33
Debt certificates
issued including
Jun. 30, Dec. 31, bonds
€ million 2017 2016
Bonds issued 52,618 52,629
Mortgage Pfandbriefe 17,535 16,792
Public-sector Pfandbriefe 2,276 3,089
Other bonds 32,807 32,748
Other debt certificates issued 18,678 25,609
Total 71,296 78,238

All other debt certificates issued are commercial paper.
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Jun. 30, Dec. 31,

€ million 2017 2016
Derivatives used as fair value hedges 3,308 3,858
Interest-linked contracts 3,308 3,858
Derivatives used as cash flow hedges 2 16
Currency-linked contracts 2 16
Total 3,310 3,874
Jun. 30, Dec. 31,

€ million 2017 2016
DERIVATIVES (NEGATIVE FAIR VALUES) 20,462 25,123
Interest-linked contracts 16,027 19,568
Currency-linked contracts 1,375 1,171
Share-/index-linked contracts 835 791
Other contracts 2,137 3,492
Credit derivatives 88 101
SHORT POSITIONS 1,862 508
BONDS ISSUED 18,800 17,465
DEPOSITS 11,279 7,108
Money market deposits 11,133 6,939
from banks 10,302 6,345
of which: from affiliated banks 1,449 1,375
from other banks 8,853 4,970

from customers 831 594
Promissory notes and registered bonds issued 146 169
to banks 120 133
of which: to affiliated banks 120 133
to customers 26 36
Total 52,403 50,204

Bonds issued mainly comprise share certificates and index-linked certificates.

» 34
Derivatives used
for hedging
(negative fair
values)

» 35
Financial
liabilities held
for trading
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» 36
Provisions
Jun. 30, Dec. 31,
€ million 2017 2016
Provisions for employee benefits 2,181 2,467
Provisions for defined benefit plans 1,819 2,058
Provisions for other long-term employee benefits 123 139
of which: for semi-retirement schemes 14 15
Provisions for termination benefits 211 232
of which: for early retirement schemes 12 15
for restructuring 169 187
Provisions for short-term employee benefits 28 38
Provisions for share-based payment transactions 37 39
Other provisions 1,494 1,535
Provisions for onerous contracts 13 10
Provisions for restructuring 13 15
Provisions for loan commitments 120 137
Other provisions for loans and advances 82 85
Provisions relating to building society operations 952 915
Residual provisions 314 373
Total 3,712 4,041
» 37
Insurance liabilities
Jun. 30, Dec. 31,
€ million 2017 2016
Provision for unearned premiums 1,963 1,119
Benefit reserve 56,992 55,167
Provision for claims outstanding 10,573 10,071
Provision for premium refunds 8,492 8,918
Other insurance liabilities 65 65
Reserve for unit-linked insurance contracts 9,345 8,785

Total 87,430 84,125
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Jun. 30, Dec. 31,
€ million 2017 2016
Other liabilities of insurance companies 4,946 4,948
Liabilities from financial guarantee contracts 110 117
Accruals 755 1,048
Other payables 177 139
Residual other liabilities 450 410
Total 6,438 6,662
The table below gives a breakdown of insurance companies” other liabilities.

Jun. 30, Dec. 31,
€ million 2017 2016
Other provisions 335 329
Payables and residual other liabilities 4,611 4,619
Total 4,946 4,948

Jun. 30, Dec. 31,
€ million 2017 2016
Subordinated liabilities 4,136 4,391
Profit-sharing rights 283 291
Other hybrid capital 19 19
Share capital repayable on demand 21 22
Total 4,459 4,723

» 38
Other liabilities

» 39
Subordinated
capital



The subscribed capital of DZ BANK consists of 1,791,344,757 registered non-par-value
shares each with an imputed value of €2.75. All shares in issue are fully paid-up. As at
December 31, 2016, DZ BANK held 93,247,143 of these shares as treasury shares, reducing
the subscribed capital by €243 million.

In the first half of 2017, the Annual General Meeting decided to retire the 93,247,143 treasury
shares held by DZ BANK without reducing the share capital. This means that the retirement
simply decreased the total number of DZ BANK shares by 93,247,143 non-par-value shares
from 1,884,591,900 non-par-value shares. Consequently, the imputed value of each remaining
non-par-value share of the share capital went up. To smooth out the imputed value per non-
par-value share at €2.75, the Annual General Meeting decided to increase the share capital
from company funds. This was done by withdrawing €26,259,141.75 from the capital reserve
and reclassifying it to the share capital. As a result, the share capital rose from a total of
€4,899,938,940.00 to €4,926,198,081.75 in the first half of 2017.

In the first half of 2017, a dividend of €0.18 per share was paid for the 2016 financial year
(first half of 2016: €0.16).
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disclosures

The following tables show the breakdown of carrying amounts and fair values of financial » 41 _
assets and financial liabilities by class (in accordance with IFRS 7) and by category of finan- :La; oo
cial instruments (in accordance with IAS 39): financial instruments
Jun. 30, 2017 Dec. 31, 2016
Carrying Fair value Carrying Fair value
€ million amount amount
FINANCIAL ASSETS MEASURED AT FAIR VALUE 162,998 162,998 172,583 172,583
Financial instruments held for trading 44,099 44,099 49,639 49,639
Financial assets held for trading 43,851 43,851 49,279 49,279
Investments held by insurance companies 248 248 360 360
Fair value option 19,911 19,911 21,300 21,300
Loans and advances to banks 2,088 2,088 2,053 2,053
Loans and advances to customers 7,083 7,083 7,564 7,564
Investments 10,094 10,094 11,013 11,013
Investments held by insurance companies 646 646 670 670
Derivatives used for hedging 1,434 1,434 1,549 1,549
Derivatives used for hedging (positive fair values) 1,434 1,434 1,549 1,549
Available-for-sale financial assets 97,554 97,554 100,095 100,095
Loans and advances to customers 21 21 22 22
Investments 45,331 45,331 50,527 50,527
Investments held by insurance companies 52,202 52,202 49,546 49,546
FINANCIAL ASSETS MEASURED AT AMORTIZED COST 325,938 333,159 312,778 322,074
Held-to-maturity investments 1,950 1,917 2,561 2,524
Investments 1,950 1,917 2,561 2,524
Loans and receivables 323,656 330,910 309,879 319,212
Cash and cash equivalents 12,496 12,496 8,310 8,310
Loans and advances to banks 115,495 116,832 105,150 107,118
Loans and advances to customers 163,287 164,912 163,464 166,070
Investments 4,736 4,867 4,919 5,031
Investments held by insurance companies 26,873 30,764 27,041 31,664
Other assets 1,039 1,039 1,019 1,019
Fair value changes of the hedged items in
portfolio hedges of interest-rate risk -270 -24
Available-for-sale financial assets 332 332 338 338
Investments 257 257 251 251
Investments held by insurance companies 75 75 87 87
FINANCE LEASES 3,047 3,118 3,138 3,226
Loans and advances to banks 17 14 14 15

Loans and advances to customers 3,030 3,104 3,124 3,211




Jun. 30, 2017

Carrying Fair value

amount
FINANCIAL LIABILITIES MEASURED AT FAIR VALUE 86,591 86,591
Financial instruments held for trading 52,456 52,456
52,403 52,403
53 53
Fair value option 30,825 30,825
5314 5314
11,070 11,070
13,820 13,820
621 621
Derivatives used for hedging 3,310 3,310
3,310 3,310
FINANCIAL LIABILITIES MEASURED AT AMORTIZED COST 307,083 309,967
126,251 127,598
118,005 119,378
57,476 57,553
1,384 1,385
3,838 4,053

129

FINANCIAL GUARANTEE CONTRACTS

AND LOAN COMMITMENTS 230 230
Financial guarantee contracts 110 110
110 110
Loan commitments 120 120
120 120

Given the complex structure of home savings contracts and the multitude of scales of rates
and charges, there is currently no suitable method for calculating the fair value of an individual
contract as at the balance sheet date. Consequently, the fair value cannot be determined
using either comparable market prices or suitable option pricing models. The fair values of
financial assets and financial liabilities resulting from building society operations are therefore
shown in simplified form at their carrying amounts. On the basis of the models used for
building society management, which comprise both collective and non-collective business
including deposits, the overall amount for building society operations during the reporting
period was positive.



The carrying amounts and fair values reported under investments held by insurance companies
relate to receivables and fixed-income securities matched as cover for long-term insurance
contract obligations as part of insurance operations. Because these instruments are normally
held over their entire maturity, interest-rate-related changes in fair value during the maturity
of the financial assets balance each other out in full. The fair values of the investments held by
insurance companies comprise both the proportion of the fair values that is attributable to the
policyholders and the proportion attributable to the shareholders of the DZ BANK Group.
The fair value attributable to the shareholders of the DZ BANK Group of investments held
by insurance companies was €27,755 million (December 31, 2016: €28,079 million), such
investments being measured at amortized cost and reported under loans and receivables.

Investments and investments held by insurance companies include shares and other variable-
yield securities and investments in subsidiaries, joint ventures, and associates measured at
cost with a total carrying amount of €328 million (December 31, 2016: €335 million).

There are no active markets for these investments, nor can their fair value be reliably deter-
mined by using a valuation technique based on assumptions that do not rely on available
observable market data. Furthermore, there are no other markets for these financial instru-

ments. The main purpose of these financial instruments is to support the business operations
of the DZ BANK Group on a permanent basis.

During the reporting period, a small volume of other shareholdings measured at cost and
investments in associates measured at cost were sold. This resulted in negligible losses on
disposal.

In the first half of 2016, shares and other variable-yield securities measured at cost, other
shareholdings measured at cost, and investments in subsidiaries and associates with a carrying
amount of €1 million had been sold. This had resulted in gains on disposal of €1 million.
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Fair value hierarchy

The fair value measurements are assigned to the levels of the fair value hierarchy as follows:

Level 1 Level 2 Level 3
Jun. 30, Dec. 31, Jun. 30, Dec. 31, Jun. 30, Dec. 31,

€ million 2017 2016 2017 2016 2017 2016
Assets 66,481 63,503 100,395 112,610 6,944 6,663
Loans and advances to banks - - 1,858 1,824 230 229
Loans and advances to customers - - 6,021 6,507 1,083 1,079
Derivatives used for hedging
(positive fair values) - - 1,434 1,549 - -
Financial assets held for trading 1,262 1,217 41,994 47,621 595 441
Investments 14,476 14,168 38,922 45,480 2,027 1,892
Investments held by insurance
companies 50,743 48,092 10,132 9,609 2,886 2,886
Non-current assets and disposal
groups classified as held for sale - 26 34 20 123 136
of which: non-recurring

measurement = 26 — - = -
Liabilities 1,192 1,170 93,835 90,865 2,128 2,393
Deposits from banks - - 5,314 5,177 - 1
Deposits from customers - - 11,070 11,544 - -
Debt certificates issued
including bonds 488 492 12,798 11,951 534 514
Derivatives used for hedging
(negative fair values) - - 3,310 3,874 - -
Financial liabilities held for trading 703 647 50,339 48,047 1,361 1,510
Financial liabilities arising from
unit-linked insurance products - - 10,564 9,909 - -
Other liabilities 1 6 37 80 15 19
Subordinated capital - - 403 283 218 349
Liabilities included in disposal
groups classified as held for sale - 25 - - - -

The investments held by insurance companies measured at fair value include assets related to
unit-linked contracts. These are offset on the equity and liabilities side of the balance sheet
by financial liabilities measured at fair value arising from unit-linked insurance products,

which consist of the reserve for unit-linked insurance contracts and liabilities from capitali-

zation transactions allocated to unit-linked life insurance.

» 42

Assets and
liabilities measured
at fair value on the
balance sheet
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Assets and liabilities held at the balance sheet date and measured at fair value on a recurring
basis were transferred as follows between Levels 1 and 2 of the fair value hierarchy:

Transfers Transfers
from Level 1 to Level 2 from Level 2 to Level 1
Jan. 1- Jan. 1-
Jun. 30, Jun. 30,
2017 2017
Assets measured at fair value 121 21
34 3
17 4
70 204
Liabilities measured at fair value 3 -
3 =

Transfers from Level 1 to Level 2 were due to quoted prices no longer being obtainable in
active markets for identical assets. Transfers from Level 2 to Level 1 were due to the availability
of quoted prices in active markets that had previously not existed.

In the DZ BANK Group, transfers between Levels 1 and 2 take place when there are changes
in the inputs that are relevant to categorization in the fair value hierarchy.



Fair value measurements within Level 2 of the fair value hierarchy either use prices available
in active markets for similar, but not identical, financial instruments or use valuation tech-
niques largely based on observable market data. If valuation techniques are used that include
a significant valuation input that is not observable in the market, the relevant fair value
measurements are categorized within Level 3 of the fair value hierarchy.

Generally, the discounted cash flow (DCF) method is used in the model-based measurement
of the fair value of financial instruments without optionalities. Modeling of the yield curves
is based on a multi-curve approach with collateral discounting. Simple products on which
options exist are measured using customary standard models in which the inputs are quoted
in active markets. For structured products on which options exist, a wide range of standard
valuation techniques are used. Valuation models are calibrated to available market prices and
validated regularly. The fair values of structured products can be measured by breaking these
products into their constituent parts, which are then measured using the valuation methods

described below.

The basis for measurement is the selection of an adequate yield curve for each specific instru-
ment. The measurement is carried out by selecting appropriate tenor-specific forward curves
for projecting variable cash flows. The nature and collateralization of the transactions deter-
mines how they are discounted using yield curves that can be adjusted on the basis of
relevant spreads.

The DZ BANK Group uses prices in active markets (provided these prices are available) for
the fair value measurement of loans and advances as well as unstructured bonds. Otherwise,
it mainly uses the DCF method. Discounting is based on yield curves that are adjusted for
liquidity-related and credit rating-related costs using spreads. Product-dependent funding
spreads are added to the yield curve for liabilities attributable to registered creditors, debt
certificates issued including bonds, and subordinated capital. Debt instruments held are
adjusted using issuer-specific spreads or spreads derived from the issuer’s internal and external
credit rating, sector, and risk category. Customer-appropriate spreads and collateralization
rates are taken into account for the measurement of loans when the DCF method is used.
If significant unobservable inputs are used for measurement and there are no indications that
the transaction price is not identical to the fair value at the time of first-time recognition
on the balance sheet, the valuation method is calibrated in such a way that the model price
at the time of acquisition corresponds to the transaction price. In exceptional cases, the
notional amount of the debt instrument in question provides the best evidence of fair value.



The fair value measurements of shares and other variable-yield securities and of long-term
equity investments accounted for in accordance with IAS 39 are determined by applying
income capitalization approaches and observing transaction prices. The best indicator of fair
value is deemed to be the transaction prices for recent transactions involving the relevant
financial instruments, provided there have been any such transactions. Otherwise, the fair
value is measured using income capitalization approaches in which future income and divi-
dends — calculated on the basis of forecasts and estimates — are discounted, taking risk
parameters into account.

The fair value measurements of investment fund units are determined using the pro rata net
asset value. This is adjusted for any outstanding performance-related remuneration entitle-
ments of fund managers; risk adjustments are also taken into account. Some long-term equity
investments in real-estate companies are also measured at net asset value. In this case, the
liabilities are subtracted from the fair values of the real estate tied up in the company and
the result is multiplied by the percentage of shareholding. The prices of units in real-estate
funds that are not managed by the DZ BANK Group are provided by the asset management
company that manages these funds. These units are measured regularly at net asset value.
Fair value measurements are also based on valuations, current values, and prices in recent
transactions.

The fair value measurement of standardized derivatives traded in liquid markets is based on
observable market prices and/or industry-standard models using observable inputs. To discount
the cash flows of derivatives, a distinction is made between non-collateralized and collateralized
transactions when using yield curves. Moreover, calculation of the model prices for products
on which options exist mostly requires the input of additional market data (e.g. volatilities,
correlations, repo rates). As far as possible, this data is derived implicitly from quoted market
prices that are available. If observable quoted market prices are not available, or only available
to a limited extent, DZ BANK uses customary interpolation and extrapolation mechanisms,
historical time series analysis, and fundamentals analysis of economic variables to generate
the required inputs. It also uses expert assessments on a small scale.

The fair value measurement of OTC derivatives applies the option in IFRS 13.48, which
enables the total net amount to be measured. In the first step, credit risk is not taken into
account. Counterparty-specific credit risk arising from derivatives is recognized after the
total net amount has been determined. Credit valuation adjustments (CVAs) are recognized
to mitigate counterparty credit risk and debt valuation adjustments (DVAs) are recognized
to mitigate the group’s own credit risk. Their measurement also takes account of collateral
and uses market-implied parameters with matching maturities or internal parameters with
matching maturities for the probability of default and loss given default.



The measurement of financial instruments also involves carrying out measurement adjust-
ments to a suitable degree. This includes, among other things, model reserves that enable
uncertainties in model selection, model parameters, and model configuration to be taken
into account. The DZ BANK Group measures financial instruments at the price at which
these financial instruments can be realized in the market. If this differs from the measurement
of the individual instruments (e.g. measurement at middle rates), the bid/ask adjustments
(close-out reserves) are determined on a net basis applying the option in IFRS 13.48. Measure-
ment takes account of the group’s funding structure.



112

DZ BANK

2017 Half-Year Financial Report

Interim consolidated financial statements

Notes

The following table shows the valuation techniques, the unobservable inputs, and the spreads
of the unobservable inputs used for the fair value measurements at Level 3 of the fair value
hierarchy as at the balance sheet date.

Class according to Assets/ Fair value Valuation Unobservable Spread of
IFRS 13 liabilities (€ million) technique inputs unobservable
inputs (%)
Loans and advances to banks Loans 230 DCF method Credit spread 04to4
419 DCF method Credit spread 0to 83
12 DCF method Internal spread 1.5t0 9.5
Loans and advances BVAL price
to customers Loans 631 DCF method adjustment -1.2to0 2.3
Receivables arising from
silent partnerships 21 DCF method Internal credit ratings 6.9
ABSs 56 DCF method Credit spread 0.7to 5.6
BVAL price
Bearer securities 237 DCF method adjustment -0.9t0 0.6
Correlation of
Equity/commodity Local volatility the risk factors
basket products 15 model considered 9.9t0 87.9
Collateralized loan Gaussian copula
Financial assets obligations 44 model Liquidity spread 0to 1.6
held for trading Syndicated loans 15 DCF method Credit spread 0to 8.3
Loans and advances to
issuers in default 6 DCF method Recovery rate -
BVAL price
Registered securities 189 DCF method adjustment -1.2to 2.3
Option in connection with
acquisition of long-term Black-Scholes
equity investments 33 model Earnings indicators -
BVAL price
607 DCF method adjustment -0.9to 0.6
Bearer securities 184 DCF method Recovery rate 61.3t0 131.4
Multiple-year
VR Circle 543 DCF method default probabilities 0to 100
Income
capitalization
18 approach Future income -
Assumptions for
measurement of
Investments Investments in subsidiaries 36 DCF method risk parameters 9.2to 14.6
Income capitaliza-
tion approach, net
479 asset value method Future income -
Assumptions for
measurement of
Other shareholdings 13 DCF method risk parameters 9.2to 14.6
Investment fund units 33 Net asset value - -
ABSs 68 DCF method Credit spread 0.7t0 5.6
Gaussian copula
Collateralized loan obligations 46 model Liquidity spread 0to 1.6
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Class according to Assets/ Fair value Valuation Unobservable Spread of
IFRS 13 liabilities (€ million) technique inputs unobservable
inputs (%)
Investments in subsidiaries,
associates, and joint ventures,
real estate funds, profit-
participation certificates,
and other long-term equity
investments 1,426 Net asset value - -
Investments in subsidiaries and
associates, other long-term Income
equity investments, and shares capitalization
in cooperative banks 361 approach Future income 6.1t0 8.9
Investments held by
insurance companies
B Prices offered by
external suppliers
321 of market prices - -
ABSs 86 DCF method Credit spread 6.0 to 6.1
Profit-participation certificates,
silent partnerships, promissory
notes, and loan commitments 238 DCF method Credit spread 5.8106.1
Prices offered by
Fixed-income securities, shares, external suppliers
and shares in cooperative banks 454 of market prices - -
Non-current assets and Income
disposal groups classified capitalization
as held for sale Other shareholdings 123 approach Future income -
Debt certificates issued Multiple-year
including bonds VR Circle 534 DCF method default probabilities 0to 100
Correlation of
Equity/commodity Local volatility the risk factors
basket products 1,352 model considered 9.9t0 87.9
Financial liabilities Gaussian copula
held for trading Basket credit-linked notes 2 model Credit correlation 55
Option in connection with
acquisition of long-term Black-Scholes
equity investments 7 model Earnings indicators -
Correlation of
Other liabilities Derivatives the risk factors
(negative fair values) 15 DCF method considered 41.8
Subordinated capital Loans 218 DCF method Credit spread 04to4
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The following table shows the valuation techniques, the unobservable inputs, and the spreads
of the unobservable inputs used for the fair value measurements at Level 3 of the fair value
hierarchy as at December 31, 2016.

Class according to Assets/ Fair value Valuation Unobservable Spread of
IFRS 13 liabilities (€ million) technique inputs unobservable
inputs (%)
Loans and advances to banks Loans 229 DCF method Credit spread 0.5to 4.5
525 DCF method Credit spread 0to 83
17 DCF method Internal spread 1.5t0 9.5
Loans and advances BVAL price
to customers Loans 515 DCF method adjustment -1.9to0 1.3
Receivables arising from
silent partnerships 22 DCF method Internal credit ratings 6.7
ABSs 58 DCF method Credit spread 0.7 to 150
BVAL price
Bearer securities 30 DCF method adjustment -0.2t0 0.6
Correlation of
Equity/commodity Local volatility the risk factors
basket products 12 model considered -14.6 t0 82.8
Financial assets
held for trading Collateralized loan Gaussian copula
obligations 3 model Liquidity spread 0
Syndicated loans 66 DCF method Credit spread 0to 8.3
Loans and advances to
issuers in default 7 DCF method Recovery rate -
BVAL price
Registered securities 265 DCF method adjustment -1.9to 1.3
BVAL price
752 DCF method adjustment -0.2t0 0.6
Bearer securities 62 DCF method Recovery rate 88.7 to 132.5
Multiple-year
VR Circle 515 DCF method default probabilities 0to 100
Income
capitalization
12 approach Future income -
Investments
Assumptions for
measurement of
Investments in subsidiaries 30 DCF method risk parameters 9.3to 14.6
Assumptions for
measurement of
Other shareholdings 311 DCF method risk parameters 9.3to 14.6
Investment fund units 44 Net asset value - -
ABSs 166 DCF method Credit spread 0.3 to 150
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Class according to Assets/ Fair value Valuation Unobservable Spread of
IFRS 13 liabilities (€ million) technique inputs unobservable
inputs (%)
Investments in subsidiaries,
associates, and joint ventures,
real estate funds, profit-
participation certificates,
and other long-term equity
investments 1,427 Net asset value - -
Investments in subsidiaries and
associates, investment fund
units, profit-participation Income
certificates, long-term equity capitalization
investments 354 approach Future income 6.1to 11.3
Investments held by Prices offered by
insurance companies external suppliers
360 of market prices - -
ABSs 86 DCF method Credit spread 6.0 to 6.1
Profit-participation certificates,
silent partnerships, promissory
notes 262 DCF method Credit spread 0to 6.1
Prices offered by
external suppliers
Fixed-income securities, shares 396 of market prices - -
Prices offered by
external suppliers
Derivatives (positive fair values) 1 of market prices - -
Non-current assets and Income
disposal groups classified capitalization
as held for sale Other shareholdings 136 approach Future income -
Deposits from banks Loans 1 DCF method Credit spread 0.5to 4.5
Debt certificates issued Multiple-year
including bonds VR Circle 514 DCF method default probabilities 0to 100
Correlation of
Equity/commodity Local volatility the risk factors
basket products 1,486 model considered -14.6 to 82.8
Financial liabilities Gaussian copula
held for trading Basket credit-linked notes 22 model Credit correlation 55 to 80
Correlation of
Products with quanto the risk factors
correlation 2 Libor market model considered 32.7to0 70
Derivatives Prices offered by
(negative fair values) external suppliers
1 of market prices - -
Other liabilities
Derivatives Correlation of
(negative fair values) the risk factors
18 DCF method considered 41.8
Subordinated capital Loans 349 DCF method Credit spread 0.5to 4.5
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Fair value measurements within Level 3 of the fair value hierarchy

The table below shows the changes in the recurring fair value measurements of assets within

Level 3 of the fair value hierarchy:

Loansand  Loans and Financial Investments Investments Non-current
advances to advancesto assets held held by  assets and
banks  customers for trading insurance disposal
companies groups
classified as
€ million held for sale
Balance as at Jan. 1, 2016 - 583 274 1,347 2,352 -
Additions (purchases) - 144 - 22 304 -
Transfers 214 283 -96 405 76 -
from Level 3 to Levels 1 and 2 - - -98 -7 -22 -
from Levels 1 and 2 to Level 3 214 283 2 412 98 -
Disposals (sales) - -16 -9 -121 -226 -
Changes resulting from
measurement at fair value - 51 -21 -24 62 -
through profit or loss - 14 -4 -2 -3 -
through other
comprehensive income - 37 -17 -22 65 -
Other changes - 27 3 772 3 -
Balance as at Jun. 30, 2016 214 1,072 151 2,401 2,571 -
Balance as at Jan. 1, 2017 229 1,079 a41 1,892 2,886 136
Additions (purchases) - 115 33 207 215 -
Transfers - - 194 210 27 -
from Level 3 to Levels 1 and 2 - - -79 -69 -87 -
from Levels 1 and 2 to Level 3 - - 273 279 114 -
Disposals (sales) - -79 -88 -278 =241 -
Changes resulting from
measurement at fair value 1 -6 16 2 -14 -13
through profit or loss 1 -6 16 3 -17 -
through other
comprehensive income - - - -1 3 -13
Other changes - -26 -1 -6 13 -
Balance as at Jun. 30, 2017 230 1,083 595 2,027 2,886 123




The table below shows the changes in the recurring fair value measurements of liabilities
within Level 3 of the fair value hierarchy:

Deposits Debt Financial Other Sub-
from banks certificates liabilities liabilities ordinated
issued held for capital
including trading
bonds

As part of the processes for fair value measurement, the DZ BANK Group reviews whether
the valuation methods used for the measurement are typical and whether the valuation inputs
used in the valuation methods are observable in the market. This review takes place at every
balance sheet date, i.e. at least every 6 months. On the basis of this review, the fair value
measurements are assigned to the levels of the fair value hierarchy. In the DZ BANK Group,
transfers between the levels generally take place as soon as there is a change in the inputs that
is relevant to categorization in the fair value hierarchy.

In each step of these processes, both the distinctive features of the particular product type and
the distinctive features of the business models of the group entities are taken into consideration.

Transfers of fair values from Levels 1 and 2 to Level 3 of the fair value hierarchy during the
reporting period are largely attributable to a revised estimate of the market observability of
the valuation inputs used in the valuation methods. Transfers from Level 3 to Levels 1 or 2
are essentially due to the availability of a price listed in an active market and to the inclusion
in the valuation method of material valuation inputs observable in the market. In this context,
the influence of unobservable inputs on the measurement of financial instruments is regularly
assessed from the perspective of sensitivity and present value (significance analysis).



The amount recognized in profit or loss resulting from the recurring fair value measurements
within Level 3 of assets and liabilities held at the balance sheet date constituted a gain of
€15 million during the reporting period (first half of 2016: loss of €25 million). The gains
or losses are included in the line items net interest income, allowances for losses on loans and
advances, gains and losses on trading activities, other gains and losses on valuation of financial
instruments, and gains and losses on investments held by insurance companies.

For the fair values of investments held by insurance companies reported within Level 3, a wors-
ening in the credit rating or a rise in the interest rate of 1 percent would lead to the recognition
of a €12 million loss in the income statement (December 31, 2016: loss of €16 million) and
a loss of €20 million under other comprehensive income/loss (December 31, 2016: loss of
€15 million). In the case of the fair values of loans and advances to customers, the same change
would lead to the recognition of a €9 million loss in the income statement (December 31,
2016: loss of €13 million) and a loss of €1 million under other comprehensive income/loss
(December 31, 2016: loss of €1 million). For the fair values of investments, there would be a
€9 million loss under other comprehensive income/loss (December 31, 2016: loss of €3 million)
and a €16 million loss in the income statement (December 31, 2016: loss of €12 million).
There would be no changes in the income statement within financial assets held for trading
as at the balance sheet date (December 31, 2016: loss of €4 million). Under equity and liabil-
ities, there would be changes within other liabilities giving rise to a loss of €1 million in profit
or loss (December 31, 2016: loss of €1 million), and changes within financial liabilities held
for trading giving rise to a gain of €2 million recognized in profit or loss. As at December 31,
2016, there would have been no changes within financial liabilities held for trading.

The fair values of bonds without liquid markets that are reported within financial assets held
for trading, investments, loans and advances to banks, and loans and advances to customers
are given an individual adjustment spread or are measured using Bloomberg Valuation Service
prices, which are observable in the market. All other things being equal, an increase in the
pertinent measurement assumptions of 1 percent would lead to the recognition of a €37 million
loss in the income statement (December 31, 2016: loss of €76 million) and a gain of €5 million
under other comprehensive income/loss (December 31, 2016: gain of €7 million). Historical
spreads are used for bonds recognized under subordinated capital whose spread components
are no longer observable in the market. All other things being equal, an increase of 1 percent
in the spread would lead to a €2 million increase in fair value that would be recognized in the
income statement (December 31, 2016: increase of €4 million).

An alternative assumption about the credit spreads used could lead to a significant change in
the fair values of some of the ABSs reported under financial assets held for trading and under
investments. All other things being equal, an increase of 1 percent would lead to the recog-
nition of a €4 million loss in the income statement (December 31, 2016: loss of €3 million)
and a loss of €1 million in other comprehensive income/loss (December 31, 2016: loss of
€1 million).

Measurement of some of the commodities reported under financial assets and financial
liabilities held for trading is based on the benchmark volatility of a comparable underlying.
All other things being equal, a 1 percent rise in volatility would lead to the recognition
of a gain of €5 million in the income statement (December 31, 2016: gain of €28 million).



An alternative assumption about the liquidity spreads used could lead to a significant change
in respect of collateralized loan obligations reported under investments and financial assets
held for trading. All other things being equal, a rise in the liquidity spread assumptions by
1 percent would lead to a €3 million decrease in the fair values of these financial assets that
would be recognized in the income statement. There would have been no changes as at

December 31, 2016.

Sensitivity analysis is used to calculate the aforementioned changes in the fair value measure-
ments. Non-performing exposures and strategically held investments in subsidiaries and
other shareholdings whose fair values are calculated using an income capitalization approach
are not included in the sensitivity analysis.

The option offered by IFRS 13.48 of measuring a net risk position for financial assets and
financial liabilities is used for portfolios whose components are recognized under the balance
sheet items loans and advances to banks, loans and advances to customers, financial assets
held for trading, investments, and financial liabilities held for trading.

Gains and losses arising on hedging instruments and hedged items that need to be recognized
in profit or loss are reported in the gains and losses from hedge accounting under other gains
and losses on valuation of financial instruments. The breakdown of gains and losses from
hedge accounting, by type of hedge, is as follows:

Jan. 1-
Jun. 30,
2017

Gains and losses on fair value hedges -3

Gains and losses on portfolio fair value hedges -9
463
-472

Gains and losses on cash flow hedges -

Selected disclosures on the nature and extent of risks arising from financial instruments
(IFRS 7.31-42) and insurance contracts (IFRS 4.38-39A) are included in the opportunity
and risk report within the interim group management report.
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The table below shows the carrying amounts and fair values of the DZ BANK Group’s » 45

. . e . . Exposures to
exposures to bonds issued by governments and public authorities in countries particularly countries
affected by the sovereign debt crisis, broken down into the categories applied to financial Pfaf”iiuhagy
. affected by
instruments under IAS 39. the sovereign

debt crisis

Jun. 30, 2017 Dec. 31, 2016

Carrying Fair value Carrying  Fair value
€ million amount amount
Portugal 638 645 679 659
Fair value option 349 349 317 317
Available-for-sale financial assets - - 69 69
Held-to-maturity investments 239 240 244 221
Loans and receivables 50 56 49 52
Italy 6,032 5,992 6,228 6,202
Financial instruments held for trading 20 20 20 20
Fair value option 1,342 1,342 1,413 1,413
Available-for-sale financial assets 4,196 4,196 4,317 4,317
Held-to-maturity investments 474 434 478 452
Spain 2,186 2,182 2,161 2,157
Financial instruments held for trading 215 215 218 218
Fair value option 1,104 1,104 1,119 1,119
Available-for-sale financial assets 675 675 631 631
Held-to-maturity investments 192 188 193 189
Total 8,856 8,819 9,068 9,018

Bonds issued by countries particularly affected by the sovereign debt crisis and held as part of

the insurance business are only recognized in the proportion attributable to the shareholders
of the DZ BANK Group.
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Fair value hierarchy

The recurring fair value measurements as measured and recognized on the balance sheet are

assigned to the levels of the fair value hierarchy as follows:

Level 1 Level 2 Level 3

Jun. 30, Dec. 31, Jun. 30, Dec. 31, Jun. 30, Dec. 31,
€ million 2017 2016 2017 2016 2017 2016
Portugal 349 317 - 69 - -
Fair value option 349 317 - - - -
Available-for-sale
financial assets - - - 69 - -
Italy 4,378 4,609 1,041 1,141 139 -
Financial instruments
held for trading - - 20 20 - -
Fair value option 1,207 1,331 79 82 56 -
Available-for-sale
financial assets 3,171 3,278 942 1,039 83 -
Spain 1,305 1,304 591 664 98 -
Financial instruments
held for trading - - 215 218 - -
Fair value option 1,011 1,069 50 50 43 -
Available-for-sale
financial assets 294 235 326 396 55 -
Total 6,032 6,230 1,632 1,874 237 -
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Impairment

No impairment losses were recognized to cover exposures in respect of the bonds from
countries particularly affected by the sovereign debt crisis (Portugal, Italy, and Spain)
because there was insufficient objective evidence of impairment.

Maturity analysis

AS AT JUNE 30, 2017

<1 month >1month >3 months > 1 year > 5 years
€ million -3 months - 1year -5 years
Portugal - - 25 101 848
Italy 27 102 344 1,780 5,380
Spain 10 1 220 450 2,651
Total 37 103 589 2,331 8,879
AS AT DECEMBER 31, 2016

< 1 month >1month >3 months > 1 year > 5 years
€ million -3 months - 1year -5 years
Portugal 20 - 28 151 859
Italy 95 100 345 1,727 5,264
Spain 5 4 120 533 2,142
Total 120 104 493 2,411 8,265

The maturity analysis shows the contractually agreed cash inflows.
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E Other disclosures

» 46
Contingent
liabilities
Jun. 30, Dec. 31,

€ million 2017 2016

Contingent liabilities in respect of litigation risk 3 2

Other contingent liabilities 11 _

Total 14 2

The contingent liabilities in respect of litigation risk comprise a small number of court pro-

ceedings relating to different cases. Where provisions have been recognized for particular

claims, no contingent liabilities are recognized.

The other contingent liabilities consist almost exclusively of irrevocable payment commit-

ments that were made after the applications to furnish collateral in partial settlement of the

annual contribution to the European bank levy for 2017 was accepted by the Single Resolution

Board (SRB).
» 47
Financial
guarantee

Jun. 30, Dec. 31, contracts

€ million 2017 2016 2ndloan
commitments

Financial guarantee contracts 7,167 7,157

Loan guarantees 3,936 3,817

Letters of credit 550 512

Other guarantees and warranties 2,681 2,828

Loan commitments 33,459 33,130

Credit facilities to banks 5,339 4,596

Credit facilities to customers 14,978 14,936

Guarantee credits 333 150

Letters of credit 1 5

Global limits 12,808 13,443

Total 40,626 40,287

The amounts shown for financial guarantee contracts and loan commitments are the nominal
values of the exposure in each case.

Trust assets and trust liabilities amounted to €1,114 million at the balance sheet date » 48
(December 31, 2016: €1,124 million). frustactivities
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DZ BANK AG acquired control (as defined by IFRS 10) over WGZ BANK AG with
effect from June 28, 2016. After control was obtained, the transaction was completed on
June 28, 2016. To simplify matters and due to the immaterial measurement differences
between June 28, 2016 and June 30, 2016, the WGZ BANK Group was consolidated for
the first time in the half-year financial report of the DZ BANK Group as at June 30, 2016
on the basis of a preliminary purchase price allocation. The purchase price allocation pursu-
ant to IFRS 3 and the related determination of the fair values of the assets acquired and
liabilities assumed was completed on June 30, 2017. There were no adjustments resulting
from completion of the purchase price allocation.

Average number of employees by employee group:

Jan. 1-
Jun. 30,
2017

Female employees 13,712
8,546

5,166

Male employees 16,572
15,633

939

A total of 1,712 employees were added as at June 30, 2016 as a result of the business combina-
tion with WGZ BANK. These are not included in the average number of employees for the
first half of 2016.



(Chief Executive Officer)
Responsibilities: Communication,
Marketing, CR; Group Audit; Legal;

Research and Economics

Responsibilities: Corporate Banking
Northern and Eastern Germany;
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Investment Promotion

(Member of the Board

of Managing Directors until June 9, 2017)
Responsibilities: Capital Markets Trading
Diisseldorf; Capital Markets Trading
Frankfurt; Capital Markets Retail Clients

(Member of the Board

of Managing Directors until June 30, 2017)
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(Member of the Board

of Managing Directors until April 30, 2017)
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(Deputy Chief Executive Officer)
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Responsibilities: Corporate Banking
Baden-Wiirtctemberg; Corporate Banking
Bavaria; Corporate Banking Central
Germany; Structured Finance
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Senior manager
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Chief Executive Officer
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President
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Dortmunder Volksbank eG

Spokesman of the
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Bausparkasse Schwibisch Hall AG

Head of the Economic Policy Division
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Employee
R+V
Rechtsschutz-Schadenregulierungs-GmbH

Chief Executive Officer
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statement

To the best of our knowledge, and in accordance with the applicable reporting principles for interim financial
reporting, the interim consolidated financial statements give a true and fair view of the assets, liabilities, finan-
cial position and profit or loss of the group in accordance with German principles of proper accounting, and
the interim group management report includes a fair review of the development and performance of the business
and the position of the group, together with a description of the material opportunities and risks associated with
the expected development of the group for the remaining months of the financial year.

Frankfurt am Main, August 22, 2017

DZ BANK AG
Deutsche Zentral-Genossenschaftsbank

The Board of Managing Directors
Kirsch Wolberg
Berghaus Dr. Brauckmann Kohler Dr. Riese

Speth Ullrich Zeidler



To DZ BANK AG Deutsche Zentral-Genossenschaftsbank, Frankfurt am Main

We have reviewed the interim condensed consolidated financial statements, comprising the condensed income
statement, the statement of comprehensive income, the balance sheet, the statement of changes in equity, the
condensed statement of cash flows, and selected explanatory notes, and the interim group management report
of DZ BANK AG Deutsche Zentral-Genossenschaftsbank, Frankfurt am Main, for the period from January 1
to June 30, 2017, which are part of the six-monthly financial report pursuant to Sec. 37w WpHG [“Wertpapier-
handelsgesetz”> German Securities Trading Act]. The preparation of the interim condensed consolidated financial
statements in accordance with IFRSs on interim financial reporting as adopted by the EU and of the interim
group management report in accordance with the requirements of the WpHG applicable to interim group
management reports is the responsibility of the Company’s management. Our responsibility is to issue a report
on the interim condensed consolidated financial statements and the interim group management report based
on our review.

We conducted our review of the interim condensed consolidated financial statements and the interim group
management report in accordance with German generally accepted standards for the review of financial
statements promulgated by the Institut der Wirtschaftspriifer [Institute of Public Auditors in Germany] (IDW).
Those standards require that we plan and perform the review to obtain a certain level of assurance in our critical
appraisal to preclude that the interim condensed consolidated financial statements are not prepared, in all material
respects, in accordance with IFRSs on interim financial reporting as adopted by the EU and that the interim
group management report is not prepared, in all material respects, in accordance with the provisions of the
WpHG applicable to interim group management reports. A review is limited primarily to making inquiries of
company personnel and applying analytical procedures and thus does not provide the assurance that we would
obtain from an audit of financial statements. In accordance with our engagement, we have not performed an
audit and, accordingly, we do not express an audit opinion.

Based on our review, nothing has come to our attention that causes us to believe that the interim condensed
consolidated financial statements are not prepared, in all material respects, in accordance with IFRSs on interim
financial reporting as adopted by the EU or that the interim group management report is not prepared, in all
material respects, in accordance with the provisions of the WpHG applicable to interim group management reports.

Eschborn/Frankfurt am Main, August 22, 2017

Ernst & Young GmbH
Wirtschaftspriifungsgesellschaft

Dr. Freiling Mai
Wirtschaftspriifer Wirtschaftspriifer
(German Public Auditor) (German Public Auditor)
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