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Discussion of Support Considerations 

Deutsche Bank’s debt and deposit ratings benefit from systemic support which 
Moody’s expects to be provided by the German banking system and authorities 

Deutsche Bank’s global local currency deposit ratings (GLC) of Aa1 / Prime-1 are based on its intrinsic credit 
quality, as captured by its bank financial strength rating of B (which translates into a Baseline Credit 
Assessment of Aa3, see Exhibit 14) and Moody’s judgment that the bank would be supported, if ever 
necessary, by the German banking system and authorities. As a result, the debt and deposit ratings benefit 
from a two-notch uplift from the bank’s Baseline Credit Assessment. 

Moody’s has long held the opinion that the German banking regulator would be very unlikely to ignore the 
descent of one of the large German deposit-taking financial institutions into a period of severe financial stress 
during which the full and timely repayment of its deposits and other unsubordinated financial obligations was in 
doubt. Consequently, Moody’s believes that the German authorities would take affirmative action to minimise 
the systemic consequences of a large bank failure, or to prevent such a failure altogether. 

Moody’s views Deutsche Bank as a large taker of deposits in the domestic market and as an institution which 
is of great importance to the settlement of payments and securities in Germany. In addition, the bank plays a 
prominent role in financing foreign-trade operations of German companies. Consequently, Moody’s considers 
Deutsche Bank to be of systemic importance to the German banking system and economy. Moody’s therefore 
believes that the likelihood of systemic support is very high for Deutsche Bank and takes into consideration 
Germany’s Aaa local-currency deposit ceiling (LCDC). 

In light of the size and durability of Deutsche Bank’s franchise, the conditions giving rise to the two-notch uplift 
are unlikely to change. Only if the bank were to suffer a substantial reduction in size and domestic market 
share, which we do not anticipate, could Moody’s review its judgment on the probability of systemic support 
and, thus, consider lowering Deutsche Bank’s debt and deposit ratings. 

Notching Considerations 

Deutsche Bank reported supplementary regulatory capital to the tune of €13.2 billion as at September 2007, 
including non-cumulative trust preferred securities of €5.2 billion, cumulative preferred securities of €0.9 billion 
and subordinated liabilities eligible for regulatory capital purposes of €7.2 billion 

In accordance with Moody’s general approach to rating subordinated debt and hybrid capital securities and in 
line with its notching practice, the bank’s senior and junior subordinated debt is rated one notch below its 
senior unsecured rating of Aa1 and its hybrid capital securities are rated two notches below the senior 
unsecured rating, at currently. 
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Exhibit 14: Mapping the BFSR to the Baseline Credit Assessment (BCA) 
 
The discussions of qualitative and quantitative rating drivers presented in this report form the analytical 
basis for assigning a Bank Financial Strength Rating (BFSR) of “B” to Deutsche Bank AG. 

BFSRs are Moody’s opinions on the intrinsic safety and soundness of a bank enterprise and, in effect, 
address the susceptibility of a particular institution to financial distress. 

The BFSR array of ratings is not on Moody’s traditional rating scale (Aaa, Aa, etc.). There is a useful 
method, however, for translating BFSRs to Moody’s traditional scale – the baseline credit assessment, 
which in effect measures a bank’s stand-alone default risk assuming there is no systemic or other 
external support. 

Deutsche Bank AG’s “B” BFSR maps to a baseline credit assessment of Aa3. However, considering 
external support factors, its deposit ratings are Aa1 / Prime-1. 

BFSR/Baseline Risk Assessment Mapping for Deutsche Bank AG

BFSR Baseline Credit Assessment (BCA) 
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Company Annual Statistics 

Deutsche Bank AG       

Summary Balance Sheet (EUR million) 2002 2003 2004 2005 2006 9M07

Financial Statistics       

Cash & central bank 8,979 6,636 7,579 6,571 7,009 11,808 

Due from banks 25,691 14,649 18,089 11,963 19,470 19,184 

Securities 408,210 555,217 583,033 702,186 785,922 919,788 

Gross loans 171,969 148,227 138,689 153,283 169,888 194,882 

Loan loss reserves (LLR) -4,567 -3,281 -2,345 -1,928 -1,754 -1,530 

Insurance assets 7,797 8,249 6,733 1,149 1,209 0 

Fixed assets 8,883 5,786 5,225 5,079 4,149 2,515 

Other assets 131,393 68,131 83,065 113,858 140,337 732,365 

Total assets 758,355 803,614 840,068 992,161 1,126,230 1,879,012 

Total assets (USD million)[1] 795,774 1,013,640 1,141,862 1,170,305 1,485,106 2,672,240 

Total assets (EUR million) 758,355 803,614 840,068 992,161 1,126,230 1,879,012 

              

Demand deposits 327,724 110,418 123,483 134,062 142,031 443,370 

Savings deposits[2] -- 195,736 197,313 246,725 266,751 -- 

Due to banks -- -- -- -- -- -- 

Market funds 205,731 377,355 401,194 479,684 565,753 1,160,703 

Insurance liabilities 8,557 9,071 7,935 1,940 2,012 -- 

Other liabilities 173,853 69,933 70,666 82,943 101,117 222,412 

Total liabilities 715,865 762,513 800,591 945,354 1,077,664 1,826,485 

Subordinated debt 9,396 12,899 13,573 16,871 15,758 9,079 

Shareholders' equity 29,991 28,202 25,904 29,936 32,808 42,707 

Total capital funds 42,490 41,101 39,477 46,807 48,566 52,527 

Total liabilities & capital funds 758,355 803,614 840,068 992,161 1,126,230 1,879,012 

              

Derivatives - notional amount 14,644,926 17,170,323 21,541,153 29,280,311 39,813,667 -- 

Derivatives - replacement value 319,970 283,123 324,917 390,624 378,235 -- 

Contingent liabilities 103,526 88,884 250,909 318,146 299,171 164,523 

Risk weighted assets (RWA) 232,674 215,672 216,787 251,202 275,637 311,347 

              

Assets under management (EUR million)[3] 798,000 874,000 865,000 829,000 908,000 959,000 

              

Number of employees 77,442 67,682 65,417 63,427 68,849 77,920 
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Deutsche Bank AG       

Summary Balance Sheet (EUR million) 2002 2003 2004 2005 2006 9M07

Summary Income Statement             

+Interest income 35,781 27,583 28,023 41,708 55,217 51,298 

-Interest expense 28,595 21,736 22,841 35,707 48,298 45,141 

=Net interest income 7,186 5,847 5,182 6,001 6,919 6,157 

+Trading income 4,024 5,611 6,186 7,429 8,247 6,196 

+Fee & commission income 10,834 9,332 9,506 10,089 11,544 9,089 

+Insurance income (net) -15 2 -137 0 0 0 

Dividend income and other operating 
income 4,646 788 533 1,703 1,116 2,022 

=Operating income 26,675 21,580 21,270 25,222 27,826 23,464 

-Personnel expenses 11,358 10,495 10,222 10,993 12,649 9,899 

-Other operating expenses 8,145 6,709 6,616 7,394 7,011 5,916 

= Operating funds flow 7,172 4,376 4,432 6,835 8,166 7,649 

-Amortisation/depreciation 0 0 0 0 0 0 

(Total operating expenses) 19,503 17,204 16,838 18,387 19,660 15,815 

=Preprovision income (PPI) 7,172 4,376 4,432 6,835 8,166 7,649 

-Loan Loss Provisions 2,091 1,113 372 374 330 283 

Impairment of goodwill, fixed assets and 
investments[4] -1,532 -507 -31 -349 289 -54 

+Result of subsidiaries and associates 0 0 0 0 0 0 

Non-recurring items 37 151 0 0 46 0 

=Pretax income 3,586 2,907 4,029 6,112 8,171 7,312 

-Taxes 3,189 1,542 1,557 2,583 2,185 1,772 

=Net income 397 1,365 2,472 3,529 5,986 5,540 

-Minority interests 0 0 0 0 0 19 

=Net income (group share) 397 1,365 2,472 3,529 5,986 5,521 

              

Growth Rates (%)             

Gross loans -35.51 -13.81 -6.43 10.52 10.83 19.61 

Total assets -17.41 5.97 4.54 18.1 13.51 89.1 

Customer deposits (demand and savings) -12.52 -6.58 4.78 18.7 7.35 11.28 

Net interest income -16.64 -18.63 -11.37 15.8 15.3 18.62 

Fee and commission income 1 -13.86 1.86 6.13 14.42 4.95 

Operating expenses -17.75 -11.79 -2.13 9.2 6.92 7.23 

Preprovision income 391.23 -38.98 1.28 54.22 19.47 24.86 

Net income 137.72 243.83 81.1 42.76 69.62 22.95 
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Deutsche Bank AG       

Summary Balance Sheet (EUR million) 2002 2003 2004 2005 2006 9M07

Income Statement in % Average Risk 
Weighted Assets             

Net interest income 2.7 2.61 2.4 2.56 2.63 2.75 

Trading income 1.51 2.5 2.86 3.17 3.13 2.77 

Fee and commission income 4.06 4.16 4.4 4.31 4.38 4.06 

Insurance income -0.01 0 -0.06 0 0 0 

Operating income 10.01 9.63 9.84 10.78 10.56 10.49 

Operating expenses 7.32 7.67 7.79 7.86 7.46 7.07 

Preprovision income 2.69 1.95 2.05 2.92 3.1 3.42 

Loan loss provisions 0.78 0.5 0.17 0.16 0.13 0.13 

Extraordinary profit 0.01 0.07 0 0 0.02 0 

Net income 0.15 0.61 1.14 1.51 2.27 2.48 

              

Liquidity, Funding (including sub debt) 
& Balance Sheet Composition             

Avg. liquid assets % avg. total assets 56.06 65.26 72.11 72.56 72.37 65.43 

Avg. gross loans % avg. total assets 26.16 20.5 17.46 15.94 15.26 11.31 

Avg. customer deposits % avg. total 
funding 58.83 51.15 43.78 43.5 42.28 30.54 

Avg. interbank funds % avg. total funding 0 0 0 0 0 0 

Avg. market funds (excl. interbank) % avg. 
total funding 39.44 47.05 54.37 54.61 55.98 68.87 

Avg. sub debt % avg. total funding 1.73 1.8 1.85 1.89 1.75 0.58 

Avg. liquid assets % avg. customer 
deposits 133.83 160.82 189.04 189.49 194.17 249.11 

Avg. gross loans % avg. customer deposits 62.45 50.51 45.76 41.62 40.93 43.08 

Avg. market funds reliance[5] -118.01 -143.07 -149.46 -161.28 -157.86 -60.37 

Avg. RWA % avg. total assets 31.79 28.7 26.31 25.54 24.87 18.1 

              

Breakdown of Operating Income in %             

Net interest income % operating income 26.94 27.09 24.36 23.79 24.87 26.24 

Trading income % operating income 15.09 26 29.08 29.45 29.64 26.41 

Fee & commission income % operating 
income 40.61 43.24 44.69 40 41.49 38.74 

Insurance income % operating income -0.06 0.01 -0.64 0 0 0 

Other operating income % operating 
income 17.42 3.65 2.51 6.75 4.01 8.62 
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Deutsche Bank AG       

Summary Balance Sheet (EUR million) 2002 2003 2004 2005 2006 9M07

Profitability             

Yield on avg. earning assets (%) 5.22 4.11 3.8 5.14 5.95 5.43 

Cost of interest bearing liabilities (%) 4.79 3.51 3.19 4.43 5.17 4.25 

Net interest margin (%)[6] 1.05 0.87 0.7 0.74 0.75 0.65 

Recurring earning power (Pre-prov. inc. 
[PPI] % avg. assets) 0.86 0.56 0.54 0.75 0.77 0.62 

Risk-weighted recurring earning power (PPI 
% avg. RWA) 2.69 1.95 2.05 2.92 3.10 3.42 

Post-provision income % avg. assets 0.61 0.42 0.49 0.71 0.74 0.6 

Post-provision income % avg. risk weighted 
assets 1.91 1.46 1.88 2.76 2.97 3.29 

Return on average assets (%) 0.05 0.17 0.3 0.39 0.57 0.45 

Return on avg. RWA (%) 0.15 0.61 1.14 1.51 2.27 2.48 

Post-provision income % tier 1 capital 22.75 15.09 21.68 29.5 31.99 35.95 

Return on equity (period end) (%) 1.32 4.84 9.54 11.79 18.25 17.23 

Net interest income coverage of loan loss 
provisions 3.44 5.25 13.93 16.05 20.97 21.76 

Loan Loss Provisions % preprovision 
income 29.16 25.43 8.39 5.47 4.04 3.7 

Pre-tax income % operating income 13.44 13.47 18.94 24.23 29.36 31.16 

Internal capital growth (%) -0.91 2.03 5.83 10.27 15.86 22.43 

Dividend payout ratio (%) 191.69 55.42 33.5 24.6 20.7 -- 

              

Efficiency             

Cost/income ratio (op. expenses % 
op.income)[7] 73.11 79.72 79.16 72.9 70.65 67.4 

Adjusted cost/income ratio (incl.  non-
operating items) 78.72 81.37 79.31 74.28 69.45 67.63 

Operating expenses % average assets 2.33 2.2 2.05 2.01 1.86 1.28 

Operating income / employee (EUR 
thousand) 344.45 318.84 325.14 397.65 404.16 401.41 

Operating expenses / employee (EUR 
thousand) 251.84 254.19 257.39 289.89 285.55 270.55 

PPI / employee (EUR thousand) 92.61 64.66 67.75 107.76 118.61 130.85 

              

Asset Quality and Risk Measurement             

Problem loans % gross loans 5.19 4.47 3.49 2.53 1.94 1.46 

LLR % problem loans 51.19 49.54 48.5 49.81 53.12 53.87 

LLR % gross loans 2.66 2.21 1.69 1.26 1.03 0.79 

Loan loss provisions % gross loans 1.22 0.75 0.27 0.24 0.19 0.19 

Problem loans % (shareholders' equity + 
LLR) 25.82 21.04 17.12 12.15 9.55 6.42 

Replacement value % shareholder's equity 1066.89 1003.91 1254.31 1304.86 1152.87 -- 
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Deutsche Bank AG       

Summary Balance Sheet (EUR million) 2002 2003 2004 2005 2006 9M07

Capital Adequacy (Period End)             

Tier 1 ratio (%) 9.6 10.0 8.6 8.7 8.9 8.8 

Total capital ratio (%) 12.6 13.9 13.2 13.5 12.8 12.0 

Shareholders' equity % total assets 3.95 3.51 3.08 3.02 2.91 2.27 

Equity participations % shareholders' 
equity 35.9 30.39 30.64 24.66 16.33 6.54 

[1] Historical exchange rates are applied accordingly for USD and EUR figures.  
[2] Full disclosure may not be available for all years. The amount is then included in demand deposits. 
[3] As reported by the bank. 
[4] Includes goodwill amortisation (pre-IFRS). 
[5] Avg. [(market funds-liquid assets) % (earning assets-liquid assets)]. 
[6] Although not part of net interest income calculation, the NIM includes dividend income. 
[7] Cost/income ratio excludes goodwill amortisation, which is included together with net non-operating income in the adjusted cost/income ratio. 
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Moody’s Related Research 

Banking Statistical Supplement: 
 Germany, October 2007 (105590) 

Rating Methodologies: 
 Guidelines for Rating Bank Junior Securities, April 2007 (102726) 

 Incorporation of Joint-Default Analysis into Moody's Bank Ratings: A Refined Methodology, March 2007 
(102639) 

 Bank Financial Strength Ratings: Global Methodology, February 2007 (102151) 

To access any of these reports, click on the entry above. Note that these references are current as of the date of publication 
of this report and that more recent reports may be available. All research may not be available to all clients. 
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