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Research Update:

Outlook On Germany-Based DVB Bank Revised
To Stable On Improving Risk Profile; Ratings
Affirmed At 'A/A-1'

Overview

* In our view, DVB Bank SE has denonstrated good resilience over the past
two years despite uncertainties in global transport markets, and its risk
profile has strengthened, thanks to better-than-expected profitability.

* W continue to include a four-notch uplift in our assessnent of DVB's
stand-al one credit profile, reflecting our expectation of ongoi ng support
for DVB fromits 95% owner DZ BANK AG and fromthe Gernman cooperative
banki ng sector.

e W are revising our outlook on DVB to stable fromnegative and affirn ng
the " A/A-1'" ratings.

e The stable outl ook reflects our expectation that DVB will be able to cope
with continually challenging international transport markets and naintain
sufficient profitability to absorb still sizable credit |osses.

Rating Action

On March 30, 2011, Standard & Poor's Ratings Services revised its outlook on
Ger many-based DVB Bank SE to stable from negative. At the same tine, the "A
long-termand 'A-1' short-termcounterparty credit ratings on DVB were

af firmed.

Rationale

The outl ook revision reflects DVB's track record of sound operating
performance before and after risk provisions, despite the difficult operating
envi ronnent over the past two years. The rating action also stens from our
view that uncertainties about the sustainability of the recovery of gl obal
transport markets should weigh less on profitability in com ng years than we
had previously anticipated. DVB's risk profile has strengthened as a result of
reduced asset-quality concerns and significant earnings retentions. This is
reflected in the inproved risk-adjusted-capital (RAC) ratio of 5.4% which
remains relatively weak conpared with international peers', however.

The ratings are based on our expectation that DVB will receive ongoing
explicit and inplicit ownership support fromits 95% owner, DZ BANK AG

Deut sche Zentral - Genossenschaftsbank (Dz; A+/ Stable/A-1), and the German
cooperative banking sector. Qur view of DVB as a strategically inportant
subsidiary to DZ, conbined with DVB's nenbership of the cooperative sector's
protection schene and close integration into DZ regardi ng fundi ng and
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liquidity, grant the rating a four-notch uplift above our assessnent of DVB's
st and- al one strength.

The ratings also reflect DVB's solid expertise and franchise in internationa
transport finance and sound risk managenent. The ratings are constrai ned by
DVB' s nonol i ne whol esal e banki ng busi ness nodel, which nakes it |ess
strategically inportant to the mainly retail-oriented cooperative banks. The
one-notch differential between the ratings on DVB and those on core nenbers of
t he cooperative sector reflects DVB's |inmited business integration into sector
activities. In addition, we regard DVB' s capitalization and linited financial
flexibility as an only noderate buffer against considerable credit risk from
very cyclical transport markets.

G ven the severity of the global recession, which was disproportionately felt
i n shipping and avi ation markets, DVB' s operating performance has shown
resilience over the past two years, exceeding many peers' and our
expectations. Due to good cost efficiency, reflected in a stable
cost-to-incone ratio of 53% DVB has been able to address rising nonperformng
| oans and the resulting risk provisioning needs. In our opinion, this also
reflects DVB's | ess aggressive underwiting approach, sound collateral and
covenant nmanagenent, and good | ending portfolio diversity. DVB's ability to
rai se net margins on declining new business volumes during the crisis

hi ghlights its sound transport finance franchise. In the com ng years, we
expect further small inprovenents in profitability before risk. However,
intensifying conpetition in transport markets and rel atively | ow new busi ness
[ evel s might increasingly exert nargin pressure.

In view of our assunption of continually challenging conditions for

i nternational trade, we believe that risk costs in 2011 and 2012 ni ght surpass
t hose of 2009 and 2010, constraining DVB's earnings retention capacity. In our
vi ew, problenms such as sizable order backlogs in some shipping and aviation
segnents and rel ated pressure on charter rates will remain in the near to
mediumterm Nevertheless, we estimate that DVB's capital would only slightly
erode if risk provisioning needs were to rise to about 90 basis points in a
stress scenario.

DVB' s significantly expandi ng | nvestnent Managenent divi sion poses the hi ghest
ri sks under weak conditions, in our opinion. This is because its exposures
carry lower collateral and higher |everage, with a relatively short investnent
hori zon. The still low portfolio | evel of about €700 million and fairly
granul ar exposures mtigate our concerns about sizable inpairnents |osses,
however .

The RAC ratio of 5.4% (4.9% after a net concentration adjustment) at year-end
2010 highlights our assessnment of DVB's only noderate capital strength.
Despite significant inprovenents over the past two years through retained
earnings, the ratio conpares unfavorably with an average of 7% (8% after

di versification at mdyear 2010) for a sanple of 75 global banks. W regard
DVB's financial flexibility as |imted in the mediumterm because we do not
expect DZ to support DVB' s business growth with capital injections, but rather
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to focus its resources on the core retail banking activities of the
cooperative sector. Support fromDZ, in terns of funding and liquidity, has

i ncreased since the capital narket dislocation, and DVB depends on its parent
to a very large extent, in our view

Outlook

The stable outlook reflects our expectation that DVB will be able to cope with
continually challenging international transport markets and maintain
sufficient profitability to absorb still sizable credit |osses. The outl ook

al so reflects our expectation that DVB will benefit from ongoing explicit and
inmplicit ownership support fromDZ. W believe that, at least in the nedium
term the owners will remain committed to DVB in case of need, despite our

| onger-term concerns about DVB's strategic inportance for the cooperative
banki ng sector.

Rating inplications could be negative if the operating environnent were to
deteriorate over a prolonged period and credit risk costs rise substantially
beyond our forecast of €200 mllion over the next two years. These factors,
anong ot hers, could hanper DVB s stand-al one strength. The ratings could al so
be lowered if DVB's strategic inportance for the cooperative banking sector

| essened and DZ considered a divestnent of its stake in DVB

We nmight consider a positive rating action if the aggregate strength of the
German cooperative banking sector were to increase and DVB's profitability and
capitalization were stronger than we expect. An increase in DVB' s
still-npderate capitalization by DZ would denonstrate DZ's | onger-term
conmmtnent to DVB and we woul d regard it as a stabilizing rating factor.

Related Criteria And Research

» Despite Significant Progress, Capital Is Still A Rating Wakness For
Large d obal Banks, Jan. 18, 2011

e Credit Stress Testing For Financial Institutions, April 29, 2009

 FI Criteria: Bank Rating Anal ysis Methodol ogy Profile, March 18, 2004

Ratings List
Ratings Affirned; CreditWtch/Qutlook Action

To From
DVB Bank SE
Counterparty Credit Rating Al Stable/ A1 Al Negativel/ A-1
Seni or Unsecured A A
Subor di nat ed BBB+ BBB+
Conmrer ci al Paper A1 A1
Certificate OF Deposit A A1 A A1

Additional Contact:
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Financial Institutions Ratings Europe;FIG_Europe@standardandpoors.com

Conplete ratings information is available to subscribers of RatingsDirect on
the A obal Credit Portal at www. gl obalcreditportal.com Al ratings affected
by this rating action can be found on Standard & Poor's public Wb site at
www. st andar dandpoors. com Use the Ratings search box |ocated in the |eft
colum. Alternatively, call one of the follow ng Standard & Poor's nunbers:
Cient Support Europe (44) 20-7176-7176; London Press O fice (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Mscow (7) 495-783-4011.
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