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OVERVI EW

e CGerman savings banks are continuing to strengthen their capitalization
despite earnings pressure fromultra-low interest rates.

e They are al so benefitting from sound economc conditions in Gernmany,
leading to low credit |losses and a strong i nflow of stable retai
deposi ts.

W are affirming our ratings on nenbers of regional subgroups of savings
banks in Westphalia-Lippe, and in Hesse and Thuringia including the
central bank Landesbank Hessen-Thueri ngen, and on DekaBank Deut sche
Grozentrale

e The outl ook on DekaBank renmins positive, reflecting the potential for
stronger integration into the Gernman savi ngs banks. The outl ooks on the
other entities are stable.

FRANKFURT (S&P d obal Ratings) Aug. 19, 2016--S&P G obal Ratings today
affirmed its ratings on two regi onal subgroups of Germany's savi ngs banks
sector, including their central bank, and on DekaBank Deutsche G rozentrale
the sector's investnment product and securities services provider. The outl ooks
on these banks remai n unchanged. The affirmations follow our regular
surveillance reviews of these entities in light of the recent publication of
aggregate financial data by German regional and national savings banks
associ ati ons.

Specifically, we took the follow ng actions:
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« W affirned the 'A+/A-1'" long- and short-termcredit ratings on 68
savi ngs banks in Westphalia-Lippe (collectively Savings Banks
West phal i a- Li ppe; SW.). The outl ooks are stable.

« W affirmed the "A/A-1'" long- and short-termcredit ratings on 50 savings
banks in Hesse and Thuringia as well as their majority-owned central bank
Landesbank Hessen- Thueri ngen G rozentral (Helaba), collectively
Spar kassen- Fi nanzgr uppe Hessen- Thueri ngen (SFHT). The outl ooks are stable.

« W affirned the "A/A-1" long- and short-termcredit ratings on DekaBank
Deut sche G rozentral e (DekaBank). The outlook is positive

The affirmations refl ect that the banks' financial performance has been
largely in line with our expectations. Although the lowinterest-rate
environnent, digitalization, and denographi ¢ changes pose significant
chal | enges to their deposit-funded and branch-based busi ness nodel, the banks
are gradually adapting their network size and conmercial strategies, which
shoul d soften the inpact. Mreover, we believe that the savings banks in
aggregate should continue to slightly strengthen their already strong or very
strong capital |evels over the next 18-24 nmonths and be able to cover
normalized | osses with operating profits. This also reflects their linmted

| oan growt h and margi nal earni ngs payout requirenents. In the case of Hel aba,
the rating affirmati on also reflects our expectation that it remains an
integral part of the SFHT. In the case of DekaBank, the affirmation al so

refl ects the bank's continued strategy to further integrate with the network
of German savi ngs banks. As part of our review, we have made m nor revisions
to rating assunptions and updated the key outlook drivers (for details see the
group-specific sections bel ow).

SW., SFHT, and DekaBank are subgroups of the network of 409 i ndependent and
regional ly active savings banks in Germany. Therefore, their prospects mn ght
be affected by devel opnments at the national level. Further, in addition to
their conpany-specific factors, the outl ooks on all three subgroups reflect
our expectation that the | evel of cohesion and cooperation within the Gernan
savi ngs banks sector remains high and that the aggregate creditworthi ness of
the German network of savings banks remmins stable. For further details of our
rati ng approach for Gernan savings banks see "Credit FAQ How W Rate Gernan
Savi ngs Banks," published today on RatingsDirect.

We assess the group credit profile (GCP) of the nationw de network of German

savi ngs banks as 'a+'. This reflects our assessnent that the nationwi de sum of

regi onal savings banks subgroups is typically stronger than individua

subgroups al one. Qur assessnent benefits fromthe network banks' focus on

Germany, which we view as having the | owest econonic risk of banking systemns

gl obally. The assessnent is also supported by the banks':

e Strong capitalization, with low credit and market risks and | ow divi dend
pay-outs;

e High market shares in retail banking and I ending to small and mi dsize
conpani es;

* A high volume of stable retail funding, underpinned by a deposit market
share of 37.4% at year-end 2015; and

 Sound levels of liquid assets.
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These strengths are partly offset by:

e The sensitivity of the banks' earnings to ultra-low interest rates, given
their deposit surplus funding and a high and stable cost-to-inconme ratio
of about 69% on aggregate;

e Sizable stakes in their whol esal e-oriented and typically |ess
wel | -capitalized central institutions (Landesbanks); and

e The nore fragnented nature of their associated central product providers
and central banks conpared with the main peer, the German Cooperative
Banki ng Sector. This nakes coordination nmore difficult and limts the
sector's potential to exploit its full narket potenti al

SAVI NGS BANKS WESTPHALI A- LI PPE ( SW.)

We equal i ze our ratings on each savings bank with our view of SW's GCP at
"a+', which is neither enhanced nor constrai ned by our assessnent of the
nati onwi de sector and our viewthat SW is a highly strategi c subgroup. The
'"at+' at the regional level neans that we consider SW to be a very strong
subgroup of the Gernman Savi ngs Banks networKk.

The key strength to the ratings remains the banks' very strong aggregate

ri sk-adjusted capitalization. It is underpinned by an inproved ri sk-adj usted
capital (RAC) ratio of 16.8% at year-end 2015, after 16.6% one year earlier
The ratio might decline slightly in 2016 followi ng the banks' €150 mllion
capital injection into their regional building savings bank, LBS West.

However, we expect that the underlying capital generation will remain positive
and project that the ratio will subsequently drift upward within the
16.5% 17. 0% range over the next 18-24 nonths.

Positively, we believe the likelihood has becone nore renote that the savings
banks woul d require additional reserves beyond their existing buffer of taxed
hi dden reserves to cover their contingent exposure to Erste Abw ckl ungsanstalt
(EAA). This reflects an updated business plan by EAA which is the workout
unit for assets generated by the forner central bank, WstLB

The ratings also continue to be supported by the banks' dom cile and excl usive
focus on Germany, their highly predictabl e business volunes and hi gh regi ona
mar ket shares in retail banking, and strong access to insured retail deposits
and a sizable stock of unencunbered high-quality securities. These factors are
partly offset by the sensitivity of the banks' revenues to a sustained
lowinterest-rate environnment, and our view that their strategic effectiveness
i s weaker than that of retail banking peers in Germany.

The stable outlook reflects our view of a low Iikelihood of a nmaterial change
in Germany's econonic and banking industry risks over the next 18-24 nonths,
and our view that the network will continue to adapt to ensure that it retains
a strong franchi se and remains confortably profitable.

We could lower the ratings if profitability were to erode faster than we
currently assunme, such that it prevented the group fromcovering its
normal i zed credit |osses, or if payouts to the savings banks' public-sector
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backers were to increase substantially. These devel opnents could lead us to
revise our view of SW's capitalization, in particular if our projected RAC
ratio were to fall below 15% W could also ower the ratings if simlar
trends were to erode the earnings or capital of the nationw de network of
savi ngs banks.

An upgrade is renpte, since it would require inprovenents both at the |evel of
SW. and the nationw de network. The savings banks are targeting a stronger
contribution from fee-based businesses, such as securities sales or foreign
trade. This could enhance profitability and franchi se breadth over tine, but
we believe swift progress is unlikely. Also, the prospects for stronger

coordi nati on or consolidation of central banks and product providers are
limted.

SPARKASSEN- FI NANZGRUPPE HESSEN- THUERI NGEN ( SFHT)

We equal i ze our ratings on each savings bank in SFHT and on Hel aba with our
view of SFHT's GCP at 'a', which is neither enhanced nor constrai ned by our
assessnment of the nationw de sector and our view that SFHT is a highly
strategi c subgroup. The 'a' at the regional |evel neans that we consider SFHT
to be a strong subgroup of the German Savi ngs Banks network. The difference in
its GCP level conpared with that for SW reflects that, although SFHT is well
capitalized, we see capitalization as a particular strength of SW.

The SFHT's earni ngs performance in 2015 was stronger than we anti ci pated,
partly driven by Hel aba's whol esal e banking activities. Overall, the SFHT's
consolidated RAC ratio inproved to 13. 7% at year-end 2015 from 13. 0% one year
earlier. W anticipate that the group's capital generation will remain
positive but will slow down such that the RAC ratio remai ns between 13.5% and
14. 0% over the next 18-24 nonths.

The ratings also continue to be supported by our assunption of a continued
strong busi ness focus on Gernmany, highly predictable business volune and high
mar ket shares of the SFHT savi ngs banks, and Hel aba's prudent risk nanagemnent
and rel ati onshi p-based strategy in its whol esal e banking activities. This is
partly offset by Hel aba's sizable exposure to commercial real estate narkets,
and the sensitivity of the savings banks' revenues to a sustained
lowinterest-rate environment. W also factor in SFHT's refinancing
availability fromits large regional retail branch network, and funding
diversification courtesy of Hel aba.

W consider Hel aba to be a core nmenber of SFHT and include it in the SFHT' s
GCP. This reflects its majority ownership by, and continued integration with,

t he savi ngs banks, and that it can benefit from an additional regional reserve
fund, which was set up by Hel aba and the savings banks in the region to
support each other, if needed. Hel aba al so acts as central bank for about 40%
of all savings banks in Germany.

The stable outl ook reflects both our assunption of continued stability in
SFHT's GCP and that we are unlikely to change our view of its highly strategic
group status to the German savi ngs banks network. It also reflects our
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assunption of continued earnings stability and prudent risk profile of
Hel aba' s whol esal e banking activities, given that Hel aba contributes
approximately 40%to the group's pretax profit and capital

A downgrade would require a conbination of a weaker assessnent of the German
savi ngs banks' nationwi de network or SFHT's links with it, and of the
unsupported GCP of SFHT nenber banks. While we consider this highly unlikely,
both might occur if profitability were to erode such that it prevented the
SFHT or nationwi de savi ngs banks from covering their normalized credit |osses,
or if capitalization were to weaken below a projected RAC ratio of 10% W

nm ght al so revise downward our assessnment of SFHT's unsupported GCP if we saw
that the group was focusing nmore materially on foreign markets with higher
econom c risk. This nmight |ower the share of donestic |ending to about 70%
from78%currently. This reflects that the group's '"a-' anchor is nore exposed
to changes in the economc risk of Germany given that, through Helaba, it is
already active in markets with hi gher econonic risk.

We woul d consi der an upgrade over the next 12-24 nmonths shoul d earnings
generation continue to exceed our projections, such that the SFHT's RAC ratio
were to surpass the 15% benchnark sustai nably. However, in light of

di m ni shing earnings retention capacity conpared with projected | oan growt h,
we believe this has a |ow |ikelihood over the next 18-24 nonths.

DEKABANK DEUTSCHE G ROZENTRALE

The ratings on DekaBank benefit fromthree notches of uplift fromits 'bbb’
stand-al one credit profile (SACP). This is based on its highly strategic group
status to its 100% owners, the German savi ngs banks.

The affirnmation reflects DekaBank's strategic continuity in strengthening its
product offering and its integration with the Gernman savings banks. It al so
reflects the stable SACP

The group status is underpi nned by DekaBank's increasing strategic alignment
with the interests of the savings banks, and that DekaBank and t he German

savi ngs banks rely on each other in the production and distribution of retai
nmutual funds. In light of pressure on interest incone, the generation of

conmmi ssion incone (for exanple, fromsecurities and nmutual funds) is becom ng
nore inmportant for savings banks to stabilize their earnings. Al so, DekaBank's
strategy is to support savings banks holistically around their entire
securities investnent and advi sory production chain in |light of grow ng

regul atory and custoner requirenents.

The ' bbb' SACP reflects our assunption that DekaBank will maintain its sound
position as one of |argest asset managers in Gernany, our projection that it
wi |l maintain adequate capitalization, and that DekaBank will continue to
prudently nanage its funding and liquidity risk. This is partly offset by its
[imted presence in asset managenment outside Germany; and its bel ow average
mar ket position in conmercial banking activities with concentration in
conmer ci al segnments with generally higher risk, such as shipping. Furthernore,
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its capital ratios could underestimate its exposure to reputational and
operational risks fromasset managenent.

The outl ook is positive, reflecting the potential that we m ght reassess
DekaBank as a core menber of the group of German savings banks in the next 12
nont hs, which would | ead to a one-notch upgrade.

Such an upgrade would require a continued track record of DekaBank's strategic
initiatives enhancing its product penetration with the savings banks.
Indicators would be if the German savi ngs banks further strengthened the share
of mutual funds-related business with their retail custoners, taking into
account that 2015 was an exceptionally strong year. This would ultinmately al so
be reflected in a continued positive trend of the conm ssion i ncone earned by
t he savi ngs banks from sal es of DekaBank's products. Continued strategic
stability, a sound financial risk profile, and robust investnment perfornance
inits fund business would al so be conditions for an upgrade.

Conversely, we could consider revising the outlook to stable if we concl uded
t hat DekaBank's strategic initiatives had not borne fruit and therefore had
not materially changed its current level of integration into the Gernan

savi ngs banks sector.

RELATED CRI TERI A AND RESEARCH
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e Criteria - Financial Institutions - Banks: Bank Rating Methodol ogy And
Assunptions: Additional Loss-Absorbing Capacity - April 27, 2015
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e Criteria - Financial Institutions - Banks: Bank Hybrid Capital And
Nondef errabl e Subordi nated Debt Met hodol ogy And Assunptions - January 29,
2015
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Rati ng Banks d obal |l y: Methodol ogy And Assunptions - July 17, 2013
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Assunptions - Novenber 09, 2011

e Criteria - Financial Institutions - Banks: Banking Industry Country Ri sk
Assessnent Met hodol ogy And Assunptions - Novenber 09, 2011

e Criteria - Financial Institutions - Banks: Bank Capital Methodol ogy And
Assunptions - Decenber 06, 2010

e Criteria - Financial Institutions - Banks: Methodol ogy For Mappi ng Short -
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Rel at ed research
* How W Rate Gernan Savi ngs Banks, Aug. 19, 2016
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Ratings Affirmed

Landesbank Hessen- Thueringen G rozentrale
Wart bur g- Spar kasse

Taunus- Spar kasse

St aedti sche Sparkasse O f enbach am Main
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Nassaui sche Sparkasse

Kyf f haeuser spar kasse

Krei sspar kasse Wil burg

Kr ei sspar kasse Schwal m Eder

Kr ei sspar kasse Schl uechtern

Kr ei sspar kasse Saal f el d- Rudol st adt
Krei ssparkasse Saale-Ol a

Kr ei sspar kasse Nor dhausen

Kr ei sspar kasse Li nmburg

Kr ei sspar kasse Hi | dbur ghausen

Kr ei sspar kasse G oss- Gerau

Kr ei sspar kasse CGot ha

Kr ei sspar kasse Cel nhausen

Kr ei sspar kasse Eichsfeld

Kassel er Sparkasse

Frankfurter Sparkasse
Counterparty Credit Rating Al Stable/ A-1

*rkxxkxkxxkxk*Banks bel onging to Savi ngs Banks Westphal i a-Li ppe *******x*kxskx*
Ratings Affirmed

Her ner Sparkasse

Ver ei ni gt e Sparkasse i m Maer ki schen Kreis
Ver bundSpar kasse Ensdetten Ochtrup
St aedti sche Sparkasse zu Schwel m
St adt spar kasse Wetter (Ruhr)

St adt spar kasse Ver snol d

St adt spar kasse Sprockhoevel

St adt spar kasse Schwerte

St adt spar kasse Schnal | enberg

St adt spar kasse Rhei ne

St adt spar kasse Rahden

St adt spar kasse Porta Westfalica

St adt spar kasse Lengerich (Westfal en)
St adt spar kasse Hi | chenbach

St adt spar kasse Her decke

St adt spar kasse Haltern am See

St adt spar kasse d adbeck

St adt spar kasse Gevel sberg

St adt spar kasse Dort mund

St adt spar kasse Del brueck

St adt spar kasse Bottrop

St adt spar kasse Bochol t

St adt spar kasse Bl onber g/ Li ppe

St adt spar kasse Bad Oeynhausen
Sparkasse imKreis Herford

Spar kasse der Stadt |serlohn

Spar kasse an der Li ppe

Spar kasse Wttgenstein
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Spar kasse Soest

Spar kasse Si egen

Spar kasse Ri etberg

Spar kasse Pader bor n- Det nol d
Spar kasse O pe- Dr ol shagen- Wenden
Spar kasse Muensterl and Ost

Spar kasse M nden- Luebbecke

Spar kasse Meschede

Spar kasse Maer ki sches Sauer| and Hener - Menden
Spar kasse Luedenschei d

Spar kasse Li ppst adt

Spar kasse Lengo

Spar kasse Ki er spe- Mei ner zhagen
Spar kasse Hoext er

Spar kasse Hochsauer!| and

Spar kasse Hattingen

Spar kasse Hanm

Spar kasse Hagen

Spar kasse Guet ersl oh

Spar kasse Geseke

Spar kasse Gel senkirchen

Spar kasse Froendenberg

Spar kasse Fi nnentrop

Spar kasse Erwi tte-Anroechte
Spar kasse Ennepet al - Breckerfel d
Spar kasse Bur bach- Neunki rchen
Spar kasse Bochum

Spar kasse Biel efeld

Spar kasse Ber gkamen- Boenen

Spar kasse Beckum Wader sl oh

Spar kasse Attendorn-Lennest adt - Ki r chhundem

Spar kasse

Ar nsber g- Sunder n

Kr ei sspar kasse W edenbr ueck

Krei ssparkasse Steinfurt

Krei sspar kasse Halle (Westf.)

Krei s- und Stadtsparkasse Unna- Kanmen

Counterparty Credit Rating A+/ St abl e/ A-1

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

Integration

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neanings ascribed
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to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. standardandpoors. com for further

i nformati on. Conplete ratings information is available to subscribers of

Rati ngsDi rect at www. gl obal creditportal.comand at spcapitalig.com All

ratings affected by this rating action can be found on the S& @ obal Ratings'
public website at www. st andardandpoors.com Use the Ratings search box | ocated
in the left colum. Alternatively, call one of the follow ng S& G obal

Rati ngs nunbers: Cient Support Europe (44) 20-7176-7176; London Press Ofice

(44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225;

St ockhol m (46) 8-440-5914; or Mscow 7 (495) 783-4009.
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