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War burg Bank focuses on Ger man locations

Systematic expansion of outstanding positioning as an independent private bank
in Germany under a single brand

Concentration on serving German and international clientsfrom within
Germany following salesin Switzerland and L uxembourg

Acquisition of NORD/LB Asset Management expands Asset M anagement
Unsatisfactory earningsin challenging interest rate and regulatory environment
Capital ratiosimproved

Provision recognized for risks

Hamburg, May 3, 2018 — Hamburg-based private barf.Marburg & CO was formed in 1798 and

is now in its 220th fiscal year. With its familyddaground, it is one of the few independent, owner-
managed private banks with a deep knowledge oBtrenan middle market. Headquartered in
Hamburg, the Bank has a presence in all major enanieegions in Germany. It offers its clients, who
include high net worth individuals and corporatd arstitutional clients, a comprehensive range of
services in its Investment Banking, Private Bankargd Asset Management divisions. Its small
number of shareholders have extensive experienttedfanking sector and have been responsible for
the Bank’s strategy, which is based on its indepand, for many years.

The Bank is managed by three partners: JoachinriOsée@ 7, Spokesman), Dr. Peter Rentrop-Schmid
(49), and Eckhard Fiene (56). After more than 3rgeat the Bank, Dr. Henneke Litgerath (63)
stepped down to become a member of the Sharehotarenittee as of the beginning of the year.

Faced with a continuing and challenging mix of iowerest rates, intense regulatory activity, public
criticism, and shareholder objectives, banks neemlitically review and enhance their business
models, and adapt them to the new situation. Ir'¥ 2@%arburg Bank successfully finished integrating
its Bankhaus Hallbaum, Bankhaus Carl F. Plump & Bé&nhkhaus Lébbecke, and Schwéabische Bank
branches. The process, which started in 2016,ledtaptimizing a large number of workflows,
leveraging synergies, and cutting back office pas#.

Despite this, all locations continued to offer thage of services associated with a universal bank.
The specialist subsidiaries Marcard, Stein & Co (#&nily office bank) and M.M.Warburg

M.M.Warburg & CO (AG & Co.) Kommanditgesellschaft auf Aktien
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Hypothekenbank AG (real estate finance) are manimgitheir strong performance as independent
institutions.

At the end of 2017, Warburg Bank finished strataliycstreamlining its foreign activities.
M.M.Warburg Bank Schweiz AG’s classic private cliboisiness was transferred to St. Galler
Kantonalbank AG. The Warburg Group’s family offigeit in Switzerland, PCP Private Client
Partners AG, assumed responsibility for the lafgenily fortunes.

At the same time, the Bank carried on strategicallligning its asset management activities. As of
the year-end, Warburg Bank sold its two Luxembaurgsidiaries, M.M.Warburg & CO Luxembourg
S.A. and WARBURG INVEST LUXEMBOURG S.A., to Apex @uip Ltd. A strategic partnership

was agreed with Apex for the asset managementcesribased in Luxembourg. Following the sales,
future growth will focus on the German market. Witthe Asset Management division, there is a shift
taking place away from administrative activitiesldowards portfolio management. This move
significantly streamlines the increasingly compseyervisory requirements associated with cross-
border activities.

As part of the Bank’s growth and focus strategyGermany, it signed an agreement to purchase a
majority interest in NORD/LB Asset Management; gpfarward, this will form part of the Asset
Management division alongside WARBURG INVEST Kalaitdagegesellschaft mbH. The
acquisition largely offsets the volumes shed assalt of the sale of the Bank’s activities in
Luxembourg. The new company will strengthen thel@aasset management and servicing solutions
offering, and extend the use of forward-lookin@tgies such as liquid alternatives, sustainable
investments, and quantitative approaches goingaawAnother focus will be on expanding German
and European small and mid-cap stocks, which drereely well positioned on the market thanks to
the Warburg Small & Mid-Caps fund.

Joachim Olearius. “Strategically streamlining our infrastructure hasovided us with a coherent
response to the excessive regulatory requirementsoin-systemically relevant banks. We are
positioning ourselves as an alternative to banks e either too large or too small. And, thanés t
our concentration on the quality of our core bussieegments, we are experiencing encouraging
demand.”

In the fall of 2017, the Warburg Navigator became of the first German robo-advisors to hit the
market. The tool was developed together with Eliptlee Berlin-based fintech company, and
combines standard non-predictive mathematical nsodith the fundamental expertise offered by
Bank’s asset managers. The result is an indiviohvalstment strategy for client assets of EUR 20,000
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or more. Work is now progressing on optimizing thedel to produce highly customized portfolios.
The Navigator and the OWNLY family office app fopart of Warburg Bank’s digital strategy.

The shipping unit, for which additional staff weeeruited, also performed well and was expanded to
include new offerings. In addition to providing eanvative financing, the focus is increasingly
shifting towards offering support for the operatibahipping business and hence acting as a service
provider for the sector. As a result, the Bank afale to acquire new clients both in Germany and
abroad.

In April 2018, Warburg Bank introduced a new logn dhe Warburg brand name has now been
added at the start of all unit names, and espgdtadl branch offices. This clear and transparent
positioning presents the Warburg Group as a siegfiey throughout Germany.

Joachim Olearius: “The Warburg brand’s reputation for business-owf@eused banking services
extends far beyond Germany. We shall continuefén tifis service internationally from within the
country.”

In the past 12 months, the Bank had to fulfill @yé&anumber of new European and German regulations
and to implement them in its business operatidrsuidcessfully complied with all requirements, and

in particular those relating to MiFID Il, PSD IIMER, the European Union’s 4th Anti-money
Laundering Directive, the new Wire Transfer Regalatthe introduction of legal entity identifiers
(LEIs), and the revised InvestmentsteuergesetS(lav- German Investment Tax Act) on time and in
full, without resorting to the large-scale use xteenal consultants. Nevertheless, the excessive
regulatory requirements are a significant costedriv

Business Performance

Consolidated total assets for M.M.Warburg & CO GreiismbH as of the December 31, 2017,
reporting date amounted to EUR 7.4 billion (pregigear: EUR 8.4 billion). The decline was due to
the deconsolidation of M.M.Warburg Bank (Schweif3 And of the Luxembourg companies
previously belonging to the Group. It was partlfset by the acquisition of fund assets under a
fiduciary relationship. This was also largely rasgible for the slight increase in Warburg Banksko
assets, which rose from EUR 5.1 billion to EUR lildon.

The Bank’s core capital ratio rose to 12.7%, ardie@rovement on the prior-period figure (11.2%).
The Group'’s total capital ratio increased signiiityfrom 11.6% in the previous period to 13.1%.
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The core capital ratio for the Group improved fr8r8% to 10.3%, while Group equity amounted to
EUR 365.1 million (previous year: EUR 372.7 milljo®@wn funds, which also include Tier 2 capital,
totaled EUR 469.3 million as of the reporting dgeevious year: EUR 423.7 million). As a resulg th
M.M.Warburg & CO Group comfortably meets all supsovy capital requirements.

Joachim Olearius: “Our owner families continue to see our independeas a big advantage for our
clients, as this allows us to actively pursue aummon interests.”

Net fee and commission income rose encouraginglinag the reporting period, climbing almost 9%
to EUR 175.1 million after EUR 161.0 million in tipeevious year. The ongoing low interest rate
environment continued to impact the Group’s nedrigsit income. The figure declined year-on-year
from EUR 56.4 million to EUR 49.2 million. The ratof net fee and commission income to net
interest income was 78% to 22%. Fee and commissamme is derived from several sources,
reflecting the Bank’s broad business base. Thetieguand Equity Capital Markets units turned in a
strong performance hand in hand with Warburg Rebearhile Asset Management also grew
substantially. The sale of the Luxembourg busites$o a fall in the total volume of assets under
management from EUR 54.1 billion to EUR 39.3 hiilio

Net trading income increased from EUR 8.8 milliarthie previous year to EUR 10.5 million. The
cost trend was unsatisfactory, due among othegshio the organizational changes within the
Group. The Group’s cost/income ratio was 97.9%\jpres year: 94.4%).

At the level of Warburg Bank, net income for thpading period improved substantially year-on-year
to EUR 27.0 million (EUR 7.0 million) as a resufttbe disposal gain associated with the sale of the
Luxembourg companies.

Consolidated net income for the year amounted tB BE0.0 million compared with EUR 22.2 million
in the previous year. One-time factors associatéu the sale of the Luxembourg units and a
provision for operational risks were key items efiieg earnings. Net loan loss provisions declined
year-on-year. The remaining provisions primarillated to the shipping loans business.
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Operational Risk

In the course of the past fiscal year and at the: of the new calendar year, individual mediaetstl
published conjectures and speculations that th& Bas involved in performing share transactions
around the relevant dividend record dates. Thigelgrgoes back to proprietary share trading by the
Bank around the time that the dividend paymenteweade; these trades were settled via a domestic
custodian bank in the period between 2007 and 284dttlement within Germany prevents the
investment income tax being refunded twice at évell of Warburg Bank. Nevertheless, the public
prosecutor in Cologne has been investigating sen&ragers and employees of M.M.Warburg & CO
in this context since 2016 on the grounds of atiainsuspicion of tax evasion. M.M.Warburg & CO
has cooperated in full with the public prosecutmdt the tax investigators ever since the allegations
became known. Nevertheless, in 2017 the compedrmtiithority, acting on the instructions of the
Federal Finance Ministry, revoked the tax offsetagofor M.M.Warburg & CO Gruppe GmbH for
2010. An appeal has been lodged against the dantkethe application that was made to stay the
execution of the decree was granted. Senior maragamconvinced that its tax treatment of the
transactions complies with all legal requiremeS8iace the audits being performed in this connection
have not yet been completed, the possibility aitesl claims being brought against M.M.Warburg &
CO Gruppe GmbH cannot be fully ruled out as yet.tkis reason, M.M.Warburg & CO Gruppe
GmbH recognized a provision for operational ridkest tovers in full the tax and interest receivables
for 2010 and 2011 that are not time-barred.

Outlook

Germany’s economy has remained remarkably staldat®in a changing global environment that is
dominated by negative interest rates, a shiftingipal landscape, and technical accessibility.
Equally, there are currently few signs that thestt will reverse in the near future. Forecasts asigg
that the global economy will continue to gain motaemthis year, and that 2018 will be another
successive year of growth. Despite the positivelfumental data, however, stock exchanges came
under pressure for a time in the first quarter.

The earnings pressure on banks will continue urgdndias long as the ECB maintains its low interest
rate policy and regulatory activity remains interisgplementing MiFID Il represents a challenge in
the Bank’s advisory business for both private anstitutional clients — and, as desired by lawmakers
is resulting in a paternalistic approach to themaddition, young start-ups — fintechs — are crongydi
onto the market and developing a wide range ofalifjinancial services. These are undoubtedly
triggering a burst of innovation in the sector. Hmer, it is still difficult at present for banksdan
clients to tell what services offer long-term addatue — a topic where security and trust remain
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extremely important. Warburg Bank’s sound finanstainding, long track record, and stable
shareholder background will remain in demand ia thodern environment as well.

One of the key challenges facing the Asset Managetieision will be to identify companies that
will be among the winners of the ongoing procesolinological transformation. For clients, this
means that new markets and new sectors will bo#rgenand disappear more and more quickly. An
active approach to these changes is needed. WdBamigs goal is to be a reliable and innovative
partner at all times, and it can continue to baiida stable foundation in its 220th year of busines

New technology is also becoming more and more itapbfor traditional banks. Although ongoing
regulatory and earnings pressure has put the rairsfon safeguarding and optimizing existing
operations, Warburg Bank is aware that it is esseiot push forward with implementing its
systematic digital transformation process if itdgemain competitive and fit for the future. THghh
up-front costs will be offset by savings and imgd\profitability.

The Bank’s number one priority is to ensure thestattion of all its clients with the goal of

continuing to find the best solutions together spait of trust and cooperation, in the futurdérathe
past.
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Overview of key figuresfor fiscal years 2017 and 2016

The Warburg Group

2017

2016

Income before taxes

EUR 17.4 millipn EUR 29.7 million

Net interest income

EUR 49.2 milli

n EUR 56.4 million

Net fee and commission income EUR 175.1 milljoeUR 161.0 million
Own funds EUR 469.3 million| EUR 423.7 million
Total assets EUR 7.4 billion EUR 8.4 billion
Assets under management EUR 39.3 billion EUR 54.1 billion
Cost/income ratio 97.9% 94.4%
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