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Deutsche Bank AG
Q4 2022: Solid business performance and controlled costs
support profits

All comparisons in this report are made to Q4 2021 unless otherwise indicated.

In Q4 2022, Deutsche Bank AG (DB, A1 stable/A1 stable, baa21) reported a net profit of
€1.978 billion, up from €315 million one year ago, including a positive year-end deferred tax
asset valuation adjustment for €1.4 billion, compared to €274 million last year, due to strong
performance in US operations in 2022. Excluding all extraordinary charges and on-off items,
DB reported an adjusted2 pretax profit of €845 million, up 23% from Q4 2021. During Q4
2022, net extraordinary items of €70 million remained low, and only contained €31 million of
restructuring and transformation charges.

This overall solid result was supported by rising interest rates and strong client activity in the
bank's Corporate Bank (CB), Private Bank (PB) and solid flow business within Fixed Income
and Currencies (FIC). Operating expenses remained well contained despite the inflationary
environment. ‘Core Bank’ revenues excluding exceptional items grew 3% year-over-year, while
adjusted costs declined 4%3. Loan loss charges stood at €351 million (Q4 2021: €254 million;
Q3 2022: €350 million) or 25 basis points (bps) of gross loans, reflecting mainly several
idiosyncratic impairment events and remaining in line with the guidance provided by the bank
earlier in the year.

DB's 'Core Bank' reported a net return on tangible equity of 14.9%, beating the 3.4% achieved
the year prior, ending the full year 2022 at 11.3%, 4.9 percentage points above 2021 and above
the bank's 9% target set for 2022 and above 10% target set for 2025. At group level, DB
reported in Q4 an adjusted net return4 on shareholders' equity of 4.0% (3.4% in Q4 2021), a
net return on total assets of 0.16% and a net return on risk-weighted assets (RWAs) of 0.61%.

Revenues benefit from rising rates while costs settle in at higher levels. DB reported
total group revenues of €6.1 billion5, up 3% year-over-year but declining 10% sequentially.
This solid performance, in a challenging operating environment, was largely driven by revenue
strength in the bank's CB and PB segments, displaying revenue growth of 30% and 8%,
respectively. This was partly offset by lower Investment Banking (IB) revenues (-10%) and Asset
Management (AM; -23%) performance. Group adjusted costs6 declined 5%, mainly owing
to lower transformation charges as DB completed the transformations initiated in 2019, flat
compensation charges and slightly lower IT and professional services charges. The cost-to-
income7 ratio stood at 82% for the quarter, up ten percentage points sequentially but down
from 94% the year prior. Excluding transformation charges and bank levies, adjusted costs
decreased 2% confirming strong control on costs in the businesses, despite the inflationary
environment and growth in activity. Although DB has achieved its 2019 transformation plan,
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we expect the bank to continue to implement cost efficiency measures to reduce its cost-to-income ratio from the 75% achieved in
the full year 2022 to 2025 of below 62.5%. DB identified cost saves of more than €2 billion between 2022 and 2025, split between
German Private Banking and various IT and infrastructures, we expect that continued inflation in the coming quarters could challenge net
efficiency gains in the short-term and they could materialize more towards the end of the plan. All businesses' revenues in the full year
2022 have exceeded projections from DB early in the year, with the exception of the Asset Management division.

DB's capital and liquidity metrics were broadly stable sequentially. DB's Common Equity Tier 1 (CET1) capital ratio improved
3 bps sequentially to 13.4% in the fourth quarter, driven by this quarter's solid earnings. DB's CET1 ratio was around 290 bps above
minimum regulatory requirement in 2022. We expect this buffer will reduce in the first half of 2023, as additional CET1 requirement
of around 60 bps will stem from higher Pillar 2 requirement, a 0.75% countercyclical buffer in Germany (up from 0%) and a sectoral
systemic risk buffer of 2% for German residential real estate exposures. The bank announced that the intended dividend payout ratio
will gradually increase to 50% by 2025 and, unlike many of their peers, they are not resuming share repurchase programs yet. The
bank's strong and sequentially broadly stable €256 billion liquidity reserve continued to stand well above regulatory requirements; and
the liquidity coverage ratio (LCR) was 142%.

Detailed considerations
DB's leverage ratio remains among the lowest in the industry
DB reported a sequentially improving Tier 1 leverage ratio of 4.6%, 25 bps higher than in previous quarter. The leverage ratio
improvement stemmed from lower leverage exposures to €1,240 billion (Q3 2022: €1,310 billion; Q4 2021: €1,125 billion8), mainly
owing to seasonally reduced trading activity, foreign-currency translation positive effects and the issuance of an Additional Tier 1
instrument for €1.25 billion in November. We expect the bank to manage towards a leverage ratio of 4.5% or higher going forward in
an effort to close the gap to its peer group.

Exhibit 1

Common Equity Tier 1 (CET1) ratio and Tier 1 Leverage Ratio for Global Investment Banks, as of end-December
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Source: Company reports, Moody's Investors Service

DB's asset performance remains solid, despite gradual normalisation
As an IFRS reporter, DB’s Q4 2022 loan loss charges totaled €351 million, up meaningfully from €254 million provided for in the fourth
quarter of 2021, but stable from the previous quarter. Slightly increasing from the previous quarter, €390 million of Stage 3 provisions

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the issuer/deal page on https://ratings.moodys.com for the
most updated credit rating action information and rating history.
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for impaired exposure contributed the most to the cost of risk, which represented 25 bps of gross loans for the quarter (FY 2022: 25 bps;
Q4 2021: 22 bps), mostly related to idiosyncratic events across all regions and segments unveiling no directional trend.

In Q4 the bank released €39 million of Stage 1 and 2 provisions, compared to a net release of €5 million in the prior-year quarter and a
net provision of €13 million in previous quarter. The release in Q4 was largely driven by a reduction in the overlays applied in previous
periods (Covid crisis and conflict in Ukraine) and gradually stabilizing macro-economic forecasts. Despite the meaningful provisioning
uptick in the second half of the year, management has updated its guidance for loan loss charges at the low end of a range of 25 to 30
bps of gross loans for 2023, close to Q4 level, as inflationary and economic pressures should abate at the end of 2023.

Exhibit 2

Loan loss charges (LLC) are likely to further gradually increase (€ million)
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Source: Company reports, Moody's Investors Service

Segmental results commentary
Unless indicated otherwise, figures displayed below are on a DB reported basis and comparisons are made versus Q4 2021.
The Investment Bank reported a pretax income of €106 million, down 67% year-over-year from very high level last year. Revenues
decreased 12% to €1.7 billion, reflecting a 71% decline in Origination and Advisory revenues that was not offset by a 27% increase
in FIC revenues. Adjusted costs9 increased 1%. Origination and Advisory revenues decline was driven by lower fee pools in ECM and
Advisory as well as lower DCM due to negative market conditions. DB underperformed its US peers in fixed income sales and trading
(+13% in $ terms versus US peers' aggregate of +26%) as well as Origination and Advisory (-74% in $ terms for DB compared with
US peers' aggregate of -7%).
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Exhibit 3

DB's profitability benefits from solid revenue performance in all core segments, despite slowdown in IB primary revenues
Adjusted quarterly pretax profits by business line (excluding litigation, impairments, DVA and one-offs), € million
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The Corporate Bank reported a pretax income of €726 million compared to €230 million during the same period last year, benefitting
from higher revenues across all business lines and lower costs. Revenues were up 30% driven higher interest rates and deposit volumes.
Loan loss provisions increased to €56 million compared with provisions of €47 million in Q4 2021, but were down on a sequential basis
(Q3 2022: €75 million). Adjusted costs10 were down 1% supported by lower compensation and administrative expenses.

The Private Bank reported a pretax profit of €651 million compared to a loss of €54 million in Q4 2021. Revenues were up 8% when
excluding specific items and a €305 million gain on sale of Financial Advisors business in Italy, supported by growth in the International
Private Bank (+10%) and Private Bank Germany (7%). Private Bank Germany revenues benefitted from higher net interest income
partly offset by lower fee income from insurance products. International Private Bank revenues' increase (excluding gain on sale) was
supported by higher deposit revenues and benefits from FX movements. Adjusted costs11 were down 6%. Provisions for credit losses
increased meaningfully to €224 million (Q4 2021: €139 million).

Asset Management reported a pretax profit of €81 million compared to €259 million for the same period last year. Revenues were
down 23% to €609 million driven by significantly lower performance fees partly reflecting a non-recurring large performance fee
on a Multi-Asset fund perceived in Q4 2021. Assets under management declined 11% year-over-year to €821 billion, and down 1%
sequentially driven by negative market performance. Adjusted costs12 were down 9% reflecting lower compensation and administrative
expenses.

The Capital Release Unit (CRU), DB's non-core wind-down segment, reported a pretax loss of €197 million compared to a €353
million loss last year. Leverage exposure declined to €22 billion during Q4, largely reflecting continued deleveraging. Risk-weighted
assets also slightly declined to €24.3 billion, including €18.8 billion of operational risk-weighted assets. The Capital Release Unit will
cease to be reported as a separate divisional segment in 2023, after the bank achieved its 2019 transformation targets.

Rating Considerations
Deutsche Bank has a BCA of baa2 and is rated A1 for deposits, A1 for senior unsecured debt, Baa1 for junior senior unsecured debt and
is assigned a Counterparty Risk Assessment of A1(cr)/P-1(cr) and Counterparty Risk Ratings of A1/P-1. The long-term senior debt and
deposit ratings carry a stable outlook.

5          2 February 2023 Deutsche Bank AG: Q4 2022: Solid business performance and controlled costs support profits



MOODY'S INVESTORS SERVICE FINANCIAL INSTITUTIONS

Moody's Related Research
Credit Opinion

» Deutsche Bank AG, October 2022

In-Depth Reports

» Deutsche Bank AG: Higher profitability and diverse, highly collateralised loan book drive credit positive improvement in bank's
solvency, October 2022

» Biggest banks retain competitive advantage, but stiff obstacles loom post pandemic, October 2021

» Deutsche Bank AG: Strides in profitability show bank's credit positive restructuring is solidly on track, August 2021

» BNP Paribas, Deutsche Bank, HSBC Holdings and UniCredit: Tech investment and expansion outside core euro area markets will
drive increased returns from corporate banking, April 2021

» Rapid restructuring progress and clean balance sheet set bank on stable course to complete strategic overhaul, November 2020

» Sweeping revamp of business model will be credit positive when and if achieved, July 2019

Issuer Comments

» Alleged greenwashing at Deutsche Bank's asset management arm shows rising regulatory scrutiny of ESG disclosures, June 2022

» Deutsche Bank AG: Strategic evolution moves revenue growth to the forefront as cost inflation bites, March 2022

» DB’s accelerated adoption of environmental, social and governance criteria is credit positive, May 2021

» Franchise stability and continued cost control will help support DB's credit profile, December 2020

» Restructuring progress supports DB's asset performance, June 2020

» Continued strong execution and client retention will help support DB's credit profile, December 2019

» Discontinuation of merger talks with Commerzbank resets the focus to standalone execution and strategic options, April 2019

Latest Rating Action

» Moody's upgrades Deutsche Bank AG's long-term ratings, outlook stable, October 2022

Rating Methodology

» Banks Methodology, July 2021

To access any of these reports, click on the entry above. Note that these references are current as of the date of publication of this
report and that more recent reports may be available. All research may not be available to all clients.
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Endnotes
1 The ratings shown in this report are DB’s deposit rating/senior unsecured debt rating, outlook(s), and Baseline Credit Assessment (BCA).

2 Adjusted figures are excluding specific revenue and cost items as disclosed by DB. We further adjust for one-time items such as goodwill impairments and
DVAs.

3 All figures excluding specific revenue and cost items as disclosed by DB.

4 We assume an average tax rate net of deferred tax asset effects of 35%.

5 Excluding specific items as defined by DB.

6 As defined by DB.

7 As reported unadjusted

8 As displayed here, DB's Q4 2021 leverage exposure includes certain central bank balances (“Euro-based exposures facing Eurosystem central banks”) that
could normally be (temporarily) excluded following the European Central Bank's decision (EU) 2021/1074. Excluding these balances, the Q4 2021 leverage
exposures would have been €1,223 billion.

9 Excluding transformation charges

10 Excluding transformation charges

11 Excluding transformation charges

12 Excluding transformation charges
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