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Overview

The following information is compiled in terms of the requirements of the Central Bank of the U.A.E.
as per Notice No. CBUAE/BSD/N/2020/66 dated 6 January 2020. This notice requires bank to
implement the "Standards for Capital Adequacy of Banks in the UAE, December 2020".

Banks are obliged to report certain qualitative and quantitative information with regards to their risk
profile and capital adequacy on a regular basis to the public, which incorporates the revised Basel Ill
Pillar 3 requirements on market discipline.

Reporting framework

The information disclosed in this report is based on the definitions, calculation methodologies and
measurements as defined by the Amended Regulations. All tables, diagrams, quantitative information
and commentary in this risk and capital management report are unaudited unless otherwise noted.

References to fixed format templates as required under the revised Pillar 3 disclosure requirements
are made throughout this document and highlighted in the relevant sections.

Period of reporting

This report is in respect of the year ended 31 December 2022, including comparative information
(where applicable).

Group Disclosures

The Group employs a predominantly centralized approach to risk management. As such, DB AG Abu
Dhabi Branch's approach to risk management follows group policies and procedures as a minimum
standard. Where local requirements differ from group's, a local policy/procedure is formulated and
adopted. This report should thus be read in conjunction with the group's Management Report, Annual
Report and Pillar 3 disclosures.

All Deutsche Bank AG Reports are accessible at following link: https://investor-relations.db.com/

Where appropriate this document provides links to the Deutsche Bank AG reports for the year ended
December 31, 2022 which can also be found directly at following links:

Pillar 3 Report: https://investor-relations.db.com/reports-and-events/regulatory-reporting/

Annual Financial Statements: https://investor-relations.db.com/reports-and-events/annual-reports/
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Deutsche Bank Group: Our Organization

Headquartered in Frankfurt am Main, Germany, we are the largest bank in Germany and one of the
largest financial institutions in Europe and the world, as measured by total assets of €1,337 billion as
of December 31, 2022. As of that date, we employed 84,930 full-time equivalent internal employees
and operated in 58 countries out of 1,536 branches worldwide, of which 66% were in Germany. We
offer a wide variety of investment, financial and related products and services to private individuals,
corporate entities, and institutional clients around the world.

Full year 2022 profit was €5.7 billion, with Profit before tax of €5.6 billion, versus €2.5 billion, and a
profit before tax of €3.4 billion, in 2021. Net revenues were €27.2 billion, up by 7.1%, in 2022.

As of December 31, 2022, we were organized into the following four business divisions:

— Corporate Bank (CB)

— Investment Bank (IB)

— Private Bank (PB)

— Asset Management (AM)

— Capital Release Unit (CRU)
— Corporate & Other

These four divisions are supported by infrastructure functions. Deutsche Bank has a local and regional
organizational layer to facilitate a consistent implementation of global strategies.

Deutsche Bank: Abu Dhabi Branch
History

Deutsche Bank AG, Abu Dhabi Branch is a branch of Deutsche Bank AG (“Head office”), located at
Taunusanlage 12, 60325 Frankfurt AM Main, Germany.

Deutsche Bank AG, Abu Dhabi Branch (“the Branch”) was registered with the Department of
Economic Development (“DED”) as a Branch of a Foreign Bank in the Emirate of Abu Dhabi. The
Branch began operations on December 8, 2009 after obtaining the license to conduct Wholesale
Banking Business from the Central Bank of the United Arab Emirates (“CBUAE”) on September 15,
20009.

The principal activity of the Branch is to offer Trade Financing solutions, Cash Management Services,
Accepting Deposits and Lending to Customers.

The principal office of the Branch is located at:
Level 1, East Tower, Trade Centre,

Al Zahiya, Abu Dhabi Mall.

PO Box 135056,

Abu Dhabi, United Arab Emirates (“UAE’).
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Branch Management
The key members of the Branch management during the year and up to the date of this report are:

e Oliver Funck, Branch Manager

e Muhammad Azhar Igbal, Head of Finance

e Ramesh Gopal, CRO

e Hazzaa Abdulla Mohamed Alhammadi, Head of Compliance and AFC

Supported by:

e Riaan Visser, MEA CFO & COO, UAE & Qatar COO
¢ Omer Rahi, Head of Local Coverage

¢ Marco Gaggino, COO Corporate Bank MEA

e Yaser Altorairi, Treasurer

¢ Usman Khan, Head of Operations

e Marie Pearson, HR

e Tarig Qayyum, Product Management

o P.G. Matthew, Client Implementation
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In terms of the requirements of the Banks Act and Regulations relating to Banks, the financial results
presented below have been prepared in accordance with International Financial Reporting Standards
(“IFRS”) issued from time-to-time, with additional disclosures where required.

Branches of Foreign Banks operating in the UAE are not required to publish Annual Financial
Statements in English, however, Annual Audited results are published in local new papers in Arabic.
The information provided below is required in terms of Pillar 3 disclosure requirement.

Statement of Financial Position

The statement of Financial Position reflects what the branch owns, owes and the equity that is

attributable to shareholders as at 31 December 2022.

Dec 2022 Dec 2021
Assets AED'000 AED'000
(Restated)
Balances with UAE Central Bank 838,509 729,817
Due from Banks 1,537,072 1,644,871
Positive fair value of derivatives 7 382
Loans and advances to customers 114,249 637,418
Prepayments and other receivables 20,004 17,653
Customers’ indebtedness for acceptances 281 3,386
Property and equipment 1,166 1,646
Right of use asset 655 1,038
Total Assets 2,511,943 3,036,211
Liabilities
Due to Customers 1,029,624 1,104,191
Due to Banks 960,427 1,587,248
Other liabilities 46,733 68,378
Provisions for End of Service Benefits 2,469 2,667
Liabilities under acceptances 281 3,431
Lease Liability 469 824
Tax Liability 7,444 -
Total Liabilities 2,047,447 2,766,739
Equity
Total equity attributable to equity holders 464,496 269,472
Dotation capital 434,100 246,100
Legal reserve 5,988 5,320
Actuarial loss on retirement benefit schemes (345) (684)
Retained earnings 1,313 (10,067)
General Reserves 23,440 28,803
Preference shareholders and minority shareholders equity - -
Total Equity 464,496 269,472
Total Equity and Liabilities 2,511,943 3,036,211
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The income statement reflects the revenue generated by the Branch as well as the costs incurred in

generating that revenue for the year ended 31 December 2022.

Dec 2022 Dec 2021
AED'000 AED'000

(Restated)
Net Interest Income 20,592 804
Net fee and commission income 23,052 20,087
Fair value change in derivatives (375) (1,073)
Other income 5,486 7,391
Operating Income 48,755 27,209
Operating Expenses 34,994 30,899
(Loss)/Profit before income tax 13,761 (3,690)
NET IMPAIRMENT CHARGE (369) (1,252)
Income tax 7,444 -
(Loss)/Profit for the year 6,686 (2,438)
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Capital Adequacy (KM1)

The Branch’s objectives when managing capital, which is a broader concept than the ‘equity’ on the
face of the statement of financial position are:

¢ To comply with the capital requirements set by the Central Bank of U.A.E.,

e To safeguard the Branch'’s ability to continue as a going concern and increase the returns for
the shareholders, and

¢ To maintain a strong capital base to support the development of its business.

The Branch’s regulatory capital is analyzed into two tiers:

e Tier 1 capital, which includes share capital, reserves, retained earnings and other regulatory
adjustments relating to items that are included in equity but are treated differently for capital
adequacy calculation purposes.

e Tier 2 capital, which includes collective impairment allowance and fair value reserves relating
to unrealized gains/losses on investments classified as available for sale. Various limits are
applied to elements of the capital base:

e CET1 must be at least 7.0% of risk weighted assets (RWA),

e Tier 1 Capital must be at least 8.5% of risk weighted assets, and

e Total Capital, calculated as the sum of Tier 1 and Tier 2 Capital, must be at least
10.5% of RWAs.

The assets of the Branch are risk weighted as to their relative Credit, Market, and Operational risk.
Credit risk includes both On and Off-balance sheet risks.

Market risk is defined as the risk of losses in on and off-balance sheet positions arising from
movements in market prices and includes profit rate risk, foreign exchange risk, equity exposure risk,
and commodity risk.

Operational risk is defined as the risk of loss resulting from inadequate or failed internal processes,
people, or systems, or from external events.

The Branch follows the standardized approach for Credit, Market and Operational risk, as permitted
by the U.A.E. Central Bank and as per Pillar 1 of Basel Ill.

Capital adequacy and the use of regulatory capital are monitored on a regular basis by the Branch’s
management, employing techniques based on the guidelines developed by the Basel Committee and
the Central Bank of United Arab Emirates.

As per the latest Standards of Capital Adequacy of Banks in the UAE (Notice No.
CBUAE/BSD/N/2020/4980 dated 12Nov2020), all banks operating in the UAE must use the revised
standards to calculate their Capital requirements for Credit risk with effect from June 30, 2021. Prior
to Jun-21, Deutsche Bank Abu Dhabi Branch’s exposures to other Deutsche Bank entities were risk
weighted at 0%, thus resulting in lower Risk weighted assets and higher Total Capital Ratio for the
Branch. The current rating of Deutsche Bank Group (“DBAG”) of A- (S&P, Nov 2021) attracts Risk
Weight of 50% based on CBUAE regulations.
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Dec-21
Dec-22 Sep-22 Jun-22 Mar-22 (Restated)
AED'000 AED'000 AED'000 AED'000 AED'000

Available capital (amounts)

Common Equity Tier 1 (CET1) 464,496 456,769 456,742 268,742 269,472
Fully loaded ECL accounting model

Tier 1 464,496 456,769 456,742 268,742 269,472
Fully loaded accounting model Tier 1

Total capital 485,825 478,207 481,828 296,399 295,579
Fully loaded ECL accounting model total capital

Risk-weighted assets (amounts)

Total risk-weighted assets (RWA) 1,773,396 1,782,611 2,074,094 2,280,373 2,166,580
Risk-based capital ratios as a percentage of RWA

Common Equity Tier 1 ratio (%) 26.19% 25.62% 22.02% 11.78% 12.44%
Fully loaded ECL accounting model CET1 (%)

Tier 1 ratio (%) 26.19% 25.62% 22.02% 11.78% 12.44%
Fully loaded ECL accounting model Tier 1 ratio (%)

Total capital ratio (%) 27.40% 26.83% 23.23% 13.00% 13.64%
Fully loaded ECL accounting model total capital ratio (%)

Additional CET1 buffer requirements as a percentage of RWA

Capital conservation buffer requirement (2.5% from 2019)

(%)

Countercyclical buffer requirement (%)

Bank D-SIB additional requirements (%)

Total of bank CET1 specific buffer requirements (%) (row 8

+ row 9+ row 10)

CET1 available after meeting the bank's minimum capital

requirements (%) 16.90% 16.33% 12.73% 2.50% 3.14%
Basel Il Leverage Ratio

Total Basel Ill leverage ratio measure 5,018,597 5,057,881 5,342,458 6,060,837 5,794,635
Basel Ill leverage ratio (%) (row 2/row 13) 9.26% 9.03% 8.55% 4.43% 4.65%
Fully loaded ECL accounting model Basel Ill leverage ratio

(%) (row 2A/row 13)

ELAR

Total HQLA 838,509 870,035 898,032 1,104,977 729,818
Total liabilities 2,023,093 1,927,540 2,149,424 3,152,065 2,737,728
Eligible Liquid Assets Ratio (ELAR) (%) 41.45% 45.14% 41.78% 35.06% 26.66%
ASRR

Total available stable funding 2,305,839 2,139,513 2,372,676 3,113,910 2,809,851
Total Advances 581,718 548,896 850,206 1,234,775 1,094,555
Advances to Stable Resources Ratio (%) 25.23% 25.66% 35.83% 39.65% 38.95%

As per CBUAE regulations, Branch is not required to report LCR (Liquidity Coverage Ratio) and
NSFR (Net Stable Funding Ratio). Branch reports ELAR (Eligible Assets Ratio) and LSRR (Lending

to Stable Resources Ratio) as an alternate.

ICAAP under Pillar 2

The internal capital adequacy assessment process (“ICAAP”) as stipulated in Pillar 2 of Basel 3
requires banks to identify and assess risks, to apply effective risk management techniques and to
maintain adequate capitalization. Our internal assessment process aims to ensure that sufficient
levels of liquidity are maintained on an ongoing basis by identifying the key liquidity and funding
risks to which the Group is exposed, by monitoring and measuring these risks, and by maintaining
tools and resources to manage and mitigate these risks.

The Branch also discloses detailed Risk Management Framework (“RMF”) under Pillar 2 ICAAP
Report, that should be reach in conjunction with the details provided in this report.
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Risk Management Overview (OVA)

The diversity of our business model requires us to identify, assess, measure, aggregate and manage
our risks, and to allocate our capital among our businesses. Our aim is to help reinforce our resilience
by encouraging a holistic approach to the management of risk and return throughout our organization
as well as the effective management of our risk, capital, and reputational profile. We actively take
risks in connection with our business and as such the following principles underpin our risk
management framework:

— Risk is taken within a defined risk appetite.

— Every risk taken needs to be approved within the risk management framework.
— Risk taken needs to be adequately compensated; and

— Risk should be continuously monitored and managed.

We promote a strong risk culture where employees at all levels are responsible for the management
and escalation of risks and are empowered and encouraged to act as risk managers. We expect
employees to exhibit behaviors that support a strong risk culture in line with our Code of Business
Conduct. To promote this, our policies require that risk-related behavior is considered during our
performance assessment and compensation processes. This expectation continues to be reinforced
through communications campaigns and mandatory training courses for all DB employees. In
addition, our Management Board members and senior management frequently communicate the
importance of a strong risk culture to support a consistent tone from the top.

A standards-based assessment of risk culture, focusing on risk awareness, risk ownership and
management of risk within risk appetite has been undertaken. Assessment results are incorporated
into existing risk reporting, reinforcing the message that risk culture is an integral part of effective day-
to-day risk management.

Overall Risk Assessment

Key risk types include credit risk (including default, migration, transaction, settlement, exposure,
country, mitigation and concentration risks), market risk (including interest rate, foreign exchange,
equity, credit spread, commodity and cross-asset & other risks), liquidity risk, business risk (including
tax and strategic risk), cross risk, reputational risk and operational risk (with important sub-categories
like compliance, legal, model, information security, fraud, and money laundering risks). We manage
the identification, assessment, and mitigation of top and emerging risks through an internal
governance process and the use of risk management tools and processes. Our approach to
identification and impact assessment aims to ensure that we mitigate the impact of these risks on our
financial results, long term strategic goals and reputation.

Risk Management Framework
Deutsche Bank operates as an integrated Group through its business divisions and infrastructure

functions. At DB Abu Dhabi branch level, risk and capital are managed via a framework of principles,
organizational structures and measurement and monitoring processes that are closely aligned with
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the activities of the divisions and business units. This policy is structured along the following four
building blocks of the Risk Management framework of DB Group, as illustrated below:

* Risk governance and strategy.

* Risk management by major risk category.

* Risk methods — analytics and modelling; and

» Risk infrastructure, policies, and documentation.

Risk Governance and Strategy

DBAG Group risk report for comprehensive assessment can be found within the Annual Report at
https://investor-relations.db.com/reports-and-events/annual-reports/

From an internal governance perspective, we have several layers of management to provide
cohesive risk governance:

e The Abu Dhabi Branch ExCo, which has overall responsibility to exercise governance over
the proper functioning of each business and infrastructure function.

e The Asset and Liability Committee of DB Abu Dhabi Branch (“ALCO”) fulfills the role of the
local Capital and Risk Committee (CaR). The ALCO also provides the forum for managing
the capital, funding, and liquidity risk of DB Abu Dhabi Branch. Regular ALCO voting
members include representatives of Finance, Treasury, ExCo, representatives of the various
business divisions and risk management. The ALCO has responsibility for aligning the
capital requirements as well as liquidity and funding needs of DBAG Abu Dhabi’s activities,
within the risk profile of the businesses and risk appetite of the bank. It reviews the capital,
liquidity and funding profile on a regular basis and decides on measures to avoid regulatory
and/or bank-internal limit breaches. The ALCO establishes a link between the local, regional
and Group’s perspective on capital, liquidity, and funding.

e The CRO function is responsible for the monitoring and governance of risk management
relating to Deutsche Bank Abu Dhabi and all its associated legal entities. Risk areas of focus
include credit, operational, market and further oversight over liquidity and capital
management.

Risk Management by Major Risk Category

An overview of significant risks faced by DBAG Abu Dhabi, together with methods employed in
respect of the management thereof, follow in this report under the headings of Credit, Operational,
Market, Liquidity, and Interest rate risk. The local ALCO has overall responsibility for identifying and
assessing all relevant risks.

Risk Methods - Analytics and Modelling

Risk measurement methods are primarily developed and performed centrally by DB Group risk
management functions in collaboration with DBAG Abu Dhabi's finance and risk management staff.
Regular training is held, and ongoing updates are provided by the Group to ensure full
understanding of methodologies. The Group’s methodologies are also adapted and extended if
required to comply with specific local regulatory requirements (e.g., for specific stress testing
purposes).
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Risk Infrastructure, Policies and Documentation

Risk infrastructure is established at the Group level, and DBAG Abu Dhabi is supported by the
Group’s existing infrastructure and processes. Furthermore, DBAG Abu Dhabi has its own
infrastructure, processes and policies in place that complement the Group’s standards. In case of
more stringent local requirements DBAG Abu Dhabi, supplements the Group standards and follows
local regulatory requirements as defined in the Central Bank Regulations upon agreement with DB
Group.
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Key Prudential Metrics and RWA (OV1)

Following metrics and RWA is calculated based on latest applicable CBUAE Capital Adequacy

regulations for Banks operating in the UAE.

Dec-22
AED'000

Sep-22
AED'000

@®10.5%
AED'000

a

b

C

RWA

Minimum
capital
requirements

T

T-1

T

Credit risk (excluding counterparty credit risk)

1,706,318

1,715,046

179,163

Of which: standardised approach (SA)

1,706,318

1,715,046

179,163

Of which: foundation internal ratings-based (F-IRB) approach

Of which: supervisory slotting approach

Of which: advanced internal ratings-based (A-IRB) approach

Counterparty credit risk (CCR)

Of which: standardised approach for counterparty credit risk

Of which: Internal Model Method (IMM)

O ||| |WIN |-

Of which: other CCR

=
o

Credit valuation adjustment (CVA)

[y
=

Equity positions under the simple risk weight approach

12

Equity investments in funds - look-through approach

13

Equity investments in funds - mandate-based approach

14

Equity investments in funds - fall-back approach

15

Settlement risk

16

Securitisation exposures in the banking book

17

Of which: securitisation internal ratings-based approach (SEC-I

RBA)

18

Of which: securitisation external ratings-based approach (SEC-
ERBA), includinginternal assessment approach

19

Of which: securitisation standardised approach (SEC-SA)

20

Market risk

387

873

41

21

Of which: standardised approach (SA)

387

873

41

22

Of which: internal model approaches (IMA)

23

Operational risk

66,692

66,692

7,003

24

Amounts below thresholds for deduction (subject to 250% risk weight)

25

Floor adjustment

26

Total (1+6+10+11+12+13+14+15+16+20+23)

1,773,396

1,782,611

186,207
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Linkage Between Financial Statements and Regulatory Exposures

(LI2)

The table below provides a comparison between the Balance Sheet for Accounting and Prudential
purposes and highlights how the amounts reported in our Financial Statements, once the regulatory
filters are applied, are impacted by the different risk frameworks in the Capital regulations. The
regulatory balance sheet is split further into the parts subject to credit risk, counterparty credit risk,
securitization positions in the regulatory banking book, market risk as well as the part which is not
subject to capital requirements or relevant for deduction from capital.

Assets and liabilities are subject to regulatory Credit Risk framework.

C | d

of prudential

a b e
Items subject to:
Credit Risk Securitisation | Counterparty credit | Market risk
Total Framework Framework risk Framework Framework

Total Assets Carryi I ted
. ota 'sse S .arry|.ng values as reporte 2,511,043 2511943
in published financial statements
Total Liabilities & Equity Carrying values
as reported in published financial 2,511,943
statements
Total net amount under regulatory scope
of consolidation
Off-balance sheet amounts 2,506,634 2,506,634
Differences in valuations - 2,039,761
Differences due to different netting rules
Total Assets Carrying values under scope

. 2,511,943 2,511,943
of prudential
Total Liabilities & Equity Carryi I

otal Liabilities & Equi y arrying values 2,511,043
under scope of prudential
ff-bal h

Off-balance sheet amounts under scope 4,546,395 2,506,634
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Composition of Capital

Capital Management Process

Detailed Capital Management and Planning process for the Branch is listed under ICAAP report for
the Branch. Branch’s objectives when managing capital, which is a broader concept than the ‘equity’
on the face of the statement of financial position are:

e To comply with the capital requirements set by the Central Bank of U.A.E.

e To safeguard the Branch’s ability to continue as a going-concern and increase the returns for
parent (shareholders),

¢ To maintain a strong capital base to support the development of its business.

The Branch’s Regulatory Capital is composed of following two tiers:

1. Tier 1 capital, which includes Share capital (Dotation Capital), Reserves, retained earnings
and other regulatory adjustments relating to items that are included in equity but are treated
differently for capital adequacy calculation purposes.

2. Tier 2 capital, which includes collective impairment allowance and fair value reserves
relating to unrealized gains/losses on investments classified as available for sale.

Table: Composition of Capital CC1

a b
Source based on reference
AED '000 numbers/letters of the balance
sheet under the regulatory scope
of consolidation
Common Equity Tier 1 capital: instruments and reserves
Directly issued qualifying common share (and equivalent for non-joint stock
companies) capital plus related stock surplus Same as (h) from CC1 template
Retained earnings 1,313
Accumulated other comprehensive income (and other reserves) 29,083
Common share capital issued by third parties (amount allowed in group
CET1) 434,100
Common Equity Tier 1 capital before regulatory deductions 464,496
Common Equity Tier 1 capital regulatory adjustments
Total regulatory adjustments to Common Equity Tier 1 -
Common Equity Tier 1 capital (CET1) 464,496
Total regulatory adjustments to additional Tier 1 capital -
Additional Tier 1 capital (AT1) -
Tier 1 capital (T1= CET1 + AT1) 464,496
Tier 2 capital: instruments and provisions
Provisions 21,329
Tier 2 capital before regulatory adjustments 21,329
Tier 2 capital: regulatory adjustments
Total regulatory adjustments to Tier 2 capital -
Tier 2 capital (T2) 21,329
Total regulatory capital (TC = T1 + T2) 485,825
Total risk-weighted assets 1,773,396
Capital ratios and buffers
Common Equity Tier 1 (as a percentage of risk-weighted assets) 26.19%
Tier 1 (as a percentage of risk-weighted assets) 26.19%
Total capital (as a percentage of risk-weighted assets) 27.40%
Common Equity Tier 1 (as a percentage of risk-weighted assets) available
after meeting the bank's minimum capital requirement. 16.90%
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Table: Composition of Capital CC2

AED '000 [ a [ b c
Dec-22 | Bal. sheet as in published fi ial | Under latory scope of Reference
Assets
Cash and balances at central banks 838,509 838,509

Items in the course of collection from other banks -
Trading portfolio assets -
Financial assets designated at fair value -

Derivative financial instruments - -
Loans and advances to banks 1,537,072 1,537,072
Loans and advances to customers 114,249 114,249
Reverse repurchase agreements and other similar secured lending -

Available for sale financial investments -

Current and deferred tax assets -
Prepayments, accrued income and other assets 20,292 20,292
Investments in associates and joint ventures -
Goodwill and other intangible assets -
Of which: goodwill - (a)
Of which: intangibles (excluding MSRs) - (b)
Of which: MSRs - (c)
Property, plant and equipment 1,821 1,821
Total assets 2,511,943 2,511,943
Liabilities
Deposits from banks 960,427 960,427
Items in the course of collection due to other banks -
Customer accounts 1,029,624 1,029,624
Financial liabilities designated at fair value -

Derivative financial instruments -

Debt securities in issue =
Accruals, deferred income and other liabilities 53,686 53,686

Current and deferred tax liabilities -
Provisions 1,241 1,241
Retirement benefit liabilities 2,469 2,469
Total liabilities 2,047,447 2,047,447
Shareholders' equity
Paid-in share capital 434,100 434,100
Of which: amount eligible for CET1 434,100 434,100 (h)
Of which: amount eligible for AT1 - (i)
Retained earnings 1,313 1,313
Accumulated other comprehensive income (and other reserves) 29,083 29,083
Total shareholders' equity 464,496 464,496
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Leverage Ratio (LR2)

Leverage Position
The Leverage ratio (LR) was introduced as a complementary measure to the risk-based capital
framework to help ensure broad and adequate capture of both the on-and off-balance sheet sources
of banks leverage.
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This simple, non-risk based “Backstop” measure will restrict the build-up of excessive leverage in the
banking sector to avoid destabilizing deleveraging processes that can damage the broader financial
system and the economy.

lllustrated below is DBAG Abu Dhabi's Leverage position as measured by the Basel lll Leverage ratio
where last two quarters resulting LR was more than the minimum requirement of 3% Leverage Ratio.

Dec-22

Sep-22

AED'000

AED'000

On-balance sheet exposures

[EEN

On-balance sheet exposures (excluding derivatives and securities financing
transactions (SFTs), but including collateral)

2,511,943

2,389,879

N

(Asset amounts deducted in determining Basel Il Tier 1 capital)

3

Total on-balance sheet exposures (excluding derivatives and SFTs) (sum of
row 1 and 2)

2,511,943

2,389,879

Derivative exposures

IS

Replacement cost associated with all derivatives transactions (where
applicable net of eligible cash variation margin and/or with bilateral netting)

u

Add-on amounts for PFE associated with all derivatives transactions

(2}

Gross-up for derivatives collateral provide where deducted from the balance
sheet assets pursuant to the operative accounting framework

~

(Deductions of receivable assets for cash variation margin provided in
derivatives transactions)

00

(Exempted CCP leg of client-cleared trade exposures)

O

Adjusted effective notional amount of written credit derivatives

1

o

(Adjusted effective notional offsets and add-on deductions for written credit
derivatives)

11

Total derivative exposures (sum of rows 4 to 10) * 1.4

20

Sec

urities financing transactions

12

Gross SFT assets (with no recognition of netting), after adjusting for sale
accounting transactions

13

(Netted amounts of cash payables and cash receivables of gross SFT assets)

14

CCR exposure for SFT assets

15

Agent transaction exposures

16

Total securities financing transaction exposures (sum of rows 12 to 15)

Other off-balance sheet exposures

17

Off-balance sheet exposure at gross notional amount

4,546,395

4,855,455

18

(Adjustments for conversion to credit equivalent amounts)

(2,039,761)

(2,187,453)

19

Off-balance sheet items (sum of rows 17 and 18)

2,506,634

2,668,002

Capital and total exposures

20

Tier 1 capital

464,496

456,769

21

Total exposures (sum of rows 3, 11, 16 and 19)

5,018,597

5,057,881

Lev

erage ratio

22|Basel lll leverage ratio

9.26%

9.03%
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Liquidity Risk (LIQA)

Liquidity risk is the risk arising from our potential inability to meet all payment obligations when they
come due or only being able to meet these obligations at excessive costs. Management of liquidity
risk at DBAG Abu Dhabi is fully integrated into the Group’s Liquidity Risk Management Framework.

The objective of the Group’s liquidity risk management framework is to ensure that the Group can
always fulfill its payment obligations and can manage liquidity and funding risks within its risk appetite.
The framework considers relevant and significant drivers of liquidity risk, whether on-balance sheet
or off-balance sheet.

DBAG Abu Dhabi Branch manages Liquidity risk in line with the overall Group’s liquidity risk
management framework and according to policies and guidelines set locally by Treasury and LRM.

An overview of the risk management responsibilities, processes and methods follows, with more
detailed information in our Group risk report which can be found within the annual report at
https://investor-relations.db.com/reports-and-events/annual-reports/

Branch's Liquidity risk is that the Branch will not be able to meet its financial obligations as they fall
due. The approach of the Branch to managing liquidity is to ensure, as far as possible, that it will
always have sufficient liquidity to meet its liabilities when due, under both normal and stressed
conditions, without incurring unacceptable losses or risking damage to the Branch’s reputation.

Monitoring and management of liquidity risk limits

As per the guidance of Liquidity Circular 30-2012, DB Abu Dhabi can only submit NSFR once LCR
reporting starts (subject to approval by CB). Until then, the submission would only be Liquid Assets
Ratio (BRF 8) & LSRR (BRF 7). Several tools/ metrics are used to measure and manage short- and
long-term liquidity risk at DBAG Abu Dhabi level including but not limited to monthly Liquid Assets
Ratio (LAR), Intra-group funding lines and utilization, Funding Matrix, etc.

Key liquidity ratios and figures are monitored in the ALCO report on a regular basis and form the basis
of Liquidity reports.

Liquidity risk mitigation

Treasury may decide to temporarily reduce limits in the event of contingency situations to reduce
(potential) liquidity risk. Additional local contingency measures form part of a local contingency plan
including a stress funding line available to the branch from the Group's Liquid Asset Pool.

Deutsche Bank has a wide range of funding sources, including retail and institutional deposits,
unsecured and secured wholesale funding, and debt issuance in the capital markets. ALCo is the
Bank’s decisive Governance body that has been mandated to optimize the sourcing and deployment
of the Bank’s balance sheet and financial resources in line with the Management Board risk appetite
and strategy. As such, it has the overarching responsibilities to define, approve and optimize the
Bank's funding strategy.
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Liquidity risk mitigation techniques

Treasury may decide to temporarily reduce limits in the event of contingency situations to reduce
(potential) liquidity risk. Additional local contingency measures form part of a local contingency plan
including a stress funding line available to the branch from the Group's Liquid Asset Pool. The bank
does not consider additional capital as an appropriate mitigant for liquidity risk.

Liquidity Stress Testing

Liquidity stress testing entails a quantitative simulation of the Group’s funding development under
five stress scenarios (including systemic, idiosyncratic, and combined). The outcome determines the
worst possible “Net Liquidity Position” DB would expect to experience in a stress (the sNLP), at a
Group level, and for all major currencies. Stress testing is performed on ongoing basis, with daily
projections alongside a formal month end process. DB uses liquidity stress testing to:

. Determine whether the current liquidity position is in line with the MB’s risk appetite.
. Set the Liquidity Reserves (“LRs”) requirement, including the Treasury SLR.

. Help identify potential future liquidity shortfalls; and

. Assist in calibrating WSF limits.

DBAD has a local Liquidity Stress Testing report.

Bank's Contingency Funding Plans

A key objective of the DB Liquidity Risk Management Framework is to ensure that DB can always
fulfill its payment obligations and respond to deterioration challenging its risk appetite for liquidity
metrics (e.g., the stressed net liquidity position (“sNLP”), and the Liquidity Coverage Ratio (‘LCR”)).

Market related as well as DB specific (idiosyncratic) events can lead to a temporary or longer-term
disruption of DB’s access to funding. To safeguard DB’s liquidity position under moderate and severe
idiosyncratic, systemic, or combined stress, Treasury has established a Group CFP and established
entity specific CFPs. The CFP supports the effective operational management of a stress situation by
providing a clear menu of options for safeguarding the bank’s funding and liquidity position, and
operational procedures for executing those actions.

DBAD local branch-specific CFP describes the process by which local Treasury would manage an
entity-specific liquidity stress. These documents follow a consistent approach across the Group and
are aligned to the Global Liquidity Risk Management Framework.

The Local Treasurer is responsible for maintaining the CFP and for ensuring that it is reviewed and
approved at least once a year by local ALCO.

In addition, the Local Treasurer is responsible for ensuring that the CFP is tested, absent of an
actual acute liquidity stress, on an annual basis in a real-time scenario.
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Liquid Assets Ratio

31-Dec-22 31-Dec-21
Q4 2022 Q4 2021
. Lo Eligible Liquid | Eligible Liquid
1|High Quality Liquid Assets
ghQ v Asset Asset
1.1|Physical cash in hand at the bank 0 1
1.2|Statutory reserves with Central Bank 78,509 729,817
13 Free and other account balances at the Central Bank (excluding statutory 760,000 0
resenes)
1.4|Central Bank CDs (unencumbered)
1.5|UAE Federal Government Bonds and Sukuks
Sub Total (1.1 to 1.5) 838,509 729,818
16 UAE local governments publicly traded debt securities (0% Risk Weighted 0
"~ |under BII Standardized Approach) Rated A+ and above
17 UAE local governments publicly traded debt securities (0% Risk Weighted 0
" |under BIl Standardized Approach) Rated A and below or unrated
18 UAE Public sector publicly traded debt securities (non commercial, 0% Risk 0
"“|Weighted under Bl Standardized Approach) Rated A+ and above
19 UAE Public sector publicly traded debt securities (non commercial, 0% Risk 0
"“|Weighted under BIl Standardized Approach) Rated A and below or unrated
Sub total (1.6 to 1.9) 0 0
110 Foreign Sowereign debt instruments or instruments issued by their respective 0 0
""7|central banks (0% Risk Weighted under Basel Il Standardized Approach)
1.11|Total 838,509 729,818
2|Total liabilities (BRF-2 LIAB: Item nos. 29- 18.1- (25- 25.5)- 26.7- 28) 2,023,093 2,737,728
3|Eligible Liquid Assets Ratio (ELAR) 41.45%) 26.66%)

Eligible Liquid Assets Ratio
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Eligible Liquid Assets Ratio is a measure to ensure banks hold minimum buffers of liquid assets. The
ratio requires the bank to hold an amount equivalent to 10% of its total balance sheet liabilities
(excluding those included in regulatory capital) in high quality liquid assets.

As of December 31, 2022, branch's ELAR is 41.45% which is more than the required minimum of

10%.
31-Dec-22 30-Sep-22 30-Jun-22 31-Mar-22 31-Dec-21
Q4 2022 Q3 2022 Q2 2022 Q1 2022 Q4 2021
. . - Eligible Liquid | Eligible Liquid | Eligible Liquid | Eligible Liquid | Eligible Liquid
£ ritein ety Mttt e Asset Asset Asset Asset Asset
1.1|Physical cash in hand at the bank 0 0 1 1 1
1.2|Statutory reserves with Central Bank 78,509 90,035 898,031 117,976 729,817
13 Free and other account balances at the Central Bank (excluding statutory 760,000 780,000 0 987,000 0
resenes)
1.4|Central Bank CDs (unencumbered)
1.5|UAE Federal Government Bonds and Sukuks
Sub Total (1.1 to 1.5) 838,509 870,035 898,032 1,104,977 729,818
16 UAE local governments publicly traded debt securities (0% Risk Weighted 0 o
"~ |under BII Standardized Approach) Rated A+ and above
17 UAE local governments publicly traded debt securities (0% Risk Weighted 0 o
" |under BIl Standardized Approach) Rated A and below or unrated
18 UAE Public sector publicly traded debt securities (non commercial, 0% Risk 0 o
"“|Weighted under BIl Standardized Approach) Rated A+ and above
19 UAE Public sector publicly traded debt securities (non commercial, 0% Risk 0 o
"“|Weighted under BIl Standardized Approach) Rated A and below or unrated
Sub total (1.6 to 1.9) 0 (0] 0 (0] 0
110 Foreign Sovereign debt instruments or instruments issued by their respective 0 0 0 0 0
““7|central banks (0% Risk Weighted under Basel Il Standardized Approach)
1.11|Total 838,509 870,035 898,032 1,104,977 729,818
2|Total liabilities (BRF-2 LIAB: Item nos. 29- 18.1- (25- 25.5)- 26.7- 28) 2,023,093 1,927,540 2,149,424 3,152,065 2,737,728
3|Eligible Liquid Assets Ratio (ELAR) 41.45%) 45.14% 41.78%i 35.06% 26.66%
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Lending to Stable Resources Ratio (LSRR)

The Lending to Stable Resources Ratio (LSRR) is a measure that recognizes both the actual uses as
well as the likely uses of funds in terms of the contractual maturity and behavioral profile of the sources
of funds available to the bank, to ensure that there are limited maturity mismatches and cliff effects.
Central Bank reporting for BRF 7 details the requirements of the ratio.

LSRR should not exceed 100%. The branch's ratio is 25.23%, this is the equivalent percentage of the
total advances being funded by stable resources (i.e., customer deposits). This provides the branch
enough flexibility in managing extra resources and its balance sheet in the long-term.

31-Dec-22 30-Sep-22 30-Jun-22 31-Mar-22 31-Dec-21
Amount = Amount Amount Amount Amount

Net Lending (gross loans - specific and collective provisions +
interest in suspense)

1.2 |Lending to non-banking financial institutions 0 0 0 0 0
1.3 |Net Financial Guarantees & Stand-by LC (issued - received) 466,873| 480,549 481,437 482,346 466,936
1.4 |Interbank Placements

11 114,845 68,347 368,769 752,429 627,619

. Total capital + general provisions 490,091| 462,339 458,414 274,509 300,800
2.1.1 |Goodwill and other intangible assets 0 36 72
2.1.2 |Fixed Assets 1,821 1,861 2,078 2,399 2,684

2.1.3 |Funds allocated to branches abroad
2.1.5 |Unquoted Investments
2.1.6 |Investment in subsidiaries, associates and affiliates

1,821 1,897 2,150 2,399 2,684
488,270 460,442 456,264| 272,110 298,116

Funds from the head office with Head Office loans towards
2.3.1 meeting Large Exposure Funding (BRF 2 Liab- item 26.6) 960,400 792,546 940,200/ 1,551,084| 1,587,230

2.3.2 |Interbank deposits with remaining life of more than 6 months
2.3.3 |Refinancing of Housing Loans

2.3.4 |Borrowing from non-Banking Financial Institutions 164,928| 187,797| 173,147 185,388 167,731
2.3.5 |Customer Deposits 692,241| 698,728 803,066 1,105,328| 756,774

Capital market funding/ term borrowings maturing after 6
months from reporting date

2.3.6

1,817,569| 1,679,071| 1,916,412| 2,841,800| 2,511,735
2,305,839| 2,139,513| 2,372,676 3,113,910 2,809,851

25.23 25.66 35.83 39.65 38.95

Credit Risk

Credit Risk arises from all transactions where actual, contingent, or potential claims against any
counterparty, borrower, obligor, or issuer (which we refer to collectively as “counterparties”) exist,
including those claims that we plan to distribute. These transactions are typically part of our non-
trading lending activities (such as loans and contingent liabilities) as well as our direct trading activity
with clients (such as OTC derivatives). These also include traded bonds and debt securities. Based
on the annual risk identification and materiality assessment, Credit risk is grouped into five categories,
namely default/migration risk, country risk, transaction/ settlement risk (exposure risk), mitigation
(failure) risk and concentration risk.
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o Default risk is the risk that a counterparty defaults on its payment obligations or experiences
material credit quality deterioration increasing the likelihood of a default.

o Country Risk is the risk that otherwise solvent and willing counterparties are unable to meet
their obligations due to direct sovereign intervention or policies.

e Transaction/Settlement Risk (Exposure Risk) is the risk that arises from any existing,
contingent, or potential future positive exposure.

e Mitigation Risk is the risk of higher losses due to risk mitigation measures not performing as
anticipated.

e Concentration Risk is the risk of an adverse development in a specific single counterparty,
country, industry, or product leading to a disproportionate deterioration in the risk profile of
Deutsche Bank’s credit exposures to that counterparty, country, industry, or product.

An overview of the risk management responsibilities, processes and methods follows, with more
detailed information in our Group risk report which can be found within the annual report at
https://investor-relations.db.com/reports-and-events/annual-reports/

Credit Risk Responsibilities and Processes

DB’s credit risk appetite is set globally and is broken down to divisions and business units via the
Strategic, Risk & Capital Plan approved by the Management Board of Deutsche Bank Group. As a
result, each credit exposure is authorized only if the relevant business division at Deutsche Bank
global level is satisfied that the exposure meets the pre-set criteria and limits.

CRM s globally organized and carries out risk identification, assessments, management, and
reporting. The CRM department is independent from the business. Accordingly, the credit policies of
DB Group are adopted and the local CRO is responsible for ensuring that they remain suitable for the
business of DBAG Abu Dhabi.

Credit Risk is managed for DB Group globally based on a “one obligor principle”; new credit exposures
as well as annual / bi-annual reviews of credit exposures require approval by the appropriate authority
holder covering the entire DB Group exposure. All credit risk decisions relevant to DBAG Abu Dhabi
are subject to the approval of DBAG Abu Dhabi’'s management and Deutsche Bank’s Credit Risk
Management (CRM).
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Management of limits

Global limits are monitored by CRM at DB Group level via a Credit IT System based on the risk
appetite approved by the Group Management Board. DB measures and aggregates all exposures to
the same obligor (“one obligor principle”). At DBAG Abu Dhabi, the ultimate responsibility for
management of the credit risk limits resides with the CRO function. All credit limits and exposures are
monitored on a frequent basis and reviewed at least quarterly. Individually significant transactions that
subject DBAG Abu Dhabi to credit risk are subject to rigorous local review and sign-off prior to
commitment.

Monitoring and Management of Concentrations

The large exposure regulations and credit policies on Group level limiting concentration risk are
adopted for DBAG Abu Dhabi. Besides the limits of DB Group, there are the regulatory single-name
and portfolio limits in place as described above. Both limits are monitored by risk management
function. Credit risk concentration is not only closely monitored at a single-name level, but also on an
industry and country basis.

Local Large Exposure Monitoring

Deutsche Bank AG Abu Dhabi Branch’s external business prospects are also impacted and governed
by Central Bank of UAE’s Regulations for Monitoring of Large Exposure Limits (Circular 32/2013).
Deutsche Bank AG in principle follows the LE limits as prescribed under the LE limit monitoring
regulations and as agreed with Central Bank of the UAE in various separate discussions and official
communications.

DBAD has established a working group for “LE Review Meeting” which is represented by following:

1. Business COO,

Branch Manager,

Branch CFO,

Business line managers, and
Branch Treasurer.

ok

The working group meets at regular intervals or as and when required basis to review business deals
in the pipeline and manage proactively the pipeline to limit any LE breaches and to ensure that any
excesses are adequately covered via collateral as per the applicable regulations. The working group
also reviews the business plans for new transactions, maturity of existing deals and overall impact on
required Cash under lien amount to ensure that adequate amount of Cash under lien is always
maintained in-line with the regulatory requirements.

Large Exposures reporting is done on monthly and quarterly basis to Central Bank of UAE as part of
BRF reporting requirements and any exceptions in-between are also monitored and escalated where
required.

Large Exposures are also communicated to the Branch ALCo through RCP (Risk and Capital Profile)
on a quarterly basis which is part of ICAAP (Internal Capital Adequacy Assessment Process).
Furthermore, Branch Management (ExCo) is updated at regular intervals on any issues or material
breaches for Large Exposures.

Page | 24



Deutsche Bank AG

Abu Dhabi Branch — Pillar 3 Report as of Dec 2022

Credit Risk Mitigation Technique
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In addition to determining counterparty credit quality and our risk appetite, we also use various credit
risk mitigation techniques to optimize credit exposure and reduce potential credit losses. Credit risk
mitigants are applied in the following forms:

¢ Comprehensive and enforceable credit documentation with adequate terms and conditions.

e Collateral held as security to reduce losses by increasing the recovery of obligations.

o Risk transfers, which shift the loss arising from the probability of default risk of an obligor to a
third-party including hedging executed by our CIB - Counterparty Portfolio Management

division.

e Netting and collateral arrangements which reduce the credit exposure from derivatives and
securities financing transactions

Credit Risk Approach

The branch currently applies the standardized approach for its credit portfolios.

Counterparty Credit risk Approach
The branch currently applies the current exposure method for its portfolios subject to Counterparty

credit risk.

The maximum credit exposure of the Branch at the date of statement of financial position is as follows:

Balances with CB UAE

Due from Banks

Loans and advances to customers
Intergroup receivables

Other receivables (excluding
prepayments)

Off Balance Sheet credit exposure

Guarantees

Letters of credit
Other contingencies

2022 2021
AED ‘000 AED ‘000
838,509 729,817
1,537,391 1,644,871
114,845 637,581
16,606 13,786

3,053 3,246

2,510,404 3,029,301

2022 2021
AED ‘000 AED ‘000

3,910,972 4,334,981
635,423 714,912
2,998 -

4,549,393 5,049,893

None of the loans and advances to customers were past due or impaired at the reporting date.

Amounts due from related parties are expected to be fully recoverable.
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Analysis by economic activity for loans and advances to customers

The analysis by economic activity is as follows:

2022 2021

AED ‘000 AED ‘000
Qil & Gas 1,572 128,147
Manufacturing 1,995 91,448
Renewable energy - -
Construction 37,188 1,797
Trade 74,090 416,189
Gross Loans and advances 114,845 637,581
Less: impairment allowance -596 -163
Total Loans and advances 114,249 637,417

Geographical distribution of loans and advances to customers
The Branch’s loan book, before considering any collateral held or other credit enhancement, can be

analyzed by the following regions:

2022 2021

AED ‘000 AED ‘000
Middle East & Africa 113,616 323924
Europe 26011
Asia 1,229 287646
Gross Loans and advances 114,845 637,581
Less: impairment allowance -596 -163
Total Loans and advances 114,249 637,417
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Credit Quality of Assets (CR1)

The determination of impairment losses and allowance uses an expected loss model, where
provisions are taken upon initial recognition of the financial asset (or the date that the Branch becomes
a party to the loan commitment or financial guarantee), based on expectations of potential credit
losses at that time.

For financial assets originated or purchased, the Branch recognizes a loss allowance at an amount
equal to 12-month expected credit losses if the credit risk at the reporting date has not increased
significantly since initial recognition (Stage 1). This amount represents the expected credit losses
resulting from default events that are possible within the next 12 months.

The lifetime expected credit losses represent default events over the expected life of a financial
instrument. The Branch measures expected credit losses considering the risk of default over the
maximum contractual period (including any borrower’s extension options) over which it is exposed to
credit risk, even if, for risk management purposes, the Branch considers a longer period.

The determination of the maximum contractual period considers the date at which the Branch has the
right to require repayment of an advance or terminate a loan commitment or guarantee.

Retail overdrafts, credit card facilities and certain corporate revolving facilities typically include both a
loan and an undrawn commitment component, and in these cases the contractual ability of the Branch
to demand repayment and cancel the undrawn commitment does not limit the Branch’s credit loss
exposure to the facility's contractual term. These facilities do not have a fixed term or repayment
structure and are managed on a collective basis. While the Branch can cancel these facilities with
immediate effect, this contractual right is not enforced in normal day-to-day credit risk management
process, but only when the Branch becomes aware of an increase in credit risk on the facility.
Consequently, for such facilities, the Branch measures expected credit losses over a period longer
than the maximum contractual term. This longer period is estimated taking into consideration credit
risk management actions which the Branch expects to take to mitigate credit losses. These credit risk
management actions include reducing limits and facility cancellation.

a | b c d | e f
credit losses
Gross carrying values of on SA exposures Net values
Allowances/I | Allocated in Allocated in (a+b-c)
Defaulted Non-defaulted mpairments |regulatory category |regulatory category
exposures exposures of Specific of General
1 Loans 114,845 596 596 114,249
2 Debt securities -
3 Off-balance sheet exposures 4,546,395 1,241 1,241 4,545,154
4 Total - 4,661,240 1,837 - 1,837 4,659,403
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Additional Details for Credit Quality of Exposures (CRB)

Definition of Past Due and Impaired Exposures

Exposures are past due if contractually agreed payments of principal and/or interest remain unpaid
by the borrower, except if those are acquired through consolidation. The latter are past due if
payments of principal and/or interest, which were expected at a certain payment date at the time of
the initial consolidation of the loans, are unpaid by the borrower. The Group has aligned its definition
of “credit impaired” under IFRS 9. Consequently, Credit impaired financial assets (or Stage 3 financial
assets) consist of two types of defaulted financial assets: firstly, financial assets, where the Group
expects an impairment loss and the amount is reflected in the allowance for credit losses and secondly
financial assets, where the group does not expect an impairment loss (e.g., due to high quality
collateral or sufficient expected future cash flows following thorough due diligence).

The determination of impairment losses and allowances is based on the expected credit loss model
under IFRS 9, where allowances for loan losses are recorded upon initial recognition of the financial
asset, based on expectations of potential credit losses at the time of initial recognition.

The impairment requirements of IFRS 9 apply to all credit exposures that are measured at amortized
cost or fair value through other comprehensive income and to off balance sheet lending commitments,
such as loan commitments and financial guarantees. For purposes of our impairment approach, we
refer to these instruments as financial assets.

The Group determines its allowance for credit losses in accordance with IFRS 9 as follows:

e Stage 1 reflects financial instruments where it is assumed that credit risk has not increased
significantly after initial recognition

e Stage 2 contains all financial assets, that are not defaulted, but have experienced a significant
increase in credit risk since initial recognition.

e Stage 3 consists of financial assets of clients which are defaulted in accordance with DB’s
policies on regulatory default. The Group defines these financial assets as impaired, non-
performing and defaulted.

Significant increase in Credit Risk is determined using quantitative and qualitative information based
on the Group’s historical experience, credit risk assessment and forward-looking information.

Purchased or Originated Credit Impaired (POCI) financial assets are assets where at the time of initial
recognition there is objective evidence of impairment.

The IFRS 9 impairment approach is an integral part of the Group’s Credit Risk Management
procedures. The estimation of Expected Credit Losses (ECL’s) is either performed via the automated,
parameter based ECL calculation using the Group’s ECL model or determined by Credit Officers. In
both cases, the calculation takes place for each financial asset individually. Similarly, the
determination of the need to transfer between stages is made on an individual asset basis.

The Group’s ECL model is used to calculate the allowance for credit losses for all financial assets in
Stage 1 and Stage 2, as well as for Stage 3 in the homogeneous portfolio (i.e., retail, and small
business loans with similar credit risk characteristics). For financial assets in our non-homogeneous
portfolio in Stage 3 and for POCI assets, the allowance for credit losses is determined by Credit
Officers.
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The Group uses three main components to measure ECL. These are Probability of Default (PD), Loss
Given Default (LGD) and Exposure at Default (EAD). The Group leverages existing parameters used
for determination of capital demand under the Basel Internal Ratings Based Approach and internal
risk management practices as much as possible to calculate ECL. These parameters are adjusted
where necessary to comply with IFRS 9 requirements (e.g., use of point in time ratings and removal
of downturn add-ons in the regulatory parameters). Incorporating forecasts of future economic
conditions into the measurement of expected credit losses influences the allowance for credit losses
in Stage 1 and 2. To calculate lifetime expected credit losses, the Group’s calculation derives the
corresponding lifetime PDs from migration matrices that reflect economic forecasts.

December 31, 2022 AED 000
3 months to 1
Assets Ondemand | Upto 3 months year 1to 3 years | Over 3 years Total

Balance with Central Bank of UAE 838,509 - - - - 838,509
Due from Banks 1,537,391 - - - - 1,537,391
Loans and advances to customers 74,159 39,539 1,147 114,845
Other financial assets 3,680 3,680
Due from related parties 16,606 16,606
Positive fair value on derivatives 7 7
TOTAL 2,450,059 59,832 1,147 - 2,511,038

Assets Geographical areas | AED 000
Balance with Central Bank of UAE  United Arab Emirates 838,509
Due from Banks Middle East and Africa 56,855
Due from Banks Australia -
Due from Banks Europe 1,480,536
Loans and advances to customers Middle East and Africa 113,616
Loans and advances to customers  Europe -
Loans and advances to customers  Asia 1,229
Other financial assets United Arab Emirates 3,679
Due from related parties Europe 6,354
Due from related parties United Arab Emirates 3,061
Due from related parties Other Jurisdictions 7,191
Positive fair value on derivatives United Arab Emirates 7
Fixed assets United Arab Emirates 1,821
TOTAL 2,512,858
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Assets Industry AED '000
Balance with Central Bank of UAE  Central Bank 838,509
Due from Banks Banks 1,537,391
Loans and advances to customers Oil and Gas 1,572
Loans and advances to customers ~ Manufacturing 1,995
Loans and advances to customers ~ Renewable energy -
Loans and advances to customers Construction 37,188
Loans and advances to customers  Trade 74,090
Other financial assets Trade 3,679
Due from related parties Banks 16,606
Positive fair value on derivatives Banks 7
Fixed assets Banks 1,821
TOTAL 2,512,858

Deutsche Bank
‘l H 1 a h oo 1ga

Standardized Approach — Credit Risk Exposures & CRM Impact

(CR4)

The Branch has in place group standards, regulations of the U.A.E. Central Bank and policies and
procedures dedicated to monitor and manage risk from such activities.

The financial assets of the Branch which are potentially subject to concentration of credit risk consist
of Balances with CB UAE, due from banks, loans and advances to customers, intergroup receivables,
and other receivables. Credit risk is managed by placing funds with banks with appropriate credit

ratings.

The exposures are secured by Cash Collateral, External Bank Guarantee (SBLC) and Third-party
Insurance Coverage. These collaterals are reported under different categories of Credit Risk
Mitigation (CRM) which yields Net Exposure amounts.

a | b c | d e | f
AED'000 Exposures before CCF and Exposures post-CCF and CRM | RWA and RWA density
On-balance Off-balance  [On-balance Off-balance RWA
Asset classes sheet amount |sheet amount |sheet amount [sheet amount RWA density
1|Sovereigns and their central banks 838,509 838,509
Non-central government public sector
2 |entities -
3|Multilateral development banks
4|Banks 1,557,462 3,593,901 1,557,462 2,030,387 | 1,211,208 71%
5|Securities firms
6|Corporates 111,665 952,494 111,665 476,247 490,798 29%
7|Regulatory retail portfolios
8|Secured by residential property
9|Secured by commercial real estate
10|Equity
11 |Past-due loans
12|Higher-risk categories
13|Other assets 4,308 4,308 4,312 0%
14|Total 2,511,944 4,546,395 2,511,944 2,506,634 | 1,706,317 100%
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Standardized Approach — Exposures by Asset Class & Risk Weights
(CR5)

a b c d e f g h i j
W Total credit exposures
0% 10% 20% 35% 50% 75% 100% 150% Others |[amount (post CCF and
Asset classes post-CRM)
1|Sovereigns and their central banks 838,509 838,509
Non-central government public sector
2|entities -
3|Multilateral development banks -
4|Banks 297,164 1,605,658 1,590,183 94,563 281 3,587,849
5|[Securities firms -
6|Corporates 478 23,455 155,744 408,234 587,912
7|Regulatory retail portfolios -
8|Secured by residential property -
9[Secured by commercial real estate -
10|Equity -
11|Past-due loans -
12|Higher-risk categories -
13|Other assets 4,308 4,308
14|Total 1,136,151 - 1,629,113 - 1,745,927 - 507,105 281 - 5,018,578
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Market Risk

Most of our businesses are subject to market risk, defined as the potential for change in the market
value of our trading and invested positions. Risk can arise from changes in interest rates, credit
spreads, foreign exchange rates, equity prices, commaodity prices and other relevant parameters, such
as market volatility and market implied default probabilities.

One of the primary objectives of Market Risk Management, a part of our independent Risk function,
is to ensure that our business units’ risk exposure is within the approved appetite commensurate with
its defined strategy. To achieve this objective, Market Risk Management works closely together with
risk takers (“the business units”) and other control and support groups.

We distinguish between three substantially different types of market risk:

e Trading market risk arises primarily through the market-making and client facilitation activities
of the Corporate & Investment Bank Corporate Division. This involves taking positions in debt,
equity, foreign exchange, other securities, and commodities as well as in equivalent
derivatives.

e Traded default risk arising from defaults and rating migrations relating to trading instruments.

¢ Nontrading market risk arises from market movements, primarily outside the activities of our
trading units, in our banking book and from off-balance sheet items. This includes interest rate
risk, credit spread risk, investment risk and foreign exchange risk as well as market risk arising
from our pension schemes, guaranteed funds, and equity compensation. Nontrading market
risk also includes risk from the modelling of client deposits as well as savings and loan
products.

Market risks assumed by DBAG Abu Dhabi are managed by the Market Risk Management (MRM)
department as part of MRM’s global risk management framework.

DBAG Abu Dhabi passes on most of its market risk to DB Group by entering risk transfer trades which
mirror external market risk assumed.

An overview of the risk management responsibilities, processes and methods follows, with more
detailed information in our Group risk report which can be found within the annual report at
https://investor-relations.db.com/reports-and-events/annual-reports/

Market Risk Responsibilities and Processes

Our primary mechanism to manage trading market risk is the application of our Risk Appetite
framework of which the limit framework is a key component. Our Management Board, supported by
Market Risk Management, sets group-wide value-at-risk, economic capital, and portfolio stress testing
limits for market risk in the trading book. Market Risk Management allocates this overall appetite to
our Corporate Divisions and individual business units within them based on established and agreed
business plans. We also have business aligned heads within Market Risk Management who establish
business limits, by allocating the limit down to individual portfolios, geographical regions, and types
of market risks. The types of risks that are assumed by DBAG Abu Dhabi may include one or more of
these market risks types.

Value-at-risk, economic capital and Portfolio Stress Testing limits are used for managing all types of
market risk at an overall portfolio level. As an additional and important complementary tool for
managing certain portfolios or risk types, Market Risk Management performs risk analysis and
business specific stress testing. Limits are also set on sensitivity and concentration/liquidity, exposure,
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business-level stress testing and event risk scenarios, taking into consideration business plans and
the risk vs return assessment.

Business units are responsible for adhering to the limits against which exposures are monitored and
reported. The market risk limits set by Market Risk Management are monitored on a daily, weekly,
and monthly basis, dependent on the risk management tool being used.

Management of Limits

DBAG Abu Dhabi is integrated into Deutsche Bank Group's global limit system, which is defined,
monitored, and controlled by MRM. MRM supports the use of key risk management metrics to monitor
the bank’s market risks.

Market Risk Monitoring and Management

Market risk measures are calculated daily by Market Risk Operations (MRO) centrally and exposures
monitored against the established limits, if applicable. Risk reports are sent daily to businesses as
well as submitted to oversight functions daily.

Basel Approach Adopted to Measure Risk
The branch currently applies the standardized approach to portfolios that attract market risk.

Market Risk Under Standardized Approach
The table below presents the components of the capital requirement under the standardized approach
for market risk.

Market risk: Risk Weighted Assets
Dec-22 Dec-21

Risk Weighted Assets AED'000 AED'000

Outright products
1 Interest rate risk (general and specific) - -
2 Equity risk (general and specific) - -
3 Foreign exchange risk 387 420
4 Commodity risk - -
Options
5 Simplified approach - -
6 Delta-plus method - -
7 Scenario approach - -
8
9

Securitisation - -

Total 387 420
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AED '000

Capital
charge in SA

General interest rate risk

Equity risk

Commodity risk

Foreign exchange risk

387

Credit spread risk - non-securitisations

Credit spread risk - securitisations (non-correlation trading portfolio)

Credit spread risk - securitisation (correlation trading portfolio)

Default risk - non-securitisations

O[N] [W[IN|F

Default risk - securitisations (non-correlation trading portfolio)

=
o

Default risk - securitisations (correlation trading portfolio)

=
=

Residual risk add-on

[y
N

Total
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Interest Rate Risk in the Banking Book

Interest rate risk in the banking book (IRRBB) is the current or prospective risk, to both the Bank's
capital and earnings, arising from movements in interest rates, which affect the Bank's banking book
exposures. This includes gap risk, which arises from the term structure of banking book instruments,
basis risk, which describes the impact of relative changes in interest rates for financial instruments
that are priced using different interest rate curves, as well as option risk, which arises from option
derivative positions or from optional elements embedded in financial instruments.

The Bank manages its IRRBB exposure using economic value as well as earnings-based measures.
Our Group Treasury division is mandated to manage the interest rate risk centrally on a fiduciary
basis, with Market Risk Management acting as an independent oversight function.

In DBAG Abu Dhabi most of the interest rate risk arising from non-trading asset and liability positions
has been transferred through internal transactions to Treasury Pool Management, subject to banking
book value-at-risk limits. Treasury Pool Management hedges the transferred net banking book risk
with Deutsche Bank's trading books within the CIB division. The treatment of interest rate risk in our
trading portfolios and the application of the value-at-risk model is discussed in detail in “Market Risk
section” of the Group risk report.

Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in
market interest rates. Financial instruments which are potentially subject to interest rate risks include
balances with UAE Central Bank, due from banks, loans, and advances to customers, due to
customers and due to banks.

For the year ended December 31, 2022, had the interest rates on net interest-bearing assets
increased / decreased by 100 basis points with all other variables remaining constant, the impact on
the results of the Branch would have been as follows:

December December
2022 2021
AED'000 AED'000
Change in interest rates +19 1917

Table: Interest Rate Risk in Banking Book

AED '000 A EVE A NI

Period Inst. 12-month | 60-month
Parallel +100 bp 504 3,063 3,167
Parallel -100 bp (503) (3,474) (3,479)
EBA Parallel Down (1,005) (6,692) (6,665)
EBA Parallel Up 1,009 5,303 6,351
EBA Short Rates Down (1,259) (9,527) (9,500)
EBA Short Rates Up 1,268 7,534 9,116
EBA Flattener 1,012 6,110 7,300
EBA Steepener (818) (6,168) (6,177)
Period Inst. 60-month
| Tier 1 Capital 434,100
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Equity Risk in the Banking Book

DBAG Abu Dhabi Branch is not exposed to Equity position risk as it does not trade in Equity portfolio.

Other risks

Other risk includes business (strategic) risk, model risk, and reputational risk. For detailed disclosures
on these risks please refer to the 2022 Group Risk Report which can be found within the annual report
at:_https://investor-relations.db.com/reports-and-events/annual-reports/
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Operational Risk

Operational Risk is the risk of loss resulting from inadequate or failed internal processes, people, and
systems or from external events, and includes legal risk. Operational Risk excludes business and
reputational Risk. It forms a subset of the Bank’s Non-Financial Risks, as does reputational risk. It is
inherent to every business organization and covers a wide spectrum of issues.

The governance of operational risks follows the Three Lines of Defense (“3LoD”) approach, to protect
the Bank, its customers and shareholders against risk losses and resulting reputational damages. It
seeks to ensure that all our operational risks are identified and covered, that accountabilities regarding
the management of operational risks are clearly assigned and risks are taken on and managed in the
best and long-term interest of the Bank. The 3LoD approach and its underlying principles, i.e., the full
accountability of the First Line of defense (“1st LoD”) to manage its own risks and the existence of an
independent Second Line of Defense (“2nd LoD”) to oversee and challenge risk taking and risk
management, applies to all levels of the organization including the Group-level, regions, countries,
and legal entities.

In 2019, we enhanced the ORMF and the management of operational risks by focusing on the further
simplification of our risk management processes, and by promoting an active and continuous dialogue
between the 1st and 2nd LoDs with the objective to make the management of operational risks more
transparent, meaningful, and embedded in day-to-day business decisions.

DBAG Abu Dhabi manages operational risk based on a Group-wide consistent framework which
enables DB Group to determine the Operational risk profile in comparison to the risk tolerance, to
systematically identify Operational risk themes and to define appropriate risk mitigation measures and
priorities.

An overview of the risk management responsibilities, processes and methods follows, with more
detailed information in our Group risk report which can be found within the annual report at
https://investor-relations.db.com/reports-and-events/annual-reports/

Organizational & Governance Structure

Operational risk responsibilities and processes

Group Operational Risk Management (Group ORM) is a portfolio risk management function for
operational risk and is responsible for developing and maintaining the Group ORMF, defining the roles
and responsibilities for the OR Management Process to identify, assess, mitigate, monitor, report and
escalate operational risks. Group ORM is mandated to define an effective risk management
framework and outline the components, processes, and responsibilities for a consistent management
across all Deutsche Bank Divisions / Infrastructure Functions / Legal Entities for all operational risk

types.

The Group ORMF defines the consistent management of risk across all operational risk types and is
comprised of several processes, specified in the “Operational Risk Management Policy”:

e timely and complete OR identification/ loss capture through continuous collection of internal
operational risk events and external loss information. Internal scenarios are also developed to
complete the Bank’s Risk profile,

e timely, accurate and complete assessment of risks and controls mainly through a
comprehensive Risk and Control Assessment (R&CA), Lessons Learned and Read Across
processes,

e holistic and efficient risk mitigation/risk acceptance within the defined operational risk
appetite/tolerance,
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o effective risk and mitigation monitoring, and
¢ timely, accurate and effective risk reporting/escalation.

DBAG Abu Dhabi is covered within the existing GORMF. This GORMF governs issues such as
reporting, recording and escalation of OR events and losses. At local level all business units in
addition to Risk are responsible for adequate monitoring and reporting to ORM.

Operational risk monitoring and management

Flashcards are prepared on a regular basis representing current operational risks in DBAG Abu Dhabi
and are reviewed and discussed with the regional ORM management. The flashcard is built on new
operational risk events that have taken place, trend analysis and economic capital over the past
quarters and key actions agreed and tracked via a DB tool.

Operational risk mitigation techniques

Once operational risks are identified and assessed, a determination of the most appropriate action is
required within the risk specific appetite through remediation actions, insurance, risk acceptance or
by ceasing/reducing business activities.

The GORMF supports these decisions, based on an evaluation of remediation costs and potential
impacts, resulting in three possible mitigating strategies:

o Self-ldentified Issue: control gaps or weaknesses are supported by remediation actions and
monitored to resolution in a timely manner

o Risk Acceptance: where remediation is not feasible, having appropriate regard to cost of
control and potential impacts, risks may be accepted subject to appropriate evaluation and
governance

e Ceasing or reducing business activities

As part of DB Group’s operational risk mitigation, risk transfer comprehends the use of all kind of
insurance lines available in any market worldwide but is limited to the mitigation of insurable risk only.
These policies cover a variety of risks including professional indemnity, errors and omissions liability,
directors & officers’ liability, and credit risks. The insurance covers DB AG and all majority owned
subsidiaries.

The Branch is governed by the regulations of the U.A.E. Central Bank which are monitored by the
Compliance and Internal Audit.

The Branch is responsible for managing this risk through a controls-based environment in which
processes are documented, authorization is independent, and transactions are reconciled and
monitored. This is supported by an independent programme of periodic reviews undertaken by the
Compliance department and Group Internal Audit, and by monitoring external operational risk events,
which ensure that the Branch stays in line with best practice and takes account of lessons learned
from publicized operational failures within the industry.

The Branch is responsible for implementing the following standards:

e Assigning responsibility for the operational risk at the Branch.

e Use of information systems to record the identification and assessment of operational risks
and to generate appropriate, regular operational risk reporting.

o Assessment of risks inherent in the processes, activities, and products.

e Reporting of the operational risk loss data to the management; and

¢ Consideration of risk mitigation, including insurance, where it is cost-effective.
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Basel Approach Adopted to Measure Operational Risk
The Branch applies Basic Indicator Approach for Operational Risk reporting under Pillar 1.

Operational risk: Risk Weighted Assets
December December

2022 2021
Risk Weighted Assets AED'000 AED'000
Operational risk 66,692 77,608
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Remuneration

Compensation Strategy

Deutsche Bank recognizes that its compensation system plays a vital role in supporting its strategic
objectives. It enables us to attract and retain the individuals required to achieve our bank’s objectives.
The Group Compensation Strategy is aligned to Deutsche Bank’s strategic objectives and to its
corporate values and beliefs. The Group Compensation Policy informs our employees about the
implementation of the Compensation Strategy, governance processes as well as compensation
structures and practices. All relevant documents are available to employees via our intranet site.

Total Compensation Framework

Our compensation framework emphasizes an appropriate balance between Fixed Pay (FP) and
Variable Compensation (VC) — together Total Compensation (TC). It aligns incentives for sustainable
performance at all levels of Deutsche Bank whilst ensuring the transparency of compensation
decisions and their impact on shareholders and employees. The underlying principles of our
compensation framework are applied to all employees equally, irrespective of differences in seniority,
tenure, or gender.

The bank has assigned a Reference Total Compensation (RTC) to eligible employees that describes
a reference value for their role. This value provides our employees orientation on their FP and VC.
Actual individual TC can be at, above or below the Reference Total Compensation, based on Group
affordability, and performance expectations having been satisfied at Group, divisional and individual
levels, as determined by Deutsche Bank at its sole discretion.

Fixed Pay is used to compensate employees for their skills, experience, and competencies,
commensurate with the requirements, size, and scope of their role. The appropriate level of FP is
determined with reference to the prevailing market rates for each role, internal comparisons, and
applicable regulatory requirements. FP plays a key role in permitting us to meet our strategic
objectives by attracting and retaining the right talent. For most of our employees, FP is the primary
compensation component with a share of greater than 50% of TC.

Variable Compensation reflects affordability and performance at Group, divisional, and individual
level. It allows us to differentiate individual performance and to drive behavior through appropriate
incentive systems that can positively influence culture. It also allows for flexibility in the cost base. VC
generally consists of two elements — the Group VC Component and the Individual VC Component.
The Individual VC Component is delivered either in the form of Individual VC (generally applicable for
employees at the level of Vice President (VP) and above) or as Recognition Award (generally
applicable for employees at the level of Assistant Vice President (AVP) and below). In cases of
negative performance contributions or misconduct, an employee’s VC can be reduced accordingly
and can go down to zero. VC is granted and paid out subject to Group affordability. Under our
compensation framework, there continues to be no guarantee of VC in an existing employment
relationship. Such arrangements are utilized only on a very limited basis for new hires in the first year
of employment and are subject to the bank’s standard deferral requirements.

The Group VC Component is based on one of the overarching goals of the compensation framework
— to ensure an explicit link between VC and the performance of the Group.

Individual VC takes into consideration several financial and non-financial factors, including the
applicable divisional performance, the employee’s individual performance, conduct, and adherence
to values and beliefs, as well as additional factors such as the comparison of pay levels with the
employee’s peer group and retention considerations.

Recognition Awards provide the opportunity to acknowledge and reward outstanding contributions
made by the employees of lower seniority levels in a timely and transparent manner. Generally, the
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overall size of the Recognition Award budget is directly linked to a set percentage of FP for the eligible
population, and it is currently paid out twice a year, based on a review of nominations and
contributions in a process managed at the divisional level.

Employee benefits complement Total Compensation and are considered FP from a regulatory
perspective, as they have no direct link to performance or discretion. They are granted in accordance
with applicable local market practices and requirements. Pension expenses represent the main
element of the bank’s benefits portfolio, globally.

Limited to extraordinary circumstances, the bank reserves the right to grant Retention Awards to help
induce select employees which are at risk of leaving and that are critical to the bank’s future, to remain
at the bank. Retention Awards are generally linked to certain critical events in which the bank has a
legitimate interest in retaining the employee for a defined period. This serves to minimize operational,
financial, or reputational risk. These awards are considered VC in a regulatory sense and are
generally subject to the same requirements as other VC elements.

For details on Deutsche Bank AG’s Compensation Framework and other related Disclosures, please
refer to Compensation Report and Corporate Governance Report:

https://investor-relations.db.com/corporate-governance/reports/

AED '000 a b
. Other
Remuneration Amount Senior Material Risk-
Management
takers

1 Number of employees 1 3

2 Total fixed remuneration 1,514 2,372

3 Of which: cash-based 1,514 2,372

4 Fixed Of which: deferred

5| Remuneration |Of which: shares or other share-linked instruments

6 Of which: deferred

7 Of which: other forms

8 Of which: deferred

9 Number of employees 1 3
10 Total variable remuneration 222 345
11 Of which: cash-based 222 345
12 Variable Of which: deferred
13| Remuneration |Of which: shares or other share-linked instruments
14 Of which: deferred
15 Of which: other forms
16 Of which: deferred
17|Total Remuneration (2+10) 1,736 2,717

Benefits included under Fixed Remuneration consist of: Housing Allowance, Leave / Travel
Allowance, Severance Payments, Leave encashment and Relocation expenses if any.
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Group Disclosure

Deutsche Bank AG Abu Dhabi Branch is a branch of Deutsche Bank AG, incorporated in Federal
Republic of Germany.

For additional information on Deutsche Bank AG Pillar 3 disclosures, please refer to Pillar 3 Report,
available at following link:

https://investor-relations.db.com/reports-and-events/regulatory-reporting/
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