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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 IlI
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 quarter ended 30 June 2023, including comparative information (where
applicable).

Group Disclosures

The Group employs a 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/
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Overview of Risk Management & RWAs

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:

o 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 .

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.
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Jun-23 Mar-23 Dec-22 Sep-22 Jun-22
AED'000 AED'000 AED'000 AED'000 AED'000
Available capital (amounts)
1 |Common Equity Tier 1 (CET1) 463,983 464,496 464,496 456,769 456,742
la |Fully loaded ECL accounting model
2 |Tierl 463,983 464,496 464,496 456,769 456,742
2a |Fully loaded accounting model Tier 1
3 |Total capital 482,574 482,310 485,825 478,207 481,828
3a |Fully loaded ECL accounting model total capital
Risk-weighted assets (amounts)
4  |Total risk-weighted assets (RWA) 1,556,355 1,494,582 1,773,396 1,782,611 2,074,094
Risk-based capital ratios as a percentage of RWA
5 |Common Equity Tier 1 ratio (%) 29.81% 31.08% 26.19% 25.62% 22.02%
5a |Fully loaded ECL accounting model CET1 (%)
6 |Tier 1 ratio (%) 29.81% 31.08% 26.19% 25.62% 22.02%
6a |Fully loaded ECL accounting model Tier 1 ratio (%)
7 |Total capital ratio (%) 31.01% 32.27% 27.40% 26.83% 23.23%
7a |Fully loaded ECL accounting model total capital ratio (%)
Additional CET1 buffer requirements as a percentage of RWA
8 |Capital conservation buffer requirement (2.5% from 2019) (%)
9 |Countercyclical buffer requirement (%)
10 |Bank D-SIB additional requirements (%)
Total of bank CET1 specific buffer requirements (%) (row 8 +
11 |row 9+ row 10)
CET1 available after meeting the bank's minimum capital
12 |requirements (%) 20.51% 21.77% 16.90% 16.33% 12.73%
Basel lll Leverage Ratio
13 |Total Basel Ill leverage ratio measure 4,489,620 4,405,845 5,018,597 5,018,597 5,057,881
14 |Basel Ill leverage ratio (%) (row 2/row 13) 10.33% 10.54% 9.26% 9.26% 9.03%
Fully loaded ECL accounting model Basel Il leverage ratio (%)
14a |(row 2A/row 13)
Liquidity Coverage Ratio
15 |Total HQLA
16 |Total net cash outflow
17 |LCR ratio (%)
Net Stable Funding Ratio
18 |Total available stable funding
19 |Total required stable funding
20 |NSFR ratio (%)
ELAR
21 |Total HQLA 887,733 848,602 838,509 870,035 898,032
22 |Total liabilities 2,051,548 1,930,426 2,023,093 1,927,540 2,149,424
23 |Eligible Liquid Assets Ratio (ELAR) (%) 43.27% 43.96% 41.45% 45.14% 41.78%
ASRR
24 |Total available stable funding 2,205,150 2,172,751 2,305,839 2,139,513 2,372,676
25 |Total Advances 573,531 244,147 581,718 548,896 850,206
26 |Advances to Stable Resources Ratio (%) 26.01% 11.24% 25.23% 25.66% 35.83%

Total Capital Ratio
TCR for the Branch as of June 30, 2023, is 31.01%.
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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.

Jun-23
AED'000

Deutsche Bank
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Mar-23
AED'000

@10.5%
AED'000

a |

b

C

RWA

Minimum
capital
requirements

T

T-1

T

Credit risk (excluding counterparty credit risk)

1,487,299

1,425,137

156,166

Of which: standardised approach (SA)

1,487,299

1,425,137

156,166

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)

Of which: other CCR

Credit valuation adjustment (CVA)

Equity positions under the simple risk weight approach

Equity investments in funds - look-through approach

Equity investments in funds - mandate-based approach

Equity investments in funds - fall-back approach

Settlement risk

Securitisation exposures in the banking book

Of which: securitisation internal ratings-based approach (SEC-IRBA)

18

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

19

Of which: securitisation standardised approach (SEC-SA)

20

Market risk

205

595

22

21

Of which: standardised approach (SA)

205

595

22

22

Of which: internal model approaches (IMA)

2

w

Operational risk

68,850

68,850

24

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

7,229

25

Floor adjustment

26

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

1,556,355

1,494,582

163,417
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Leverage Ratio (LR2)
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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.

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.

Jun-23

Mar-23

AED'000

AED'000

On-balance sheet exposures

=

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

2,541,945

2,410,464

N

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

513

w

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

2,542,458

2,410,464

Derivative exposures

I

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

Ul

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)

Yo}

Adjusted effective notional amount of written credit derivatives

10

(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

Securities 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

3,811,689

3,886,136

18

(Adjustments for conversion to credit equivalent amounts)

(1,864,527)

(1,890,775)

19

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

1,947,162

1,995,361

Capital and total exposures

20

Tier 1 capital

463,983

464,496

21

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

4,489,620

4,405,845

Leverage ratio

22|Basel lll leverage ratio

10.33%

10.54%
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Liquidity

Eligible Liquid Assets Ratio
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.

Deutsche Bank
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As of June 30, 2023, branch's ELAR is 43.27% which is more than the required minimum of 10%.

30-Jun-23 31-Mar-23 31-Dec-22 30-Sep-22 30-Jun-22
Q12023 Q12023 Q42022 Q32022 Q2 2022
. . Lo Eligible Liquid Eligible Liquid | Eligible Liquid | Eligible Liquid | Eligible Liquid
I QT LIt Asels Asset Asset Asset Asset Asset
1.1|Physical cash in hand at the bank 0 0 0 0 1
1.2|Statutory reserves with Central Bank 137,733 78,602 78,509 90,035 898,031
13 Free and other account balances at the Central Bank (excluding statutory 750,000 770,000 760,000 780,000 0
reserves)
1.4|Central Bank CDs (unencumbered)
1.5|UAE Federal Government Bonds and Sukuks
Sub Total (1.1 to 1.5) 887,733 848,602 838,509 870,035 898,032
16 UAE local governments publicly traded debt securities (0% Risk Weighted 0 0 0 0
"~ |under BIl Standardized Approach) Rated A+ and above
17 UAE local governments publicly traded debt securities (0% Risk Weighted 0 0 0 0
" |under Bl Standardized Approach) Rated A and below or unrated
18 UAE Public sector publicly traded debt securities (non commercial, 0% Risk 0 0 0 0
"~ |Weighted under Bll Standardized Approach) Rated A+ and above
19 UAE Public sector publicly traded debt securities (non commercial, 0% Risk 0 0 0 0
"~ |Weighted under Bll 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 o
"~ |central banks (0% Risk Weighted under Basel Il Standardized Approach)
1.11|Total 887,733 848,602 838,509 870,035 898,032
2|Total liabilities (BRF-2 LIAB: ltem nos. 29- 18.1- (25- 25.5)- 26.7- 28) 2,051,548 1,930,426 2,023,093 1,927,540 2,149,424
3|Eligible Liquid Assets Ratio (ELAR) 43.27% 43.96% 41.45% 45.14% 41.78%
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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 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 26.01%, this is the equivalent percentage of the
total advances being funded by stable resources (i.e., customer deposits, etc.). This provides the
branch enough flexibility in managing extra resources and its balance sheet in the long-term.

30-Jun-23 | 31-Mar-23 | 31-Dec-22 | 30-Sep-22 | 30-Jun-22
Amount Amount Amount Amount @ Amount

11 Net Len_ding (gross loans - specific and collective provisions + 441,072 139,561 114,845 68,347 368,769
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) 132,459 104,586| 466,873| 480,549 481,437

1.4 |Interbank Placements

| | 2.1 |Total capital + general provisions 490,398| 480,038| 490,091| 462,339 458,414
2.1.1 |Goodwill and other intangible assets 513 0 0 36 72
2.1.2 |Fixed Assets 1,404 2,159 1,821 1,861 2,078

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

1,917 2,159 1,821 1,897 2,150
488,481| 477,879| 488,270| 460,442| 456,264

Funds from the head office with Head Office loans towards
meeting Large Exposure Funding (BRF 2 Liab- item 26.6)

231 901,890, 897,552| 960,400 792,546/ 940,200

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 182,681 169,562 164,928 187,797 173,147
2.3.5 |Customer Deposits 632,097 627,758 692,241 698,728 803,066
236 Capital market funding/ term borrowings maturing after 6

months from reporting date

1,716,669| 1,694,872| 1,817,569| 1,679,071] 1,916,412
2,205,150 2,172,751| 2,305,839 2,139,513| 2,372,676

26.01 11.24 25.23 25.66 35.83
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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),

e 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.
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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
1|stock companies) capital plus related stock surplus Same as (h) from CC1 template
2|Retained earnings 1,313
3|Accumulated other comprehensive income (and other reserves) 29,083
Common share capital issued by third parties (amount allowed in group
5|CET1) 434,100
6/Common Equity Tier 1 capital before regulatory deductions 464,496
Common Equity Tier 1 capital regulatory adjustments
7|Prudent valuation adjustments
8|Goodwill (net of related tax liability) CC1 (a) minus (d)
Other intangibles other than mortgage servicing rights (net of related tax
9|liability) (513)|CC1 (b) minus (e)
Deferred tax assets that rely on future profitability, excluding those
10|arising from temporary differences (net of related tax liability)
11|Cash flow hedge reserve
12|Shortfall of provisions to expected losses
Securitisation gain on sale (as set out in paragraph 36 of Basel IlI
13|securitisation framework)
14|Gains and losses due to changes in own credit risk on fair valued liabilities
15|Defined benefit pension fund net assets
Investments in own shares (if not already subtracted from paid-in capital
16|on reported balance sheet)
17|Reciprocal cross-holdings in common equity
Investments in the capital of banking, financial and insurance entities that
are outside the scope of regulatory consolidation, where the bank does
not own more than 10% of the issued share capital (amount above 10%
18|threshold)
Significant investments in the common stock of banking, financial and
insurance entities that are outside the scope of regulatory consolidation
19|(amount above 10% threshold)
CC1 (c) minus (f) minus 10%
20|Mortgage servicing rights (amount above 10% threshold) threshold
Deferred tax assets arising from temporary differences (amount above
21|10% threshold, net of related tax liability)
22|Amount exceeding 15% threshold
23| Of which: significant investments in the common stock of financials
24| Of which: mortgage servicing rights
25| Of which: deferred tax assets arising from temporary differences
26|National specific regulatory adjustments
Regulatory adjustments applied to Common Equity Tier 1 due to
27|insufficient Additional Tier 1 and Tier 2 to cover deductions
28|Total regulatory adjustments to Common Equity Tier 1 (513)
29|Common Equity Tier 1 capital (CET1) 463,983
43|Total regulatory adjustments to additional Tier 1 capital -
44|Additional Tier 1 capital (AT1) -
45|Tier 1 capital (T1= CET1 + AT1) 463,983
Tier 2 capital: instruments and provisions
50|Provisions 18,591
51|Tier 2 capital before regulatory adjustments 18,591
Tier 2 capital: regulatory adjustments
57|Total regulatory adjustments to Tier 2 capital -
58|Tier 2 capital (T2) 18,591
59|Total regulatory capital (TC = T1 + T2) 482,574
60| Total risk-weighted assets 1,556,355
Capital ratios and buffers
61|/Common Equity Tier 1 (as a percentage of risk-weighted assets) 29.81%
62|Tier 1 (as a percentage of risk-weighted assets) 29.81%
63|Total capital (as a percentage of risk-weighted assets) 31.01%
Common Equity Tier 1 (as a percentage of risk-weighted assets) available
68|after meeting the bank's minimum capital requirement. 20.51%

Deutsche Bank ]/
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Table: Composition of Capital CC2
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AED '000 a b c
Jun-23 Balan.ce sh'eet as in published |Under regula.tory. scope of Reference
financial statements consolidation
Assets
Cash and balances at central banks 887,733 887,733
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 1,180,607 1,180,607
Loans and advances to customers 441,072 441,072
Reverse repurchase agreements and other similar secured lending -
Available for sale financial investments -
Current and deferred tax assets -
Prepayments, accrued income and other assets 31,130 31,130
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 1,404 1,404
Total assets 2,541,946 2,541,946
Liabilities
Deposits from banks 943,031 943,031
Items in the course of collection due to other banks -
Customer accounts 929,187 929,187
Financial liabilities designated at fair value -
Derivative financial instruments -
Debt securities in issue -
Accruals, deferred income and other liabilities 176,071 176,071
Current and deferred tax liabilities -
Provisions 21,377 21,377
Retirement benefit liabilities 3,259 3,259
Total liabilities 2,072,925 2,072,925
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 (21,756) (21,756)
Accumulated other comprehensive income (and other reserves) 56,677 56,677
Total shareholders' equity 469,021 469,021
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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.

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.

e 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.

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

¢ 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

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 is globally organized and conducts 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 “LE Review Meeting” which is represented by following:

1. Business COO,

Branch Manager,

CFO,

Business line managers, and
Treasury.

abkowbd

The forum meets regularly or as-and-when-required to review business deals in the pipeline and
manage proactively the pipeline to limit any LE breaches and to ensure that any excesses are covered
via collateral as per the applicable regulations. The committee 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.
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Credit Risk Mitigation Technique

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:

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

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

e 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.

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

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.
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| b c d e f
credit losses
Gross carrying values of : on SA exposures : Net values
Allowances/l | Allocated in Allocated in (a+b-0)
Defaulted Non-defaulted mpairments |regulatory category |regulatory category
exposures exposures of Specific of General
1 Loans 441,072 141 141 440,931
2 Debt securities -
3 Off-balance sheet exposures 3,811,689 537 537 3,811,152
4 Total - 4,252,761 678 - 678 4,252,083

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 distinct 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 887,733 - 887,733
Non-central government public sector
2|entities 138,737 138,737 138,737 9%
3|Multilateral development banks
4(Banks 1,209,646 2,975,099 1,205,855 1,503,857 810,338 54%
5|Securities firms
6|Corporates 292,543 836,590 296,334 443,305 525,451 35%
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 13,287 13,287 12,774 1%
14|Total 2,541,945 3,811,689 2,541,945 1,947,162 | 1,487,299 100%
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Standardized Approach — Exposures by Asset Class & Risk Weights
(CR5)

a b c d e f g h i j
Risk weight* 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 887,733 887,733
Non-central government public sector
2|entities 138,737 138,737
3|Multilateral development banks -
4|Banks 380,927 1,214,802 1,097,002 16,981 - 2,709,712
5|Securities firms -
6|Corporates 316 37,346 364,199 337,778 739,639
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 13,287 13,287
14(Total 1,268,976 - 1,252,148 - 1,461,201 - 506,782 - - 4,489,107
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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 diverse 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.

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

e Non-Trading Market Risk (“NTMR”) 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/.

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 risk 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.
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AED '000

Capital charge in SA

General interest rate risk

Equity risk

Commodity risk

Foreign exchange risk

205

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[NP |W[IN|EF

Default risk - securitisations (non-correlation trading portfolio)

10

Default risk - securitisations (correlation trading portfolio)

11

Residual risk add-on

12

Total
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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 and its Financial results and disclosures, please
refer to following website: https://investor-relations.db.com/
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