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Key figures

Income statement

1.1.-31.12.2019

1.1.-31.12.2018"

Operating profit (€m) 1,258 1,242
Operating profit per share (€) 1.00 0.99
Pre-tax profit or loss (€m) 1,129 1,242
Consolidated profit or loss? (Em) 644 862
Earnings per share (€) 0.51 0.69
Operating return on equity based on CET1% (%) 5.3 5.4
Return on equity of consolidated profit or loss® (%) 2.3 3.1
Cost/income ratio in operating business (excl. compulsory contributions) (%) 73.0 75.4
Cost/income ratio in operating business (incl. compulsory contributions) (%) 78.3 80.3
Balance sheet 31.12.2019 31.12.2018
Total assets (€bn) 463.6 462.4
Risk-weighted assets (€bn) 181.8 180.5
Equity as shown in balance sheet (€bn) 30.7 29.4
Total capital as shown in balance sheet (€bn) 38.6 38.5
Regulatory key figures 31.12.2019 31.12.2018
Tier 1 capital ratio (%) 14.3 13.4
Common Equity Tier 1 ratio* (%) 13.4 12.9
Common Equity Tier 1 ratio* (fully loaded, %) 13.4 12.9
Total capital ratio (%) 16.8 16.3
Leverage ratio (%) 5.3 5.0
Leverage ratio (fully loaded, %) 5.1 4.8
Staff 31.12.2019 30.09.2019
Germany 34,584 34,728
Abroad 13,928 13,829
Total 48,512 48,557
Ratings® 31.12.2019 30.09.2019
Moody's Investors Service, New York® A1/A1/P-1 A1/A1/P-1
S&P Global, New York’ A/A-/A-2 A/A-/A-2
Fitch Ratings, New York/London® A-/BBB+/F1 A-/BBB+/F1
Scope Ratings, Berlin® —/A/S—1 —/A/S-1

! Prior-year figures restated.
2 Insofar as attributable to Commerzbank shareholders and investors in additional equity components.
3 Average Common Equity Tier 1 capital (CET 1) fully loaded.

* The Common Equity Tier 1 ratio is the ratio of Common Equity Tier 1 capital (CET1) mainly subscribed capital,
reserves and deduction items) to risk-weighted assets. The fully loaded basis anticipates full application of

the new regulations.
® Further information can be found online at www.commerzbank.com.
N Counterparty rating and deposit rating/issuer credit rating/short-term liabilities.
7 Counterparty rating/deposit rating and issuer credit rating/short-term liabilities.

8 Ratio of net income attributable to Commerzbank shareholders after potential (completely discretionary) AT1-Coupon and average IFRS equity after

deduction of goodwill and other intangible assets without additional equity components and before minorities.

Due to rounding, numbers and percentages in this report may not add up to the totals provided.
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Letter from the Chairman of the

Board of Managing Directors

Frankfurt/Main, March 2020

Df’//‘;/ JZ/)/‘(%J/

2019 was another difficult year for the banking industry. Banks are facing major challenges in the form

of negative interest rates, more regulation, a weaker economy and tough competition. Nevertheless,

they have to accept the situation and take advantage of the opportunities as they come along. We

intend to do just that with the new “Commerzbank 5.0” strategy we presented in September 2019,

which will make the Bank ready to weather the storms that lie ahead, setting it up to be successful with

its customers even in a difficult market environment. This means significantly reducing our cost base,

while at the same time investing heavily in sales and faster digitalisation. Above all, we want to gain

even more customers by offering an attractive range of products and services. Commerzbank should be

the first choice for bank customers.

In the Private and Small-Business Customers segment, we will drive forward the expansion of the

mobile channel and bundle our digital expertise through the planned integration of comdirect. Our

branch network will remain a strong pillar of the strategy. In the Corporate Clients segment, we will

strengthen our sales activities and in particular our market presence in the Mittelstandsbank. We are

also targeting growth in selected international markets.

We are planning large-scale investment in technology to drive forward digitalisation, improve our

customer experience and ultimately generate savings by simplifying processes. A total investment

volume of around €1.6bn is planned, with some €750m for additional investments in digitalisation, IT

infrastructure and growth, and approximately €850m to cover restructuring costs for the required

headcount reduction and planned changes in the branch network.

A further Group-wide headcount reduction is unfortunately unavoidable due to the need to cut costs

in the competitive environment and counter the increasing pressure on margins. Around 4,300 full-time

positions in the Group are likely to be eliminated. The creation of approximately 2,000 new full-time

positions is planned in strategic areas. Thus, in net terms, the reduction in Group headcount will be

around 2,300 full-time positions. We will be discussing the details with the employee representative
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committees in the coming months. The aim is to make the planned headcount reduction as socially
responsible as possible. The “Commerzbank 5.0” strategy also envisages the sale of Commerzbank’s
majority stake in Poland’s mBank. This will enable the Bank to generate funds to permit rapid
implementation of the strategy and the associated investments. However, the sale is subject to the
condition that the offer price and transaction structure are suitable.

The further development of the strategy should help the Bank achieve further growth in customers
and assets and rising income by 2023, even in a market environment that is set to become increasingly
difficult. Commerzbank is aiming to reduce costs by around €600m by 2023 compared with the current
year. Following the sale of mBank, a cost base of no more than €5.5bn is planned for 2023. The target
capital ratio will remain unchanged at between 12% and 13%. With our strategy, we are placing long-
term success above short-term return targets. This is courageous, but it is also how we will be judged.
And we will work hard to achieve it.

The “Commerzbank 5.0” strategy will also allow us to anchor our corporate responsibility even more
firmly in our business model. For our business model to work, it depends on social acceptance, which
is the basic prerequisite for our economic success. This is also what we represent as “the bank by your
side” — fairness, competency and sustainability. To underpin this, in September 2019 we became one of
the first signatories of the United Nations Principles for Responsible Banking, which support the goals
of the Paris Agreement and the Sustainable Development Goals. A binding and unifying corporate
culture lays the foundation for the entrepreneurial and individual responsibility of every employee of
Commerzbank. Shared values such as customer focus, integrity, courage, performance and team spirit
shape our interactions within the Bank as well as with customers, business partners and society.

In 2019, Commerzbank’s income before loan loss provisions of €8.6bn was in line with the previous
year. The risk result was higher in the reporting year than in the previous year at €-620m. The fourth
quarter saw individual cases in the international corporate customer business in particular. Up to now,
no risk concentration has been be identified in our well-diversified loan book with regard to specific
industries and countries. The non-performing loans ratio further improved as at the end of 2019 to a
low 0.9%, which underscores the Bank’s strong risk profile. We were able to keep total costs —i.e.
operating expenses and regulatory compulsory contributions — below €6.8bn as announced. The
operating profit of €1,258m was slightly above the previous year’s level. After deductions for
restructuring expenses for the first phase of the planned headcount reduction as well as taxes and
minority interests, Commerzbank thus generated consolidated profit of €644m, compared with €862m
in the previous year.

The Private and Small-Business Customers segment performed positively in 2019, with continued
customer and asset growth. In total, the segment posted an operating profit of €846m, compared with
€735m in the previous year. The result was boosted by capital gains of around €100m from the sale of
comdirect subsidiary ebase.

The Bank’s corporate customer business delivered robust results. We are the market leader in
Germany and hugely important to German Mittelstand companies. However, against the backdrop of
low interest rates, intense price competition in the German market and an uncertain macroeconomic
environment, operating profit in the Corporate Clients segment fell to €328m overall in the year under
review, compared with €597m in the previous year.

With a CET1 ratio of 13.4% as at the end of December, we have a comfortable capital position and
considerably exceed all the applicable regulatory requirements.
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We will put a proposal before the Annual General Meeting to distribute a dividend of €0.15 per
share, which corresponds to an unchanged payout ratio from the previous year. We aim to propose a
similar dividend for the current financial year 2020.

The environment will remain challenging in 2020, and despite making a great deal of progress we
still have numerous tasks ahead of us. With regard to the planned integration of comdirect, we have
now acquired more than 90% of the company’s shares. Commerzbank has thus reached the required
threshold for a squeeze-out under merger law.

We expect to post a profit in 2020 even without the effects related to the sale of mBank. Our better
than expected operating performance and strong capital ratio in the fourth quarter of 2019 have
granted us leeway that we will use for our business and the implementation of our strategy. If we
continue to make such progress, I believe it will be possible to generate even higher returns than
forecast in our strategy communication.

Dear shareholders, I am delighted to welcome Sabine Schmittroth and Roland Boekhout to the
Board of Managing Directors of Commerzbank. With their appointment, the Board of Managing
Directors is ideally positioned to meet the challenges that lie ahead.

[ would like to take this opportunity to join with the entire Board of Managing Directors in extending
a special thanks to all the employees of the Bank for their hard work and commitment.

There is still another reason why 2020 is particularly special for Commerzbank. We are celebrating
our 150th anniversary this year. We are all delighted to be able to congratulate our Bank on this
milestone. We sincerely hope that you will continue supporting Commerzbank on its path into the
future. I am pleased to take this opportunity to invite you to our Annual General Meeting in Wiesbaden
on 7 May 2020, and I look forward to seeing you there.

Vouus
Lk p 7

Martin Zielke
Chairman of the Board of Managing Directors
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The Board of Managing Directors

Martin Zielke

Age 57, Chairman
Member of the Board of Managing
Directors since 5 November 2010

Jorg Hessenmiiller

Age 49, Chief Operating Officer
Member of the Board of Managing
Directors since 15 January 2019

Roland Boekhout

Age 56, Corporate Clients
Member of the Board of Managing
Directors since 1 January 2020

Michael Mandel

Age 53, Private and Small-Business
Customers

Member of the Board of Managing
Directors since 23 May 2016

Dr. Marcus Chromik

Age 47, Chief Risk Officer
Member of the Board of Managing
Directors since 1 January 2016

Dr. Bettina Orlopp

Age 49, Chief Financial Officer
Member of the Board of Managing
Directors since 1 November 2017

Stephan Engels

Age 58,

Member of the Board of Managing
Directors since 1 April 2012

(until 31 March 2020)

Sabine Schmittroth

Age 54, Compliance, Human Resources,
Customer Process & Data Management
Member of the Board of Managing
Directors since 1 January 2020

To our Shareholders



To our Shareholders

Commerzbank Annual Report 2019

Report of the Supervisory Board
Frankfurt/Main, March 2020

(acltpo

During the year under review, the Supervisory Board advised the Board of Managing Directors on its conduct

of the Bank’s affairs and regularly supervised the way in which Commerzbank was managed. The Board of
Managing Directors reported to the Supervisory Board at regular intervals, promptly and extensively, in both
written and verbal form, on all the major developments at the Bank, including in the periods between
meetings. The Supervisory Board received frequent and regular information on the Bank’s business position
and the economic situation of its individual business segments, its corporate planning, implementation of the
Commerzbank 4.0 strategy, the reorganisation under Campus 2.0, compliance issues, the performance of the
share price, sustainability matters and the strategic orientation of the Bank, including its risk strategy, and it
advised the Board of Managing Directors on these topics. The Supervisory Board was kept fully informed and
consulted on both the discussions with Deutsche Bank about a potential merger and the development of the
“Commerzbank 5.0” strategy. Between meetings, I, as the Chairman of the Supervisory Board, was also
continually in touch with the Chairman and other members of the Board of Managing Directors according to a
set timetable and kept myself up to date with the current business progress, strategic considerations, the risk
situation, risk management, compliance issues and major business transactions within both the Bank and the
Group.

The Supervisory Board was involved in all decisions of major importance for the Bank, giving its approval
after extensive consultation and examination wherever required.

Meetings of the Supervisory Board

Eleven meetings of the Supervisory Board were held during the financial year, plus two full-day strategy
meetings: one for the employee representatives and one for the shareholder representatives. As Chairman of
the Supervisory Board, I attended both strategy meetings.
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The focus of all ordinary meetings was the Bank’s current business position, which the Supervisory Board
discussed in detail with the Board of Managing Directors. The Supervisory Board considered in depth the
Bank’s financial and business performance, the risk situation, the strategy and its implementation status,
planning, compliance issues, the risk management system and the internal control system. Another area of
emphasis of the Supervisory Board’s activities was the financial performance and strategy of the individual
business segments. Finally, the Supervisory Board regularly discussed a range of issues where the Board of
Managing Directors was not present.

The Supervisory Board subjected the reports of the Board of Managing Directors to critical analysis, in
some cases requesting supplementary information, which was always provided immediately and to the
Supervisory Board’s satisfaction. The Supervisory Board also received information on internal and official
investigations into the Bank in Germany and other countries, asked questions regarding these, and then
formed its opinion on them. When necessary, the Supervisory Board passed resolutions between meetings by

way of circulars.

At the meeting on 13 February 2019, the Board of Managing Directors reported in detail on the current
business situation and the preliminary results for the 2018 financial year. The Supervisory Board also
discussed and resolved the variable remuneration of the members of the Board of Managing Directors for the
2018 financial year and was informed about the status of various regulatory audits. Brexit and the Group’s
risk strategies for 2019 were also discussed. In addition, the Supervisory Board addressed the report of the
Supervisory Board and the corporate governance report. Finally, the results of the Supervisory Board’s
evaluation and efficiency audit for the 2018 financial year were presented and discussed.

At the extraordinary meeting of the Supervisory Board on 17 March 2019, which was held as a telephone
conference, the Board of Managing Directors informed the Supervisory Board about the start of open-ended
discussions between Commerzbank and Deutsche Bank regarding a potential merger of the two banks
(Project Carl). The Supervisory Board discussed the project and the form of the Supervisory Board’s
involvement in detail with the Board of Managing Directors.

At the accounts review meeting on 21 March 2019, the Supervisory Board reviewed the 2018 financial
statements for the parent company and the Group and approved them on the Audit Committee’s
recommendation. It also approved the proposed resolutions for the agenda of the 2019 Annual General
Meeting, including the proposal for the appropriation of profit. In addition, the Board of Managing Directors
informed the Supervisory Board about the current status of the discussions with Deutsche Bank and
discussed the progress of Project Carl with the members of the Supervisory Board. The Supervisory Board
resolved to form a temporary special committee to advise and oversee the Board of Managing Directors on
matters relating to Project Carl and appointed the members of the committee. The Supervisory Board also
resolved to engage a law firm and an investment bank to help the Supervisory Board in assist and oversee the
Board of Managing Directors on matters relating to Project Carl. In addition, the Supervisory Board was
informed about the current status of compliance and tax issues. The Supervisory Board also discussed the
remuneration report and the 2018 combined separate non-financial report for the Annual Report and dealt

with the pension commitments for the members of the Board of Managing Directors.

To our Shareholders
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At the extraordinary meeting of the Supervisory Board on 25 April 2019, which was held as a telephone
conference, the Board of Managing Directors informed the Supervisory Board about the termination of the
discussions between Commerzbank and Deutsche Bank regarding a potential merger. The reasons for this
decision and the knowledge gained from the project were discussed with the Supervisory Board. The
temporary special committee established to advise and oversee the Board of Managing Directors on matters
relating to Project Carl was dissolved.

At the meeting on 21 May 2019, the Board of Managing Directors provided a further in-depth report on
Project Carl. The members of the Supervisory Board also assessed the Supervisory Board’s involvement in the
project and discussed the next steps with the Board of Managing Directors, in particular the process for
developing the new strategy. Finally, the Supervisory Board discussed the programme for the 2019 Annual
General Meeting.

At the meeting on 12 June 2019, the Board of Managing Directors reported on the current business
situation, compliance issues and regulatory audits. The topic of payment transactions was examined and
discussed in-depth. The Supervisory Board was also informed about the update of the risk strategy and
selected sub-risk strategies for 2019, and about developments and measures to reduce the number of external
staff. In addition, the Supervisory Board advised the Board of Managing Directors on strategic issues and
provided suggestions on strategic considerations.

At the extraordinary meeting of the Supervisory Board on 11 July 2019, which was held as a telephone
conference, the Supervisory Board extended the appointment of Michael Reuther as a member of the Board
of Managing Directors until the close of 31 December 2019. The Supervisory Board also appointed Roland
Boekhout as a member of the Board of Managing Directors.

At the meeting on 5 September 2019, the Board of Managing Directors explained the business situation
and reported on topics including the profitability of the individual business units and the development of
earnings and operating profit in the Private and Small-Business Customers segment broken down by business
unit. It also presented a peer analysis. The sector shares of Commerzbank’s credit portfolio were also
considered. In addition, the Supervisory Board was informed about the current status of various regulatory
audits and in particular about the official termination of the US monitoring process. The auditing firm
PricewaterhouseCoopers GmbH, Frankfurt am Main, also presented the results of its forensic analysis of
cum/ex transactions of Commerzbank AG and the former Dresdner Bank AG. The Supervisory Board
appointed the professional services firm Ernst & Young GmbH Wirtschaftspriifungsgesellschaft,
Eschborn/Frankfurt am Main, to audit the combined separate non-financial report as at 31 December 2019 for
Commerzbank Aktiengesellschaft and the Group and was informed in detail about the draft legislation
implementing the second Shareholder Rights Directive.

The Board of Managing Directors met with employee representatives on 25 September 2019 to conduct in-
depth discussions on Commerzbank’s strategy, and on 26 September it met with shareholder representatives
for the same purpose.

At the extraordinary meeting on 26 September 2019, the Supervisory Board approved the integration of
comdirect bank Aktiengesellschaft into Commerzbank AG and the sale of the holding in mBank S.A. The
Supervisory Board also appointed Sabine Schmittroth as a member of the Board of Managing Directors and
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Director of Human Resources. The future schedule of business responsibilities was presented to the

Supervisory Board.

At the meeting on 6 November 2019, the Board of Managing Directors reported on topics including the
results for the third quarter of 2019, earnings performance in the business units and the current status of
various tax and compliance issues, as part of its report on the business situation. The Supervisory Board was
also informed about feedback from analysts and investors. The Supervisory Board discussed and
acknowledged the risk strategy for 2020. Other topics covered at this meeting included the Bank’s corporate
governance; in particular, the Supervisory Board approved the annual declaration of compliance with the
German Corporate Governance Code pursuant to Art. 161 of the German Stock Corporation Act, looked at the
independence of the members of the Supervisory Board, set objectives for the composition of the Supervisory
Board, and resolved diversity policies for the composition of the Board of Managing Directors and the
Supervisory Board. More details on corporate governance at Commerzbank can be found on pages 23 to 28 of
this Annual Report. Finally, the Supervisory Board discussed the draft organisational guideline for the
remuneration system for members of the Board of Managing Directors.

At the last meeting of the year on 4 December 2019, the Supervisory Board discussed the multi-year plan
for the period up until 2023. It also discussed and acknowledged the business, IT and outsourcing strategies.
In addition, the Supervisory Board was informed about the structure and appropriateness of Commerzbank’s
remuneration systems and resolved an organisational guideline for the remuneration system for members of
the Board of Managing Directors. The senior management of the European Central Bank’s Single Supervisory
Mechanism gave a presentation on the main supervisory focal points in 2020, and the Supervisory Board
discussed a range of issues with them. The Supervisory Board also considered and approved the targets for
the members of the Board of Managing Directors for the 2020 financial year. It also resolved to conclude a

contract with Michael Reuther to advise Commerzbank’s Executive Pension Committee.

Committees
To ensure that it can perform its duties efficiently, the Supervisory Board has formed eight permanent
committees from its members. On 21 March 2019 it also formed a temporary special committee to advise and
oversee the Board of Managing Directors on matters relating to Project Carl. The committee was dissolved
again on 25 April 2019.

The current composition of the committees is shown on page 15 of this Annual Report. The duties and
responsibilities of the individual committees are defined in the Supervisory Board’s rules of procedure, which

can be found online at https://www.commerzbank.com.

The Audit Committee met a total of seven times in the 2019 financial year. It held discussions with the CFO
on the financial statements for the parent company and the Group, as well as on the interim reports, the
development of the key financial indicators, the major business transactions, the principles of accounting and
the accounting process, and the outlook for business performance. On the basis of these discussions, the
committee decided on the recommendations to the Supervisory Board about the approval of the annual
financial statements, the approval of the Group financial statements and the appropriation of profit.

The committee received explanations from the auditor about the results of the audit of the financial
statements of Commerzbank’s parent company and the Group and the accompanying auditor’s reports. It also
received regular reports from the auditor on the current status and individual results of the annual audit of the
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financial statements, as well as the results of the audit reviews of the interim reports. Discussions in the
committee centred on the focus areas for the audit and the key audit matters identified by the auditor.

In addition to the seven meetings mentioned above, the members of the Audit Committee also participated
in two joint meetings with the members of the Digitalisation and Technology Committee. Discussions at these
meetings focused in particular on the results of the audit with respect to the stability of the IT function.

To safeguard the economic independence of the auditor, the Audit Committee obtained and discussed the
auditor’s declaration of independence. The committee also dealt with requests for the auditor to perform non-
audit services and received a report on this from the Group Finance department responsible for monitoring.
The committee also discussed the quality of the audit and measures to improve it, both internally and in
consultation with the auditor. Based on these discussions, the Audit Committee submitted proposals to the
Supervisory Board regarding the appointment of the auditor, the amount of the auditor’s fees and the key
audit matters, and the appointment of an auditor for the combined separate non-financial report.

The committee also discussed the work of the Bank’s Group Audit and Group Compliance units in detail.
Both presented regular (at least quarterly) reports on the results of their work, measures to optimise it and the
planning of their future activities. The committee also kept itself informed about the status of efforts to further
develop compliance through the compliance business reports prepared by the segments and numerous
reports on special issues. In particular, the Audit Committee received regular reports on the results of various
internal and external reviews of compliance with the local regulations that have to be observed by
Commerzbank’s branches and subsidiaries worldwide. The committee also obtained an overview of the status
of efforts to remedy any deficiencies identified in this area by means of regular (at least quarterly) reports
from the business units concerned and from Group Audit and Group Compliance. Tax compliance was
another focus of the Audit Committee’s work, with the Group Tax division presenting its tax compliance
report on this topic.

The committee also reviewed the effectiveness of the Bank’s risk management system and of its internal
control system in particular. This review was based on reports from a range of sources including the auditor,
Group Risk Management and Group Audit. The committee also noted the auditor’s report on the review of
reporting obligations and rules of conduct under the German Securities Trading Act and deliberated on the
issue of algorithmic trading.

The Risk Committee met five times in the previous financial year. At the meetings, it closely examined the
Bank’s risk situation and risk management, devoting particular attention to the overall risk strategy and sub-
risk strategies for 2019, along with credit, market, liquidity, counterparty and operational risks as well as
reputational, compliance, and cyber risks. The Risk Committee also dealt with regulatory risks, particularly
those relating to the TRIM (targeted review of internal models) project. Significant individual exposures of the
Bank were also discussed in detail with the Board of Managing Directors, as were portfolios and sub-
portfolios. The Risk Committee also considered major corporate transactions and the development of equity
holdings. It was also informed about the Bank’s recovery plan and approved changes in the thresholds of
certain recovery plan indicators. It reviewed also whether terms and conditions in customer business are
compatible with the Bank’s business model and risk structure. It also discussed various stress tests and their
results, in particular the 2018 EBA stress test. The meetings included consideration of the employee
remuneration system and the audits and risk assessment of Commerzbank by its regulators. The Risk
Committee also examined Commerzbank’s risk-bearing capacity, major loans to Commerzbank Group
companies, loans to officers at those parties and high-risk exposures.
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During the year under review, the Presiding Committee held seven meetings and one joint meeting with
the Compensation Control Committee. The discussions of the Presiding Committee were devoted to preparing
the plenary Supervisory Board meetings and in-depth treatment of the meeting deliberations, especially with
regard to business and capital market conditions and Commerzbank’s strategic direction. The committee
approved requests for members of the Board of Managing Directors to take up mandates with other
companies and considered loans to employees and officers of the Bank. The Presiding Committee also
approved the issue of subordinated debt securities with shareholders’ subscription rights excluded. Together
with the Compensation Control Committee, the Presiding Committee also dealt with the terms and conditions
of the contracts governing Roland Boekhout’s appointment to the Board of Managing Directors and his
pension arrangements. It also approved the conclusion of the contracts with Sabine Schmittroth governing
her appointment to the Board of Managing Directors and pension arrangements. Urgent resolutions of the
Presiding Committee were passed by way of circulars.

In addition to the above-mentioned joint meeting of the Presiding Committee and the Compensation
Control Committee, the Compensation Control Committee met seven times. It considered the target
achievement of the Board of Managing Directors for 2018 and reviewed the setting of the total amount of
variable remuneration for employees in respect of 2018. The committee also examined the appropriateness of
the design of the remuneration systems for employees and the members of the Board of Managing Directors
and the pension commitments in respect of the members of the Board of Managing Directors. It also
discussed the compensation control report prepared by the compensation officer. The committee assessed the
impact of the remuneration systems on the Bank’s risk, capital and liquidity situation and ensured that the
remuneration systems are aligned with the Bank’s business, risk and remuneration strategy. The committee
also monitored the process used to identify risk bearers and Group risk bearers. In addition, the committee
considered the objectives of the members of the Board of Managing Directors for 2020 and the organisational
guideline for the remuneration system for members of the Board of Managing Directors. Finally, the
committee examined the transparency and disclosure requirements governing the remuneration system for
members of the Board of Managing Directors under the revised version of the German Corporate Governance
Code, the Act Implementing the Second Shareholder Rights Directive and the Guidelines for Sustainable
Management Board Remuneration Systems.

The Social Welfare Committee met twice in the year under review, with the meetings focusing on human
resource policy and staff development. The Social Welfare Committee also discussed HR marketing, the
implementation of the Commerzbank 4.0 strategy from an HR perspective and the reorganisation of the Group
head office including implementation with respect to HR as part of Campus 2.0. It also dealt with issues
relating to diversity management, health management, the further development of the working environment
at Commerzbank, and general HR management indicators.

The Nomination Committee held six meetings during the year under review. It considered the collective
suitability of the Supervisory Board and Board of Managing Directors, along with the suitability of the
individual members of each board. The committee also deliberated on the extension of appointments to the
Board of Managing Directors, held intensive discussions on the successors to Michael Reuther and Stephan
Engels and submitted corresponding resolutions to the meeting of the Supervisory Board. It also addressed
the duties of the Nomination Committee pursuant to Art. 25d (11) sentence 2 of the German Banking Act, in
particular the assessment of the Supervisory Board and Board of Managing Directors required by that act.

11
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In addition to the joint meeting with the members of the Audit Committee mentioned above, the
Digitalisation and Technology Committee held three meetings, during which it reqgularly scrutinised the status
of the progress made with digitalisation at the Bank in the context of the Commerzbank 4.0 strategy and
Campus 2.0 and closely examined aspects such as cultural change and cyber risks. The Committee also
received regular reports on the status and development of IT and looked at the Bank's infrastructure
investments. The topics it addressed also included the environment for banks in the area of payment
transactions as well as next-generation technology and road maps for various business divisions.

There was no need for any meetings of the Conciliation Committee formed in accordance with the German

Codetermination Act.

The chairs of the committees regularly reported on their work at the next meeting of the plenary body of
the Supervisory Board.

Conflicts of interest

In accordance with the German Corporate Governance Code and Art. 3 (6) of the rules of procedure of the
Supervisory Board, members of Commerzbank’s Supervisory Board are required to disclose conflicts of
interest to the Chairman of the Supervisory Board or the Chairman’s deputy, who will in turn consult with the
Presiding Committee and disclose the conflict of interest to the Supervisory Board. No member of the
Supervisory Board declared a conflict of interest during the year under review.

Training and development measures

The members of the Supervisory Board undertook the training and development measures required for their
duties at their own initiative, with appropriate support from Commerzbank. Further training and development
took place on a regular basis. Sessions in 2019 included the following: the Act Implementing the Second
Shareholder Rights Directive was presented to the full Supervisory Board; the Digitalisation and Technology
Committee held an in-depth discussion on issues relating to blockchain; and a balance sheet modelling
workshop was organised for the members of the Risk Committee. An internal training session on risk
management was also held during the Committee meeting in June.

Various Supervisory Board members also took part in in-house and external training. Board members were
offered the opportunity to take part in a separate meeting with the auditor on the annual financial statements
in advance of the Board’s accounts review meeting. Regular events were also organised to facilitate
exchanges between Supervisory Board members and various persons from top management.

Participation in meetings

In the year under review, every member of the Supervisory Board attended more than half of the plenary
sessions held during their term of office. In general, Supervisory Board members issue voting instructions if
they are unable to attend a meeting of the Supervisory Board or a committee meeting. The members of the
Supervisory Board attended the meetings of the Supervisory Board and of the committees which they were
members of as follows:
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Meetings (incl. Meetings Participation Meetings Participation Partici-
committees and (plenary and (plenary and (committees) (committees) pation (all
strategy day) strategy day) strategy day) meetings)
Dr. Stefan
Schmittmann 42 13’ 13 29 28 41 98%
Heike Anscheit 17 12 12 5 5 17 100%
Stefan Burghardt 19 12 11 7 7 18  95%
Alexander
Boursanoff 12 12 12 0 0 12 100%
Gunnar de Buhr 24 12 11 12 12 23 96%
Sabine U.
Dietrich 19 12 12 7 7 19 100%
Monika Fink 21 12 10 9 9 19 90%
Dr. Tobias
Guldimann 29 12 12 17 17 29 100%
Dr. Rainer
Hillebrand 22 12 11 10 10 21 95%
Christian Hohn 36 12 11 24 23 34 94%
Kerstin Jerchel 12 12 10 0 0 10 83%
Dr. Markus
Kerber 41 12 10 29 22 32 78%
Alexandra
Krieger 12 12 12 0 0 12 100%
Anja Mikus 26 12 11 14 14 25 96%
Dr. Victoria
Ossadnik 20 12 12 8 8 20 100%
Robin J. Stalker 26 12 12 14 14 26 100%
Nicholas Teller 26 12 11 14 14 25 96%
Dr. Gertrude
Tumpel-Gugerell 23 12 11 11 11 22 96%
Uwe Tschage 38 12 12 26 26 38 100%
Stefan Wittmann 14 12 9 2 2 11 79%

" The Chairman of the Supervisory Board attended 13 meetings, including the two strategy days (one day for employees and one day for
shareholder representatives).

Parent company and Group financial statements

The auditor and Group auditor appointed by the Annual General Meeting — Ernst & Young GmbH
Wirtschaftspriifungsgesellschaft (EY), based in Eschborn/Frankfurt am Main - audited the parent company
and Group financial statements of Commerzbank Aktiengesellschaft and the management reports of the
parent company and the Group, issuing an unqualified auditor’s report thereon. The parent company financial
statements were prepared according to the rules of the German Commercial Code (HGB), and the Group
financial statements according to International Financial Reporting Standards (IFRS). The financial statements
and audit reports were sent to all members of the Supervisory Board in good time. In addition, the members
of the Audit Committee received the complete annexes and notes relating to the audit reports, and all
members of the Supervisory Board had the opportunity to inspect these documents. The Audit Committee
dealt at length with the financial statements at its meeting on 17 March 2020. At the meeting on 18 March
2020, the Supervisory Board examined the parent company and Group financial statements of Commerzbank
Aktiengesellschaft as well as the management reports of the parent company and the Group. Representatives

13
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of the auditor attended the above-mentioned meetings of the Audit Committee and the plenary Supervisory
Board, where they explained the main findings of the audit and answered questions. At both meetings, the
financial statements were discussed at length with the Board of Managing Directors and the auditor
representatives.

Following the final review by the Audit Committee and the plenary Supervisory Board, the Supervisory
Board raised no objections to the parent company and Group financial statements and concurred with the
findings of the auditors. The Supervisory Board approved the financial statements of the parent company and
the Group prepared by the Board of Managing Directors; the financial statements of the parent company were
thus adopted. The Supervisory Board concurs with the recommendation made by the Board of Managing
Directors on the appropriation of profit.

The Audit Committee and the Supervisory Board also reviewed the combined separate non-financial report
as at 31 December 2019 for Commerzbank AG and the Group, as prepared by the Board of Managing
Directors. EY conducted an audit to obtain limited assurance and issued an unqualified report. The
documents were carefully reviewed by the Audit Committee at its meeting on 17 March 2020 and by the
Supervisory Board at its meeting on 18 March 2020. The Board of Managing Directors provided an in-depth
explanation of the reports at both meetings. Auditor representatives took part in both meetings. They
reported on the main results of their audit and answered further questions from the members of the
Supervisory Board. The Supervisory Board raised no objections following its review.

Changes in the Supervisory Board and the Board of Managing Directors
There were no changes in Commerzbank’s Supervisory Board during the period under review. As already
announced in the last Annual Report, Jorg Hessenmiiller has been a member of the Board of Managing
Directors of Commerzbank since 15 January 2019, while Frank Annuscheit stepped down from the Board of
Managing Directors at the close of 28 February 2019. Michael Reuther stepped down from the Board of
Managing Directors at the close of 31 December 2019, while Stephan Engels will leave the Board of
Managing Directors at the close of 31 March 2020. Sabine Schmittroth and Roland Boekhout have been
members of the Board of Managing Directors of Commerzbank since 1 January 2020. We would like to thank
Michael Reuther, Stephan Engels and Frank Annuscheit for their fantastic service and dedication to
Commerzbank.

‘We would also like to thank the Board of Managing Directors and all our employees for their outstanding

commitment and performance in 2019.

For the Supervisory Board

Dr. Stefan Schmittmann
Chairman
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Committees of the Supervisory Board

Presiding Committee

Compensation Control Committee BRIt

Audit Committee

\4 A4 \ 4
Dr. Stefan Schmittmann Dr. Tobias Guldimann Nicholas Teller
Chairman Chairman Chairman

Christian Hohn Gunnar de Buhr Stefan Burghardt

Dr. Markus Kerber Monika Fink Dr. Tobias Guldimann

Uwe Tschage Anja Mikus Dr. Rainer Hillebrand

Robin J. Stalker Dr. Markus Kerber
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Nomination Committee

Dr. Gertrude Tumpel-Gugerell Robin J. Stalker

\4

Dr. Stefan Schmittmann

Chairman

Committee for Digitalisation

Social Welfare Committee

Christian Hohn and Technology

A4 \'4

Dr. Gertrude Tumpel-Gugerell Sabine U. Dietrich

Dr. Markus Kerber Chairwomen Chairwomen

Nicholas Teller Stefan Burghardt Heike Anscheit

Uwe Tschage Sabine U. Dietrich Gunnar de Buhr

Dr. Rainer Hillebrand

Anja Mikus

Mediation Committee

(Art. 27 (3), German Co-determination Act)

Uwe Tschage Anja Mikus
I
v
Dr. Stefan schmlttmann ; Stefan Wittmann Dr. Viktoria Ossadnik
Chairman -
Christian Hohn Dr. Stefan Schmittmann

Nicholas Teller

Uwe Tschage
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Members of the Supervisory Board of
Commerzbank Aktiengesellschaft

Dr. Stefan Schmittmann

Age 63, Member of the Supervisory Board

since 8 May 2018, Chairman of the Supervisory

Board of Commerzbank Aktiengesellschaft

Stefan Burghardt’

Age 60, Member of the Supervisory Board
since 19 April 2013, Branch Manager
Mittelstandsbank Bremen

Uwe Tschige'

Age 52, Deputy Chairman of the Supervisory

Board
since 30 May 2003, banking professional

Sabine U. Dietrich

Age 59, Member of the Supervisory Board
since 30 April 2015, former member of the
Management Board of BP Europa SE

Heike Anscheit’

Age 49, Member of the Supervisory Board
since 1 January 2017, banking professional

Monika Fink’

Age 50, Member of the Supervisory Board
since 8 May 2018, banking professional

Alexander Boursanoff'

Age 56, Member of the Supervisory Board
since 8 May 2018, banking professional

Dr. Tobias Guldimann

Age 58, Member of the Supervisory Board

since 3 May 2017, independent consultant in

the financial sector

Gunnar de Buhr'

Age 52, Member of the Supervisory Board
since 19 April 2013, banking professional

" Elected by the Bank’s employees.

Detailed CVs of the members of the Supervisory Board
are available on our Group website under “Management”.

Dr. Rainer Hillebrand

Age 63, Member of the Supervisory Board

since 8 May 2018, former Vice Chairman of the
Board of Managing Directors of the Otto Group
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Christian Héhn'

Age 58, Member of the Supervisory Board
since 8 May 2018, banking professional

Dr. Victoria Ossadnik

Age 51, Member of the Supervisory Board
since 8 May 2018, Chief Executive Officer of
E.ON Energie Deutschland GmbH and E.ON
Energie Holding GmbH

Kerstin Jerchel’

Age 48, Member of the Supervisory Board
since 8 May 2018, Divisional Head for Co-
determination, ver.di National Administration

Robin J. Stalker

Age 62, Member of the Supervisory Board
since 8 May 2018, former Member of the
Board of Managing Directors of adidas AG

Dr. Markus Kerber

Age 56, Member of the Supervisory Board
since 19 April 2013, State Secretary at the
Federal Ministry of the Interior, Building and
Community

Nicholas Teller

Age 60, Member of the Supervisory Board
since 8 May 2014, Chairman of the Advisory
Board of E.R. Capital Holding GmbH & Cie. KG

Alexandra Krieger'

Age 49, Member of the Supervisory Board
since 15 May 2008, Divisional Head for
Controlling Industrial Union Mining, Chemical
and Energy (Industriegewerkschaft Bergbau,
Chemie, Energie)

Dr. Gertrude Tumpel-Gugerell

Age 67, Member of the Supervisory Board
since 1 June 2012, former member of the
Executive Board of the European Central Bank

Anja Mikus

Age 61, Member of the Supervisory Board
since 30 April 2015, Chief Executive Officer/
Chief Investment Officer of KENFO “Nuclear
Waste Disposal Fund” (Public Endowment)

Stefan Wittmann'

Age 51, Member of the Supervisory Board
since 8 May 2018, Trade Union Secretary,
ver.di National Administration
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Our share

Development of equity markets
and performance indices

Events on international stock markets were marked by a number
of economic and geopolitical events in the 2019 reporting year,
including the trade war between the USA and China, economic
sanctions against Iran, political and economic uncertainty
surrounding the impact of the UK’s withdrawal from the European
Union, and continuing unrest and political conflicts in the Middle
East.

Against the backdrop of a weaker global economic environment
and increasing risks in foreign trade, the US Federal Reserve
changed course in the year under review by abandoning the
normalisation of its monetary policy and repeatedly lowering key
US interest rates, which boosted the stock markets and
international investor confidence in particular. In the eurozone, the
European Central Bank (ECB) remained true to its expansionary
course and eventually even cut the deposit rate by a further 10
basis points to —0.5%, putting pressure on bank deposit rates in
particular. By resuming its bond purchase programme at a faster
pace in the fourth quarter, even under new leadership the ECB is
ensuring continuity in the medium-term direction of its monetary
policy objectives. One consequence of this was the stabilisation of
yields on ten-year German Bunds, which had previously fallen
significantly to a level of =72 basis points.

Despite all the geopolitical challenges and uncertainties, the
international stock markets performed extremely well overall in
2019, led once again by new record highs set on the leading US
stock exchanges. While the DAX and Euro Stoxx 50 both recorded
significant gains of around +26% in an environment marked by a
weaker euro exchange rate, the European banking index lagged
behind the broader stock market due to falling interest rate

expectations and the threat of an economic downturn.

The Commerzbank share

The performance of the Commerzbank share price was extremely
mixed over the course of the year. Discussions with Deutsche
Bank about a potential merger and takeover speculations in the
European banking sector in the first quarter triggered significant

price mark-ups. Widespread disillusionment followed in the
second quarter as the discussions came to an end and the
euphoria regarding pan-European consolidation trends waned.
Lower interest rate expectations and concerns about an impending
trade war also dampened the outlook for medium-term interest
income, triggering above-average revenue adjustments at
Commerzbank due to its high interest rate sensitivity. While the
yield on ten-year German Bunds fell sharply until September 2019,
reaching a new yearly low of —72 basis points, the ECB’s
announcement of increased bond purchases from November 2019
onwards led to a stabilisation of interest rate expectations, which
also helped support the Commerzbank share for the rest of the
year. The Commerzbank share ended 2019 at a closing price of
€5.52, a drop of 4.6% year on year.

Due to the decline in the share price during the year,
Commerzbank’s market capitalisation as at the end of the year fell
to €6.9bn (high: €10.2bn; low: €5.9bn), compared with €7.2bn a
year earlier. In terms of its price-to-book ratio, Commerzbank
traded in a range of 0.2 to 0.4 over the course of the year. By way
of comparison, the Euro Stoxx Banks Index had a price-to-book
ratio of 0.6-0.8. The daily turnover of Commerzbank shares - i.e.
the number of shares traded — was down compared with the 2018
level. The average daily trading volume in the year under review

was 8.2 million shares, compared with 9.3 million shares in 2018.

Securities code

Bearer shares CBK100
Reuters CBKG.DE
Bloomberg CBK GR
ISIN DEO00CBK1001

Commerzbank share — key figures

With an unchanged number of shares, the earnings per share fell
from €0.69 to €0.51 in 2019. The main reasons for this were a
higher risk result, early restructuring expenses in connection with
the “Commerzbank 5.0” strategic programme and a higher tax
burden. In the year under review Commerzbank paid a dividend of
€0.20 per share for the 2018 financial year.
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Highlights of the Commerzbank share 2019 2018
Shares issued in million units (31.12.) 1,252.4 1,252.4
Xetra intraday prices in €

High 8.26 13.82
Low 4.66 5.50
Closing price (31.12.) 5.52 5.78
Daily trading volume® in million units

High 21.6 32.2
Low 2.8 3.7
Average 8.2 9.9
Index weighting in % (31.12.)

MDAX 2.1 2.8
EURO STOXX Banks 0.5 0.8
Earnings per share in € 0.51 0.69
Book value per sharez in € (31.12.) 22.75 22.53
Net asset value per share3 in € (31.12.) 21.54 21.34
Market value/Net asset value (31.12.) 0.26 0.27

" Total for German stock exchanges.
2 Excluding non-controlling interests.
3 Excluding non-controlling interests and the cash flow hedge reserve and less goodwill.

Commerzbank’s weight in the MDAX was around 2.1%, compared
with around 2.8% in the prior year.

In addition to being a constituent of the European sector index
Euro Stoxx Banks, Commerzbank was also represented in 2019 in
several sustainability indices that place particular emphasis on
environmental and ethical criteria alongside economic and social
factors.

Selected indices containing the Commerzbank share

Blue chip indices
MDAX
EURO STOXX Banks

Sustainability indices
FTSE4GOOD

ECPI Ethical EMU Equity
ECPI Ethical Euro Equity
ECPI Euro ESG Equity
ECPI World ESG Equity

Shareholder structure and analyst
recommendations

As at 31 December 2019, around 40% of Commerzbank shares
were held by the major shareholders — the Federal Republic of
Germany and Cerberus — as well as our mostly German-based

private shareholders.

Roughly 60% of all Commerzbank shares were in the hands of

institutional investors, including in particular the Norwegian state,
which holds a stake via Norges Bank, and BlackRock. The free

float stood at just under 80%.

Shareholder structure
As at 31. December 2019

Norges Bank > 3%

BlackRock > 3% T )

Cerberus >5% 7"-
German R .

— Institutional investors
federal state 54%
>15% ’

Private investors ~ 20%

Some 28 analysts provided regular coverage

of Commerzbank

during 2019. At the end of 2019, the proportion of buy
recommendations was 19%, compared with 45% in the prior year.
A further 50% of analysts recommended a hold, while 31% of
analysts recommended selling our shares, compared with 10% in
the prior year. The average price target of analysts at the end of the
year was €5.97, compared with €10.12 at the end of the prior year.

To our Shareholders
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Commerzbank’s ratings

The rating agencies Moody’s, S&P and Fitch have generally been
more critical of the German banking market since the second half
of 2019. The agencies see greater economic risks such as a
weaker economy and a continuation of the low interest rate
environment, which threatens to put further pressure on margins
and potentially increase risk costs. The profitability of German
banks appears rather low despite minimal loan loss provisions.

The rating agencies essentially also see potential for greater
implementation risks in connection with the introduction of the

new “Commerzbank 5.0” strategy.

Rating events in 2019

Moody’s downgraded Commerzbank’s non-preferred senior
unsecured debt rating by one notch to “Baa2” in May 2019. The
downgrade reflects the reduction in the volume of this instrument
class. Moody’s generally expects a higher loss rate in the event of
a default of liabilities under the loss-given-failure analysis applied
by the agency. In October 2019, it changed the macro profile for
the German banking sector from “very strong="to “strong+”. The
outlook for the German banking system was also set to negative a
month later. This had an impact on a number of German banks,
which saw their ratings lowered in some cases or their outlook set
to negative. There was no impact on Commerzbank’s ratings
(counterparty rating, deposit rating and rating for preferred senior

unsecured debt all remained stable at “A1”).

S&P revised its outlook for Germany’'s Banking Industry and
Country Risk Assessment (BICRA) to negative in September 2019
(previously stable). Germany remained the only country in the
world to hold the best economic risk rating of 1 (scale of 1-10),
however, while the banking industry in Germany has a rating of 3.
As a result, the rating outlook for a number of German banks was
set to negative. The outlook for Commerzbank’s issuer rating (“A-")

remained negative.

Fitch raised Commerzbank’s rating for short-term liabilities from
“F2” to “F1” in May 2019 due to a change in methodology. In
October 2019, Fitch confirmed Commerzbank’s issuer rating of
“BBB+” and revised its outlook to negative (previously stable).
This is due to possible execution risks associated with the
implementation of the Bank’s new strategy in a deteriorating
environment in Germany. In November, Fitch set the outlook for
the entire German banking system to negative. The deposit and
counterparty rating was left unchanged at “A-".

Scope confirmed its issuer rating and preferred senior unsecured
debt rating of “A” and the non-preferred senior unsecured debt
rating of “A-" in October 2019 and set its outlook to negative
stable).
relationship with Scope when the agreement expired on
31 December 2019.

(previously Commerzbank ended its contractual
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> We acknowledge the principles of responsible, transparent management as
laid down in the German Corporate Governance Code and adhere to virtually
all of the recommendations and suggestions it makes. Pages 23 to 28 give
details of this aspect of our corporate responsibility.

> The term “corporate social responsibility” describes the extent to which a
company is conscious of its responsibilities whenever its business activities
affect society, staff or the natural or economic environment. We accept this
responsibility, and report on it on pages 49 to 64.

Corporate Responsibility
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23 Corporate governance report and declaration on corporate
governance pursuant to Art. 315d in conjunction with

Art. 289f of the German Commercial Code (HGB)
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45 Details pursuant to Art. 315 of the German Commercial Code (HGB)
49 Non-financial report

Corporate governance report and
declaration on corporate governance

pursuant to Art. 315d in conjunction with Art. 289f of the

German Commercial Code (HGB)

Commerzbank Aktiengesellschaft has always attached great
importance to responsible and transparent corporate governance
aimed at sustainable value creation. That is why we — the Board of
Managing Directors and the Supervisory Board - expressly
support the German Corporate Governance Code and the goals
and objectives it pursues.

In accordance with section 3.10 of the German Corporate
Governance Code (version dated 17 February 2017 and applicable
to the 2019 financial year), we report below on corporate
governance as practised at Commerzbank Aktiengesellschaft. The
recommendations of the new German Corporate Governance Code
adopted on 9 May 2019, which had not yet entered into force on
31 December 2019, have already been implemented wherever
possible. This report also includes the declaration on corporate
governance pursuant to Art. 315d in conjunction with Art. 289f of
the German Commercial Code (HGB).

Recommendations of the German
Corporate Governance Code

Commerzbank Aktiengesellschaft and its subsidiaries that are
required by law to do so declare every year whether the
recommendations made by the Commission have been and are
being  complied with, and explain why individual
recommendations are not being implemented. These declarations
of compliance by the Board of Managing Directors and
Supervisory Board are published on the websites of the individual
companies; Commerzbank Aktiengesellschaft’s declarations can
be found at https://www.commerzbank.com. There is also an
archive of all the declarations of compliance made since 2002. The
latest declaration was made in November 2019.

Commerzbank Aktiengesellschaft complies with virtually all of
the recommendations of the German Corporate Governance Code;

it deviates from them in only a few points:

Section 4.2.1 of the Code recommends that rules of procedure
should be in place that govern the activities of the Board of
Managing Directors, including the allocation of responsibilities
to its members. The Board of Managing Directors has adopted

rules of procedure with the approval of the Supervisory Board.
However, the Board of Managing Directors determines the
allocation of duties among the individual Board members itself,
outside the purview of the rules of procedure. This provides it
with the requisite flexibility if changes are needed, thus
ensuring an efficient division of responsibilities within the
Board of Managing Directors. The Supervisory Board is
informed of all changes and is thus included in the process.
The rules of procedure for the Board of Managing Directors
and the specific responsibilities of the various members of the
Board of Managing Directors are published on Commerzbank

Aktiengesellschaft’s website at http://www.commerzbank.com.

According to section 4.2.3 (2) sentence 6 of the Code, the total
remuneration of the members of the Board of Managing
Directors and the upper limits of their variable remuneration
components should be disclosed. The core elements of the
Bank’s remuneration system are a fixed basic annual salary
plus variable remuneration with a uniform target amount. In
respect of variable remuneration, after the end of a financial
year, the Supervisory Board determines an amount for total
target achievement based on previously agreed goals. This
amount is capped at 1.4x fixed remuneration as calculated
under the Remuneration Ordinance for Institutions. Up to 50%
of this amount is paid in virtual Commerzbank shares, which
are normally subject to a five-year retention period and a
waiting period of a further 12 months. At the end of the waiting
period, the value of the virtual Commerzbank shares is paid out
in cash, subject to various checks to ensure sustainability.
Changes in the share price over this period do not affect the
number of virtual shares granted and thus will alter the amount
to be paid out, which has no upper limit. The remuneration
system is designed such that the members of the Board of
Managing Directors bear the risk of the performance of the
virtual shares after the calculation of the amount for total target
achievement as an element of long-term remuneration. It would
not be appropriate to cap the scope for participating in positive
share price performance, especially given that no floor applies
if the price should fall.
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In accordance with section 4.2.3 (2) sentence 8 of the Code,
there should be no subsequent changes to targets or
benchmarks for determining the variable remuneration
components for the Board of Managing Directors. Under the
German Stock Corporation Act, however, the Supervisory Board
should have the option of restricting the variable remuneration
of the Board

circumstances. It is entitled under this legislation to adjust the

of Managing Directors in exceptional

targets and other parameters for determining variable
remuneration components in exceptional circumstances in
order to reasonably neutralise any positive or negative
repercussions on the ability to reach the targets; the cap on

variable remuneration must be observed in all cases.

Section 4.2.3 (3) of the Code recommends that in the case of
pension commitments to members of the Board of Managing
Directors, the Supervisory Board should define the intended
level of benefits — commensurate with the length of the term of
office — taking into account the resulting annual and long-term
expense for the company. Pension provision for the Board of
Managing Directors is a defined contribution scheme that does
not specify a particular level of benefits. Instead, each member
of the Board of Managing Directors is entitled to an annual
pension module, the amount of which is determined as a
percentage of that individual’s pensionable basic annual salary.
This gives the Supervisory Board a clear picture of the annual
and long-term expense for the company, including the impact
of actuarial effects on pension provisions. The fact that the
scheme does not define a target benefit level, combined with
the switch to a defined contribution scheme, is in line with

what is largely standard business practice.

Section 4.2.5 sentences 5 and 6 of the Code requires some of
the information on board remuneration in the remuneration
report to be provided in standardised tables. However, the
model tables recommended in the Code do not take account of
the requirements of the Remuneration Ordinance for
Institutions and are therefore not as suitable for financial
institutions such as Commerzbank Aktiengesellschaft.
Commerzbank Aktiengesellschaft has therefore deviated from
this recommendation since the 2017 remuneration report and
did so again in its remuneration report for 2019. Commerzbank
Aktiengesellschaft has created its own tables which provide
clear and transparent information on its board remuneration
system. Commerzbank Aktiengesellschaft has decided to
present only the tables that it created itself and those required
under accounting rules and to omit the model tables
recommended by the Code because the intended clarity and
comprehensibility of the remuneration report would otherwise
be undermined.

Section 5.3.3 of the Code recommends that the Supervisory
Board establish a nomination committee made up exclusively
of shareholder representatives. Under Art. 25d (11) sentence 2
no. 1 of the German Banking Act, the nomination committee
must support the Supervisory Board in identifying candidates
to fill positions in bank management bodies. At Commerzbank
Aktiengesellschaft, this task was previously performed by the
Presiding Committee, which also includes employee
representatives. In order to maintain the established practice at
Commerzbank Aktiengesellschaft of involving both employee
and shareholder representatives in the selection of candidates
for the Board of Managing Directors, two members of the
Commerzbank Board’s

Aktiengesellschaft ~ Supervisory

Nomination Committee are employee representatives.

Suggestions of the German Corporate
Governance Code

Commerzbank Aktiengesellschaft also mostly complies with the
suggestions of the German Corporate Governance Code, deviating
from them on just a single point:

in a departure from section 2.3.2, the proxy can only be
reached up to the day prior to the Annual General Meeting.
However, shareholders present or represented at the Annual
General Meeting are able to give instructions to the proxy at
the meeting itself as well.

Company values and governance practices of
Commerzbank Aktiengesellschaft and the
Commerzbank Group

Commerzbank Aktiengesellschaft and its subsidiaries are

committed to their corporate, environmental and social

responsibilities. In order to ensure sustainable corporate
governance, extensive standards have been defined in various
spheres of activity, which are published on Commerzbank
Aktiengesellschaft’s homepage at https://www.commerzbank.com.

The ComValues thus create a binding and unifying corporate
culture. They lay the foundation for the entrepreneurial and
individual responsibility of every employee in the Commerzbank
Group.

Based on the ComValues, Commerzbank Aktiengesellschaft has
set out codes of conduct for acting with integrity, which provide all
Commerzbank Group employees with a binding framework for
ethical and lawfully appropriate conduct in the day-to-day working

environment.
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Commerzbank  Aktiengesellschaft has also formulated
guidelines on corporate responsibility as guidance for the
sustainable orientation of the Commerzbank Group’s business
activities. One of the six guidelines is the commitment to the
principles of the UN Global Compact, an initiative set up by the
United Nations together with many renowned companies, which is
dedicated to active environmental protection, responsible dealings
with employees, respect for human rights and the fight against
corruption and bribery.

In its capacity as a key financier of the German economy,
Commerzbank Aktiengesellschaft has also defined various
positions and guidelines for its core business, including, for
instance, guidelines formulated with a special focus on the
environment. These guidelines are important reference points for
the orientation of the core business as well as for managing the

impacts on the environment.

Board of Managing Directors

Board
Directors is responsible for independently managing the Bank in

The Commerzbank Aktiengesellschaft of Managing
the Bank’s best interest. In doing so, it must consider the interests
of shareholders, customers, employees and other stakeholders,
with the objective of sustainable value creation. It develops the
company’s strategy, discusses it with the Supervisory Board and
ensures its implementation. In addition, it sees that efficient risk
management and risk control measures are in place. The Board of
Managing Directors manages the Commerzbank Group as the
Group executive body on the basis of uniform guidelines and
exercises general control over all Group companies. The board
conducts the Bank’s business activities in accordance with the law,
the Articles of Association, its rules of procedure, internal
guidelines and the relevant employment contracts. It cooperates
on a basis of trust with Commerzbank Aktiengesellschaft’s other
corporate bodies, the employee representatives and the corporate
bodies of other Group companies.

The composition of the Board of Managing Directors and the
responsibilities of its individual members are presented on page 5 of
this Annual Report. The work of the Board of Managing Directors is
specified in greater detail in its rules of procedure, which may be
viewed on our website at https://www.commerzbank.com.

Extensive details of the remuneration paid to the members of
the Board of Managing Directors are given in the remuneration
report on pages 29 to 42.

Supervisory Board

The Commerzbank Aktiengesellschaft Supervisory Board advises

and supervises the Board of Managing Directors in its

management of the Bank. It appoints and dismisses members of
the Board of Managing Directors and, together with the Board of
Managing Directors, ensures that there is long-term succession
planning. The Supervisory Board discharges its responsibilities in
accordance with legal requirements, the Articles of Association
and its rules of procedure; it cooperates closely and on a basis of
trust with the Board of Managing Directors.

The composition of the Supervisory Board and the members of
its committees are presented on pages 15 to 17 of this Annual
Report. Details of the work of this committee, its structure and its
control function can be found in the report of the Supervisory
Board on pages 6 to 14. Further details on how the Supervisory
Board and its committees work can be found in the rules of
procedure of the Supervisory Board, available online at
https://www.commerzbank.com.

Section 5.4.1 (2) of the Code recommends that the Supervisory
Board should set concrete objectives and draw up a profile of skills
and expertise for the board as a whole. While taking into
consideration the company’s specific situation, the composition of
should reflect the

international activities of the company, potential conflicts of

the Supervisory Board appropriately
interest, the number of independent members of the Supervisory
Board pursuant to section 5.4.2 of the Code, an age limit for
members of the Supervisory Board, a limit on the normal length of
service on the board and diversity. The special requirements of the
German co-determination legislation need to be taken into account
for the elected employee representatives.

In accordance with section 5.4.1 (4) of the Code, the
appointments proposed by the Supervisory Board to the Annual
General Meeting should take account of the Supervisory Board’s
objectives and targets while also seeking to fulfil the profile of
skills and expertise for the board as a whole. Progress in
implementing the targets should be published in the corporate
governance report.

The Supervisory Board of Commerzbank Aktiengesellschaft has
approved the following concrete objectives:

The composition of the Supervisory Board should be such that,
overall, its members have the necessary skills, expertise,
experience and knowledge to be able to perform its duties
properly. In particular, the Supervisory Board should have all the
expertise and experience deemed essential for the activities of the
Commerzbank Group. The members of the Supervisory Board
must be able to challenge and monitor the decisions made by the
Board of Managing Directors. The target is that the Supervisory
Board should always have at least eight members elected by the
Annual General Meeting who are independent as defined in
section 5.4.2 of the Code, and not more than two former members
of the Board
Aktiengesellschaft. The normal length of service of individual

of Managing Directors of Commerzbank

members of the Supervisory Board should not exceed a period of
15 years, whereby the provisions of the German Codetermination
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Act must be observed and given priority for the employee
representatives. The members of the Supervisory Board should
also be able to devote sufficient time to the performance of their
duties. Members should be reliable, and consideration should be
given to their commitment, personality, professionalism, integrity
and independence. The Supervisory Board has resolved a detailed
profile of skills and expertise for the board as a body, which may
be consulted on Commerzbank’s website at https://www.commerz-
bank.com. The Supervisory Board takes account of the targets and
requirements set out there in its election proposals to the Annual
General Meeting and the regular assessment of the Supervisory
Board as a whole and its individual members. None of the
members of the Supervisory Board elected at the Annual General
Meeting exceed the normal length of service. The periods of
service of the individual members of the Supervisory Board can be
found in their CVs, which are available on Commerzbank
Aktiengesellschaft’s website at https://www.commerzbank.com. All
other targets set by the Supervisory Board for its composition and
skills profile were also implemented as at 31 December 2019.

In accordance with section 5.4.1 (4) of the Code, the corporate
governance report should also provide information on what, in the
view of the Supervisory Board, is the appropriate number of
independent shareholder members and the names of these
members. Under section 5.4.2 of the Code, a Supervisory Board
member is not considered independent if he or she has a personal
or business relationship with the company, its corporate bodies, a
controlling shareholder or a company affiliated with a controlling
shareholder that could lead to a significant, non-transient conflict
of interest. The employee representatives are not taken into
account in this assessment of independence.

Applying the above-mentioned criteria, all ten shareholder
representatives can be classified as “independent”, namely Dr.
Stefan Schmittmann, Sabine U. Dietrich, Dr. Tobias Guldimann,
Dr. Rainer Hillebrand, Dr. Markus Kerber, Anja Mikus, Dr. Victoria
Ossadnik, Robin Stalker, Nicholas Teller and Dr. Gertrude Tumpel-
Gugerell.

As 100%

shareholder side are therefore independent, the Supervisory

of the Supervisory Board members on the

Board’s own assessment that the board contains a suitable number
of independent members is well-founded.

In accordance with section 5.6 of the German Corporate
Governance Code, the Supervisory Board - assisted by an outside
consultant — reviewed the efficiency of its work in the 2019
financial year as part of the assessment required under Art. 25d
(11) Nos. 3 and 4 of the German Banking Act (KWG). All members
of the Supervisory Board first completed a questionnaire and were
then interviewed in person. The resulting analyses were presented
to the plenary session for discussion. The members of the
Supervisory Board believe that the board works in an efficient

manner and to a high standard overall. Suggestions from members

of the Supervisory Board have been and continue to be taken into
account for future activities.

Under section 5.5.2 of the German Corporate Governance Code
and Art. 3 (6) of the rules of procedure of the Supervisory Board,
each member of the Supervisory Board must disclose any conflicts
of interest. No member of the Supervisory Board declared such a
conflict of interest during the year under review.

Details of the remuneration paid to the members of the
Commerzbank Aktiengesellschaft Supervisory Board are provided
on pages 42 to 44 of the remuneration report.

The Supervisory Board works with the Board of Managing
Directors to ensure long-term succession planning for the Board of
Managing Directors. In accordance with Art. 25 (11) no. 5 of the
German Banking Act, the Nomination Committee of the
Supervisory Board reviews the principles of the Board of
Managing Directors for the selection and appointment of persons
at top management level. It also determines whether there are
suitable succession candidates at this level. Partly with this task in
mind, regular events are organised to put members of the
Supervisory Board in touch with top-level managers. Succession
planning is also facilitated by the profile of skills and expertise and
suitability matrix for the Board of Managing Directors.

Diversity

Both Commerzbank Aktiengesellschaft and the Group companies
take diversity into account in the composition of the Board of
Managing Directors, appointments to management and
recommendations for the election of Supervisory Board members
(sections 4.1.5, 5.1.2 and 5.4.1 of the Code). The aim is to reduce
the risk of prejudice and “groupthink”. In addition, diversity within
the Board of Managing Directors and Supervisory Board
contributes to a broader range of experience and a greater

spectrum of knowledge, capabilities and expertise.

Diversity policy and targets for the Supervisory Board

The Supervisory Board of Commerzbank Aktiengesellschaft
consists of 20 members. As already mentioned in the description
of the targets for the composition of the Supervisory Board, the
Supervisory Board is supposed to always have at least eight
members elected by the Annual General Meeting who are
independent (shareholder representatives) as defined in section
5.4.2 of the Code and not more than two former members of the
Board of Managing Directors of Commerzbank Aktiengesellschaft.
The normal length of service of individual members of the
Supervisory Board should not exceed a period of 15 years,
whereby the provisions of the German Codetermination Act must
be observed and given priority for the employee representatives.
The Supervisory Board has also set a regular age limit of 72 and
aims to have a broad range of ages represented on the board. The
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Supervisory Board also wants its members to have a suitable
range of educational and professional backgrounds and for the
board to have at least one international member at all times. The
Supervisory  Board also  considers appropriate female
representation when proposing candidates to the Annual General
Meeting for election. The Supervisory Board is committed to
fulfilling the statutory minimum requirement of at least 30%
female representation. It must be borne in mind that the only way
the Supervisory Board is able to influence its composition is by the
candidates it proposes to the Annual General Meeting for election.
The employee representatives on the Supervisory Board are also
striving to maintain a percentage of female representation among
employee representatives of at least 30% in future.

As at 31 December 2019, the

Commerzbank Aktiengesellschaft included three international

Supervisory Board of

members and eight women, of whom four were shareholder
representatives. The percentage of women on the Supervisory
Board is therefore 40% at present.

The situation in the Group companies is similar. Where
required to by law, they have also set their own targets for the
proportion of women on their supervisory boards.

Diversity policy and targets for the Board of

Managing Directors

The Nomination Committee of Commerzbank Aktiengesellschaft’s
Supervisory Board assists the Supervisory Board in selecting
applicants for positions on the Board of Managing Directors. It
takes account of the balance and range of knowledge, skills and
experience of all the board members, draws up a job description
with an applicant profile and indicates the time requirements
associated with the appointment. In making appointments to the
Board of Managing Directors, the Supervisory Board aims to
increase diversity, particularly with regard to age, geographic
origin, education and professional background and to give
appropriate consideration to women. As a rule, the members of
the Board of Managing Directors should not be over 65 years of
age.

In terms of the proportion of women on Commerzbank
Aktiengesellschaft’'s Board of Managing Directors, for which the
company is required by law to stipulate a target, the Supervisory
Board has set a target of having at least one female member by
31 December 2021.

This target was met on 1 November 2017 when Dr. Bettina
Orlopp became a member of the Board of Managing Directors of
Commerzbank Aktiengesellschaft. With this, women made up
14.3% of the Board as at 31 December 2019.

As of 1 January 2020, the Board of Managing Directors of
Commerzbank Aktiengesellschaft has a second female member,
Sabine Schmittroth. Following the departure of Board member
Stephan Engels on 31 March 2020, the proportion of women on

the Board of
Aktiengesellschaft will therefore be 28.6%.
Where required to by law, the Group companies have also set

Managing Directors of Commerzbank

their own targets for the proportion of women on their

management boards.

Targets for the first and second levels of management

Art. 76 (4) of the German Stock Corporation Act (AktG) requires
the Board of
Aktiengesellschaft to set a target for female representation at the

Managing  Directors of Commerzbank
two management levels below the Board of Managing Directors
and a deadline for achieving this target. In accordance with Art. 25
(1) of the Introductory Act of the German Stock Corporation Act,
the targets and deadlines had to be set for the first time and
documented by 30 September 2015. The deadlines specified had
to be no later than 30 June 2017. A maximum period of five years
applies to all subsequent deadlines under Art.76 (4) of the
German Stock Corporation Act.

The full Board of Managing Directors last set new targets for
female representation in the first and second management levels
of Commerzbank Aktiengesellschaft (in Germany) in May 2017.
The target is 17.5% for the first management level and 20% for
the second level. The deadline set for achieving the targets is
31 December 2021. Commerzbank Aktiengesellschaft has thus
given itself ambitious targets. It is an important objective for the
Bank and the Group as a whole to further increase the number of
women in management positions.

As at 31 December 2019, the first management level below the
Board of Managing Directors at Commerzbank Aktiengesellschaft
consisted of 41 managers, of whom 34 were male and 7 female.
The percentage of women in the first level of management below
the Board of Managing Directors was therefore 17.1%.

The second management level below the Board of Managing
Directors consisted of 314 people, of whom 262 were male and 52
female. The percentage of women in the second level of
management below the Board of Managing Directors was thus
16.6%.

The Board of Managing Directors chose not to set targets for
the first and second levels of management at Group level. Instead,
the individual Group companies have set their own targets within
the statutory framework.

In the Group, the first management level below the Board of
Managing Directors consisted of 42 people, of whom 35 were
male and 7 female. The percentage of women at the first level of
management below the Board of Managing Directors as at the
reporting date was therefore 16.7%.

The second management level below the Board of Managing
Directors consisted of 359 people, of whom 301 were male and 58
female. The percentage of women in the second level of
management below the Board of Managing Directors was
therefore 16.2%.
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Accounting

Accounting at the Commerzbank Group and Commerzbank
Aktiengesellschaft gives a true and fair view of the assets,
liabilities, financial position and financial performance of the
Group in compliance with the respective accounting standards.
The Group financial statements and Group Management Report
are prepared in accordance with International Financial Reporting
Standards (IFRS) and the additional requirements of the German
Commercial Code; the parent company financial statements and
management report of Commerzbank Aktiengesellschaft are
prepared in accordance with the provisions of the German
Commercial Code. The Group financial statements and parent
company financial statements are prepared by the Board of
Managing Directors and approved by the Supervisory Board. The
audit is performed by the auditor elected by the Annual General
Meeting.

The Group Management Report also includes a detailed risk
report, providing information on the Bank’s responsible handling
of the various types of risk. This appears on pages 97 to 134 of this
Annual Report.

Shareholders and third parties receive additional information
on the course of business during the financial year in the form of
the semi-annual report and two quarterly reports. These interim
financial statements are also prepared in accordance with

International Financial Reporting Standards (IFRS).

Shareholder relations, transparency and
communication

The Annual General Meeting of shareholders takes place once a
year. It decides on the appropriation of distributable profit (if any)
and approves the actions of the Board of Managing Directors and
the Supervisory Board, the appointment of the auditors and any
amendments to the Articles of Association.

If necessary, it authorises the Board of Managing Directors to
undertake capital-raising measures and approves the conclusion of
profit and loss transfer agreements. Each share entitles the holder
to one vote.

In 2015, the Board of Managing Directors and the Supervisory
Board, as is permitted under Art. 120 (4) of the German Stock
Corporation Act, gave the Annual General Meeting the opportunity
to vote on the approval of the remuneration system for members of
the Board of Managing Directors. The 2015 Annual General
Meeting approved the principles of the variable remuneration
system and the fixed basic annual salary for members of the Board
of Managing Directors. The 2015 Annual General Meeting also
voted on the ratio of variable to fixed annual remuneration for
members of the Board of Managing Directors pursuant to Art. 25a (5)
sentence 5 of the German Banking Act (KWG) and approved an

increase in the cap on variable annual remuneration for members
of the Board

Aktiengesellschaft to 140% of the respective fixed annual

of Managing Directors of Commerzbank
remuneration set from the 2015 financial year onwards. The
remuneration system for members of the Board of Managing
Directors, which has been adjusted to comply with the Act
Implementing the Second Shareholder Rights Directive (ARUG 1D
and caps remuneration for those members in particular, will be
presented to the 2020 Annual General Meeting for approval.

The Bank’s shareholders may submit recommendations or
other statements by letter or e-mail or may present them in
person. The Bank’s head office quality management unit is
responsible for dealing with written communication. At the Annual
General Meeting, the Board of Managing Directors or the
Supervisory Board comment or reply directly. Shareholders may
codetermine the course of the Annual General Meeting by
submitting countermotions or supplementary motions to the
agenda. Shareholders may also request an Extraordinary General
Meeting be convened. The reports and documents required by law
for the Annual General Meeting, including the Annual Report, as
well as the agenda for the Annual General Meeting and any
countermotions or supplementary motions may be downloaded
from the internet.

Commerzbank Aktiengesellschaft informs the public — and
consequently shareholders as well — about the Bank’s financial
position and financial performance four times a year. Corporate
news that may affect the share price is also published in the form
of ad hoc releases. This ensures that all shareholders are treated
equally. The Board of Managing Directors reports on the annual
financial statements and the quarterly results in press conferences
and analysts’ meetings. Commerzbank uses the options offered by
the internet for reporting purposes, providing a wealth of
information about the Group at https://www.commerzbank.com.
Materials including the Commerzbank Articles of Association and
the rules of procedure of the Board of Managing Directors and the
Supervisory Board are available online, for instance. The financial
calendar for the current and the upcoming year is also published
in the Annual Report and on the internet. It shows the dates of all
the significant financial communications, notably the annual press
conference and analyst conferences and the date of the Annual
General Meeting.

We feel an obligation to communicate openly and transparently
with our shareholders and all other stakeholders. We intend to

continue meeting this obligation in the future.
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Remuneration report

The following remuneration report is also part of the Group

Management Report.

This report follows the recommendations of the German Corporate
Governance Code and complies with the requirements of the

International Financial Reporting Standards (IFRS).

it has been in force since 1 January 2015. On 7 November 2018,
the Supervisory Board made the decision to amend the
remuneration system to bring it into line with the revised version
of the Remuneration Ordinance for Institutions of 4 August 2017.
It also decided to convert some of the variable remuneration

components into fixed remuneration components. The changes

29

entered into force on 1 January 2019 and have been contractually

agreed with all members of the Board of Managing Directors.

Board of Managing Directors

Remuneration system for the Board of
Managing Directors

The Supervisory Board ratified the remuneration system for the
members of the Board of Managing Directors in December 2014;
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Component Description

Fixed remuneration Fixed remuneration in a uniform amount of €990 thousand for ordinary members of the Board of Managing

Directors, with a higher amount of €1,674 thousand for the Chairman.

Non-monetary elements of
remuneration

The non-monetary elements include the use of a company car with driver, security measures and insurance
contributions (accident insurance), and the applicable tax thereon.

Short-term and long-term
variable compensation
(Short Term Incentive,
“STI"”, and Long Term
Incentive, “LTI")

The target amount of variable remuneration is €660 thousand for the ordinary members of the Board of
Managing Directors and €1,116 thousand for the Chairman.

The STl and LTI are based on target achievement by the member of the Board of Managing Directors
(Group, departmental and individual targets) in the past financial year. The achievement of company targets
in the two previous years is also taken into account.

Half of the STI (40% of the target amount) is paid out in cash after the end of the financial year. The other
half is paid on the basis of the share price after a waiting period of 12 months.

The LTI (60% of the target amount) is subject to a retrospective performance evaluation after a regular
period of five years. This retrospective performance evaluation allows the Supervisory Board to check
whether the target achievement as originally determined is still appropriate in hindsight. If the success
rewarded by the variable remuneration has not proved to be sustainable, the Supervisory Board has the
option of amending its original assessment of target achievement. This may result in the LTI being reduced
or revoked altogether. Half of the LTI is paid out in cash after the retrospective performance evaluation. The
other half is paid on the basis of the share price after a further waiting period of 12 months.

Short- and long-term variable remuneration thus helps Commerzbank achieve its strategic goals. Paying half
of the remuneration on the basis of the share price further promotes sustainable corporate development and
helps the members of the Board of Managing Directors identify more strongly with the company.

The LTI's normal retention period of five years and the subsequent retrospective performance evaluation
reinforce sustainable target achievement and act as incentives.

Limit on the amount of
variable remuneration

To discourage Board members from taking inappropriate risks, variable remuneration is limited to a
maximum of 140% of fixed remuneration. Overall target achievement is also capped at a maximum of 150%.

Possibilities for the
Supervisory Board to affect
the bonus pool for variable
remuneration

The Supervisory Board has the option of reducing the bonus pool for variable remuneration, in particular if
the indicators for risk-bearing capacity, capital, earnings or liquidity are inadequate, in order to comply with
regulatory requirements. This may result in a complete loss of variable remuneration.

If extraordinary circumstances arise, the Supervisory Board may increase or reduce the Group's target
achievement by up to 20 percentage points in order to neutralise positive and/or negative effects. This is
subject to the condition that the change in circumstances is beyond the Bank’s control and was
unforeseeable (e.g. windfall profits or decline in earnings due to losses caused by extreme natural
disasters). This provision allows the Supervisory Board to take extraordinary factors not related to the
performance of the individual members of the Management Board into account when determining the
achievement of targets.

Correcting the Group's
target achievement if
extraordinary
circumstances apply
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Component

Malus and clawback
provisions

Description

If the success rewarded by the variable remuneration has not proved to be sustainable, the retrospective
performance evaluation gives the Supervisory Board the opportunity to review its original assessment of
target achievement retrospectively after a regular period of five years and correct it if necessary. This may
result in the LTI being reduced or revoked altogether.

Furthermore, the Supervisory Board has the option, particularly in the event of serious misconduct on the
part of a member of the Management Board, to reclaim previously paid variable remuneration (STl and LTI)
from the Board member in question and/or to void shares that have not yet been paid out.

Retirement and surviving
dependants’ pension

The members of the Board of Managing Directors receive a defined contribution benefit in the form of an
annual module. The annual module equates to 40% of the pensionable fixed basic annual salary (only part
of the annual basic salary is taken into account for the calculation of the annual module, currently €788
thousand) multiplied by an age-dependent conversion factor. The annual contribution is invested in
investment funds and placed in a virtual custody account for the Board member in question. The total
entitlement corresponds to the amount in the virtual custody account or the sum of the annual modules,
whichever is higher at the time the pension benefits become payable.

The pension commitment also provides for a survivor’s pension, which is calculated according to actuarial
rules based on the retirement capital.

Limitation of remuneration

In the event that a contract is terminated by the Bank before the term of office ends, the commitments under

in the event of contract
termination prior to the end
of the term of office

the contract shall be fulfilled up until the termination date, unless there are grounds that would justify
extraordinary termination. The amount of remuneration payable is limited to a maximum of the annual
remuneration for two years. The remuneration payable is also limited to the amount that would have been

payable up until the end of the original contract period.

Core elements of the remuneration system

The core elements of the remuneration system are a fixed basic
annual salary plus variable remuneration with a uniform target
amount. The appropriateness of the fixed basic annual salary and
the variable remuneration is checked regularly at two-year
intervals. The 2015 Annual General Meeting approved the
remuneration system and an upper limit for variable remuneration
of 140% of fixed remuneration. The remuneration system
amended as of 1January 2019 will be submitted to the 2020
Annual General Meeting for approval.

Fixed remuneration components

The fixed remuneration components include the basic annual
salary and non-monetary elements. The basic annual salary is
€990 thousand for ordinary members of the Board of Managing
Directors and €1,674,247 for the Chairman. This is payable in 12
equal monthly instalments. The non-monetary elements mainly
consist of the use of a company car with driver, security measures
and the

applicable tax thereon. Board members are also entitled to

and insurance contributions (accident insurance),
company pension arrangements, which are set down in pension

agreements and described in a separate section below.

Performance-related remuneration components (variable
remuneration)

The remuneration system provides for a variable remuneration
component linked to the achievement of targets set by the
Supervisory Board at the start of each financial year. The variable
remuneration is calculated based on (i) target achievement by the
Commerzbank Group, (ii) target achievement by the departments
(segments and/or shared functions) for which the member of the

Board of Managing Directors in question is responsible, and (iii)
achievement of individual performance targets. Target achievement
for the Group and the departments and individual performance can
each be between 0% and 200%; however, the overall level of
target achievement from these three components is limited to
150%. Multiplying the overall level of target achievement by the
target amount for variable remuneration purposes gives the total
amount of variable remuneration based on target achievement.
Thus, the total amount of variable remuneration based on target
achievement is capped at a maximum of 150% of the Board

member’s target variable remuneration.

Target amount The target amount of variable remuneration is
€660 thousand for the ordinary members of the Board of
Managing Directors and €1,116,165 for the Chairman, based on
target achievement of 100%.

Target setting Before the beginning of each financial year, the
Supervisory Board sets targets for the members of the Board of
Managing Directors. The setting of targets is based on the
corporate strategy and multi-year planning and is geared towards

promoting success-oriented, sustainable corporate management:

Company targets The Supervisory Board sets targets based
on economic value added (EVA) or another ratio that it may
choose for the Group and for the departments for which the
member of the Board of Managing Directors in question is
responsible and determines the respective target attainment

percentages on this basis.
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Group target In 2019, the Supervisory Board formulated the
Group target for all of the members of the Board of Managing
Directors uniformly as a performance curve on the basis of EVA
values. Weighted at 70% of company target achievement, the
Group target is the decisive factor for the overall target
achievement of the members of the Board of Managing
Directors for the financial year. Variable remuneration is thus

largely linked to the Group’s business success.

Departmental targets In addition to the Group target,
departmental targets are agreed with each member of the
Board of Managing Directors in accordance with the schedule
of business responsibilities. A total of 30% of the departmental
targets is incorporated into the achievement of the company
targets. The departmental targets are derived from the
corporate and segment strategy and the multi-year plan. One or
more targets can be defined for each department to reflect the
targets for the individual areas of responsibility of the
respective members of the Board of Managing Directors. The
Supervisory Board sets quantitative and qualitative targets and
defines the basis for their measurement, relying on a
recommendation of the Compensation Control Committee. For
the segments, the targets are also measured according to
performance curves based on EVA values or another ratio
determined by the Supervisory Board.

For Group Management Communications (GM-C) and Group
Management Audit (GM-A), responsibility for which lies with
the Chairman of the Board of Managing Directors Martin
Zielke, specific departmental targets were defined along with
cross-departmental targets within the purview of the Chief
Executive Officer (CEO) function. Examples of targets within
the purview of the CEO function included “leadership and
communication strength” and “further ~ consistent
implementation of the Commerzbank 4.0 strategy to create a
DTU (digital technology company) for customers and
employees”. GM-C targets included “facilitating
communication and establishing innovations and new working
methods” within the Bank. The GM-A department’s targets also
included “further developing expertise relating to new legal

requirements”.

For the Group Services division, responsibility for which lies
with the Chief Operating Officer Frank Annuscheit, the targets
set by the Supervisory Board for the 2019 financial year until
his departure from the Board of Managing Directors on
28 February 2019 included achieving efficiency goals within
the Bank and ensuring the necessary framework conditions for
IT in equal measure by “establishing Campus 2.0”, “reducing
run-the-bank costs” and “ensuring compliance and cyber
security”.

Jorg Hessenmiiller, newly appointed to the Board of Managing
Directors of Commerzbank Aktiengesellschaft as Chief
Operating Officer on 15 January 2019, largely took over the
Group Services targets from Mr. Annuscheit and also assumed
responsibility for the Group Digital Transformation & Strategy
(GM-DTS) department with the target of “strategic further
development of the Commerzbank Group”.

The Supervisory Board also set departmental targets for Group
Risk Management (GRM), Big Data& Advanced Analytics
(BDAA) and Asset & Capital Recovery (ACR), responsibility for
which lies with the Chief Risk Officer Dr. Marcus Chromik. For
example, the Supervisory Board defined the “further
consistent, value-preserving reduction of the Ship Finance,
Commercial Real Estate and Public Finance portfolios” as a
target for the ACR segment. The targets for GRM were derived
by the Supervisory Board from the business mandate and in
line with the business strategy. They included “managing
overall risk with respect to operating profit and regulatory and
economic capital commitment”, “building the data lake” and
“expanding application programming interfaces (APIs)”.
Achievement of these targets is a prerequisite for the
“automation of processes” and the “monetisation of data”, key
targets for the BDAA department.

The key targets set by the Supervisory Board for Chief
Financial Officer Stephan Engels included “coordinating and
tracking all the earnings measures and cost objectives set as
part of the Commerzbank 4.0 strategy”. For the Polish
subsidiary mBank, the Supervisory Board relied on figures from
multi-year planning when setting targets. The targets for the
(GM-T)
represented by a performance curve.

Group Management Treasury department are

For Michael Mandel, the member of the Board of Managing
Directors responsible for the Private and Small-Business
Customers segment (PSBC), the Supervisory Board made the
departmental targets heavily dependent on the segment result
and defined a corresponding performance curve. The
performance curve for the PSBC segment is based on the
return the segment is expected to generate, not on one-year
targets or sales targets. The Supervisory Board also set further
qualitative and quantitative targets for the PSBC segment as
part of Commerzbank’s strategy, including “achieving the
interim target of 1.5 million net new customers” and
“maintaining a high level of customer satisfaction”.

The departmental targets set by the Supervisory Board for Dr.
Bettina Orlopp included “human resource implementation of
Campus 2.0” and “expanding the digital mindset among
managers and employees”. The Supervisory Board also set
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specific compliance targets, including the establishment of a
new target operating model.

For Michael Reuther, the member of the Board of Managing
Directors responsible for corporate customer business, the
departmental targets were also made heavily dependent on the
result of the Corporate Clients (CC) segment and defined using
a corresponding performance curve. As for the PSBC segment,
the performance curve is based on the return the segment is
expected to generate, not on one-year targets or sales targets.
The Supervisory Board also set qualitative targets such as the
“sale of the Equity Markets &§ Commodities business” and “cost
reductions through ongoing digitalisation”.

Individual targets The Supervisory Board also sets individual
targets for the members of the Board of Managing Directors
and defines the basis for their measurement. Achievement of
the individual targets is reflected in overall target achievement
with a factor of 0.7 to 1.3.

The targets for the 2019 performance year included
“promoting the Group’s innovative strength”, “increasing the
proportion of women in management positions”, “customer
satisfaction” and “adherence to defined cost budgets”.

Target achievement Following the end of each financial year, the
Supervisory Board decides to what extent the targets were
achieved, relying on a recommendation of the Compensation
Control Committee. The measurement of target achievement for
company targets is based 70% on the Group’s business success
and 30%

departments for which the Board member in question is

on the results and target achievement of the

responsible. Achievement of individual key figures or targets is
determined using performance curves (for the Group target and
segment targets) and the respective basis defined for the
measurement of target achievement. To fulfil the requirement for a
multi-year measurement basis for variable remuneration, the level
of achievement of company targets for a given year is determined
by aggregating the respective percentages of company target
achievement (covering Group and departmental target
achievement) for different years using the following weightings:
3/6 for the financial year in question, 2/6 for the previous year and
1/6 for the year before that. A transitional arrangement applies to
the first two years for newly appointed members of the Board of
Managing Directors. In the first year of a member’s appointment
to the Board of Managing Directors, their achievement of company
targets is measured solely by the target achievement for that
financial year (to offset this, the retention period for the LTI
element of the variable remuneration is extended by two years to
seven years). In the following year, the achievement of company
targets is calculated as follows: 2/6 based on company target
achievement for the first financial year of the member’s
appointment and 4/6 based on company target achievement in the
second year (the retention period for the LTI is extended by one
year to six years). The results of the multi-year achievement of the
company targets are then multiplied by a factor of between 0.7
and 1.3, which is dependent on the achievement of the Board
member’s individual targets. The factor 0.7 corresponds to
individual target achievement of 0% (minimum), 1.0 to individual
target achievement of 100% and 1.3 to individual target
achievement of 200% (maximum). For intermediate figures, the
Supervisory Board defines the factor in increments when setting
the targets. The system is illustrated in the following diagram.
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Remuneration of the Board of Managing Directors

Group target

Weighting: 70%

Company target achievement (FY)

Company target achievement (FY — 1)

Departmental target

Weighting: 30%

Company target achievement (FY — 2)

Weighting: 3/6 I |

Weighting: 2/6

‘ ‘ Weighting: 1/6

Company target achievement
(multi-year)

Individual target achievement

‘ Factor 0.7-1.3 ‘

p—

Total target achievement

To measure the achievement of Group targets, the Supervisory
Board used a performance curve defined on the basis of EVA
values. This also applies to the performance curves for the PSBC
and CC segments and Treasury. To measure departmental and
individual target achievement, the Supervisory Board drew
primarily on the key figures defined for the Commerzbank 4.0
strategy and the target figures set out in the multi-year plan. In the
case of project-related targets, the Supervisory Board compared
the current status with the project objectives agreed a priori. In
addition, the Supervisory Board used various media to assess the
qualitative criteria embodied in the targets. For example, the
Supervisory Board wuses customer satisfaction surveys to
determine net promoter scores for the market areas and to
measure the willingness of customers to recommend the Bank to
others over time. The Supervisory Board also used externally
available data such as studies and statistics to measure brand
perception and employer attractiveness. Important parameters for
assessing target achievement can also be derived from internal
departmental reports. For example, the number and criticality of
IT malfunctions or compliance or internal audit findings can serve

as indicators.

Review of bonus pool for variable remuneration/amendment
clause The Supervisory Board may reduce or cancel the variable
remuneration if necessary, for example to take account of the
Bank’s risk-bearing capacity, multi-year capital planning or
profitability or its ability to ensure that it can maintain or rebuild
sufficient capital or liquidity resources or safeguard its ability to
meet the capital buffer requirements of the German Banking Act
over the long term. If predefined levels are not met, the
Supervisory Board has to be obliged to cancel the variable
remuneration (review and amendment of bonus pool for variable
remuneration). The Supervisory Board may also reduce or cancel a
Board member’s variable remuneration due to misconduct or
negligence in the performance of their duties in the relevant
financial year. Furthermore, the variable remuneration is not
payable if, in the course of their activities during the financial year,
the member of the Board of Managing Directors was significantly
involved in or responsible for conduct that led to significant losses
for the Bank or a significant regulatory sanction, or if they
seriously violated relevant external or internal fit and proper
regulations. In such cases, the Bank may reclaim variable
remuneration that has already been paid out for up to two years
after the end of the retention period for the respective LTI portion
of the variable remuneration for the financial year in question
(“clawback”).
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If extraordinary circumstances arise that are beyond the Bank’s
control, the Supervisory Board can increase or reduce the Group’s
target achievement by up to 20 percentage points in order to
appropriately neutralise both positive and negative effects on the

Group’s target achievement.

Short-Term Incentive (STI) 40% of the variable remuneration
takes the form of a short-term incentive. Entitlement to the STI
arises upon determination by the Supervisory Board of the total
amount of variable remuneration based on target achievement and
notification to the member of the Board of Managing Directors in
question. Half of this remuneration component is payable in cash;
the other half is payable after a twelve-month waiting period, also
in cash but based on share price performance. This half is linked
to the performance of the Commerzbank share since the cash

payment.

Long-Term Incentive (LTI) The remaining 60% of the variable
remuneration takes the form of a long-term incentive. Entitlement
to the LTI arises only after a five-year retention period and is
subject to a retrospective performance evaluation. The purpose of
the retrospective performance evaluation is to enable the
Supervisory Board to check whether the total target achievement
amount determined is still appropriate in retrospect, for example
whether risks were underestimated or not recognised or whether
unexpected losses were incurred. The Supervisory Board also
adjusts the LTI, if necessary, based on the follow-up review of the
bonus pool. The retrospective performance evaluation can thus
result in the LTI being reduced or cancelled completely. Half of the
LTI element resulting from the retrospective performance
evaluation is payable in cash and half after a further twelve-month
waiting period, also in cash but on the basis of the share price. As
with the share-based part of the STI, the performance of the
Commerzbank share since the end of the financial year in respect
of which the cash part of the STI was awarded is taken into
account. The share-based half of the LTI therefore reflects the
performance of the Commerzbank share during the five-year

retention period and the subsequent waiting period.

Remuneration for serving on the boards of consolidated
companies

The remuneration accruing to an individual member of the Board
of Managing Directors from serving on the boards of consolidated
companies counts towards the total remuneration paid to the
Board member in question.

Pension provision

Rules for members of the Board of Managing Directors appointed
in or before 2011 The company pension scheme adopted in 2011
by the Supervisory Board for members of the Board of Managing
Directors contains a defined contribution benefit for members of

the Board of Managing Directors who were already in office at the
time. In the 2019 financial year, this applied to Martin Zielke,
Frank Annuscheit and Michael Reuther.

Each member of the Board of Managing Directors receives a
pension module credited to their pension account every year until
the end of their term in office. The pension module for a calendar
year is calculated by converting the relevant annual contribution
into an entitlement to a retirement, disability and surviving
dependants’ pension. The pension account represents the pension
entitlement the Board member has accrued for an annual
retirement pension. Since 2015, increases in the fixed annual
salary only increase the pension module if so resolved by the
Supervisory Board. With regard to the partial salary conversion
from variable remuneration to fixed remuneration as at 1 January
2019, the Supervisory Board decided to allow 5.1% of the basic
salary increase to qualify as pensionable. This corresponds to the
development of non-pay-scale remuneration for employees of
Commerzbank Aktiengesellschaft from 2011 to 2019. The annual
contribution that is converted into a pension module therefore
increased by 5.1% as of 1 January 2019.

Company pension entitlements acquired under the old
company pension scheme before the transition to the new system
were transferred to the new system as an initial benefit module.
The initial module is adjusted in accordance with the pension
agreement, as the old system provided for a benefit based on final
salary.

Members of the Board of Managing Directors receive a
retirement benefit in the form of a life-long pension, subject to the

following conditions, provided their employment has ended:

an old-age pension if the Board member has reached age 65;
an early retirement pension if (i) the Board member has
reached age 62 but not age 65, or (ii) the Board member has
served at least 10 years on the Board of Managing Directors
and has reached age 58, or (iii) the Board member has served
at least 15 years on the Board of Managing Directors; or

a disability pension if the Board member is permanently unable
to work.

If a member of the Board of Managing Directors leaves the
Bank before the pension benefits become due, any entitlement to
vested benefits that the Board member has already accrued is
retained.

The monthly amount of the retirement pension is calculated as
one-twelfth of the amount in the pension account when the
pension benefits start.

When calculating the early retirement pension, the pension will
be reduced to reflect the fact that the payments start earlier.

If a pension is paid due to disability before the age of 55, a
supplement is added to the monthly disability pension.
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If retiring upon reaching the age of 62, members of the Board
of Managing Directors can elect to receive one lump-sum payment
or nine annual instalments instead of an ongoing pension. In this
case, the amount paid out is calculated using a capitalisation rate
based on the age of the Board member.

Members of the Board of Managing Directors who leave the
Board at age 62 or older or are permanently unable to work will
continue to receive their pro-rata basic salary for six months as a
form of transitional pay instead of the pension. The transitional
pay may be reduced, especially in the event of misconduct. If a
member of the Board of Managing Directors draws an early
retirement pension and has not yet reached the age of 62, income
earned from other activities will be deducted from the pension
entitlement at a rate of 50% until age 62 is reached.

The surviving dependant’s pension for a surviving spouse or
partner is 66 2/3% of the pension entitlements of the member of
the Board of Managing Directors. If no surviving dependant’s
pension is paid to a surviving spouse or partner, minors or
children still in full-time education are entitled to an orphan’s
pension of 25% each of the Board member’s pension entitlement,
the total of the orphan’s pensions being limited, however, to a
maximum of the pension that would otherwise have been paid to a

surviving spouse or partner.

Rules for Board members appointed after 2011 Pension
provision for members of the Board of Managing Directors
appointed after the new rules came into effect was defined
according to the Commerzbank capital plan for company pension
benefits for non-pay-scale employees of Commerzbank AG.
Members of the Board of Managing Directors receive a retirement
benefit in the form of a capital payment, subject to the following

conditions, provided their employment has ended:

they have reached age 65 (retirement capital) or

they have reached age 62 but not yet age 65 (early retirement
capital) or

they are permanently unable to work before they reach age 62.

As an alternative to a lump-sum payment, the Board member in
question may elect to receive a life-long pension. In this case, the
lump-sum benefit is annualised according to actuarial rules.

If a member of the Board of Managing Directors leaves the
Bank before the pension benefits become due, any entitlement to
vested benefits that the Board member has already accrued is
retained.

For each calendar year during the employment relationship
until pension benefits start to be paid out, each member of the
Board of Managing Directors joining after the new rules came into
effect is credited an annual module equating to 40% of the
pensionable fixed basic annual salary (annual contribution),
multiplied by an age-dependent conversion factor. Under this
system, too, increases in the fixed annual salary since 2015 only
increase the annual module if so resolved by the Supervisory
Board. With regard to the partial salary conversion from variable
remuneration to fixed remuneration as at 1January 2019, the
Supervisory Board decided to allow 5.1% of the basic salary
increase to qualify as pensionable for the current pension scheme
as well. This corresponds to the development of non-pay-scale
remuneration for employees of Commerzbank Aktiengesellschaft
from 2011 to 2019. The annual contribution therefore increased by
5.1% as of 1 January 2019.

The annual modules are managed in a pension account until
the member of the Board of Managing Directors in question no
longer serves on the Board. Upon reaching age 61, a premium of
2.5% of the amount in the Board member’s pension account at the
end of the previous year is additionally credited to the member’s
pension account until the pension benefits start to be paid out.

The annual contribution is invested in investment funds and
placed in a virtual custody account.

The retirement capital (or early retirement capital) corresponds
to the amount in the virtual custody account or the amount in the
pension account, whichever is higher when the pension benefits
become payable. Under these rules, the amount in the pension
account represents the minimum capital sum payable, insofar as
the amount in the virtual custody account is lower. For the first
two months after pension benefits become due, the Board member
in question will receive transitional pay of one-twelfth of their
fixed basic annual salary per month. The transitional pay may be
reduced, especially in the event of misconduct.

If a member of the Board of Managing Directors dies before the
pension benefits become due, his/her dependants are entitled to
receive dependants’ capital, which is the amount in the virtual
custody account on the value date or the amount in the pension
account plus any applicable supplement, whichever is higher. A
supplement is payable if, at the time pension benefits become due
because of inability to work or death, the Board member had
served at least five consecutive years on the Bank’s Board of
Managing Directors and had not yet reached age 55.
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If a Board member selected the option of drawing a retirement
pension, in the event of that Board member’s death, the surviving
spouse or partner, as a prospective pension recipient, will receive
a surviving dependant’s pension calculated on the basis of the
retirement capital applying actuarial rules. If the Board member in
question was already drawing a pension, a surviving spouse or
partner will receive a surviving dependant’s pension of 60% of the

amount of the pension last paid to the deceased Board member.

The table below shows the annual pension entitlements at a
pensionable age of 62 for active members of the Board of
Managing Directors as at 31 December 2019, the corresponding
actuarial net present values on 31 December 2019, the service
costs for 2019 contained in the net present value and the
comparable amounts for the previous year:

€1,000 Pension entitlements Net present values of Service costs®
projected annual pension at pension entitlements
pensionable age of 62
As at 31.12. As at 31.12.
Martin Zielke 2019 317 9,488 1,065
2018 276 7,090 1,044
Frank Annuscheit’ 2019 263 7,715 494
2018 244 6,140 506
Dr. Marcus Chromik 2019 774 1,547 350
2018 624 1,027 335
Stephan Engels 2019 1274 2,760 331
2018 1194 2,296 317
Jorg Hessenmdiller? 2019 174 345 314
2018 - - -
Michael Mandel 2019 624 1,288 337
2018 484 850 323
Dr. Bettina Orlopp 2019 404 813 347
2018 234 389 332
Michael Reuther3 2019 304 8,961 570
2018 279 7,432 545
Total 2019 32,917 3,808
2018 25,224 3,402

" The appointment of Frank Annuscheit as a member of the Board of Managing Directors ended at the close of 28 February 2019. Figures up until 31 December 2019 are included.
2 Jorg Hessenmdiller has been a member of the Board of Managing Directors since 15 January 2019.
% The appointment of Michael Reuther as a member of the Board of Managing Directors ended at the close of 31 December 2019.

* Capital payment annualised.
5 Only 5.1% of the basic salary increase on 1 January 2019 qualifies as pensionable.

The assets backing these pension obligations were transferred
under a contractual trust arrangement to Commerzbank Pension-
Truste. V.

As at 31 December 2019, defined benefit obligations for
members of the Commerzbank Aktiengesellschaft Board of
Managing Directors serving in the 2019 financial year totalled
€32.9m (previous year: €25.2m).

Rules applying to the termination of office
If the term of office of a member of the Board of Managing
Directors is effectively terminated, the following applies:

If the term of office of a member of the Board of Managing
Directors ends prematurely, the employment contract normally
expires six months later (linking clause). In this case, the Board
member continues to receive the basic annual salary and variable
remuneration — subject to Art. 615 sentence 2 of the German Civil
Code (crediting of remuneration otherwise acquired) — beyond the

end of employment until the end of the original term of office.

From the time the term of office is ended, target achievement is
the average target achievement of the other members of the Board
of Managing Directors for the year in question. The variable
remuneration otherwise remains subject to the rules of the
remuneration system, including retrospective performance
evaluation.

If, in the case of premature termination of the term of office,
the employment contract ends for reasons other than the linking
clause described above, the fixed basic annual salary will continue
to be paid - pro rata temporis where applicable — until the end of
the employment contract. The variable remuneration
communicated for financial years prior to the termination of the
employment contract remains unaffected. The variable
remuneration for the final year in office is reduced pro rata
temporis where applicable. In this case, too, the variable
remuneration remains subject to the rules of the remuneration

system, including retrospective performance evaluation.
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If the employment contract is not extended upon expiry of the
respective term of office, without there being good cause within
the meaning of Art. 626 of the German Civil Code, or if the
employment contract ends as a result of a linking clause as
described above, the Board member will continue to receive his or
her basic annual salary for a maximum period of six months
beyond the end of the original term of office (“transitional pay”).
This payment ceases as soon as the Board member starts
receiving pension payments.

In all these cases, the specified payments for the time after the
effective termination of the term of office may not exceed two
years’ annual remuneration' (cap).

If upon termination of a term of office or non-extension of an
appointment the conditions apply for extraordinary termination of
the employment contract pursuant to Art. 626 of the German Civil
Code, the Board member in question will receive no variable
remuneration for the calendar year in which their term of office
ends. The same applies where a member of the Board of
Managing Directors resigns without good cause attributable to the
Bank. In both these cases, the same applies to the fixed basic
annual salary from the end of the month in which the term of
office ends. If the term of office is terminated because of a serious
breach of duty, the variable remuneration for the year in which the
term of office ended and variable remuneration not yet paid out in
respect of previous years shall not be payable.

Termination agreement with a member of the Board of
Managing Directors

The appointment of Frank Annuscheit as a member of the Board of
Managing Directors ended at the close of 28 February 2019. The
material content of the termination agreement is disclosed in the

remuneration report for the 2018 financial year.

Other

No members of the Board of Managing Directors received
payments or promises of payment from third parties in the year
under review in respect of their work as a member of the Board of

Managing Directors.

Details of remuneration of the Board of
Managing Directors in accordance with the
German Corporate Governance Code

Under section 4.2.5 of the German Corporate Governance Code in
the version dated 7 February 2017, the remuneration awarded for
the year under review and the allocation (actual payouts) for the
year under review are to be reported for each member of the
Board of Managing Directors (the declaration of compliance of

Commerzbank Aktiengesellschaft for 2019 was issued on the basis
of the version of the Code applicable in 2019; for this reason, the
recommendations of the new German Corporate Governance Code
adopted on 9 May 2019, which had not yet come into force as of
31 December 2019, will not be addressed below). This is to be
broken down into fixed remuneration, fringe benefits and one-year
and multi-year variable remuneration.

As the model tables recommended by the German Corporate
Governance Code do not take account of the specificities of the
Remuneration Ordinance for Institutions, and hence are less
suitable for institutions such as Commerzbank, the Bank has
tables,
comprehensible information on its remuneration system for

designed its own which provide transparent and
members of the Board of Managing Directors. Commerzbank has
decided not to include the Code’s model tables alongside the
tables it designed itself, because this would undermine the clarity
and comprehensibility of the remuneration report. Commerzbank
also stated this in its declaration of compliance pursuant to Art.
161 of the Stock Corporation Act (AktG). As in the previous year,
the remuneration awards table and the allocation table below do
not distinguish between one-year and multi-year variable
remuneration, but instead between short-term and long-term
remuneration. This is because the total variable remuneration
regularly includes the achievement of company targets over a
period of three years. The only exceptions to this stem from a
transitional arrangement for newly appointed members of the
Board of Managing Directors in the first and second years of their
appointment.

Variable short-term remuneration is the Short-Term Incentive
under the remuneration system. This is paid out half in cash after
the end of the financial year and half on the basis of shares after a
twelve-month waiting period, i.e. in the short term. Entitlement to
the long-term portion, the Long-Term Incentive, arises only after a
five-year retention period and is subject to a retrospective
performance evaluation. The pension expense for pension
provision for the individual members of the Board of Managing
Directors is shown in the above table in the service costs column.
Pension expense is therefore not shown again in either the
remuneration allocations or the remuneration awards table.

The following tables show the actual allocations in 2019 with the
figures from the previous year for comparison for each individual
member of the Board of Managing Directors. The allocation “for”
the year means, for example, that the STI 2019 paid in cash for
2019 and for which all inputs are available at the end of the year is
shown as an allocation for 2019 even though the actual payment is
not made until 2020. Hence, the STI 2018 paid out in cash in 2019
is shown as an allocation for 2018.

" The cap is twice the basic annual salary including fringe benefits (in particular, the use of a company car with driver, security measures,
insurance premiums for accident insurance and the applicable tax thereon) plus the average variable remuneration granted for the three

financial years prior to termination of the term of office.
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Allocation Martin Zielke Frank Annuscheit
€1,000 Chairman Chief Operating Officer
(until 28 February 2019)

2019 2018 2019 2018

Basic salary 1,674 1,313 165 750
Fringe benefits’ 170 213 14 134
Sub-total 1,844 1,526 179 884
Short-term variable remuneration 326 416 106 270
STI1 2016 in virtual shares (up to Q1/2018) = 328 - 216
STI1 2017 in virtual shares (up to Q1/2019) 165 - 91 -
STI1 2018 in cash = 88 = 54
STI 2019 in cash 161 - 15 -
Long-term variable remuneration? 102 100 104 95
LTI 2013 in virtual shares (up to Q1/2018) = 100 = 95
LTI 2014 in virtual shares (up to Q1/2019) 102 - 104 -
Total 2,272 2,042 390 1,249

Allocation Dr. Marcus Chromik Stephan Engels Jorg Hessenmiiller
€1,000 Chief Risk Officer Chief Financial Officer Chief Operating Officer
(since 15. January 2019)

2019 2018 2019 2018 2019 2018

Basic salary 990 750 990 750 953 -
Fringe benefits’ 74 68 120 129 51 -
Sub-total 1,064 818 1,110 879 1,004 -
Short-term variable remuneration 209 260 196 273 94 -
STI 2016 in virtual shares (up to Q1/2018) = 206 = 219 = -
STI1 2017 in virtual shares (up to Q1/2019) 107 - 98 - = -
STI1 2018 in cash = 54 = 54 = -
STI1 2019 in cash 102 - 98 - 94 -
Long-term variable remuneration? = - 97 87 = -
LTI 2013 in virtual shares (up to Q1/2018) = - = 87 = -
LTI 2014 in virtual shares (up to Q1/2019) = - 97 - = -
Total 1,273 1,078 1,403 1,239 1,098 -
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Allocation Michael Mandel Dr. Bettina Orlopp Michael Reuther
€1,000 Private and Small- Group Compliance, Corporate Clients

Business Customers ~ Group Human Resources,

Group Legal

(since 23 May 2016) (since 1 November 2017)
2019 2018 2019 2018 2019 2018
Basic salary 990 750 990 750 990 750
Fringe benefits’ 105 114 88 92 151 141
Sub-total 1,095 864 1,078 842 1,141 891
Short-term variable remuneration 184 193 113 54 148 226
STI 2016 in virtual shares (up to Q1/2018) = 133 = - = 178
STI1 2017 in virtual shares (up to Q1/2019) 98 - 17 - 73 -
STI1 2018 in cash = 60 = 54 = 48
STI1 2019 in cash 86 - 96 - 75 -
Long-term variable remuneration? = - = - 99 95
LTI 2013 in virtual shares (up to Q1/2018) - - = - = 95
LTI 2014 in virtual shares (up to Q1/2019) = - = - 99 -
Total 1,279 1,057 1,191 896 1,388 1,212

" Non-monetary remuneration awarded, tax due on non-monetary remuneration and employer contributions to the BVV occupational retirement fund are shown under fringe benefits.
2 Allocations from long-term variable remuneration for the performance years from 2015 onwards will only be made from 2021.

The following table shows the remuneration awarded, which
comprises fixed remuneration (basic salary and fringe benefits)
and variable remuneration at the target amount set, the short-term
and long-term portions of variable remuneration and the minimum
and maximum amounts of total variable remuneration for each
individual member of the Board of Managing Directors.

Unlike the model table of the German Corporate Governance
Code for remuneration awarded, the variable remuneration
allocated is not shown as the target amount, i.e. the amount if
target achievement is 100% or a comparable figure for an average
probability scenario. Instead, the total target achievement amounts
determined by the Supervisory Board are shown for each member
of the Board of Managing Directors. The table reflects the actual
target achievement of the members of the Board of Managing
Directors and is therefore of greater informational value in respect
of the variable remuneration for the past financial year than a
hypothetical value that assumes target achievement of 100%.

Of the total target achievement amount and the minimum and
maximum values shown, 40% relates to short-term variable
remuneration (STI) and 60% to long-term variable remuneration
(LTD. In both cases, half of the remuneration is share-based.

At its meeting on 12 February 2020, the Supervisory Board
determined the total target achievement amounts applicable to
variable remuneration for the individual members of the Board of
Managing Directors for 2019. The total target achievement
amount is not necessarily the same as the amount that may later
actually be paid out. For instance, the Supervisory Board may
reduce the portion relating to the LTI during the retrospective
performance evaluation if hindsight indicates that this was not
originally calibrated correctly. Also, half of the variable
remuneration is share-based. Any changes in the Commerzbank
share price compared to the conversion price therefore alter the
amounts paid out.
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Awarded Fixed Variable remuneration Total remu-
remuneration remuneration neration
allocated’

€1,000 Basic Fringe Short-term Long-term Total target

salary benefits? amount

STl in STlin LTlin LTl in min max3
cash virtual cash virtual
shares shares

Martin Zielke 2019 1,674 170 161 161 241 241 804 0 1,674 2,648
2018 1,313 213 88 88 132 132 440 0 2,443 1,966
Frank Annuscheit 20194 165 14 15 15 23 23 77 0 165 256
2018 750 134 54 54 81 81 270 0 1,500 1,154
Dr. Marcus Chromik 2019 990 74 102 102 152 152 508 0 990 1,572
2018 750 68 54 54 81 81 270 0 1,500 1,088
Stephan Engels 2019 990 120 98 98 146 146 488 0 990 1,598
2018 750 129 54 54 81 81 270 0 1,500 1,149
Jorg Hessenmdiller 20195 953 51 94 94 141 141 470 0 953 1,474
2018 - - = = = = - = = -
Michael Mandel 2019 990 105 86 86 129 129 429 0 990 1,524
2018 750 114 60 60 90 90 300 0 1,500 1,164
Dr. Bettina Orlopp 2019 990 88 96 96 145 145 482 0 990 1,560
2018 750 92 54 54 81 81 270 0 1,500 1,112
Michael Reuther 2019 990 151 75 75 113 113 376 0 990 1,517
2018 750 141 48 48 72 72 240 0 1,500 1,131
Total 2019 7,742 773 727 727 1,090 1,090 3,634 0 7,742 12,149
2018 5,813 891 412 412 618 618 2,060 0 11,443 8,764

" Total remuneration does not include pension expense. This is shown in the section on pension provision.

2 Non-monetary remuneration awarded, tax due on non-monetary remuneration and employer contributions to the BVV occupational retirement fund are shown under fringe benefits.
3 Maximum amount in the relevant year, i.e. excluding any rise in the share price for share-based remuneration.

* The appointment of Frank Annuscheit as a member of the Board of Managing Directors ended at the close of 28 February 2019.

5 Jorg Hessenmdiller has been a member of the Board of Managing Directors since 15 January 2019.

Details of remuneration of the Board of
Managing Directors pursuant to German
Accounting Standard no. 17 (DRS 17)

The remuneration of the Board of Managing Directors is shown
below in accordance with the rules of DRS 17. The amounts shown
differ from those reported above based on the German Corporate
Governance Code. This is because reporting under DRS 17
involves special rules. The main differences that lead to different
figures are the following:

Under DRS 17, the LTI components of the remuneration system
may only be stated after the retrospective performance
evaluation has been completed and the five-year retention
period has expired. They are therefore not included in the DRS
17 table, in contrast to the remuneration awards table, which is
based on the rules of the German Corporate Governance Code.

The value of the share-based STI component has to be shown
in the DRS 17 table using the share price on the day the
Supervisory Board determined the total target achievement
amounts. Therefore, the performance of the Commerzbank
share from the start of the year to the day the amount was
determined is included in the value shown. In contrast, in the
remuneration awards table, which is based on the German
Corporate Governance Code, this component is shown at 20%
of the total target achievement amount. This is the value before
conversion into a quantity of virtual shares and thus does not
include share price performance, meaning that the figure is
frequently different.
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Fixed components Performance-related components
€1,000 with short-term incentive with long- Total
term remuneration
incentive! under
Basic salary Fringe STl in cash* STl in virtual shares® B
oI Number of
virtual shares
in units
Martin Zielke 2019 1,674 170 161 175 29,546 - 2,180
2018 1,313 213 88 73 11,742 - 1,687
Frank Annuscheit 2019¢ 165 14 15 17 2,825 - 211
2018 750 134 54 45 7,210 - 983
Dr. Marcus Chromik 2019 990 74 102 111 18,684 - 1,277
2018 750 68 54 45 7,210 - 917
Stephan Engels 2019 990 120 98 106 17,956 - 1,314
2018 750 129 54 45 7,210 - 978
Jorg Hessenmiiller 20197 953 51 94 102 17,281 - 1,200
2018 - - - - = - -
Michael Mandel 2019 990 105 86 93 15,773 - 1,274
2018 750 114 60 50 8,011 - 974
Dr. Bettina Orlopp 2019 990 88 96 105 17,714 - 1,279
2018 750 92 54 45 7,210 - 941
Michael Reuther 2019 990 151 75 82 13,831 - 1,298
2018 750 141 48 40 6,409 - 979
Total 2019 7,742 773 727 791 133,610 - 10,033
2018 5,813 891 412 343 55,002 - 7,459

" The performance-related components with long-term incentive effect are only granted once the Supervisory Board has completed the retrospective performance evaluation after expiry
of the retention period. This period is generally five years; in the case of J6rg Hessenmiiller it is seven years owing to his appointment in 2019.

2 The amounts disclosed as total remuneration in accordance with DRS 17 for the 2019 financial year include only those components in respect of which the members of the Board of
Managing Directors already have a legally binding entitlement. As such, the amounts disclosed as total remuneration in accordance with DRS 17 do not include the LTI components
for financial year 2019, as there is no such entitlement until after the retrospective performance evaluation and expiry of the retention period.

® Non-monetary remuneration awarded, tax due on non-monetary remuneration and employer contributions to the BVV occupational retirement fund are shown under fringe benefits.

4 Payable in 2020 following determination of the total target achievement amount for 2019.

® The STI 2019 in virtual shares is payable in 2021. The amounts correspond to the value at which the variable remuneration was fixed on 12 February 2020. The payout is dependent on
the future performance of the Commerzbank share price. The number of virtual shares for the STI 2019 is calculated using the proportion of the total target achievement amount and

the average Commerzbank share price in January 2020.

® The appointment of Frank Annuscheit as a member of the Board of Managing Directors ended at the close of 28 February 2019.
7 Jorg Hessenmdiller has been a member of the Board of Managing Directors since 15 January 2019.

Further mandatory disclosures in accordance
with IFRS 2

Owing to the three-year period that underlies the remuneration
system and is used to calculate target achievement, pro-rated
expenses for share-based remuneration in future financial years
were disclosed in the last financial year in compliance with [FRS 2.
The expenses disclosed below for 2019 do not, therefore, reflect
either the amounts to be disclosed under DRS 17 or actual

expectations or payouts.

The share-based remuneration recorded as expenses under
IFRS 2 for the 2019 financial year totalled €1,595 thousand, of
which €433 thousand was for Jorg Hessenmiiller, €327 thousand
for Martin Zielke, €247 thousand for Dr. Bettina Orlopp, €202
thousand for Dr. Marcus Chromik, €198 thousand for Stephan
Engels, €163 thousand for Michael Mandel, €42 thousand for
Michael Reuther and €-17 thousand for Frank Annuscheit.

In 2018, the share-based remuneration recorded as expenses
under IFRS 2 totalled €342 thousand, of which €289 thousand was
for Dr. Bettina Orlopp, €97 thousand for Martin Zielke, €63
thousand for Michael Mandel, €58 thousand for Stephan Engels,
€53 thousand for Dr. Marcus Chromik, €-173 thousand for Frank
Annuscheit and €-45 thousand for Michael Reuther.
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Loans to members of the Board of Managing
Directors

Members of the Board of Managing Directors have been granted
loans with terms ranging from on demand up to a due date of
2043 and at interest rates ranging between 0.7% and 2.8% and,
in certain cases, up to 9.5% on amounts overdrawn. The loans,
mainly real estate financing, are secured at normal market terms,
if necessary through land charges or rights of lien.

As at the reporting date, the aggregate amount of loans granted
to members of the Board of Managing Directors was €5,549
thousand; in the previous year, the figure was €3,494 thousand.
Repayments of €424 thousand were made in 2019. With the
exception of rental guarantees, Commerzbank Group companies
did not enter into any contingent liabilities in favour of members
of the Board of Managing Directors in the year under review.

Supervisory Board

Principles of the remuneration system and
remuneration for financial year 2019

The remuneration of the Supervisory Board is regulated in Art. 15
of the Articles of Association; the current version was approved by
the Annual General Meeting on 20 April 2016.

Under the remuneration system, members of the Supervisory
Board receive basic remuneration of €80 thousand for each
financial year. The Chairman receives triple and the Deputy
Chairman double this amount.

Members also receive an additional €30 thousand annually for
sitting on either the Audit Committee or the Risk Committee.

Members also receive an additional €20 thousand annually for
sitting on any other committee of the Supervisory Board that
meets at least once in the calendar year. The committee chairman
receives double these amounts. Additional remuneration is paid
for a maximum of three committee appointments, taking the
figures for the three highest paid positions. Members of the
Supervisory Board who only belonged to the Board or one of its
committees for part of a financial year receive reduced
remuneration for that year calculated pro rata temporis. In
addition, each member of the Supervisory Board receives an
attendance fee of €1.5 thousand for each meeting or conference
call of the Supervisory Board or one of its committees in which the
member participates. Where several meetings or conference calls
take place on a single day, only one attendance fee is paid. The
basic remuneration, remuneration for serving on committees and
attendance fees are payable at the end of the financial year.

Commerzbank Aktiengesellschaft reimburses any expenses
incurred by members of the Supervisory Board in the performance
of their duties and any VAT due on remuneration or expenses. The
Chairman of the Supervisory Board is provided with appropriate
human and material resources and, in particular, is reimbursed for
travel costs incurred as part of the duties of representation and
costs for requisite security measures arising from his position.

Members of the Supervisory Board thus received total net
remuneration for the 2019 financial year of €3,321.9 thousand
(previous year: €3,174.0 thousand). Of this figure, the basic
remuneration amounted to €1,840.0 thousand (previous year:
€1,842.2 thousand) and remuneration for committee memberships
to €983.9 thousand (previous year: €910.3 thousand). Attendance
fees were €498.0 thousand (previous year: €421.5 thousand).

The remuneration is divided between the individual members

of the Supervisory Board as follows:
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€1,000 Basic Remuneration Attendance Total
remuneration for serving on fee
committees
Dr. Stefan Schmittmann (since 8 May 2018) 2019 240.0 120.0 31.5 391.5
2018 155.3 77.7 15.0 248.0
Klaus-Peter Miller (until 8 May 2018) 2019 - - - =
2018 85.3 42.7 9.0 137.0
Uwe Tschage 2019 160.0 60.0 28.5 248.5
2018 160.0 60.0 22.5 242.5
Hans-Hermann Altenschmidt (until 8 May 2018) 2019 - - - =
2018 28.4 24.9 15.0 68.3
Heike Anscheit 2019 80.0 20.0 22.5 122.5
2018 80.0 12.9 13.5 106.4
Alexander Boursanoff (since 8 May 2018) 2019 80.0 - 18.0 98.0
2018 51.8 - 10.5 62.3
Gunnar de Buhr 2019 80.0 50.0 28.5 158.5
2018 80.0 50.0 24.0 154.0
Stefan Burghardt 2019 80.0 50.0 255 155.5
2018 80.0 50.0 19.5 149.5
Sabine Ursula Dietrich 2019 80.0 60.0 21.0 161.0 -
2018 80.0 45.9 15.0 140.9 z
Monika Fink (since 8 May 2018) 2019 80.0 30.0 255 135.5 g
2018 51.8 19.4 15.0 86.2 §
Karl-Heinz Flother (until 8 May 2018) 2019 - - - = 2
2018 28.4 10.7 10.5 49.6 s
Dr. Tobias Guldimann (since 3 Mai 2017) 2019 80.0 91.3 345 205.8 g
2018 80.0 68.9 27.0 175.9
Dr. Rainer Hillebrand (since 8 May 2018) 2019 80.0 50.0 255 155.5
2018 51.8 32.3 10.5 94.6
Christian Hohn (since 8 May 2018) 2019 80.0 60.0 24.0 164.0
2018 51.8 38.8 13.5 104.1
Stefan Jennes (1 February 2017 until 8 May 2018) 2019 - - - =
2018 28.4 - 4.5 32.9
Kerstin Jerchel (since 8 May 2018) 2019 80.0 - 15.0 95.0
2018 51.8 - 10.5 62.3
Dr. Markus Kerber 2019 80.0 70.0 25.5 175.5
2018 80.0 70.0 255 175.5
Alexandra Krieger 2019 80.0 - 18.0 98.0
2018 80.0 - 13.5 93.5
Oliver Leiberich (until 8 May 2018) 2019 - - - =
2018 28.4 - 4.5 32.9
Dr. Stefan Lippe (until 8 May 2018) 2019 - - - =
2018 28.4 10.7 7.5 46.6
Beate Mensch (until 8 May 2018) 2019 - - - =
2018 28.4 - 3.0 31.4
Anja Mikus 2019 80.0 70.0 27.0 177.0
2018 80.0 62.9 25.5 168.4
Dr. Victoria Ossadnik (since 8 May 2018) 2019 80.0 21.3 255 126.8
2018 51.8 12.9 10.5 75.2
Dr. Helmut Perlet (until 8 May 2018) 2019 - - - -
2018 28.4 32.0 10.5 70.9
Mark Roach (until 8 May 2018) 2019 - - - -
2018 28.4 - 4.5 32.9
Robin J. Stalker (since 8 May 2018) 2019 80.0 60.0 30.0 170.0
2018 51.8 38.8 18.0 108.6
Nicholas Teller 2019 80.0 81.3 31.5 192.8
2018 80.0 80.0 255 185.5
Dr. Gertrude Tumpel-Gugerell 2019 80.0 70.0 25.5 175.5
2018 80.0 55.9 25.5 161.4
Stefan Wittmann (since 8 May 2018) 2019 80.0 20.0 15.0 115.0
2018 51.8 12.9 12.0 76.7
Total 2019 1,840.0 983.9 498.0 3,321.9

2018 1,842.2 910.3 421.5 3,174.0
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Members of the Supervisory Board once again provided no
advisory, intermediary or other personal services in 2019.
Accordingly, no additional remuneration was paid.

Loans to members of the Supervisory Board

Members of the Supervisory Board have been granted loans with
terms ranging from on demand up to a due date of 2042 and at
interest rates ranging between 1.0% and 2.3%, and on amounts
overdrawn in certain cases up to 9.4%. The loans, mainly real
estate financing, are secured at normal market terms, if necessary
through land charges or rights of lien.

As at the reporting date, the aggregate amount of loans granted
to members of the Supervisory Board was €1,468 thousand; in the
previous year, the figure was €1578 thousand. Repayments of
€113 thousand were made in 2019. Commerzbank Group
companies did not enter into any contingent liabilities in favour of
members of the Supervisory Board in the year under review.

Other details

D&O liability insurance

A Directors and Officers (D&0) liability insurance policy is in place
for members of the Board of Managing Directors and the
Supervisory Board. The excess for members of the Supervisory
Board and the Board of Managing Directors is set at 10% of the
claim up to a maximum of 150% of the fixed annual remuneration

for all insurance claims made within a single year.

Purchase and sale of Bank shares

Art. 19 of Regulation (EU) No. 596/2014 on market abuse requires
disclosure and notification of transactions by managers of listed
companies and persons closely associated with them. Own
transactions by such persons in shares or bonds issued by
Commerzbank Aktiengesellschaft or in derivatives or other
financial instruments based thereon must be disclosed if they
exceed an aggregate volume of €5 thousand within a calendar
year. The increase in the threshold value to €20 thousand came
into force on 1 January 2020. This duty of disclosure applies to
members of the Board of Managing Directors and the Supervisory
Board.

No such transactions to Commerzbank

were reported

Aktiengesellschaft in the past 2019 financial year.
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Details pursuant to Art. 315a (1) and Art.
315 (4) of the German Commercial Code

Information under takeover law required
pursuant to Art. 315a (1) of the German
Commercial Code (HGB) and explanatory report

Share capital structure

The share capital of Commerzbank totalled €1,252,357,634.00 at
the end of the financial year. It is divided into 1,252,357,634 no-
par-value shares. The shares are issued in bearer form.
Commerzbank has issued only ordinary shares with the same

rights and obligations. Each share has one vote.

Restrictions on voting rights and transfers; nature of
voting control for employee shares

We are not aware of any restrictions on voting rights or the
transfer of shares. Employees who hold Commerzbank shares
exercise their rights of control like any other shareholders, in
accordance with the law and the Articles of Association.

Shares with special rights granting powers of control
There are no shares with special rights granting powers of control.

Appointment and removal of the members of the Board
of Managing Directors; amendments to the Articles of
Association

The members of the Board of Managing Directors are appointed
and removed by the Supervisory Board pursuant to Art. 84 of the
German Stock Corporation Act and Art. 6 (2) of the Articles of
Association. Before members of the Board of Managing Directors
are appointed it must be demonstrated to the German Federal
Financial Supervisory Authority (BaFin), the Deutsche Bundesbank
and the European Central Bank (ECB) that they are fit and proper
and have sufficient time available. Being fit and proper requires
them to have sufficient theoretical and practical knowledge of the
Bank’s business and management experience (Art. 24 (1) no. 1,
Art. 25¢ (1) of the German Banking Act (KWG), Art. 93 of
Regulation (EU) No 468/2014 (SSM Framework Regulation)).
Pursuant to Art. 6 (1) of the Articles of Association, the Board of
Managing Directors must comprise a minimum of two people;
otherwise, the Supervisory Board defines the number of members
on the Board of Managing Directors in accordance with Art. 6 (2)
of the Articles of Association. If there is a vacancy on the Board of
Managing Directors for a required member and the Supervisory
Board has not appointed a new member, in urgent cases one will

be appointed by a court pursuant to Art. 85 of the German Stock
Corporation Act.

Any amendment to the Articles of Association requires a
resolution of the Annual General Meeting under Art. 179 (1)
sentence 1 of the German Stock Corporation Act. Unless the law
mandates a majority of the share capital represented at the date of
resolution, a simple majority of the capital represented is sufficient
to pass resolutions (Art. 19 (3) sentence 2 of the Articles of
Association). The authority to amend the Articles of Association,
provided such amendments affect merely the wording of an article
with no change in substance, has been transferred to the
Supervisory Board under Art. 10 (3) of the Articles of Association
in compliance with Art. 179 (1) sentence 2 of the German Stock

Corporation Act.

Powers of the Board of Managing Directors to issue and
buy back shares

The Board of Managing Directors, with the approval of the
Supervisory Board, is authorised to increase the share capital by a
total of €626,178,817.00 by issuing new shares under Art. 4 (3)
and (4) (Authorised Capital 2019/1 and Authorised Capital 2019/1I)
of the Articles of Association applicable on 31 December 2019.
The Board of Managing Directors is authorised, with the approval
of the Supervisory Board, to exclude subscription rights in certain
circumstances. Moreover, the Annual General Meeting on 22 May
2019 gave the Board of Managing Directors the authority to issue
profit-sharing certificates or other hybrid debt instruments against
a cash or non-cash contribution for a total nominal value of up to
€5,000,000,000.00. Financial instruments can also be structured
in such a way that they are recognised as additional Tier 1 capital
at the time of issue. The Board of Managing Directors is
authorised, with the approval of the Supervisory Board, to exclude
subscription rights to financial instruments in certain
circumstances.

For details of the authorised capital, particularly regarding
maturities and terms and conditions of exercise, please refer to the
detailed explanations in Note 62 on page 253 ff.

On 30 April 2015, the Annual General Meeting authorised the
Board of Managing Directors to purchase and sell own shares for
the purpose of securities trading until 29 April 2020 pursuant to
Art. 71 (1) no. 7 of the German Stock Corporation Act. The
aggregate amount of shares to be acquired for this purpose may
share of Commerzbank

not exceed 5% of the capital

Aktiengesellschaft at the end of any given day. The price at which
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own shares are purchased may not be more than 10% lower or
higher than the average share price (closing auction prices or
similar successor prices for Commerzbank shares in Xetra trading
or a similar successor system to the Xetra system on the Frankfurt
Stock Exchange) on the three trading days preceding the
purchase.

Material agreements in the event of a change of control
following a takeover bid

In the event of a change of control at Commerzbank due to a
merger or transfer of assets, an extraordinary right of termination
in favour of certain contract parties has been negotiated by
Commerzbank under ISDA master agreements. In general, the
right of termination is also conditional upon a material
deterioration in Commerzbank’s credit standing. In the event of
this type of termination, the individual agreements signed under
these master agreements would have to be settled at market value,
which can be determined on any stock exchange trading day.
However, the possibility cannot be excluded that, if an individual
customer with an especially large volume of business terminates a
contract, Commerzbank’s assets, liabilities, financial position and
financial performance could nevertheless be heavily impacted due

to the Bank’s potential payment obligations.

Compensation agreements in the event of a

takeover offer

There are no compensation agreements in the event of a takeover
offer, either with the members of the Board of Managing Directors

or with employees of Commerzbank.

Equity holdings that exceed 10% of the voting rights
According to the notification of voting rights dated 4 June 2013,
the Financial Market Stabilisation Fund holds a stake of 17.15% in
the voting capital of Commerzbank Aktiengesellschaft. Provided
that the voting rights are unchanged, the Financial Market
Stabilisation Fund would hold a stake of approximately 15.6% in
the voting capital of Commerzbank Aktiengesellschaft following
the capital increase in April 2015.

Details pursuant to Art. 315 (4) of the German
Commercial Code (HGB)

The aim of the internal control and risk management system over
financial reporting is to ensure that the annual financial statements
of Commerzbank Aktiengesellschaft and the Commerzbank Group
provide a true and fair view of the assets, liabilities, financial
position and financial performance in accordance with the
applicable accounting standards under the German Commercial
Code and IFRS. The internal control system and the risk
management system at Commerzbank are linked with each other,

both with a view to financial reporting. Below, we shall therefore
use the term ICS (internal control system). Details of the risk
management system can be found on pages 100 and 101 of the
risk report.

The objective of proper and reliable financial reporting is
endangered if material information in the financial reporting is
erroneous. It is irrelevant whether this is due to one single matter
or a combination of several. Risks to financial reporting may arise
from errors in the accounting processes. Fraudulent behaviour can
also result in the misstatement of information. The Bank therefore
has to ensure it minimises the risks of incorrect statement,
measurement or presentation of material information in the
financial reporting. The Commerzbank ICS is designed to provide
reasonable assurance that the relevant legal requirements are
complied with, that business is conducted in a proper and cost-
effective manner and that financial reporting is complete and
accurate.

Legal basis and guidelines
Art. 315 (4) of the German Commercial Code requires capital
market-oriented companies to describe the material features of
their ICS in the management report. Commerzbank follows the
principles for bank-specific organisation of the internal control
system set out in the Minimum Requirements for Risk
Management (MaRisk).

The Bank’s internal control system is structured in line with the
internationally recognised framework developed by the Committee
of Sponsoring Organisations of the Treadway Commission (COSO).

Commerzbank derives the following objectives from this:

that business processes be effective and efficient,
that applicable laws and regulations be observed and
that financial reporting be reliable.

As regards the risk assessment of the reporting process
required by COSO in respect of the reliability of financial reporting
(for example, ensuring that all transactions are fully and correctly
recognised in the financial statements), the Bank follows the
recommendations of the International Standard on Auditing (ISA)
315.

Organisation

The written rules of procedure form a sound basis for good
corporate governance that provides strategic direction for the
Group as a whole while taking account of risk elements. These
rules are defined as the transparent description, to be updated on
an ongoing basis, of the organisational structure and processes of
a company, including powers. The binding standard required by
regulation for the organisational structure is set down in the policy
on the written rules of procedure and the process framework.
These form the basis for process descriptions and other directives.
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Documenting and updating the organisational structure is seen as
part of the written rules of procedure and sets consistent and
binding minimum requirements as a governance framework for all
corporate units. The primary feature is the principle of clear
allocation of responsibility, starting with the schedule of business
responsibilities for the full Board of Managing Directors and
ending with administrative cost approval authorities at the lower
management levels. The scope and structure of the governance
framework follow both the legal and regulatory requirements and
also the “Commerzbank corporate constitution” approved by the
full Board of Managing Directors. The governance framework
translates the main guiding principles of the corporate constitution
into practical rules and comprises the following elements:

schedule of business responsibilities for the full Board of
Managing Directors,

rules of procedure,

organisational charts,

business remits of the units and

approval authorities for administrative costs.

The organisational control and monitoring units that ensure a
functioning and efficient control structure are aligned in three
successive levels at Commerzbank AG. The three lines of defence
model is a central element in Commerzbank’s corporate
constitution. In addition, where tasks in the Bank by their nature
cannot be combined, they are organised into different areas
applying the principle of separation of functions. Strict checks are
also carried out using the dual-control principle to minimise risks
in financial reporting.

In accordance with MaRisk, responsibility for implementing,
executing, applying, refining and reviewing the Bank-wide ICS lies
with the full Board of Managing Directors. The full Board of
Managing Directors is responsible for designing the Group-wide
ICS and demonstrating that it is appropriate, while the CFO is
responsible for designing the ICS over financial reporting and
ensuring its operating effectiveness for this purpose. The CFO is
responsible for the design of the ICS through appropriate and
effective control steps and for embedding these into the various
processes. The full Board of Managing Directors is also
responsible for ensuring that the financial statements for the
parent company and Group are properly prepared.

The Supervisory Board is supported in its oversight of the
financial reporting primarily by the Audit Committee set up for this
purpose. It provides support in monitoring the accounting process
and the effectiveness of the risk management system (especially
the internal control system), compliance and the internal audit
function. It also provides support in monitoring the performance
of the annual audit, particularly with regard to the independence
of the auditor and the services provided by the auditor. The Audit
Committee also monitors remediation of deficiencies identified by

the auditor within the scope of the follow-up and reporting done
by the internal audit function (Group Audit).

Group Audit reports to the Supervisory Board and its appointed
committees in line with regulatory requirements and by means of
summary quarterly reports about the work it has carried out and
its material findings. Group Finance (GM-F), which reports directly
to the CFO, is responsible for ensuring that the financial
statements are drawn up in compliance with the relevant laws and
internal and external guidelines. Within GM-F, Accounting and
Controlling Policies & Guidelines is the department responsible for
drawing up accounting guidelines and publishing them on the
intranet. Implementation of these accounting guidelines supports
consistent and correct financial reporting across the Group. Since
the middle of the year, the key areas of the cluster delivery
organisation located within GM-F have been responsible for the
operation and ongoing technical and functional development of
the infrastructure for core finance processes.

Controls to minimise risk

Controls at the Bank are integrated directly into operating
processes, either technically or manually (i.e. by means of
organisation). Technical controls are used in the IT systems
employed and consist, for example, of check sums and verification
digits. Technical controls are often complemented by manual
controls such as screen approvals carried out by the responsible
employees. Further measures such as approval authorities, the
separation of functions and the issuing of IT permissions also help
increase data quality. Additional controls are in place during
further processing to check that the data entered is complete and
accurate.

Monitoring by Group Audit

Group Audit (GM-A) is the internal audit function. It provides
independent, objective and risk-oriented auditing and advisory
services for the Board of Managing Directors with a view to
optimising the compliance, security and cost-effectiveness of
Commerzbank’s business processes. GM-A supports the Board of
Managing Directors by evaluating the appropriateness and
effectiveness of risk management, the internal control system and
business processes in a systematic and targeted manner, providing
support on key projects in an internal auditing capacity and
issuing recommendations. In doing so, it contributes to the
security of business processes and assets.

GM-A is directly accountable to and reports to the full Board of
Managing Directors. It performs its functions autonomously and
independently. Particularly with regard to reporting and the
assessment of audit results, GM-A is not subject to any directives.
Based on MaRisk, its auditing activities, underpinned by the
principle of risk-oriented auditing, essentially extend to all of the
Group’s activities (including projects) and processes, regardless of
whether these take place within the Group or are outsourced. GM-A’s

z
2
i
2
S
[=3
2
(&3
©
3
o
&
=
<)
o
e
S
S




Corporate Responsibility

48

Commerzbank Annual Report 2019

activities complement the work of the subsidiaries’ internal audit
departments within the framework of Group risk management. It
may involve these departments in its auditing activities.

The role of the internal audit function is to examine and assess
the operating effectiveness and design of risk management in
general and the ICS in particular, and the compliance of all
Commerzbank’s activities and processes, in a risk-oriented and
process-independent manner. In performing its duties, GM-A has a
full and unrestricted right to information.

GM-A promptly prepares a written report on each audit;
recipients include the responsible members of the Board of
Managing Directors. On the basis of internal and external audit
reports, GM-A oversees and documents the steps taken to remedy
any reported deficiencies within the period of time specified for
this. If the required action is not taken in time, a multi-stage
escalation process comes into effect. GM-A also prepares an
annual report on the audits that it has carried out during the
course of the financial year, adherence to the audit plan,
significant deficiencies and the corrective measures taken, and

presents this report to the Board of Managing Directors.

The financial reporting process
The financial reporting processes at Commerzbank are supported
by IT systems integrated into each process. The annual financial
statements of Commerzbank Aktiengesellschaft in Germany are
produced using a financial architecture consisting of a financial
data warehouse that provides a consistent repository of basic
information, and standard SAP software for the financial function.
The parent company in Germany therefore has a single solution
using consistent financial data for the financial statements under
both IFRS and the German Commercial Code.

As part of the input process for financial reporting, all
information relevant for drawing up the financial statements of
under IFRS and

Aktiengesellschaft under the German Commercial

Commerzbank
Code is

submitted to GM-F by the reporting units. Data is transmitted via

Commerzbank  Group

an online data entry functionality directly into SAP EC-CS
consolidation software, which has been adapted to the Bank’s
requirements. Subsidiaries submit IFRS data; German and foreign
branches also submit data under the German Commercial Code.
Data is automatically checked for consistency before transmission
to GM-F. Once the plausibility checks have been successfully
completed, the individual reports can be finalised. Further
plausibility checks are carried out using this data in GM-F. After
these checks have been successfully completed, the Commerzbank
Aktiengesellschaft annual financial statements are drawn up and
all the necessary steps are taken to produce the Group financial
statements. Drawing up the Group financial statements involves
individual consolidation steps (e.g. consolidating equity, liabilities,
income and expenses), currency translation and the elimination of
intra-Group profits.

IFRS segment reporting is done on a separate IT system. This

involves reconciliation with the data from accounting.

Measures to further enhance the ICS over financial
reporting

The ICS over financial reporting has been adapted to meet the
needs of the Commerzbank Group and it is enhanced further on an
ongoing basis. To this end, Control Environment Finance (CEF)
has been permanently implemented at Group Finance. CEF is
based on the GM-F “process map”. This is a top-down
representation of all key processes, which is refined with
descriptions of procedures and in which the risks in relation to the
reliability of financial reporting are determined, applying the
COSO framework. The Bank also follows the recommendations of
ISA 315. This involves checking whether a risk can be assigned to
one of the following three categories and their various aspects:

assertions about classes of transactions: their occurrence,
completeness, accuracy, allocation to the correct period and
the correct account;

assertions about account balances at the reporting date:
existence, rights and obligations, completeness, valuation and
allocation;

assertions about presentation in the financial statements and
about the notes to the financial statements: occurrence, rights
and obligations,

completeness, presentation and

understandability, accuracy and measurement.

Suitable controls are implemented to minimise the risks
identified, and these in turn are also assigned to the ISA 315
categories and their various aspects. With respect to the
effectiveness of the ICS, the way in which the controls are
designed in the form of appropriate steps and embedded into the
respective processes and the way the controls are performed at
the operating level are decisive factors in minimising risk.

The ICS over financial reporting is reinforced by regular
assessment of the effectiveness and efficiency of key controls and
regular checks on how controls are implemented.

This procedure ensures that risks are identified and minimised
and that any negative developments on the operational side are
avoided.

Other
No material changes have been made to the financial reporting
ICS since the reporting date.
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Combined separate non-financial report

The success of the Commerzbank Group is also shaped by non-
financial factors. We report on these factors for the Group and for
Commerzbank Aktiengesellschaft in the following “combined
separate non-financial report” (hereinafter the “non-financial
report”) according to the requirements of the German Act on
Strengthening Corporate Non-Financial Reporting (CSR-Richtlinie-
Umsetzungsgesetz (CSR-RUG)). Unless stated otherwise, the
information relates to the Group. Alongside the parent company,
Commerzbank Aktiengesellschaft, the main subsidiaries comdirect
bank AG, Commerz Real AG, mBank S. A. and Commerzbank
Finance & Covered Bond S. A. were also included.

Our responsibility

Commerzbank’s business model depends on social acceptance. It
is the basic prerequisite for our economic success. With this in
mind, we closely monitor social developments and political
megatrends and evaluate them in terms of potential opportunities
and risks. Our stakeholders expect us to handle the impact of our
business activities in a responsible manner. We are facing up to
this responsibility. We have defined binding rules for handling
environmental and social risks. Transparency and fairness towards
our customers are one of the key pillars of sustainable business
development. The partnership with our employees — even and
especially at times of great upheaval and economic challenges — is
another.

Further developing the strategy

The Bank’s strategy “Commerzbank 5.0”, published in September
2019, solidifies its corporate responsibility even more firmly within
its business model for the future. Responsible banking is
embodied in the triad of integrity, data security and sustainability.
Integrity and compliance are essential components of our business
model. The responsible handling of our customers’ data has
always been one of Commerzbank’s core competencies — and is
becoming increasingly important with the advent of digitalisation.
We also want to make a greater contribution to mitigating climate
change by taking better account of climate risks in financing
decisions, significantly expanding our range of environmentally
friendly products and increasing the share of renewable energies
in the energy mix we finance. Sustainable banking also means
keeping our own ecological footprint as small as possible.

In December 2019, mBank - in its capacity as an independent
institution — also published its new strategy “Growth fuelled by our
clients” for the years 2020 to 2023. By incorporating sustainability
issues into its business strategy, mBank is reaffirming its intention
to align itself with the United Nations Sustainable Development
Goals that are relevant to its activities.

Joining forces
To underpin the commitment to responsible banking formulated in
2019 Commerzbank

Aktiengesellschaft became one of the first signatories of the

“Commerzbank 5.0, in September
United Nations Principles for Responsible Banking. The six
principles support the goals of the Paris Agreement and the UN
Sustainable Development Goals. The Bank also committed to the
Green Investment Principles for the Belt and Road Initiative in
September. The aim here is to ensure that infrastructure projects
in the countries along the “new Silk Road” are as low-emission
and sustainable as possible. These are just two current examples
from a host of initiatives underlining Group companies’

commitment to sustainable development. Commerzbank
Aktiengesellschaft and mBank are also signatories of the UN
Global Compact and as such respect its ten principles covering the
areas of human rights, labour standards, the environment and

anti-corruption.

Measuring success

In developing the new strategy, Commerzbank was able to build
on many years of experience and a wide range of measures for
sustainable business development. The relevant areas, including
the customer segments along with Compliance, Human Resources
and the data protection, environmental management, purchasing
and IT units, jointly formulated a sustainability programme
comprising 100 goals back in 2017, and we have been working to
achieve or further develop these goals ever since. The success of
this programme is also reflected in sustainability ratings and in the
Bank’s inclusion in the corresponding indices. In 2019, major
rating agencies for sustainability gave Commerzbank
Aktiengesellschaft a rating above the sector average: a C rating
and thus Prime status from ISS-oekom, an A from MSCI, a B from
CDP, a B “positive” from imug, and at Sustainalytics we are an
of 100 points.
Aktiengesellschaft was included in the FTSE4Good sustainability
index in July 2019 and is listed in four of ECPI's ethical and ESG-

equity indices (ESG stands for the triad of environmental, social

Outperformer with 75 out Commerzbank

and governance factors). In the year under review, the MSCI ESG
Ratings also rated comdirect as BB and mBank as A. mBank was
also included in the Warsaw Stock Exchange’s new WIG-ESG
index.
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Commerzbank repeatedly receives awards for its commitment
to the environment and society. For example, in 2019 the
Canadian organisation Corporate Knights included it in the Global
100 Most the World

Commerzbank was ranked second of the five German companies

Sustainable Corporations in Index.
listed in the index.

Below we explain the specific details of how we fulfil our
responsibility to the environment and society and to our customers
and employees. The successes we have achieved to date, and what
we are still working on. What we stand for, and what we are

involved in. Today and in future.

Our contribution to sustainable
finance

Financial institutions have a particular role to play when it comes
to limiting global warming, an objective which the international
community has committed itself to with the 2015 Paris Agreement.
One of the three goals agreed was to direct global financial flows
towards projects and technologies that reduce greenhouse gas
emissions and promote climate-resistant developments. The aim is
a gradual decarbonisation of industry with the aid of financial
instruments. This can be done, for example, by promoting
renewable energies or forgoing certain transactions such as coal
financing.

This financial industry contribution to sustainable development,
known as “sustainable finance”, offers numerous opportunities for
us as a bank: the energy revolution and reduction in CO2 emissions
are creating a need for new technologies and products requiring
large investments. Moreover, there is growing interest from
investors and customers in sustainable investment opportunities.
That is why we are developing products and services that take
account of these changes while offering an environmental or social
benefit. At the same time, we want to prevent our business
activities from having a negative impact on the environment and
on society and avoid or mitigate any resultant risks.

Holistic risk management

The integration of non-financial aspects into the Bank’s risk
management processes is hugely important for sustainable
finance. These include risks resulting from climate change. They
form part of the overall risk management and in future will be
anchored even more firmly in the risk strategy under
“Commerzbank 5.0”. Credit risk management already incorporates
climate issues in country and sector analyses and in risk
assessment. Physical risks include rising sea levels and flooding
for the real estate sector, along with crop failures in agriculture or
low water levels in rivers, with implications for the transport and
chemical industries. Transition risks such as changes in energy
policy are also taken into account in the analysis. Lending
decisions for companies and institutional customers are therefore
based not only on an individual risk assessment but also — where
relevant — on the extent to which they involve climate risks and on
the level of resistance to them. If a customer is exposed to a
higher probability of physical climate risk, a scenario analysis is
carried out and the resilience to climate-related phenomena
tested.

Taking a position

By contrast, environmental and social risks arising from our core
business are assessed in Commerzbank Aktiengesellschaft’s
Reputational Risk Management department. The Bank has
adopted a clear position on controversial issues such as weapons,
environmentally harmful energy sources and speculative trading in
basic foodstuffs. Our process for managing these risks is
described in detail in the framework for handling environmental
and social risks in the core business, which is published online.
The framework also includes all industry-specific requirements,
for example relating to mining, energy, oil and gas. Cross-sector
requirements relate to human rights and indigenous peoples.
Exclusion criteria were defined for particularly critical products,
transactions or business relationships. These include projects
related to fracking or tar sands, but also the Group-wide decision
not to finance new coal mines or coal-fired power stations. After
the parent company took this decision with its 2018 coal position,
the Polish subsidiary mBank issued a corresponding directive in
April 2019.
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When
Aktiengesellschaft does not limit itself to what is legally possible,

assessing  sustainability  risks, = Commerzbank
but also raises the question of legitimacy in legal transactions. One
example of this is the arms policy. We recognise the basic right of
states to defend themselves, and do not question the need for the
German armed forces or NATO partners to be adequately
equipped. However, our financing of military equipment is
dependent on the countries involved and the type of weapons to
be financed. We generally do not involve ourselves in financial
transactions related to “controversial weapons”. Our arms policy
also excludes arms exports to conflict zones or areas of tension.
The policy is more restrictive than is required by law, and our
exclusion list also includes countries that are not affected by
sanctions or embargoes. The list of countries is reviewed and

adjusted quarterly and on an ad hoc basis.

Setting limits
Commerzbank Aktiengesellschaft’s Reputational Risk Management
department thus defines the criteria for and limits of business
operations and carries out differentiated analyses of transactions,
products and customer relationships. The assessment process
starts in the front office: as soon as an issue defined as sensitive
by the Bank is affected, Reputational Risk Management must be
brought in to perform in-depth research into possible
environmental and social risks that may be associated with the
existing or potential business partners or the content of the
transaction. The department looks at information and reports from
non-governmental organisations and analysts as well as media
reports and company publications. The analysis is concluded with
a differentiated vote. Evaluation is based on a five-point scale and
can lead to rejection.

Key figure: In 2019,
Reputational Risk Management department assessed around

Commerzbank Aktiengesellschaft’s

5,450 transactions, business relationships and products relating
to specific environmental, social and ethical issues (2018: 5,900
votes, 2017: 6,000 votes).

The decline in the number of votes was due to an adjustment in
the voting scope and a more restrictive approach to transactions in
controversial sectors. In view of the special risks associated with
the energy and arms sectors, Commerzbank Aktiengesellschaft has
passed its own directive for arms and coal that defines many of the
relevant transactions and business relationships in these areas as
being subject to assessment. For example, Reputational Risk
Management performs a critical, case-by-case review of all
transactions relating to the delivery of individual coal-fired power
plant components. Financing of arms supplies is also assessed on
a case-by-case basis in accordance with the arms policy.

Breakdown of 2019 risk assessment by sector

Sector Number of Votes
Oil and gas 1,184
Energy 1,130
Arms 1,090
Agriculture and forestry 526
Mining 480
Textiles 304
Other sectors 735
Total 5,449

As a department within the Group Communications division,
Reputational Risk Management falls under the direct responsibility
of the Chairman of the Board of Managing Directors. The
management of reputational risks also forms part of
Commerzbank’s overall risk strategy (for more information please
see the “Other risks” section of the Group Risk Report). If
Reputational Risk Management identifies a material reputational
risk in the course of an assessment, a member of the Divisional
Board will always be involved. In serious cases, the matter can be
escalated to the Group executive body. As part of reporting, all
material and high reputational risk votes are presented to the full
Board of Managing Directors and the Risk Committee of the
Supervisory Board on a quarterly basis.

To continue developing its reputational risk management,
Commerzbank Aktiengesellschaft monitors issues of potential
environmental and social relevance on an ongoing basis and
checks how they may be embedded in the Bank’s internal
processes and evaluation criteria. For example, it published a new
position on tobacco and cigarette production in 2019. All sensitive
issues, positions and directives are reviewed regularly and
updated as necessary. The credit decision and reporting processes
are also updated if required.

The Group’s formal requirements, such as the requirement for
defined loan approval and decision-making rules, generally also
apply to
Commerzbank Aktiengesellschaft’s Reputational Risk Management

the material subsidiaries and are agreed with
department as global functional lead. The Group companies define
priorities according to the requirements of their business model,
for example based on the reasons for customer complaints. mBank
in Poland operates its reputational risk management based on a
commitment to the United Nations Global Compact. The policy on
providing services and financing to entities operating in areas that
are particularly sensitive in terms of mBank’s reputational risk is
designed to implement this commitment and can lead to particular
lending transactions or the opening of bank accounts being turned
down. mBank’s reputational risk strategy is reviewed annually and

coordinated with the parent company.
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Sustainability effects of lending

Global efforts to combat climate change require not only
favourable political conditions and new technologies, but also
adequate financial resources. This entails business opportunities
for Commerzbank. At the same time, the financing of green
technologies and business ideas that could mitigate climate
change also makes a concrete contribution towards the successful
transition to a low-carbon, sustainable future economy.

In implementing the “Commerzbank 5.0” strategy, we are
currently developing a methodology for embedding sustainability
considerations in the future management of Commerzbank
Aktiengesellschaft’s loan portfolio. The initial focus is on the COq
emissions associated with our business activities. The COq
intensity of the bank’s loan portfolio is to be reduced through
individual target values and measures. These include the
promotion of emission-reducing technologies and the active
management of financing in COg-intensive industries.

Promoting renewable energies

The Bank is able to build on extensive experience in this area:
corporate and project finance along the entire value chain of
renewable energies has been part of its portfolio since the 1980s.
The core business of Commerzbank Aktiengesellschaft’s Energy
Competence Centre with its sites in Hamburg and New York is the
global provision of finance to wind and solar parks operated by
institutional investors, municipal utilities, energy groups and also
private investors. We are now one of the main financers of
renewable energies in Europe and are also increasingly driving
internationalisation forward in the rest of the world. In 2019, the
Energy Competence Centre acted as syndicate leader and hedging
bank for five offshore wind farms in Taiwan, the UK and France. In
the onshore wind and photovoltaics segments, a large number of
transactions were carried out in the USA in the year under review
along with project finance transactions in Europe (including in
Spain, France, Sweden, Finland and Poland).

Key figure: The loan exposure of the Energy Competence
Centre (exposure at default) came to around €5.1bn in 2019
(2018: €4.6bn, 2017: €4.6bn).

mBank in Poland also wants to step up its commitment to
environmentally friendly product solutions, with an initial
investment of around €118m (PLN 500m) in renewable energy
projects at the end of 2018. In July 2019, mBank decided to double
this financing pool. To date, around three-quarters of the funds for
investments have gone to the wind sector, with the rest supporting

the development of solar parks.

In July 2019, the European Investment Bank (EIB) approved a
credit line with a total value of €250m for mBank and its
subsidiary mLeasing to support Polish SMEs and mid-caps with
climate protection measures focusing on photovoltaic systems. A
new coal guideline has been in force at mBank since April 2019,
according to which no new coal mines or coal-fired power plants
will be financed. In addition, mBank will not establish any new
relationships with companies for which the share of electricity
generated from coal exceeds 50%. Furthermore, in October 2019
mBank adopted a new lending policy geared to the mining, energy
and transport sectors in particular, based on the EU’s climate and
energy policy.

Promoting energy efficiency

Commerzbank Aktiengesellschaft also incorporates sustainability
aspects into the development of traditional financing solutions by
advising corporate customers about the advantages of public
promotional loans for energy efficiency projects. With a share of
around 9% in KfW’s commercial energy efficiency programmes,
we are one of the leading banks in Germany in using public-sector
funding for such investments by small and medium-sized
enterprises. Private and small-business customers also receive
attractive financing conditions for energy-efficient buildings: The
green mortgage loans scheme introduced in September 2019
offers an interest discount on loans for the construction,
modernisation or acquisition of buildings — for personal or third-
party use — whose final energy demand is less than 75 kWh per
square metre of usable floor space.

Avoiding overindebtedness

Responsibility in lending business goes even further for the
Private Customers segment, however: responsible lending is a
holistic advisory approach that also takes account of potential
changes in a customer’s economic situation. In line with this
approach, the Bank’s Risk division has special units dedicated to
early risk detection. Their tasks include identifying customers with
signs of financial problems early on — and thus before the
emergence of problems threatening their existence, if possible —
and reaching a joint agreement on measures to be taken which
will, ideally, lead to a regular repayment process.

Sustainable investments and capital market
products

In the investment business, too, we want to contribute to
sustainable development and take advantage of the associated
business opportunities, for example by offering sustainable funds,
integrating sustainability aspects in asset management and using

sustainable capital market instruments.
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Developing sustainable bonds and loans

In 2007, the former investment banking firm Dresdner Kleinwort
was the syndicate leader of the world’s first green bond. Since
then, we have supported a large number of customers in preparing
and issuing green bonds. In the year under review alone,
Commerzbank Aktiengesellschaft acted as lead arranger for the
issue of 18 green and social bonds. We also cooperate with
industry associations and similar interest groups, thus helping to
actively develop the market for sustainable bonds. At the end of
2019, for example, the Bank became a partner in the Climate
Bonds Initiative, an organisation working solely to mobilise the
USS$ 100trn market for climate change solutions.

Key figure: The total volume of all green and social bonds

issued under the lead management of Commerzbank
Aktiengesellschaft in 2019 was €12bn (2018: €11.4bn, 2017:

€5.8bn).

Commerzbank Aktiengesellschaft also arranges, structures and
places sustainable promissory note loans and syndicated loans in
the form of green loans or ESG-linked loans for companies in a
wide range of sectors. ESG-linked loans, also known as positive
incentive loans, are a comparatively new product category but one
that is seeing very dynamic growth. With this type of syndicated
loan, the conditions are linked to sustainability criteria such as the
borrower’s ESG rating. The better the criteria perform, the lower
the interest rates - and vice versa. Commerzbank
Aktiengesellschaft was involved in 20 green or ESG-linked loans
with a total volume of €27.3bn in 2019. Since 2017, we have been
participating in working groups of the Loan Market Association to
actively shape the implementation of sustainability in the
syndicated loan market.

Sustainability aspects are also playing an increasingly
important role in the Bank’s own investments. As part of its
liquidity management activities, Commerzbank Aktiengesellschaft
is increasingly investing in sustainable bonds and building up its
own ESG portfolio. To this end, the Bank plans to invest an
increasing proportion of its own assets in green and social bonds.
By the end of 2019, the volume had already reached around
€430m. The Commerzbank Group takes sustainability aspects into
account in its company pension scheme in Germany, with asset
managers only selected for the pension plan if they have signed

the UN Principles for Responsible Investment (PRI).

Investing customers’ money sustainably

The Group also offers its customers an increasing range of
opportunities to participate in the growing responsible investment
market, for example through sustainability funds offered by
various providers for private and institutional customers. Wealthy
private individuals and corporate customers can agree individual

sustainable asset management with Commerzbank Aktien-

gesellschaft where, on the equity side, investments are made
exclusively in individual equities with a high sustainability rating.
We have set ourselves the goal of tripling the percentage of
sustainable investments in the total volume of assets managed by
Asset Management for retail banking by 2020 versus the 2017
level. We were able to more than double this percentage by the
end of 2019.

Since November 2019, institutional investors who obtain their
equity research from Commerzbank Aktiengesellschaft have also
been receiving quantitative sustainability indicators from
Arabesque S-Ray. The data analysis company evaluates companies
in terms of their compliance with the principles of the UN Global
Compact and draws up an ESG score. This information is made
available to customers in addition to fundamental equity votes.

comdirect’s motif-investing product enables customers to make
targeted investments in megatrends, including sustainability. To
create a sustainability custody account, for example, comdirect
makes available selected sustainable funds, exchange-traded
funds (ETFs) and equities, from which customers are able to
compile a custody account of their choice. comdirect customers
can also choose between a number of sustainable products in
other investment formats such as savings plans or ETFs. mBank
has also recently entered this segment, launching the first ESG
investment strategy on the Polish market in September 2019.
Private banking customers can now invest in ETF-based portfolios
of equities and bonds that have a positive impact on the
environment and society.

Commerz Real combines sustainable investment opportunities
with a direct contribution to shaping the energy revolution: it
invested in solar energy for the first time back in 2005, and since
then it has made investments in a large number of solar plants
accessible to private investors through funds. Since 2016,
professional investors have also had the opportunity to invest in
onshore wind energy systems. This was extended to offshore
systems in 2019. With a total annual output of around 949
megawatts from around 50 ground-mounted solar power plants
and 13 onshore/offshore wind parks, Commerz Real is now one of
the biggest German asset managers in this segment. The total
transaction volume in renewable energies came to around €3bn at
the end of 2019. Commerz Real also attempts to improve
sustainability in the management of its real estate assets, for
example by obtaining electricity from renewable energy sources.
Sustainability criteria are also integrated in the due diligence
process when buying real estate and infrastructure assets.
Buildings with sustainability certificates currently account for just
under 35% of the reported real estate assets of hausInvest, one of
the biggest open-end real estate mutual funds in Germany with
around €15.7bn under management at the end of 2019.
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Trading or offsetting emissions

Commerzbank Aktiengesellschaft participates in the FEuropean
Emissions Trading Scheme (ETS). It advises companies and
governments on the procurement of carbon emissions rights and
certificates and the associated risk management aspects, and
implements the resulting trading strategies for customers. This is
accompanied by the option of voluntary carbon offsetting for
companies not subject to the mandatory ETS. Commerzbank
Aktiengesellschaft launched a pilot project in autumn 2019
designed to allow its corporate customers to conduct climate-
neutral business. As a member of the World Bank’s Carbon Pricing
Leadership Coalition (CPLC), the Bank also participates in the
global debate on carbon pricing.

Our responsibility towards
customers

Customer orientation is one of the five “ComValues” guiding us in
our day-to-day activities. The Commerzbank Group can only be
successful on a sustainable basis if its customers are satisfied. Our
products and services are therefore designed to serve the interests
of customers, and the Bank treats customer satisfaction as one of
the most important metrics in evaluating its business success. The
protection of customer data and compliance with banking secrecy
requirements are also of the utmost importance in this era of
increasing digitalisation. With this in mind, data security has been
included in the “Commerzbank 5.0” strategy as one of three key

topics for responsible banking.

Data security

The Commerzbank Security Board determines the Group’s
security strategy. International protection of data privacy is
implemented through a governance model with defined roles and
responsibilities, policies and directives, standardised processes
and control mechanisms.

Preventing cyber crime

With the increasing digital networking of state, business and
society, the topic of cyber security and resilience is becoming
more and more important. Commerzbank scrutinises not only its
own information, premises and IT systems, but also those of its
customers and service providers, including any independent
transport routes. Cyber security is a strong driver of customer
confidence and thus an important competitive factor. As part of
the critical infrastructure, the financial industry is subject to
enhanced legal requirements. This is also one of the reasons why
the security level at Commerzbank is very high compared with

companies in the real economy. Within the Group, the Information
Security division ensures that the Bank is aware of current attack
routes and techniques and is able to counter these effectively. The
services provided by the division include threat analyses, forensic
investigations and penetration tests, security consulting and
monitoring, and compliance with information security regulations.
Commerzbank Aktiengesellschaft is a founding member of the
Cyber (G40)
association, which started work in 2014 and cooperates with the

German Competence Centre against Crime
Federal Criminal Police Office. The association’s aim is to develop
and optimise measures to counteract cyber crime in order to

protect its members and their customers against damage.

Ensuring data protection

The Group data protection policy forms the basis for the proper
handling of personal data and customer-related information. It
includes principles applicable Group-wide for the collection,
processing, use and international transmission of personal data.
The individual companies are responsible for implementing these
principles, as Group-wide collection is not permitted for data
protection reasons.

The data protection officers of Commerzbank Aktien-
gesellschaft provide assistance to the Bank’s business units in
Germany and abroad and monitor adherence to data protection
provisions in compliance with the law. In 2019, this included in
particular the ongoing implementation of the EU General Data
Protection Regulation (GDPR). We hold regular training events,
such as mandatory tutorials on the protection of data privacy and
on safety briefings as well as a seminar on data protection in
practice and the offer of individual information events, to ensure
that our employees remain sensitised to, and informed of, the
issues surrounding the protection of data privacy and data
security.

At comdirect, in addition to the established central monitoring
authority in the shape of the data protection officer, a data
protection management unit was set up in the year under review
responsible for the active management of all the company’s data
protection activities. comdirect is thus pursuing the approach of
using data protection as a tool for building customer and
employee trust. Under the new data protection mission statement,
objectives for management modules will be developed and
implemented on a step-by-step basis. The aim is to integrate data
protection into agile project and process flows without slowing the
pace of innovation. In Poland, the mBank data protection officer
and the associated team support the bank’s business units.

In view of the fact that the Bank has around 16.9 million private
and small-business customers and more than 70,000 corporate
customers including multinational corporations, financial service
providers and institutional customers worldwide, the number of
data protection complaints was again comparatively low in 2019.
For example, the data protection officer of Commerzbank
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Aktiengesellschaft in Germany received 298 customer complaints
in the year under review. In most cases, the complaint was that
customer data had been subject to unauthorised use or had been
obtained by third parties.

Using big data responsibly

The use of big data and advanced analytics (BDAA) is of central
strategic importance for Commerzbank. Efficient and holistic data
processing offers great opportunities for all segments and Group
divisions: as a basis for decision-making in the management of
operational processes, for more detailed and faster analyses, and
for improved customer service and cross-selling. To comply with
the high data protection standards, the Bank works with
pseudonymisation, anonymisation and micro-segmentation.
Commerzbank Aktiengesellschaft has also established a Privacy
Council to ensure that the Bank applies uniform rules for
fundamental data typing issues, especially for new applications. It
is made up of representatives from the front office units, Legal,
Information Security and Data Protection as well as Strategy and
the BDAA Group division.

Data-related measures that help prevent payment fraud and the
resultant losses are of great benefit for customers, allowing fraud
attempts to be detected at an early stage and losses minimised.
Commerzbank Aktiengesellschaft offers a range of courses for
customers in Germany and at selected European locations to
address CEO fraud, where corporate customers are tricked into
making payments.

Data security recognised

Security was one of the assessment criteria in the 2019 online
banking test conducted by the specialist magazine Chip.
Commerzbank Aktiengesellschaft impressed in this category and
was rated “very good”, while comdirect was rated “good” overall
and “very good” for its banking app. mBank, meanwhile, received
two awards in the Golden Banker 2019 competition: in the Best
Practices for Secure Banks category and for behavioural
biometrics — a solution for identifying users via their interaction

with the computer.

Transparency and fairness in customer
relationships

Fairness towards the customer means for us that we provide
comprehensive and readily understandable advice on financial
products, their risks and possible alternatives guided by the
customer’s long-term needs together with transparent and readily
understandable documentation of the advisory process. For
instance, Commerzbank Aktiengesellschaft pursues its aspiration
advice through the

to provide fair and competent

CustomerCompass financial planning software. Moreover,
Commerzbank has in recent years introduced new products and
services that are particularly beneficial to customers. These
include accounts with a satisfaction and security guarantee, digital
instalment loans, mortgage financing with a free choice of supplier
or the “savingsCheck” electricity and gas supplier comparison

platform offered by comdirect.

Measuring satisfaction

The willingness of Commerzbank customers to recommend the
Bank plays an important role in the sales management of
Commerzbank Aktiengesellschaft and in the remuneration system
of comdirect. The benchmark we use in the Private Customers
segment is the net promoter score (NPS), an internationally
recognised standard for measuring customer satisfaction. Each
15,000
Aktiengesellschaft are asked in a brief telephone interview

month, around customers of  Commerzbank
whether they would recommend their branch to others. The
resultant information is used to improve customer service and
thereby achieve a lasting increase in customer satisfaction. The
proportion of Commerzbank Aktiengesellschaft’s private and
small-business customers with a strong willingness to recommend
the Bank (promoters) was once again 60% in 2019. Satisfaction is
also measured via other contact channels such as the Customer
Centre, online banking or mobile apps, in order to positively
influence the customer experience in these areas. The majority of
comdirect customers are also promoters of their bank under the
NPS benchmark (54 %).

Customer satisfaction is also a high priority for mBank. Projects
such as “mSatisfaction” are designed to further strengthen
customer loyalty., mBank measures satisfaction with the
relationship in general and with particular products and processes
in retail and corporate banking by using the NPS. The results in
both customer segments substantially exceeded the Polish
industry average in the year under review. At the beginning of
2019, mBank was awarded a Service Quality Star in the cross-
sector consumer survey on customer satisfaction conducted as

part of the Polish Service Quality Programme.
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The high level of customer satisfaction is reflected in the
in 2019, the Private
Customers segment hit 1.5 million net new customers since the

growing number of new customers:

fourth quarter of 2016. This put the segment well on track to meet

the target of 2 million net new customers by the end of 2020.

Key figure: The Private Customers segment gained more than
470,000 net new customers in Germany in 2019 (2018:
420,000, 2017: 502,000).

Regular customer surveys also provide the Corporate Clients
segment with information on how satisfied customers are with the
service they receive, and what expectations and wishes they have
for the relationship. Based on the surveys, most of our corporate
customers intend to take advantage of the Bank’s service offerings
to the same extent as currently and are happy to recommend us.

Engaging customers

All Group companies actively engage with customers so as to take
systematic account of their interests. Experts communicate with
customers through various media to ensure that their ideas and
suggestions are taken into account when developing products and
services. These include the UX Studio, a test laboratory where
customers and employees of Commerzbank Aktiengesellschaft are
involved in the development of digital products and services. UX
stands for user experience, that is, the customer’s experience
before, during and after their use of a product. mBank has a
similar project known as the mLab, where banking experts meet
with customers to design and test new services. In line with the
design thinking method, customers become part of the process by
supporting us in developing solutions and testing prototypes.
comdirect’s customer integration activities are based around the
comdirect community web platform, where customers and others
with an interest in the financial markets can discuss products and
other financial topics with the Bank.

The  Corporate  Clients segment of Commerzbank
Aktiengesellschaft conducts regular customer surveys on specific
topics in order to develop its range of products and services. This
provides us with information on customer preferences and
requirements, which can be used in the design of products and
processes. The aim is to base product optimisation and innovation
on the benefits provided to customers, e.g. in the field of
digitalisation. At Commerz Real, too, Asset Management
addresses its real estate tenants directly. Their suggestions help

with the optimisation of the property portfolio.

Removing barriers

To make Commerzbank’s products and services available to all
interested parties, we go to great lengths to ensure that our
branches and online offering are fully accessible. In 2019, around
65% of our branches were fully accessible. We strive to ensure
accessibility for all user groups where possible whenever we
renovate a branch or install an ATM. For cash disbursements, all
of Commerzbank Aktiengesellschaft’'s ATMs have a read aloud
function for visually impaired customers. Further information on
our efforts to be inclusive, including towards our employees, can
be found in the following section under “Diversity and equal

opportunities”.

Our responsibility as an employer

The corporate success of the Commerzbank Group is based on
Our 48,512 colleagues
worldwide contributed their knowledge and experience to our

qualified and motivated employees.

work processes in 2019. A fundamental appreciation of the
importance of fairness, respect of others and lived diversity is
anchored in our “ComValues” and our code of conduct; it is our

responsibility as an employer to ensure its implementation.

Employer attractiveness

Commerzbank aims to offer its staff a working environment
characterised by a spirit of partnership. Our human resources
policy provides a framework which promotes the development of
each individual employee as well as collegial cooperation within
the Group, even in a challenging economic setting. At the same
time, the Bank has to confront the challenges posed by increasing
digitalisation in order to remain viable. The associated headcount
reduction decided on within Commerzbank Aktiengesellschaft was
further implemented in 2019 in a socially responsible way.

Despite staff increases in strategically important areas, an
additional Group-wide reduction in full-time positions of 4,300
gross and 2,300 net is unavoidable as a result of the transition to
“Commerzbank 5.0”. The Bank will do everything it can to ensure
that this additional headcount reduction is also as socially
responsible as possible through the responsible use of human

resource management instruments.
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One of the major challenges for the Group’s HR team at the
moment is to implement the headcount reduction fairly while at
the same time retaining employees in a challenging labour market
and securing new experts for the digital transformation. Initiatives
to ensure that the Bank has a healthy pipeline of future talent are
firmly solidified in the HR strategic agenda. These include, for
example, new trainee programmes focusing on digitalisation or a
more generalist pathway. Rising numbers of trainee positions,
innovative training programmes and the opportunity to pursue
various development paths should also make the bank attractive
for talented young people, however.

Commerzbank Aktiengesellschaft fundamentally restructured
its Group head office in the year under review. All products and
services are now developed and managed by clearly defined
organisational units under the Campus 2.0 project. Within these
units, known as clusters, specialist and IT staff work together in
non-hierarchical teams, applying agile working methods to
become faster and more flexible in the market and for our

customers.

Developing employees

Commerzbank Aktiengesellschaft offers a host of optional and
mandatory training modules (seminars, workshops and e-learning
courses) designed to prepare employees for the transformation of
the banking sector resulting from digitalisation and develop their
skills on an ongoing basis. The different requirements call for
learning and information formats that are appropriate to specific
target groups. These include needs-based learning sprints for
managers or digi sessions for all employees. Our performance
instruments such as performance appraisal or competence
management and individual development concepts have also been
realigned to meet the needs of the digital strategy. We are also
addressing the increasingly digital working world within the
Group through changes in work structures: mobile technical
applications, agile working and flexible workplaces and working
hours are just a few of the keywords in this context.

Combining work and private life

Alongside professional development, work-life balance is an
important goal to remain attractive as an employer. Within
Commerzbank Aktiengesellschaft this balance is ensured by
concepts for different stages of life with specific offerings, such as
flexible working time models, sabbaticals and the “Keep in Touch”
programme, which facilitates the return to work after parental
leave. We also offer advisory and support services relating to
childcare, home care and care for the elderly through pme
Familienservice.

With an ageing workforce, taking care of relatives is becoming
increasingly important. As a result, there was higher demand for
our care-related workshops and advisory services in 2019. In the
year under review, Gruner§Jahr Verlag honoured this commitment

by naming the Bank best employer for women. A good work-life
balance is also made available to comdirect employees, who
receive support through emergency and holiday childcare and the
offer of a parent-child office. comdirect is also a member of the
Federal Ministry for Family Affairs “Success Factor Family”
network and is committed to innovative working models that
support the diverse realities of family life.

Maintaining health

Health management is another key aspect of Commerzbank
Aktiengesellschaft’s HR activities: the Bank seeks to promote the
mental and physical health and social well-being of its employees.
We analyse working conditions on a continuous and holistic basis
using the legally required risk assessment tools. Significant
changes on workplaces are considered as a preventive measure
when new software is introduced. We also consult employees and
managers on a regular basis about various aspects such as work
structures or leadership and team topics. Based on this analysis,
targeted measures are then developed and their effectiveness
tested.

The demands on the world of work are changing. We want to
empower employees and managers to deal with this themselves.
To this end, we offer them a wide range of preventive measures
such as professional advisory services (e.g. the Employee
Assistance Programme) or training, including how to deal with
stress, and campaigns to encourage people to stay mobile. A pilot
series of training sessions on de-escalation in customer contact
was continued in 2019 to provide employees with concrete
recommendations for action in stressful situations. Employees of
Commerzbank Aktiengesellschaft also have the opportunity to
participate in more than 50 types of sport offered by the some 150
company sports groups throughout Germany. Around 11,000
employees took advantage of this in 2019.

Health has strategic topic at
Aktiengesellschaft since 2016. In 2013, the Bank became the first
company in Germany to have its occupational healthcare

been a Commerzbank

management certified by TUV Siid according to the Corporate
Health Standard. Although the principles of HR apply Group-wide,
there are some company-specific particular features when it
comes to how they are implemented. Commerzbank
Aktiengesellschaft and Commerz Real implement most concepts
jointly. comdirect works to improve its employees’ health through
sport and relaxation courses, an employee support programme
delivered through specialist service providers offering advice on
both physical and psychological health issues, and a company

doctor service.

Consulting employees

Employee satisfaction during periods of corporate restructuring is
an important yardstick for assessing whether key objectives of our
strategy resonate with employees. To this end, in July 2019
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Commerzbank Aktiengesellschaft conducted a short survey of
3,500 randomly selected employees for the first time. The results
showed that the vast majority of employees are happy at work,
even though the recent headcount reductions have demanded a
great deal from them. The survey, known as the “Pulse Check”,
will in future be conducted twice a year among around 10% of the
workforce each time. mBank also obtains an anonymised picture
of employee satisfaction every year through its employee

engagement survey.

Offering fair remuneration and attractive additional
benefits

We want to create a good working environment by offering
attractive additional benefits, showing recognition and positioning
ourselves as an  attractive  employer. Commerzbank
Aktiengesellschaft has for many years supplemented the statutory
pension with a company pension. Employees can also take
advantage of other occupational pension products at special
conditions. We also offer our employees the opportunity to lease
cars, high-quality bicycles or IT equipment for private use through
the Bank.

As a result of the increased significance arising from greater
regulation, the remuneration systems and aggregated
remuneration data for employees below the level of the Board of
Managing Directors are disclosed in a separate report
(remuneration report pursuant to Art. 16 of the Remuneration
Ordinance for Institutions (Institutsvergiitungsverordnung)). This
is published annually on the Commerzbank website.

Information on HR risks such as motivational, resignation and
bottleneck risks is reported to the Board of Managing Directors on
a regular basis (see the “Other risks” section of the Group Risk

Report).

Diversity and equal opportunities

A working environment that is free of prejudice, characterised by
mutual respect and acceptance is a basic requirement for a climate
where everyone is able to thrive. We do not tolerate discrimination
at Commerzbank. Any form of discriminatory treatment on the
basis of ethnicity, age, disability, gender, origin, physical ability,
nationality, political activity, religion or sexual identity constitutes
a violation of human dignity and personal rights. With this in
mind, in 2004 Commerzbank Aktiengesellschaft and the Central
Works
discrimination, bullying and sexual harassment. The agreement

Council concluded a works agreement prohibiting
defined preventative measures, procedures for dealing with
complaints, and sanctions to be applied. In Poland, mBank is a
signatory of the Responsible Business Forum’s Diversity Charter.

As such, the Bank also undertakes to prevent discrimination in the

workplace and implement measures to create and promote
diversity.

For almost 30 years, our Diversity Management unit has been
working for an open and fair Group-wide environment where
everyone feels appreciated. The focus is on the topics of gender
equality and inclusion of people with disabilities and the
promotion of cultural diversity within the Group. We see diversity
as a success factor for the Bank’s performance. Worldwide, the
Group employs people from around 120 nations. Their diverse
origins vitalise and enrich interactions. Differences in viewpoint

and experience lead to new ideas.

Promoting women

Teams characterised by diversity often perform better, and they
are also indispensable for corporate success in view of
internationalisation and demographic change. Although a small
majority of the Commerzbank staff is female (53%), women are
not yet represented at management level to the same extent. For
this reason, in recent years the measures designed to promote a
good work-life balance have been further improved to open up
fresh career opportunities for women in particular. They include
the expansion of childcare offerings, innovative part-time working
models, including for managers, and a Bank-wide mentoring
programme.

These measures have enabled Commerzbank to increase the
proportion of women in leadership positions to more than 30%
Group-wide over the past few years. The Bank has now set itself a
new goal of achieving a proportion of 35% across all management
levels by the end of 2021. All divisions of Commerzbank
Aktiengesellschaft are explicitly tasked with actively approaching
suitable female employees during the recruitment process. The
aim is to further increase the proportion of female candidates for
management positions when filling new positions. Conversely,
male candidates should be approached if a management position
only attracts female applicants. comdirect also encourages women
in management positions with specific offerings such as seminars
and an internal network. Further information on the proportion of
women on the Supervisory Board and Board of Managing
Directors and at the first and second levels of management can be
found in the “Diversity” section of the Corporate Governance

Report.

Key figure: The proportion of women in management positions
came to 32.5% Group-wide at the end of 2019 (2018: 30.8%,
2017: 30.7%).

Driving inclusion

The inclusion of people with disabilities is another part of our
diversity strategy. In 2018, Commerzbank Aktiengesellschaft
became the first bank in Germany to publish an inclusion action
plan based on the UN Convention on the Rights of Persons with
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Disabilities. Following on from this, we set clear implementation
priorities in 2019. Barrier-free access to the workplace and to
working tools is just as high a priority as the implementation of
accessibility in our digital offerings for customers. In the Bank’s
UX studio, for example, employees with a range of disabilities take
part in tests to ensure that our digital innovations are accessible.

Framework agreements were also concluded with the
Rhineland-Palatinate Regional Association for the Deaf and the
Association of Sheltered Workshops (GDW Mitte) in 2019. These
will help us improve the availability of sign language interpreters
for deaf employees and standardise the provision of services and
products from workshops for people with disabilities throughout
Germany, with a view to promoting inclusivity in our business
activities.

Between 2014 and 2018, Commerzbank Aktiengesellschaft
consistently exceeded the statutory requirement of 5% employees
with severe disabilities and no compensation was payable.

Treating each other with respect

For some 20 years now, Commerzbank Aktiengesellschaft has
been committed to an open approach in respect of the sexual
orientation and gender identity of its customers, employees and
business partners. To send out a visible signal of this approach, in
2019 we displayed the Commerzbank Tower and the Bank’s logo
in rainbow colours during pride season and participated in
numerous other initiatives.

Linking like-minded people

Commerzbank Aktiengesellschaft’s seven employee networks
make a further important contribution to a lively and diverse
corporate culture and thus support our diversity management
goals. They regularly participate in internal events and public
campaigns, and offer colleagues the opportunity to network and
develop their skills across all levels. Some 1,500 employees were
involved in the networks in the year under review.

Our responsibility in corporate
governance

For us, responsible corporate governance includes the promise to
be “the bank by your side”. We want to be a reliable partner for
our stakeholders, and our actions are guided by ethical values
such as integrity and fairness. As an active part of society we want
to help shape the world around us. We achieve this primarily
through the positive effects of our financial services on the
economy and through the role of the Bank as an employer and
taxpayer.

We also view the offer of high-quality financial services as an
important infrastructural contribution our Bank makes to society.
The Commerzbank Group and its foundations also engage in
extensive voluntary work for charitable purposes, for example
through numerous cooperation and sponsoring projects and the
support of staff in such projects.

Integrity and compliance

Integrity is a key element of our corporate culture and requires
every single person to act responsibly so that their activities on
behalf of the Bank are in line with the relevant laws, voluntary
commitments and internal directives. The globally binding code of
conduct, which was recognised by Compliance Manager magazine
in 2019, guides our employees in correct and ethical behaviour in
their everyday work. The code makes it clear what Commerzbank
expects from the employees in the Group: that they not only
comply with laws, regulations and internal guidelines but also stay
within our guiding principles.

The focus of Commerzbank’s compliance activities is on
preventing and uncovering money laundering, terrorist financing,
market abuse (insider trading and market manipulation), fraud,
corruption and other criminal activities wherever the Bank does
business, as well as on protecting investors. We also ensure that
insider information and other confidential data about our
customers and their transactions are protected in accordance with
the need-to-know principle. Commerzbank Aktiengesellschaft’s
Compliance division has wide-ranging authority and escalation
rights, including powers to obtain information and carry out
investigations, enabling it to

implement its requirements

throughout the Group.

Clarifying the claim
Through its
Commerzbank Aktiengesellschaft teaches its employees what is

cross-segment “culture of integrity” network,
important in their daily working lives: to act professionally and
fairly in accordance with our “ComValues”. We are guided by
these values, and they provide orientation in a dynamic
environment. At the same time, it is important to treat compliance
risks with the same relevance and professionalism as credit and
market risks. We report regularly via a Bank-wide communication
campaign on practical examples of correct conduct in grey areas,
show where potential violations of the law may occur and indicate
what the right response should be. The campaign is accompanied
by posters in Germany and at the international locations. Commerz
Real participates in the initiative and has developed its own
management principles, which were incorporated in the objective-
setting process for managers in 2019. This will improve shared

goal orientation on compliance issues.
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To promote conduct characterised by a high degree of integrity
and reward employees who act as a role model, Commerzbank
Aktiengesellschaft has instigated the Culture of Integrity Award. It
is given to employees or teams who have distinguished themselves
through their integrity and protection of customer and bank
interests. The winners in 2019 were employees of the Brussels
branch, whose commitment helped prevent losses of around
€5.6m for a corporate customer who was a victim of CEO fraud.
Some 20 nominations were received from various parts of the
Bank worldwide, ranging from exemplary conduct when
uncovering money laundering or fraud to a number of other

integrity and compliance issues.

Fighting corruption

In our fight against corruption and bribery, we go further than
simply focusing on statutory requirements such as the German
Criminal Code, the UK Bribery Act or the US Foreign Corrupt
Practices Act. We also adhere to the OECD’s Guidelines for
Multinational Enterprises and comply with the OECD Convention
on Combating Bribery of Foreign Public Officials in International
These
supplemented with internal guidelines: Commerzbank’s Global

Business  Transactions. external  standards are
Anti-Bribery and Corruption Policy (ABC Policy) seeks to combat
active and passive bribery and other forms of corruption. The
Bank conducts ABC training sessions to help employees
implement the policy. All staff and managers complete the
mandatory anti-corruption training every year. Business and
functional units with heightened risk profiles and individuals in
functions at Commerzbank Aktiengesellschaft that have an
increased risk of bribery and corruption receive additional needs-
based training. In 2019, 40 employees at the London branch
attended face-to-face fraud and ABC training. Compliance
bootcamps - intensive three-day training sessions for small groups
— were also organised for internationally active corporate customer
advisors. In addition, an anti-corruption team is available to
answer employees’ questions at any time.

Corruption and other criminal acts by staff are explicitly not
tolerated by Commerzbank. The Bank has a zero-tolerance
approach to criminal offences. Any employee who is proven to
have breached this principle will face the full consequences under

labour, civil and criminal law.

Key figure: We are not aware of any cases of corruption in the
Commerzbank Group in 2019 (2018: none, 2017: none).

Preventing money laundering
The core tasks of Compliance also include meeting regulatory
requirements for the prevention of and fight against money
laundering and terrorist financing. Alongside local laws,
regulatory requirements and industry standards, we also take into
account recognised international standards such as the
recommendations of the Financial Action Task Force on Money
Laundering (FATF) and the Wolfsberg Anti-Money Laundering
Principles. Commerzbank uses the know-your-customer principle,
which involves obtaining detailed knowledge about and an
examination of the customer in order to create transparency in
business relationships and individual transactions. Commerzbank
achieves this through the use of appropriate monitoring systems.
The Central Office for Financial Transaction Investigations, the
Federal Financial Supervisory Authority (BaFin), the Federal
Criminal Police Office and various banks including Commerzbank
Aktiengesellschaft founded the Anti Financial Crime Alliance in
September 2019. This alliance between the public and private
sectors aims to establish a lasting strategic cooperation in the fight

against money laundering and terrorist financing in Germany.

Observing sanctions

Compliance is also responsible for ensuring that the financial and
economic sanctions applicable for the Bank and additional
regulatory requirements are observed. In doing so, we enact
directives and instructions as well as inform the segments, Group
divisions and subsidiaries about sanction-related restrictions to
business policies, advise them in their implementation and
them. If
Aktiengesellschaft has business relationships with countries
affected by
accompanied by measures which may include termination of the

monitor compliance with Commerzbank

sanctions, these are monitored closely and

business relationship.

Preventing or reporting fraud

The Group takes comprehensive precautions to prevent fraud.
Compliance has defined a large number of measures to prevent,
uncover and respond appropriately to financial crime, with the aim
of protecting the assets of our customers and the Bank. Relevant
business partners from whom the Bank purchases products and
services are also subject to a compliance check for indications of
corruption or fraud. The main rule is a zero-tolerance approach to
attempts at fraud. This also means that we are open to tip-offs.
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Alongside proven communication channels such as contacting
the Compliance and Audit departments, Commerzbank has set up
a whistle-blowing platform called the Business Keeper Monitoring
System (BKMS). The online platform allows customers, employees
and third parties to report any suspicion of financial crime,
violations of regulatory rules and requirements or breaches of
internal instructions and other requirements within Commerzbank

—anonymously if desired.

Protecting the market and customers

Market and customer protection is no less important. In addition
to legal consequences, violations can harm the Bank’s reputation
and lead to a loss in profitability. We therefore provide information
to our customers, explain risks and fulfil recording and retention
requirements in order to verifiably document the fact that our
actions comply with rules. We have introduced a system for
managing conflicts of interest aimed at avoiding potential conflicts
of interest or resolving them appropriately. For instance,
Commerzbank Aktiengesellschaft uses a conflict of interest tool in
its corporate customer business. Data on relevant transactions in
the corporate customer and capital markets businesses is collected
worldwide in order to check the transactions for potential conflicts
of interest. We counter attempts at market manipulation resolutely
and work to respect the integrity of markets and the need of our
customers for protection.

Managing compliance risks

As a proactive risk manager, Group Compliance is responsible for
ensuring systematic compliance with laws and regulations
throughout the Group. Its objective is to identify compliance risks
before they materialise, and to manage them effectively if and
when they do arise. Potential compliance risks are evaluated and
mitigated on the basis of a risk analysis. It is carried out once a
year and applies to all Group companies and their business
divisions, branches and other affiliated or dependent companies in
Germany and abroad that are deemed to be relevant for
compliance purposes. We regularly review the prevention
measures implemented as a result of the risk analysis and
supplement them as needed.

In order to satisfy the requirements of increasingly complex
national and international legislation and regulations, the Group is
continually developing its compliance risk management and
bringing this in line with current developments and challenges.
Other central prevention systems include controls to assess the
appropriateness and effectiveness of relevant processes, employee
training, compliance support and advice for business units with
regard to process development and transactions, compliance
hotlines and committees with compliance involvement, case-by-
case approvals by the compliance function, mandatory approval
for securities transactions in insider-relevant areas, mandatory
time away, reliability checks of potential employees, due diligence

reviews of third parties, an integrity clause to be signed by all
suppliers and service providers, and the BKMS whistle-blowing
system.

Documenting violations
The Bank’s consequence management process ensures that
sanctions for violations of rules and statutory or regulatory
provisions are applied as uniformly as possible throughout the
Group. Misconduct by employees requiring at least a written
warning is documented centrally. The anonymised evaluation of
cases helps identify the types of misconduct that occur and which
regulations or regulatory provisions have been violated.
Transparency allows mistakes to be used as a learning opportunity
and to adjust rules and processes accordingly.

Further information on the compliance function and
compliance risks can be found in the “Important business policy
and staffing events” section of the Group Management Report and

in the “Other risks” section of the Group Risk Report.

Stakeholder dialogue

Corporate responsibility also means seeking a regular exchange
with external and internal stakeholders. Commerzbank maintains
relationships with numerous organisations and groups which
approach the Company with requests, demands or suggestions.
We prioritise dialogue with stakeholder groups which have a
perceptible impact on Commerzbank’s economic, environmental
or social performance or are heavily affected by it. Alongside the
employees, this also includes customers and the capital market,
suppliers, the media, non-governmental organisations, political
bodies, representatives of civil society and science.

The discourse on important questions relating to social,
economic and financial policy is of great importance to us.
Commerzbank pursues an active and transparent dialogue with a
view to satisfying the expectations and needs of its stakeholders,
including them in its corporate strategy and setting out its own
perspective. For example, we regularly discuss the potential
impact of our business activities on human beings and the
environment with non-governmental organisations.

Fostering opinion-forming

We are also engaged in a continuous dialogue with domestic and
international regulatory and supervisory authorities and decision-
makers in politics in order to improve the clarity and reliability of
provisions on products and services — in the interests of both our
customers and our long-term planning capability. As the interface
Bank
Aktiengesellschaft’s

between the and political Commerzbank
Public  Affairs

positions on relevant political and regulatory issues. On-site

bodies,

department formulates

support is provided through the Bank’s two liaison offices in Berlin
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and Brussels and a liaison officer based at the Institute of
International Finance (IIF) in Washington. Through its lobbying
activities, the Bank plays an integral role in the democratic
opinion-forming process and aims to encourage appropriate,
sound decisions that are geared towards the common good. The
focus is on explaining banking and financial market issues with a
view to helping politicians and administrators develop and expand
their knowledge of the sector as the basis for appropriate decision-
making. We are entered in the EU’s Transparency Register and
report on local activities, acting persons and annual expenditure
on political lobbying. In accordance with its donations directive
which applies Group-wide, Commerzbank makes no donations to
political parties, party institutions or politicians.

We have established several event formats for dialogue with
political representatives. These include the “Political Breakfast” in
Berlin, at which guest speakers debate social and economic policy
issues with representatives from politics, science and business
during the weeks when parliament is in session. “Commerzbank in
Dialogue” sees the Chairman of the Board of Managing Directors
of Commerzbank debate issues with high-profile personalities
from politics or business. Members of parliament and speakers
come together at “Mittags:werkstatt” events to share specialist
knowledge and discuss current topics. “SHE VIP” is a networking
format created by and for successful women from business,
politics, society, media or culture. These activities can be followed

on social media at #cobapolitics.

Highlighting customer issues
SME topics are at the heart of Commerzbank’s “Unternehmer-
perspektiven” initiative (Business Owners’ Views). Once a year it
surveys 2,000 owners and managers at the first management level
from companies of different sizes and industries. Representatives
from business, associations, politics and science debate the results
via interactive events. The focus in 2019 was on
internationalisation. The study “How secure are the markets:
managing risks in international business” showed how SMEs are
dealing with geopolitical uncertainties. At 12 events across
Germany, one in Switzerland and one in Belgium, participants had
the opportunity to exchange viewpoints, gather ideas for
successful internationalisation projects and forge new contacts.
Another 2019 study looked at challenges for company
founders. The survey covered around 3,000 freelancers,
craftspeople and tradespeople throughout Germany who have
founded their companies within the last six years. The results
clearly show that women are in the minority when it comes to
starting one’s own business, and that a large proportion of

founders only start their own business with equity capital.

Bureaucracy makes life difficult for company founders, with
customer acquisition and tax issues also presenting numerous

challenges.

Social commitment

In terms of social commitment, the Group engages with its
environment in a variety of ways. Numerous projects and
initiatives developed together with partners from business and
society contribute to resolving current problems. Here,
Commerzbank Aktiengesellschaft focuses on education and sports.
One example is the environmental internship launched with the
German national parks in 1990. Every year, the internship gives up
to 75 students practical experience in the areas of environmental
in German national

education and PR work parks. The

environmental internship is organised and financed by
Commerzbank, with the national parks providing technical support
and assistance in return. More than 1,700 students have taken part
in the programme since it began. After completing the
programme, the graduates then bring their experience to bear in
business, politics, society and environmental protection.

The Green Band initiative (“Das Griine Band”) has been going
even longer — for over 30 years. Together with the German
Olympic Sports Confederation, Commerzbank Aktiengesellschaft
awards a prize of €5,000 to 50 sports clubs annually that have
made outstanding contributions to promoting talent and youth in
sport. To date, more than 1,900 sports clubs have benefited from
the initiative. The German Football Association’s DFB Junior
Coaches cooperation project is also designed to support grass-
roots sport. While the DFB trains young people in schools to
become junior football coaches, Commerzbank mentors provide
support in preparing the young people for working life, organising
job application training and providing work experience for school
students in Commerzbank branches. Almost 20,000 young people
have been trained as DFB junior coaches since the project started

in 2013.

Promoting employee engagement

Commerzbank also places emphasis on corporate volunteering as
part of its social commitment. Staff are encouraged and enabled to
perform voluntary charity work, with the Bank granting leave and
providing the necessary infrastructure. This personal commitment
benefits society and improves the living conditions of
disadvantaged people. The projects also have a positive effect on
the colleagues participating in them and promote mutual

understanding.
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Our employees are able to get involved in a wide range of
projects. Opportunities in Germany include the Commerzbank
educational mentorship programme for disadvantaged young
people, the Malteser Social Day, non-profit sports projects, the
business@school initiative and various Christmas campaigns for
welfare institutions. Commerzbank Aktiengesellschaft also
donated a total of around €380,000 to various institutions and
organisations over the past year.

In 2019, mBank was for the second time the exclusive bank
partner and sponsor of the 27th edition of Poland’s biggest charity
event, the Great Orchestra of Christmas Charity Foundation. For
each day between Christmas 2018 and the Grand Finale fundraiser
in mid-January 2019 on which there were at least 100 payments
made to the foundation by mBank customers, the bank donated an
additional PLN 100,000. mBank donated a total of around
€470,000 (PLN 2m) to the foundation through this campaign. The
bank also donated more than 40 works of art from its own
collection, which were auctioned off for around €400,000 (PLN
1.7m).

Foundations shape the future
Various foundations supported by the Group also make an
important contribution to society. The Commerzbank Foundation,
for example, supports key facilities and exemplary projects related
to scientific, cultural and social activities throughout Germany,
providing incentives for young researchers, cultural mediation and
social participation. In addition, six social foundations have been
established to provide financial support to the Bank’s employees
in unforeseeable emergencies. The common aim of all the
foundations is to make a long-term and sustainable contribution to
the future viability of society. Commerzbank Aktiengesellschaft
provided a total of €841,000 in funding for these foundations in
2019, covering expenses such as staff, workplaces and other
operating costs.

comdirect is involved together with the Stuttgart stock
exchange in the “Stiftung Rechnen” maths foundation. The
foundation, which celebrated its tenth anniversary in 2019,
promotes the importance of mathematics as a fundamental science
and the
mFoundation in Poland has a similar objective. For the period from

improvement of maths skills in Germany. The
2014 to 2020, it has put an emphasis on its “m for mathematics”
strategy, which entails working with schools, universities and
libraries to strengthen maths skills across the country. The
mFoundation’s donation volume came to around €673,000
(PLN 2.88m) in 2019. mBank also provides financial help to staff,
retirees and their family members in health emergencies through

its employee benefits fund.

About this report

Under the German Act on Strengthening Corporate Non-Financial
CSR-RUQ),
Commerzbank is required to prepare a non-financial report

Reporting (CSR-Richtlinie-Umsetzungsgesetz,
pursuant to Art. 340a (1a) of the German Commercial Code (HGB).
With  this

Commerzbank Aktiengesellschaft and the Group, we satisfy this

combined separate non-financial report for
requirement pursuant to Art. 340i (5) in conjunction with Art. 315b
(3) HGB and Art. 340a (1a) HGB in conjunction with Art. 298 (2) to
(4) and Art. 289c to 289e HGB. Under CSR-RUG, information is
required as a minimum on environmental protection, treatment of
employees, social responsibility, respect for human rights and the
fight against corruption and bribery. Commerzbank also reports on
a sixth essential aspect, the treatment of customers, as we view
customer focus as a key non-financial success factor for both
Commerzbank Aktiengesellschaft and the Group. To identify
relevant topics, we conducted a materiality analysis for ten non-
financial issues that are key to understanding the business
performance and situation of  both Commerzbank
Aktiengesellschaft and the Group and that are significantly
impacted by our business activities (see table “Content of the non-
financial report”). The legally required description of the business
model can be found in the “Structure and organisation” chapter of
the (Group) Management Report.

In many areas — compliance, HR management and reputational
risk management, for example — the guidelines of Commerzbank
Aktiengesellschaft apply to the entire Group by way of the “global
functional lead” role. If arrangements in the subsidiaries differ
from those of the parent company, this is indicated in the report.
Commerzbank Finance & Covered Bond S. A., which as at the end
of 2019 had just ten remaining employees and was exclusively
managing a run-off portfolio, did not have any additional
information to contribute on material non-financial issues in 2019.

The option provided by law of using a reporting framework has
not been adopted in the interest of providing focused information
for the readership of our financial reporting. Nevertheless, the
non-financial report is guided by the standards of the Global
Reporting Initiative (GRID) where relevant for the ten issues.
Detailed

corporate responsibility strategy, the objectives of its sustainability

information on Commerzbank Aktiengesellschaft’s
programme and other non-financial indicators can be found in the
comprehensive GRI report and the declaration of compliance with
the German Sustainability Code published on the Group’s
corporate  responsibility  website  (http://www.sustainability.
commerzbank.com). Apart from the description of the business
model, references to further information do not form part of this

non-financial report.
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We are not aware of any material risks resulting from the
application of the net method either from the Bank’s own business
activities or in connection with business relations, products or
services that would be highly likely to have a severe negative
impact on the non-financial aspects, now or in the future. Further
information on our risk management can be found in the Group
Risk Report.

Content of the non-financial report

Material aspects in accordance
with the CSR-RUG

Holistic risk management

Environmental protection

Sustainability effects in lending

Respect for human rights

Associated issues according to the materiality analysis

This non-financial report was subject to a limited assurance
engagement performed by the auditing firm Ernst&Young in
accordance with ISAE 3000 (Revised). The report on the
engagement can be found in the Group’s Annual Report under
“Further information”.

Included in chapter

Our contribution to
sustainable finance

Sustainable investments and capital market products

Data security
Treatment of customers

Transparency and fairness in customer relationships

Our responsibility towards
customers

Employer attractiveness

Treatment of employees

Diversity and equal opportunities

Our responsibility as an
employer

Anti-corruption

Integrity and compliance

. - Stakeholder dialogue
Social responsibility Social N ;
ocial commitmen

Our responsibility in
corporate governance




Group Management Report

In the Group Management Report, we provide in-depth information about
the Commerzbank Group’s performance in the 2019 financial year and about
the macroeconomic and sector-specific conditions and their impact on
Commerzbank’s business activities. We also describe the outlook for the
anticipated performance of the Commerzbank Group in 2020 and overall
conditions expected.

Commerzbank kept operating profit for the 2019 financial year stable at
€1.3bn despite the further deterioration in framework conditions. Customer
business continued to develop robustly, underpinned by growth in customers
and assets.

Group Management Report
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Basis of the Commerzbank Group

Structure and organisation

Objectives and strategy

Commerzbank is one of Germany’s leading banks for private and
corporate customers and an internationally active commercial
bank. Domestically, it currently has still one of the densest branch
networks of any private-sector bank in Germany, with
approximately 1,000 branches, serving a total of around 16.9
million private and small-business customers and over 70,000
corporate clients including multinational groups, financial service
providers and institutional clients worldwide.

As part of its strategy, Commerzbank is focusing its business
activities on the two segments Private and Small-Business
Customers and Corporate Clients, offering a comprehensive
portfolio of banking and capital market services. The
Asset & Capital Recovery segment was dissolved on 1July 2019
following the successful winding down of assets over the last few
years, with the remaining portfolios transferred to Others and
Consolidation and to the Private and Small-Business Customers
segment. Each segment is managed by a member of the Board of
Managing Directors. All staff and management functions are
contained in Group Management: Group Audit, Group
Communications, Group Compliance, Group Finance, Group
Human Resources, Group Investor Relations, Group Legal, Group
Tax, Group Treasury, Group Customer Process&Data
Management, Big Data & Advanced Analytics and the central risk
functions. The support functions are provided by Group Services.
These include Group Digital Transformation & Strategy, Group
Banking § Market Operations, Group Technology Foundation,
Group Operations Credit, Group Organisation & Security and
Group Delivery Centre. The staff, management and support
functions are combined in the Others and Consolidation division
for reporting purposes.

On the domestic market, Commerzbank Aktiengesellschaft is
headquartered in Frankfurt am Main, from where it manages a
nationwide branch network through which all customer groups are
served. Its major German subsidiaries are comdirect bank AG and
Commerz Real AG. Outside of Germany, the Bank has 6 material
branches and 30

representative offices in just under 50 countries and is represented

subsidiaries, 20 operational foreign
in all major financial centres, such as London, New York, Tokyo,
Hong Kong and Singapore. However, the focus of the Bank’s
international activities is on Europe.

Commerzbank prepares Group financial statements which, in
addition to Commerzbank Aktiengesellschaft as operating lead
company, incorporate all material subsidiaries over which the

Bank exercises control. The financial year is the calendar year.

Commerzbank considers itself to be a fair and competent bank
that wants to be a long-term, reliable partner for its customers. We
base our actions on the highest ethical values, integrity and
fairness and are committed to complying with all applicable laws,
guidelines and market standards. For us, this is the basis on which
we work in a relationship of trust with our private and business
customers, institutional clients, partners and stakeholders. “The
bank at your side” — everything we do is measured against this
promise: in our advisory services, in our offerings and in the way
we conduct ourselves.

In recent years we have focused on the right issues. We have
aligned the bank with its customers and completely restructured it.
In both market segments we have gained many new customers.
We have laid important foundations in the area of digitalisation,
and with Campus 2.0 we have built an agile delivery organisation.
Commerzbank has achieved a lot since 2016. It is essential,
however, that we respond continuously to the changing framework
conditions. Our customers’ wishes regarding our digital and
mobile offerings and personal advisory services are evolving very
rapidly. The low interest rates and subdued economic expectations
are also exacerbating the situation, not just for us but for the
entire sector.

Against this background, our goal is clear: we want to carry on
actively and confidently shaping our future. Under the new
“Commerzbank 5.0” strategy, the Bank will invest in technological
innovation and its core business with the aim of accelerating
digitalisation, creating growth and increasing efficiency.

Here are the key elements:
and Small-Business Customers

In the Private

Commerzbank will focus above all on the rapid expansion of

segment,

mobile banking, although the branch network will remain a key
pillar of its customer offering. The Bank expects to realise
additional earnings potential from the enhanced use of data, which
will enable the provision of individually tailored products and
services. Commerzbank is also planning to introduce a more
differentiated pricing strategy. The planned integration of
comdirect will allow the Bank to bundle its digital expertise.

In the Corporate Clients segment, the Bank will strengthen its
market presence, particularly in the Mittelstand division, where
further digitalisation and a more efficient platform should open up
greater scope for sales. This is to be reinforced by the addition of
sales staff in Germany, enabling the Bank to serve customers even
more intensively in the future. The focus will be on better
exploiting the potential of existing customer relationships and on
improving capital efficiency.
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The strategic programme will see the Bank invest a total of
around €1.6bn in digitalisation and greater cost efficiency. This
will include additional investments of €750m in digitalisation, IT
infrastructure and growth. The remaining €850m will consist of
restructuring costs related to the planned reduction in full-time
positions (4,300 gross, 2,300 net) and the announced changes to
the branch network. Commerzbank is aiming to reduce costs by
around €600m by 2023 compared with the current year.
Investments in the ongoing modernisation of the Group-wide IT
infrastructure are geared towards reducing the Bank’s IT costs to
€1bn. Costs are also to be further reduced in the central divisions
and segments.

The Bank aims to use the planned sale of the majority stake in
mBank S.A. in Poland to generate the financial resources needed
to accelerate implementation of the strategy and the related
investments. The mBank sale will only take place if the offer price

and transaction structure are right.

Private and Small-Business Customers:
expansion of mobile banking combined with a
continued strong branch presence

In the Private and Small-Business Customers segment, the Bank is
systematically expanding mobile banking under a mobile first
strategy. Of the 1.7 million customer contacts occurring each day,
1.2 million already happen through mobile and online channels.
With use of the
Commerzbank wants to obtain significantly more data points in

mobile channel expected to increase,
the future and thus tap further business potential. The use of
algorithms will help the Bank design products and services
tailored precisely to customers’ individual needs. The more
intensive use of algorithms and data should also boost the
efficiency of new customer acquisition.

Having significantly expanded its customer base over the past
few years, Commerzbank is targeting measured growth in the
Private and Small-Business Customers segment. In recent years,
Commerzbank increased its active customer base by a net
1.3 million customers. The Bank is now aiming to win a net total of
more than 1 million new customers in Germany by the end of
2023. Following the sale of ebase with its 1 million customers and
the closure of a further 1 million largely inactive customer
accounts, the Bank is set to continue its growth on an active

customer base of 11.3 million.

Commerzbank is also aiming to systematically tap additional
The Bank is

introducing a new pricing strategy that gives customers more

earnings potential with existing customers.
choice in the range of services and prices offered. The basic
offering will be supplemented by modular offerings. In future,
under a fair use policy, inactivity will also be considered in the
pricing models for otherwise free basic products.

Commerzbank will retain a nationwide presence in Germany in
future with around 800 branches. The Bank is responding to
changing customer needs by gradually closing around 200
branches and implementing the appropriate mix of branch
formats. As customers will be making even greater use of digital
channels in the future, the Bank is adapting its branch network in
line with the expected changes in branch utilisation. The Bank’s
real estate expertise will in future be bundled in 50 new regional
real estate centres.

Bundling of digital expertise through planned
integration of comdirect

The planned integration of comdirect into Commerzbank is also
intended to strengthen business with Private and Small-Business
Customers. Since it was founded in 1994, comdirect has set
benchmarks in online banking with innovative products, services
and advice. Commerzbank wants to make this acknowledged
expertise available to all customers in future and therefore intends
to directly leverage comdirect’s high level of digital expertise for
the entire Group. comdirect will become part of a strong,
innovative multi-channel bank, while also benefiting from
economies of scale and growth opportunities within the Group.
Customers of comdirect will keep the service offerings they are
used to, while also benefiting from Commerzbank’s branch
presence. In return, Commerzbank customers will gain access to
comdirect’s outstanding brokerage offering, which will be

continued under the same product brand.

Corporate Clients: strengthening sales and
increasing efficiency

In the Corporate Clients segment, Commerzbank is systematically
expanding its market position. Maintaining a balance between
additional business, risk appetite and capital efficiency is a clear
priority. The Bank is also focusing on increasing its sales and
platform efficiency.
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In corporate customer business, Commerzbank wants to make
better use of the potential offered by existing customer
relationships while continuing to acquire new customers. It is
therefore strengthening its sales organisation, with additional
sales staff in Germany. Sales activities are also to be expanded in
selected European markets. Further digitalisation and the efforts
to improve platform efficiency will also open up greater scope for
sales. In conjunction with the increase in personnel, this will allow
even more intensive customer relationship management.

Commerzbank is also expanding its proven sector approach. In
future, more than 500 corporate clients in Germany and selected
eurozone countries will be managed under this approach,
compared with only around 100 clients today. The experience
gained since the approach was launched in 2016 shows that
infusing sector customer

comprehensive expertise  into

relationship management helps make existing customer
relationships more profitable.

The efficiency of the corporate customer platforms is also
being improved. The Bank is aiming to consolidate platforms. In
future, as many international transactions as possible are to be
processed on the German IT platform. Greater platform utilisation
is also anticipated as a result of new business. All in all, further
growth in corporate banking business will be dependent on capital
efficiency and cost discipline that allows the return on capital
employed to be increased. The Bank is also supporting this growth

trajectory by further strengthening its credit risk expertise.

Social responsibility to be anchored even more
firmly in the business model in future

Commerzbank’s economic success is and always will be founded
on the social acceptance of its day-to-day business dealings. As a
responsible bank, Commerzbank has long held a clear position on
controversial issues such as weapons, environmentally harmful
energy sources and speculative trading in basic foodstuffs.
Responsible action includes careful and conscientious handling of
customer data and high data security.

The Bank will adopt an even more ambitious approach to
sustainability and environmental issues in future, and will work
even more proactively to achieve the Paris climate targets.
Commerzbank’s  operations are already climate-neutral.
Commerzbank recently also became one of the world’s first
signatories to the UN Principles for Responsible Banking. This
rigorous approach will also generate business opportunities.
Commerzbank will also help its customers achieve enhanced
sustainability in future with a greener product range. For instance,
private customers are now able to take out green mortgage loans.
In corporate customer business, Commerzbank will align its loan

portfolio more closely with sustainability criteria.

Release of equity through planned sale of
mBank

As part of its strategy, Commerzbank is planning to sell its
majority stake in mBank S.A. (“mBank”) in Poland in order to
realise its high value. The purpose of the sale is to generate the
financial resources needed to accelerate implementation of the
strategy and the associated investments. The sale would lead to a
significant reduction in risk-weighted assets and the release of
equity capital at Commerzbank. The mBank sale will only take

place if the offer price and transaction structure are right.

Full details of the “Commerzbank 5.0” strategy can be found on

the Commerzbank website at https://www.commerzbank.com.

Corporate management

Corporate management in the Commerzbank Group is based on a
value-oriented steering concept. This concept is focused on
ensuring that the risks entered into by the business units are in
line with the external and internal guidelines on risk-bearing
capacity and on striving to achieve an appropriate return over the
long term on the capital employed. In this respect, the Bank
regularly monitors the allocation of scarce resources to business
units and actively adapts its business strategy to changing market
circumstances in order to boost the enterprise value over the long
term.

The annual planning process is a key corporate management
tool. In this process, the Board of Managing Directors sets targets
for the business units based on the business strategy. Existing
resources such as capital and risk limits are allocated to the
segments in a way that reflects the targets and risk profiles. The
segments put the plan into operation based on the business
strategy and the results of the planning process. The Board of
Managing Directors carries out regular checks to ensure that
business planning is being followed. This ensures that any
deviations are identified at an early stage through monthly
management reporting and corrective measures are taken.

In order to manage the Group and its segments, the Bank uses
the standard indicators described below, which cover all the
essential dimensions of Group management. Their development is
monitored as part of regular management reporting.

The management of the Bank takes account of both pillars of
capital adequacy requirements. To ensure internal risk-bearing
capacity at all times, planning includes allocating economic capital
to the segments broken down by type of risk.
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The average capital employed in the segments is calculated
based on the average segmented risk-weighted assets. At Group
level, Common Equity Tier 1 (CET1) is shown. The reconciliation
of average capital employed in the segments to the Group’s CET1
capital is carried out in Others and Consolidation. The Common
Equity Tier 1 ratio is a key indicator for the Bank in capital
management.

The key figures used for measuring success in the corporate
management process are operating profit/loss and group
profit/loss after tax and non-controlling interests, along with the
cost/income and return on equity ratios and the economic value
added calculated from these ratios. The cost/income ratio is used
to assess cost efficiency and is defined as the ratio of operating
expenses (excluding impairments of goodwill and restructuring
expenses) to income before the risk result. The cost/income ratio
is calculated in two variants: with and without the inclusion of
compulsory contributions in the item “expenses”. Segment return
on equity is calculated as the ratio of operating profit/loss or pre-
tax profit/loss to the average amount of regulatory capital
employed. It shows the return on the equity invested in a given
business segment. As is standard for value-based management
concepts, the target minimum return on capital employed is
derived from the expected return on the capital market. Here the
focus at Group level is on the return on tangible equity.

Economic value added is the indicator used for determining the
performance of the Group. It is defined as the difference between
the Group’s return on equity and the capital cost rate, multiplied
by the Group’s equity. The Group’s return on equity is the ratio of
the consolidated profit after tax and non-controlling interests to
the average CET1 capital of the Group. The calculation of the
capital cost rate is based on the capital market-oriented Capital
Asset Pricing Model (CAPM) and is subject to an annual review.

As Group figures, the controlling data listed above form part of
a system of other segment-specific data that vary from segment to

segment depending on the business strategy.

Remuneration report

Details pursuant to Art. 315 (4) of
the German Commercial Code
(HGB)

Details pursuant to Art. 315 (4) of the German Commercial Code
(HGB) can be found in the section on corporate responsibility.
They form part of the Group Management Report.

Details pursuant to Art. 315a (1) of
the German Commercial Code
(HGB) and explanatory report

Details pursuant to Art. 315a (1) of the German Commercial Code
(HGB) and explanatory report can be found in the section on
corporate responsibility. They form part of the Group Management
Report.

Details pursuant to Art. 315d of the
German Commercial Code (HGB)

Details pursuant to Art. 315d in conjunction with Art. 289f of the
German Commercial Code (HGB), “Declaration on corporate
governance”, can be found in the corporate governance report.
They form part of the Group Management Report. The corporate
governance report can be found at www.commerzbank.com/
annualreport2019.

Details pursuant to Art. 340i (5) in
conjunction with Art. 315b (3) of the
German Commercial Code (HGB)

The remuneration report is part of the corporate governance
report in the “Corporate responsibility” section. It forms part of
the Group Management Report.

Details pursuant to Art. 340i (5) in conjunction with Art. 315b (3)
of the German Commercial Code (HGB) can be found in the
section on corporate responsibility as a combined separate non-

financial report and online at: www.commerzbank.com/NFR2019.
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Important business policy and
staffing events

At the
cornerstones of its new “Commerzbank 5.0” strategic programme.

end of September, Commerzbank presented the
Under the new strategy, the Bank will invest in technological
innovation and its core business with the aim of accelerating
digitalisation, creating growth and increasing efficiency. The stake
in comdirect was consequently increased to more than 90%.
Further information on this can be found in “Objectives and
strategy” on page 67 ff. At the beginning of the reporting year,
Commerzbank and Deutsche Bank held talks to clarify whether a
merger between the two banks would generate the synergies and
size needed to make significant increases in returns likely. The
result of the examination was that a merger is not worthwhile. The
optimisation of the Bank’s capital structure was also on the
agenda. We want to make banking transactions simpler, better and
faster for customers through the cluster delivery organisation.
There were some changes in personnel during the year within the
Board of Managing Directors. The Bank also further strengthened

its compliance function.

Commerzbank in merger talks with
Deutsche Bank

In mid-March 2019, Commerzbank and Deutsche Bank announced
that talks had officially begun on a possible merger between the
two banks. On 25 April 2019, Commerzbank and Deutsche Bank
decided not to continue talks on a merger of the two institutions.
Following a thorough examination it became apparent that a
merger would not be in the interests of either set of shareholders
or of other stakeholders.

It was a useful exercise to examine this option of consolidation
within Germany. For Commerzbank, however, it was clear from the
outset that any merger must result in higher and more sustainable
returns for Commerzbank shareholders and improved services for
customers. After detailed analysis, Commerzbank concluded that a
merger with Deutsche Bank would not offer sufficient added value,
especially given the implementation risks, restructuring costs and
capital requirements that an integration on this scale would entail.

Changes in the Board of Managing Directors of
Commerzbank

At its meeting on 11 July 2019, Commerzbank’s Supervisory Board
appointed Roland Boekhout to the Board of Managing Directors.
He assumed responsibility for Commerzbank’s Corporate Clients
segment on 1 January 2020. Roland Boekhout, who was previously
a member of the Management Board Banking of ING Group
succeeds Michael Reuther. As agreed and announced in December
2018, Michael Reuther left the Bank at the end of 2019.

On 5 September 2019, CFO Stephan Engels informed the Board
of Managing Directors and the Supervisory Board that he was
committed to fulfilling his contract, which runs until April 2020,
but would decline any offer to extend it. Stephan Engels has been
CFO of Commerzbank since 1 April 2012 and is responsible for
Group Finance, Group Tax, Group Treasury, Group Investor
Relations and mBank. At its meeting on 26 September, the
Supervisory Board decided that Dr. Bettina Orlopp will succeed
Mr. Engels as CFO on or before 31 March 2020, at which time she
will also take over Group Tax, Group Treasury and Group Investor
Relations. Michael Mandel will assume responsibility for mBank.
At the same meeting, the Supervisory Board appointed Sabine
Schmittroth — previously a Divisional Board member in the Private
and Small-Business Customers segment - to the Board of
Managing Directors as future Director of Human Resources with
effect from 1 January 2020. Sabine Schmittroth, who took charge
of Group Human Resources on 1 January 2020, will additionally
take on responsibility for Group Compliance by no later than
31 March 2020. Group Legal will then be headed by Martin Zielke.

Campus 2.0 - a new delivery organisation

Following the successful experience with agile working in the
Digital Campus, since mid-2019 digital products and services for
our customers have been developed in a new cluster delivery
organisation. The aim of this cluster delivery organisation is to
make banking transactions simpler, better and faster for our
customers. Specialists and IT staff work together in one team,
applying agile working methods that will enable us to bring our
products to market more efficiently and flexibly.
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Commerzbank acquires comdirect share
package and holds more than 90% of comdirect

On 30 October 2019, Commerzbank Aktiengesellschaft published
the offer document for the voluntary public purchase offer for all
bank Aktiengesellschaft.
Commerzbank already held around 82% of the shares in

outstanding shares in comdirect
comdirect. The remaining 18% were in free float. The acceptance
period for Commerzbank Aktiengesellschaft’s voluntary public
purchase offer for all outstanding shares in comdirect bank
Aktiengesellschaft ended on 6 December 2019. By the end of the
acceptance period, comdirect shareholders had tendered a total of
457,343 shares. Including the comdirect shares already held by
Commerzbank, this corresponded to a stake of approximately
82.63%.

At the 2020,

Aktiengesellschaft announced that it would acquire a block of

beginning of January Commerzbank
shares in comdirect bank Aktiengesellschaft from the institutional
investor Petrus Advisers Ltd. through its subsidiary Commerzbank
Inlandsbanken Holding GmbH. The transaction was concluded at
the end of January and Commerzbank now holds more than 90%
of comdirect’s shares. Commerzbank has thus reached the
required threshold for a squeeze-out under merger law. Under the
planned squeeze-out, comdirect shareholders will receive a cash

settlement for their shares.

Commerzbank successfully issues additional
Tier 1 bond

Commerzbank Aktiengesellschaft successfully issued its first
additional Tier 1 bond at the beginning of July 2019. The bond has
a volume of USD 1bn and a fixed coupon of 7.0% per annum. The
order book was several times oversubscribed, reflecting the
extensive interest among investors. The bond is listed on the
Luxembourg Stock Exchange. The issue will enable the Bank to
optimise its capital structure, partially in response to the amended
regulatory requirements imposed by the European Banking
Authority. The subordinated bond meets the criteria set out in the
Capital Requirements Regulation (CRR) for additional Tier 1
capital (AT1). The instrument has a perpetual maturity and the
first call date is in April 2025. The bond terms provide for a
temporary write-down in the event that the Bank’s Common Equity
Tier 1 ratio (CET1 ratio) drops below 5.125%.

Further strengthening of the compliance function

The Bank continued its activities in 2019 to further strengthen the
compliance function. As before, this pertains not only to structural
changes. We also diligently pushed ahead with building up
internal staff, staff training and the successful recruitment of
additional qualified compliance experts to work at head office and
in foreign locations. Following the creation of a dedicated
compliance trainee programme in 2017, seven graduates were
hired for this international programme in both 2018 and 2019. The
eight trainees from the 2018 programme were hired as specialists
in 2019.

The compliance function implemented various measures
relating to global financial crime, global markets compliance and
anti-bribery and corruption in order to improve the management
of compliance risks. Steps were also taken to further strengthen
compliance governance in Germany and abroad. Amongst other
things, the strengthening of the global compliance system
landscape in line with the latest market standards was rigorously
driven forward. For example, a global upgrade of the systems and
models for monitoring transactions with regard to money
laundering and terrorist financing was largely completed in 2019,
ensuring compliance with global standards on the basis of a
uniform set of rules while also taking local circumstances into
account in parameterisation. In 2019, Global Markets Compliance
continued the Global Surveillance Implementation Programme
(GSIP) launched in 2018. The programme is aimed at expanding
global surveillance of trade and communications. In addition to
defining the future IT target architecture and initial
implementations, a target operating model for trade and
communications surveillance was also designed. A uniform due
diligence business partner was also established in 2019 and the
corresponding IT system rolled out. This global rollout will
continue at selected locations in 2020.

Commerzbank also continued its activities to expand structures
and further improve existing compliance processes in the business
units. These included a number of global projects. Examples
include the further development of the Group Compliance
framework, which meets new regulatory requirements, and a
project to incorporate and implement controls applicable across

divisions and risk types.



To our Shareholders Corporate Responsibility

Management Report

Risk Report Financial Statements Further Information

67 Basis of the Commerzbank Group

74 Economic report

82 Segment performance

85 Outlook and opportunities report

In 2015, Commerzbank reached settlements with various US
authorities regarding violations of US sanctions and anti-money
laundering provisions. The Bank has already dealt with the
majority of the findings relating to the settlements. The Deferred
Prosecution Agreement with the District Attorney of New York and
the Deferred Prosecution Agreement with the US Department of
Justice were subsequently terminated in March 2018 and May
2018 respectively, after consultation with the respective district
attorney’s offices. The Bank has also received various interim
reports and on 15 October 2018 received the final report from the
monitor appointed by the New York State Department of Financial
Services (DFS), to which it has responded with corresponding
implementation programmes. The Bank has made good progress

in carrying out the implementation programmes and has executed
most of the measures. The US monitor submitted its final report
dated 15 October 2018, thus concluding its on-site investigations.
In accordance with the terms of the engagement letter between
the Bank and the monitor, the monitorship ended on 24 June
2019. Official confirmation from the DFS that Commerzbank is
back under regular banking supervision following the monitorship
is still pending.

For more information on compliance and on integrity and
compliance at Commerzbank, please see page 129 ff. of the Group
Risk Report and page 59 ff. of the combined separate non-financial

report respectively.
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Economic report

Economic conditions

Economic environment

The trade conflict between the USA and China caused a noticeable
drag on the world economy in 2019. China recorded its weakest
economic growth in almost 30 years. The country suffered not
only from higher US tariffs and uncertainty about the further
course of the trade dispute, but also from structural problems such
as high corporate debt levels that weighed on the economy. The
measures taken in the spring by the Chinese government to
support the economy were therefore not fully effective.

The trade conflict also left its mark on the US economy. Given
the wuncertainty surrounding trade policy, companies were
noticeably reluctant to invest. The impetus from the tax cuts in
2018 also decreased markedly. Despite this, and against the
backdrop of an increasingly scarce labour supply, economic
growth was still very respectable at 2.3%. However, the US
Federal Reserve still cut its key interest rates by a total of 75 basis
points in the second half of the year in order to head off any risks
to the economy.

Economic growth in the eurozone continued to slow in the
course of 2019, ending up at just 1.2% for the year as a whole.
Industry in particular was hit hard by the global weakness in
demand. In contrast, the service sector proved to be surprisingly
robust. This is probably due mainly to the very expansive
monetary policy of the European Central Bank (ECB), because the
resulting domestic demand is benefiting not only the construction
industry but also the service sector in particular. With the
continued slowdown in growth, the decline in unemployment has
also come to a halt. At 7.4%, however, the unemployment rate is
now almost as low as it was before the outbreak of the financial
market crisis in 2008. With labour becoming scarcer, wage growth
intensified in 2019, a trend that is also slowly being reflected in
slightly higher underlying inflation. The core inflation rate, i.e. the
year-on-year rate of the consumer price index excluding the
highly volatile prices of energy, food and luxury goods, was 1.3%
in December 2019 and thus 0.3 percentage points higher than at
the end of 2018.

From the ECB’s perspective, however, the upward pressure on
prices is still far too weak. It therefore cut the deposit rate by 0.1
percentage points to —0.5% in September and resumed its bond
purchasing programme in December at a net pace of €20bn per
month.

The heavily export-dependent German economy suffered
particularly from weaker demand from abroad. Added to this were
the problems in the automotive industry. At 0.6%, economic
growth in 2019 was significantly weaker than the 2018 figure of
1.5%. The decline in unemployment came to a halt.

The interest rate cuts by the US Federal Reserve and the ECB
brought relief to the financial markets. At the end of 2019, the ten-
year German government bond was clearly in negative territory at
—0.3%, after reaching a new all-time low of -0.7% at the end of
August. Share prices also rose sharply despite the uncertainty
surrounding trade policy, with the DAX gaining 25% in 2019.
Although the US Federal Reserve relaxed its monetary policy to a
much greater extent than the ECB, the US dollar continued to

appreciate slightly against the euro.

Sector environment

2019 was another challenging year for the financial industry.
Domestic demand, which continued to benefit from favourable
financing conditions and rising income for employees, was once
again the mainstay of economic activity in the eurozone along with
the services sector. Industry remained very problematic, however.
In particular, the unresolved trade dispute between the USA and
China and the ongoing conflicts in the Middle East had a sustained
negative impact on international trade flows, which in turn
affected export financing in the banking sector. The automobile
manufacturing industry, which is important for the banking sector,
also continued to battle substantial problems — in addition to the
trade problems, it was confronted with other challenges relating to
climate protection in particular, which also affected other
industrial sectors. There was also uncertainty surrounding the
high punitive tariffs that the USA is threatening to impose on car
imports from the EU, although a final decision by the US
administration is still pending.

The trade problems were compounded in Europe by the
unforeseeable consequences of Brexit and the latent risk of a
general loss of confidence in the stability of Italy’s state finances,
which significantly dampened macroeconomic stimulus. This
applies above all to Germany’s export industry, which is hugely
important to the country’s economic performance and thus also to
the banking sector. Against this backdrop, business with corporate
and small-business customers in Germany is still noticeably under

pressure.
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In Germany, banks’ retail banking business fared better than
business with corporate and small-business customers. It
benefited from robust domestic demand, which was supported by
further growth in consumption. The labour market also remained
stable, despite the threat of job losses in industry. In addition,
Germany is experiencing its third real estate boom since the
1970s. Residential property prices have been rising since 2010 at
rates that are well above comparable parameters such as
consumer prices, rents and disposable income of private
households. Lending business in the German banking sector thus
expanded again, with housing loans increasing by more than 5%
year on year as of September 2019. Consumer instalment loans
increased by almost 2.5% over the same period.

The prospects for the banks’ securities commission business
were also comparatively favourable, with the capital markets
performing surprisingly well given the weakness of the German
industrial economy. The DAX gained around 25% over the course
of 2019. Three key interest rate cuts by the US Federal Reserve
boosted the US stock market, with knock-on effects for the EU and
Germany. The number of private shareholders in Germany is also
likely to have increased again in 2019. However, the future
impetus for share prices will be limited. In addition, there are
plans to introduce a financial transaction tax in Germany similar to
the one already in place in France since 2012. This tax has
changed the stock market in France: trading and turnover in the
shares concerned have fallen noticeably, and spreads between
purchase and selling prices have widened.

In Poland, the business outlook for the banking sector is
currently more favourable from an economic perspective than in
Germany. Macroeconomic performance is still growing
significantly stronger, supported by private consumption. The
Polish economy has also lost momentum in recent months,
however. We therefore expect economic growth to slow noticeably
in 2020. The outcome of the parliamentary elections in autumn
2019 increased the likelihood of a spending offensive and a
consequent deterioration in the budgetary position. There is also a
degree of uncertainty, chiefly due to the smouldering conflict with
the EU over policy issues.

The ECB is not planning to stop its bond purchases until shortly
before it starts raising key rates. This will improve banks’ liquidity
position and financing conditions, but at the same time will put
further pressure on net interest margins and thus adversely impact
earnings in the financial sector. The financing requirements of the
European Commission’s planned green deal could also lead to
green quantitative easing. This is new, because to date none of the
world’s central banks have pursued a monetary policy strongly

oriented towards climate protection goals.

Financial performance, assets,
liabilities and financial position

The Commerzbank Group has applied IFRS 16 “Leases” since
1 January 2019. The application of IFRS 16 has resulted in
changes to the Group’s accounting and measurement methods.
Explanations regarding changes or amendments to the accounting
and measurement methods can be found in Notes 2 and 4 to the
Group financial statements.

The Commerzbank Group’s operating profit for the year came
to €1,258m and was thus stable versus the previous year.
Consolidated profit attributable to Commerzbank shareholders for
the period under review came to €644m.

Total assets of the Commerzbank Group as at 31 December
2019 were €463.6bn, compared with €462.4bn at the end of 2018.

The increase in risk-weighted assets to €181.8bn was mainly
due to the adoption of the international accounting standard
IFRS 16 at the turn of the year and a growth-driven rise in risk-
weighted assets from credit risks. This growth was partly offset by
reductions in risk-weighted assets through the targeted winding-
down of portfolios that are not part of the core business and two
securitisation transactions in the first and fourth quarters of 2019.
In addition, lower risk-weighted assets from market price risks and
fewer risk-weighted assets from operational risks had a largely
compensatory effect.

Common Equity Tier 1 capital was €24.4bn and the
corresponding Common Equity Tier 1 ratio 13.4%.

Income statement of the Commerzbank Group

The individual items in the income statement were as follows in
2019:

At €5,074m, net interest income in the period under review
was 6.9% above the prior-year level. Private and Small-Business
Customers managed to increase its net interest income
considerably year on year. Net interest income in Germany
increased slightly compared with the previous year. Residential
mortgage loans performed well, with new business volume rising
significantly. At mBank, net interest income showed good growth,
driven by an increase both in margins and in the volume of
lending and deposit business. In the Corporate Clients segment,
the negative impact of the low interest rate environment and
intense price competition was more than offset by higher interest

income, especially from lending business.
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Net commission income fell slightly by 1.1% year on year to
€3,056m. In the Private and Small-Business Customers segment,
income in the domestic securities business rose steadily over the
course of the year, due in part to the positive trend on the capital
markets, and was up year on year overall. Income from payment
transaction services also increased, but commission income from
pension business was significantly lower than in the previous year.

Net commission income at mBank was on a par with the previous

year. In the Corporate Clients segment, net commission income
was stable versus the previous year.

The net income from financial assets and liabilities measured at
fair value through profit or loss was €244m in the reporting
period, after €366m in the prior-year period. The decline is
attributable in particular to remeasurement effects in the Others
and Consolidation segment and positive income from restructuring

measures in the Corporate Clients segment in the previous year.

Statement of comprehensive income | €m 2019 2018 Change
Net interest income 5,074 4,748 326
Dividend income 35 36 -1
Risk result -620 -446 -174
Net commission income 3,056 3,089 -34
Gain or loss from financial assets and liabilities measured at fair value
through profit and loss and net income from hedge accounting 348 415 -66
Other profit or loss from financial instruments, income from at-equity
investments and other net income 130 283 -153
Operating expenses 6,313 6,459 -146
Compulsory contributions 453 423 30
Operating profit/loss 1,258 1,242 15
Impairments of goodwill and other intangible assets 28 - 28
Restructuring expenses 101 - 101
Pre-tax profit or loss from continuing operations 1,129 1,242 -113
Taxes on income 367 268 99
Consolidated profit or loss from discontinued operations -18 -10 -8
Consolidated profit/loss 744 964 -221

Consolidated profit or loss attributable to Commerzbank

shareholders and investors in additional equity components 644 862 -219

1 Figures restated due to a change in presentation plus other restatements (see Group financial statements, Note 4).

Other net income was €93m in the reporting period, compared
with €245m a year earlier. This includes €103m from the
completed sale of ebase GmbH. The result for the previous year
includes income from the sale of the group insurance business of
the mBank subsidiary mFinanse in the Private and Small-Business
Customers segment, and from an investment in the Corporate
Clients segment. Income from sales of real estate and interest for
tax refund claims also had a positive effect on net income in the
previous year.

The risk result was €-620m in the reporting period, compared
with €-446m a year earlier. In the Private and Small-Business
Customers segment, the risk result was 8.6% above the prior-year
level. While risk provisions for lending business in Germany were
lower than in the previous year, mBank posted an increase in loan
loss provisions associated mainly with corporate loans. The risk
result of the Corporate Clients segment increased year on year,

mainly due to impairments of individual loan commitments.

Despite ongoing investment in digitalisation and growth,
operating expenses were 2.3% lower year on year in the reporting
period at €6,313m. While personnel expenses were 3.0% above
the prior-year level at €3,543m, in part due to pay scale
adjustments, administrative expenses, including depreciation on
fixed assets and amortisation of other intangible assets, were
reduced by 8.2% to €2,770m. This significant decrease was
primarily due to lower costs for external staff on projects and
lower consulting costs.

Compulsory contributions, which include the European
banking levy, contributions to the Deposit Protection Fund and the
Polish bank tax, have been reported separately since the first
quarter of 2019 and rose by 7.1% to €453m. The increase of
€30m was primarily due to higher regulatory requirements in
Poland.
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Impairments of intangible assets in the amount of €28m were
recognised in the reporting period in the Corporate Clients
segment. Earnings performance in the period under review was
also impacted by restructuring expenses of €101m relating to a
headcount reduction programme brought forward as part of the
implementation of the “Commerzbank 5.0” strategy.

Pre-tax profit from continuing operations was €1,129m,
compared with €1,242m in the previous year.

Tax expense on continuing operations for the period under
review was €367m, compared with €268m in the previous year.
The increase resulted in particular from provisions for tax risks
and impairments of deferred tax assets in the fourth quarter of
2019.

Profit from continuing operations after tax was €762m,
compared with €975m in the prior-year period.

Discontinued operations posted a loss after tax of €-18m. This
includes the income and expenses of the Equity
Markets & Commodities (EMC) division sold to Société Générale.

Net of non-controlling interests, a consolidated profit of €644m
was attributable to Commerzbank shareholders and investors in
additional equity components for the 2019 financial year,
compared with €862m in the previous year.

As Commerzbank Aktiengesellschaft reports its results for the
2019 financial year in accordance with the German Commercial
Code (HGB), the plan is to service all profit-related capital
instruments issued by Commerzbank Aktiengesellschaft for the
2019 financial year. We will put a proposal before the Annual
General Meeting to distribute a dividend of €0.15.

Total comprehensive income, which includes both consolidated
profit/loss and other comprehensive income for the period,
showed a net total of €626m in 2019.

Other comprehensive income of €-118m consists of the sum of
changes in the revaluation reserve (FVOCImR) (€15m), the cash
flow hedge reserve (€13m) and the currency translation reserve
(€106m), changes in companies accounted for using the equity
method (€-4m), changes from the remeasurement of defined
benefit plans not recognised in the income statement (€-180m),

changes in the measurement of equity instruments (FVOCIoR)

(€8m), and changes in own credit spread of liabilities FVO not
recognised in the income statement (€-75m).

Operating profit per share came to €1.00 and earnings per
share to €0.51. The comparable figures in the prior-year period
were €0.99 and €0.69 respectively.

Balance sheet of the Commerzbank Group

Total assets of the Commerzbank Group as at 31 December 2019
were €463.6bn and thus at the same level as at year-end 2018.

The cash on hand and cash on demand fell by €12.8bn to
€41.2bn. The decrease compared with the end of 2018 was due in
particular to a decline in demand deposits held with central banks.

Financial assets at amortised cost increased by €14.5bn to
€293.7bn compared with the end of 2018. The increase compared
with the end of 2018 was largely attributable to a rise in lending
business in the Private and Small-Business Customers and
Corporate Clients segments.

Financial assets in the fair value OCI category were €30.9bn,
up €4.3bn from the end of 2018. This 16.1% rise was largely
driven by an increase in debt securities.

At €30.2bn, financial assets mandatorily measured at fair value
through profit or loss were €3.9bn lower than at the end of the
previous year. The decline was largely attributable to a 16.6%
decrease in loans and advances, especially to central banks.

Financial assets held for trading were €44.8bn at the reporting
date, up €2.3bn on the figure at the end of 2018. Positive fair
values of interest rate derivatives rose by €2.8bn and loans and
advances by €0.7bn, while positive fair values of currency and
equity derivatives decreased by €1.1bn overall. Debt securities
were €1.5bn or 8.6% lower year on year.

Non-current assets held for sale and disposal groups were
€8.0bn, compared with €13.4bn at the end of 2018. The decline
resulted from portfolio transfers in connection with the sale of the
EMC business to Société Générale and from comdirect bank AG’s
sale of ebase GmbH to the FNZ Group.
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Assets | €m 31.12.2019 31.12.2018" Change in %
Financial assets — Amortised cost 293,658 279,160 5.2
Financial assets — Fair value OCI 30,942 26,659 16.1
Financial assets — Mandatorily fair value P&L 30,196 34,073 -11.4
Financial assets — Held for trading 44,840 42,501 5.5
Other assets 64,000 79,993 -20.0
Total 463,636 462,386 0.3
Liabilities and equity | €m 31.12.2019 31.12.2018" Change in %
Financial liabilities — Amortised cost 351,909 346,668 1.5
Financial liabilities — Fair value option 19,964 21,949 -9.0
Financial liabilities — Held for trading 39,366 43,404 -9.3
Other liabilities 21,730 20,953 3.7
Equity 30,667 29,412 4.3
Total 463,636 462,386 0.3

1 Prior-year figures restated (see Group financial statements, Note 4).

On the liabilities side, financial liabilities at amortised cost were up
€5.2bn to €351.9bn compared with the end of 2018. While debt
securities issued fell by €3.1bn, sight deposits — from both private
and corporate customers — increased significantly compared with
the end of 2018.

Financial liabilities under the fair value option decreased by
€2.0bn compared with the end of 2018 to €20.0bn. Deposits were
down by €1.9bn, mainly due to a decline in collateralised money
market transactions in the form of repos.

Financial liabilities held for trading were €39.4bn, down
€4.0bn on the end of 2018. This 9.3% decline was due to the
negative fair values of derivative financial instruments, which were
€2.5bn lower. Delivery commitments arising from short sales of
securities also fell by €1.5bn.

Liabilities from disposal groups were €8.5bn, compared with
€12.9bn at the end of 2018. The decline resulted from portfolio
transfers in connection with the sale of the EMC business to
Société Générale and from comdirect bank AG’s sale of ebase
GmbH to the FNZ Group.

Equity

The equity capital attributable to Commerzbank shareholders
reported in the balance sheet on 31 December 2019 was €28.5bn,
compared with €28.2bn at the end of 2018. Further information on
the change in equity can be found on page 143 ff. of the Group
financial statements.

Risk-weighted assets were €181.8bn as at 31 December 2019,
€1.3bn higher than at year-end 2018. This resulted from effects
that largely compensated each other: the increase in credit risk
reflected, for instance, the adoption of the IFRS 16 international
accounting standard at the turn of the year and the credit growth
in the core segments, including mBank. Parameter effects (mainly
effects from the review of internal credit risk models by the
regulator) also led to higher risk-weighted assets from credit risks.
This growth was partly offset by reductions in risk-weighted assets
through the targeted winding-down of portfolios that are not part
of the core business and two securitisation transactions in the first
and fourth quarters of 2019. Lower risk-weighted assets from
market price risks and lower risk-weighted assets from operational
risks were additional compensating factors, the latter due to model
adjustments to improve the quality of forecasts and the updating
of internal and external loss data.

As at the reporting date, Common Equity Tier 1 capital was
€24.4bn as compared with €23.2bn at 31 December 2018. This
€1.2bn increase arose mainly in connection with the regulatory
eligible profit and lower regulatory deductions. The Common
Equity Tier 1 ratio was thus 13.4%. With the issue of an additional
Tier 1 bond for USD 1bn at the beginning of July, Tier 1 capital
(with transitional provisions) rose to €26.0bn and the
corresponding Tier 1 ratio to 14.3%. The €0.8bn decline in Tier 2
capital was attributable to subordinated liabilities that were no
longer fully eligible due to their residual maturities, final
maturities of issues and the early repayment of instruments
(termination). The total capital ratio was 16.8% as at the reporting
date.



To our Shareholders Corporate Responsibility

Management Report

Risk Report Financial Statements Further Information

67 Basis of the Commerzbank Group

74 Economic report

2 Segment performance

85 Outlook and opportunities report

The leverage ratio based on the CRD IV/CRR rules applicable
on the reporting date, which is equal to Tier 1 capital divided by
leverage exposure, was 5.3% (with transitional provisions) or
5.1% (fully loaded).

The Bank complies with all regulatory requirements. This
information includes the consolidated profit attributable to
Commerzbank shareholders and eligible for regulatory purposes.

Funding and liquidity of the Commerzbank
Group

The liquidity management of the Commerzbank Group is the
responsibility of Group Treasury, which is represented in all major
Group locations in Germany and abroad and has reporting lines in
all subsidiaries.

Liquidity management

comprises both operational and

strategic components. Operational liquidity management

encompasses management of daily payment inflows and outflows,

planning for payment flows expected in the short term and

management of access to central banks. The division is also
responsible for access to unsecured and secured sources of
funding in the money and capital markets and the management of
the liquidity reserve portfolio. Strategic liquidity management
involves managing maturity profiles for liquidity-relevant assets
and liabilities within specified limits and corridors. Additional
information on this subject can be found in the “Liquidity risk”
section of the Group Management Report.

Guidelines for the funding profile and funds are derived from
the business strategy and reflect risk tolerance. The Group’s
funding is appropriately diversified in terms of investor groups,
regions, products and currencies. Top-level decisions about
liquidity management are taken by the central Asset Liability
Committee (ALCO), which meets at regular intervals.

The quantification and limitation of liquidity risks is carried out
via an internal model in which expected cash inflows are
compared against expected cash outflows. The limits set are
monitored by the independent risk function. ALCO and the Board
of Managing Directors receive regular reports on the liquidity risk

situation.

Capital market funding structure’
As at 31 December 2019

Promissory notes 12%

Subordinated debt 12%

’

Covered bonds 48%

about €66bn

Unsecured bonds 28%

' Based on reported figures.

Commerzbank had unrestricted access to the money and capital
markets throughout the reporting period, and its liquidity and
solvency were also adequate at all times. It was always able to
raise the resources required for a balanced funding mix and
continued to enjoy a comfortable liquidity position in the period
under review. The Commerzbank Group raised a total of €9.0bn in
long-term funding on the capital market in 2019. The average
maturity of all issues made during the reporting period was
around eight years.

In the unsecured area, Commerzbank Aktiengesellschaft issued
preferred senior benchmark bonds with a total volume of €2.75bn
and maturities of five years and seven years respectively in the
period under review.

Two non-preferred senior bonds with a volume of €500m each
and maturities of five years and seven years respectively were also
placed. €0.9bn in private placements were also issued. mBank
issued a preferred senior bond with a volume of CHF125m.
Commerzbank Aktiengesellschaft issued its first additional Tier 1
bond in July. The bond had a volume of USD1bn and a fixed
coupon of 7.0% per annum. It has a perpetual maturity, with the
first call date in April 2025. The bond terms provide for a
temporary write-down in the event that the Bank’s Common Equity
Tier 1 ratio drops below 5.125%. The issue will further strengthen
and optimise the structure of the Bank’s regulatory capital. The
subordinated bond meets the criteria set out in the Capital
Requirements Regulation (CRR) for additional Tier 1 capital. The
bond was mainly purchased by foreign investors, who accounted

for 96% of the volume.
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In the secured area, mortgage Pfandbriefe with a total volume
of €3.1bn were issued, including two benchmark issues in January
with a volume of €1bn each and maturities of five and fifteen years

respectively, and a nine-year bond with a volume of €0.5bn issued

in December. Private placements accounted for €0.5bn. In
addition, mBank issued €0.3bn in Polish covered bonds.

Commerzbank was able to place its issues with a broad range
of domestic and foreign investors.

Group capital market of 2019
Volume €9.0bn

Additional Tier 1

Preferred senior
bonds
bond €0.9bn/ ~ €3.5bn
Non-preferred Unsecured
senior bonds bonds
€1.2bn €5.6bn

other Covered

bonds Pfandbriefe €3.1bn
€0.3bn
Secured
bonds
€3.4bn

At the end of 2019, the Bank had a liquidity reserve of €72.4bn in
the form of highly liquid assets. The liquidity reserve portfolio
functions as a buffer in stress situations. It is funded in line with
the liquidity risk appetite to ensure that it is kept at the required
size throughout the entire reserve period stipulated by the Board
of Managing Directors. A part of this liquidity reserve is held in a
separate stress liquidity reserve portfolio managed by Group
Treasury to cover liquidity outflows should a stress event occur
and to ensure solvency at all times.

The Bank also holds an intraday liquidity reserve portfolio. At
the end of the year, the total value of this portfolio was €6.3bn. At
132.72% 12 month-end
Commerzbank was well above the minimum 100% level required

(average of the last values),
for the liquidity coverage ratio (LCR). Further information on the
LCR can be found in Note 65 to the Group financial statements.
Commerzbank’s liquidity situation therefore remains comfortable
given its conservative and forward-looking funding strategy. The
Bank is not currently drawing on central bank liquidity facilities.

Summary of 2019 business position

2019 was another tough year for the banking industry and thus

also for Commerzbank, marked by a combination of

macroeconomic  uncertainties, in particular the further
intensification of global trade conflicts, and the pressure on
margins triggered by the ECB’s September decision to further
ease monetary policy. Against this background, we nevertheless
succeeded in acquiring new customers in both market segments
and expanding our lending and securities volume. The strategic
objective of further simplifying the business was also driven ahead
as planned last year: The Asset& Capital Recovery segment was

dissolved on 1 July 2019 following the successful winding down of

assets over the last few years, with the remaining portfolios
transferred to Others and Consolidation and to the Private and
Small-Business Customers segment. In addition, since the middle
of the year digital products and services have been developed in
the new cluster delivery organisation. This enables us to deliver
functioning products and services for our customers to our sales
force faster than in the past. We also further strengthened the
Bank’s capital structure with the issue of an additional Tier 1
bond, partially in response to the amended regulatory
requirements imposed by the European Banking Authority.

Overall, however, despite all the progress made in terms of
business policy, it was obvious that we had to respond to the
changed and ever tougher framework conditions. The world is
turning faster and faster, and innovation cycles are getting shorter
and shorter. Our customers’ wishes regarding our digital and
mobile offerings and personal advisory services are evolving very
rapidly.

In an increasingly difficult environment, we almost or entirely
met the core objectives we had set for 2019 in terms of both
income and costs.

The Private and Small-business Customers segment made good
progress in implementing its strategic measures in the 2019
financial year: Progress was made in digitalising services and
processes and expanding and bringing together the distribution
channels. In November, the new advisory model for private
customers was launched in the domestic branch business. Despite
the ongoing challenging conditions, the growth strategy was also
successfully advanced in 2019. With more than 473,000 net new
customers and growth of €35bn in the volume of loans and
securities accounts, 2019 ended as a successful year. The portfolio
volume in loans and securities in Germany amounted to a total of
€261bn at the end of the year. The goal of increasing assets under
control in Germany to over €400bn by the end of 2020 was nearly
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achieved in 2019, despite the sale of the comdirect subsidiary
ebase and the associated outflow of assets. The Bank also made
progress in 2019 in the core objective of growth, significantly
surpassing the previous year’s result. For example, the volume of
new business in residential mortgage lending grew by around 5%
versus 2018 to around €14.0bn. The segment proved to be robust
in the face of adverse conditions, particularly with respect to the
interest rate environment and slowing economic growth, and was
able to increase total operating income in the 2019 financial year.
We also succeeded in reducing operating expenses, which led to a
significant improvement in the cost/income ratio. Although there
was a marked rise in the risk result, it remained at a historically
low level. Overall, the segment’s operating profit rose in line with
the forecast. The operating return on equity improved slightly year
on year.

The 2019 reporting year presented several challenges for the
Corporate Clients segment, including the tightening of already low
interest rates, intense price competition in the German market and
a macroeconomic environment fraught with uncertainties that
weighed most heavily on international trade relationships. As a
result, our expectations of a slight rise in income could not be met
in the course of the year. Higher interest income from lending
business was offset in particular by lower net income from
financial assets and liabilities measured at fair value through profit
or loss. As expected, the risk result increased significantly due to

the impairment of individual credit exposures and — contrary to
our forecast — led to a significant decline in operating profit. The
anticipated and achieved slight reduction in the cost base proved
insufficient to keep the cost/income ratio stable and it moved up
year on year.

At Group level, income before risk result, adjusted for one-off
effects such as the sale of ebase in the reporting year and the
disposal of the group insurance business in the previous year, was
slightly below our expectations at €8.6bn. Despite the difficult
framework conditions, however, the previous year’s figure was
matched thanks to a further improvement in income quality.

Higher charges for regulatory expenses were offset through
strict cost management. As expected, total operating expenses
were lower than in the previous year at €6,766m. The net return
on equity of 2.4% was markedly lower than the prior-year level of
3.4%, while the

contributions rose mostly in line with expectations, increasing by

cost/income ratio including compulsory
2.0 percentage points to 78.3%.

The Common Equity Tier 1 ratio rose to 13.4% at the end of
2019 from 12.9% at the end of 2018 and was thus well above the
target ratio expected for the reporting year. The increase resulted
mainly from regulatory eligible profit and reduced regulatory
deductions.
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Segment performance

The comments on the segments’ results are based on the segment
structure described on pages 67 and 247 ff. of the notes to the
Group financial statements. The Asset & Capital Recovery segment
was dissolved on 1July 2019 following the successful winding
down of assets over the last few years, with the remaining
portfolios transferred to Others and Consolidation and to the
Private and Small-Business Customers segment. The result
achieved by the Asset & Capital Recovery segment up to the point
of dissolution is shown in the segment reporting in Note 61 to the
Group financial statements.

More information and explanations regarding restatements of
prior-year figures can be found in Notes 4 and 61 to the Group

financial statements.

Private and Small-Business
Customers

The Private and Small-Business Customers segment encompasses
branch business in Germany, comdirect Group, Commerz Real and
the mBank Group.

The segment again saw growth in net new customers and
assets under management in 2019. With around 11.3 million
customers in Germany and roughly 5.6 million in Poland, the
Czech Republic and Slovakia, Commerzbank is one of the leading

banks for private and small-business customers in these markets.

Performance
€m 2019 2018’ Change in
%/%-points
Income before risk result 4,913 4,806 2.2
Risk result -253 -233 8.6
Operating expenses 3,529 3,586 -1.6
Compulsory contributions 285 252 13.1
Operating profit/loss 846 735 15.1
Average capital employed 5,361 4,751 12.8
Operating return on equity (%) 15.8 15.5 0.3
Cost/income ratio in operating business (%) — excl. compulsory
contributions 71.8 74.6 -2.8
Cost/income ratio in operating business (%) — incl. compulsory
contributions 77.6 79.9 -2.2

' Figures restated due to a change in presentation plus other restatements (see Group financial statements, Notes 4 and 61).

The Private and Small-Business Customers segment proved to be
robust in the face of adverse conditions, particularly with respect
to the interest rate environment and slowing economic growth,
and was able to increase total operating income in the 2019
financial year. It also succeeded in reducing operating expenses.
Although the risk result saw an increase in loan impairments, it
remained at a historically low level. Overall, the segment’s
operating profit rose by €111m to €846m.

Total segment income before risk result was €4,913m in the
year under review, up €107m on the prior-year figure. Net interest
income in Germany increased slightly compared with the previous
year. Residential mortgage loans performed well, with new
business volume rising significantly. At mBank, net interest
income showed good growth, driven by an increase both in
margins and in the volume of lending and deposit business. Net
interest income for the segment rose sharply by €144m overall to

€2,722m. Net commission income was almost unchanged year on

year at €1,914m. Income in the domestic securities business rose
steadily over the course of the year, due in part to the positive
trend on the capital markets, and was up year on year overall.
Income from payment transaction services also increased, but
commission income from pension business was significantly lower
than in the previous year. Net commission income at mBank was
on a par with the previous year.

Other earnings components, which include net income from
financial assets and liabilities measured at fair value through profit
or loss and other net income, totalled €277m, €23m below the
prior-year figure. Income of €103m from the sale of the comdirect
subsidiary ebase GmbH was posted in the year under review,
while a gain of €52m for mBank from the sale of the group
insurance business of its subsidiary mFinanse was reported in
2018. mBank’s other net income in the period under review was
impacted by an allocation of €79m to provisions for legal risks in
connection with mortgage loans in foreign currency.
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The risk result was €-253m, up 8.6% on the prior-year level.
While risk provisions for lending business in Germany were lower
than in the previous year, mBank posted an increase in loan loss
provisions associated mainly with corporate loans.

The reduction of €57m in operating expenses to €3,529m
primarily reflected the measures taken to improve cost efficiency
in Germany. At mBank, operating expenses were largely stable
year on year. The strong year-on-year increase of €33m to €285m
in the segment’s expenses for compulsory contributions, which
are reported separately, was largely attributable to mBank, where
the European banking levy and the Polish bank tax increased by a
total of €32m.

Overall, the Private and Small-Business Customers segment
posted a pre-tax profit of €846m in the reporting year, compared
with €735m in the previous year.

Corporate Clients

The Corporate Clients segment comprised four reporting areas in
2019. The Mittelstand, International Corporates and Financial
Institutions divisions are responsible for business with our core
customers: the Mittelstand division covers Mittelstand customers
and domestic large corporates with the relevant products they
require. The International Corporates division looks after
corporate customers headquartered abroad and large German
multinational companies. The Financial Institutions division is
responsible for managing relationships with banks in Germany
and abroad and central banks.

The segment offers customers the complete range of products
of an international full-service bank, from traditional credit
products, individually tailored financing solutions, cash
management and trade finance, investment and hedging products
and customised capital market solutions. The Other Result division
handles all business that either has a cross-segment risk
management function or falls outside the strategic focus of the
Corporate Clients segment. These mainly relate to assets
transferred from the former Non-Core Assets and Portfolio
Restructuring Unit run-off segments and effects from hedging
positions.

The performance of the Equity Markets &§ Commodities (EMC)

division is reported separately in view of the sale.

Performance
€m 2019 2018’ Change in
%/%-points
Income before risk result 3,241 3,414 -5.1
Risk result -342 -194 76.2
Operating expenses 2,453 2,503 -2.0
Compulsory contributions 118 119 -0.9
Operating profit/loss 328 597 -45.0
Average capital employed 11,895 10,770 10.4
Operating return on equity (%) 2.8 55 -2.8
Cost/income ratio in operating business (%) — excl. compulsory
contributions 75.7 73.3 2.3
Cost/income ratio in operating business (%) - incl. compulsory
contributions 79.3 76.8 2.5

1 Figures restated due to a change in presentation plus other restatements (see Group financial statements, Notes 4 and 61).

The 2019 reporting year presented several challenges for the
Corporate Clients segment, including the tightening of already low
interest rates, intense price competition in the German market and
a macroeconomic environment fraught with uncertainties that
weighed most heavily on international trade relationships. A
positive earnings trend in customer business was offset by

markedly lower income from the Others division, whose earnings

in the previous year were boosted by a range of factors including
positive effects from restructuring. Overall, the Corporate Clients
segment posted an operating profit of €328m in the year under
review, compared with €597m in the previous year. Higher
interest income from lending business was offset in particular by
lower net income from financial assets and liabilities measured at
fair value through profit or loss.
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The Mittelstand division benefited from the segment’s strong
market position, which was chiefly reflected in a higher total
lending volume and solid earnings performance. The International
Corporates division recorded a positive performance. Earnings
growth was achieved in the lending business in particular, but also
in other areas such as hedging transactions for our customers. The
Financial Institutions division recorded income growth in the year
under review, particularly in international trade finance. In the
Others division, the positive result from restructuring measures in
the previous year raised the benchmark for the earnings
comparison, meaning that income in the year under review failed
to match the prior-year figure. The prior-year figure also included
income from non-strategic portfolios such as Commercial Real
Estate, which were further wound down.

In the period under review, income before risk result was
€172m lower than in the prior-year period at €3,241m. Net
interest income rose by €84m to €1,861m. The increase was
mainly due to a higher contribution from lending business. Net
commission income was stable year on year at €1,177m. Net
income from financial assets and liabilities measured at fair value
through profit or loss fell sharply to €187m. This was €237m
lower than the figure for the prior-year period, which included
positive income from restructuring measures.

The risk result increased year on year, mainly due to
impairments of individual loan commitments. The risk result was
€-342m in the period under review, compared with €-194m in the
previous year.

Operating expenses were €2,453m, down €50m on the prior-
year figure. Investments in strategic development were
successfully offset. The reduction in operating expenses was
achieved ahead of schedule thanks to strict cost discipline and
made a significant contribution to earnings.

The reported compulsory contributions of €118m related to
regulatory expenses and were largely unchanged from the

previous year.

Impairments of intangible assets in the amount of €28m were
recognised in the reporting period.

Overall, the segment posted a pre-tax profit of €301m
compared with €597m in the prior-year period.

Others and Consolidation

The Others and Consolidation segment contains the income and
expenses which are not attributable to the business segments.
Others covers, for example, Group Treasury, equity holdings not
allocated to the business segments and overarching specific
individual matters such as expenditure on regulatory fees.
Consolidation reconciles the figures shown in segment reporting
with the Group financial statements in accordance with IFRS.
Others and Consolidation also covers staff, management and
support functions, which are likewise charged to the segments.
For these units, restructuring costs are an exception to transfer
charging, as they are reported centrally in the division.

The Others and Consolidation segment reported an operating
result of €53m for 2019, compared with €-124m in the prior-year
period. The improvement was driven to a large extent by higher
income in Group Treasury, which was mainly attributable to better
management of interest rate and currency risk due to positive
market trends, a net positive effect from the recognition and
reversal of provisions, and a positive valuation of equity
investments. This was offset by a number of factors including one-
off income from sales of real estate in 2018 and the result from the
portfolios of the dissolved Asset& Capital Recovery segment,
which were transferred to the Others and Consolidation segment
in 2019. Others and Consolidation recorded a pre-tax loss of €-
48m for 2019. This figure included restructuring expenses of
€101m relating to the implementation of the “Commerzbank 5.0”

strategy.
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Future economic situation

The world economy is likely to see only modest growth in 2020,
with positive economic factors partially neutralised by braking
factors. On the plus side, loose monetary policy is driving the
economy in many countries. In addition, a cautious
rapprochement is emerging on the trade front following the
agreement of an initial partial deal between the USA and China.
The de-escalation should help reduce the uncertainty surrounding
trade policy in 2020, which will be a positive step for the economy
compared with 2019.

Companies are likely to remain fundamentally wary, however.
The conflict between the USA as an established power and China
as a rising power has little chance of being resolved, meaning that

the trade conflict could escalate again after the presidential

elections in November 2020, regardless of the election outcome,
because the Democrats also essentially support the incumbent
president’s protectionist policy.

China will also remain a burden for the global economy. The
country is suffering not only from higher US tariffs and uncertainty
about the long-term development of the trade conflict, but also
from high levels of debt, particularly among China’s state-owned
enterprises, which have been under pressure to cut costs for some
time. In addition, the impact of coronavirus is likely to put a brake
on economic growth in the first quarter, which is why China is
again unlikely to be a driver of the global economy in 2020.

The upturn in the USA will continue in 2020, but US growth is
also likely to be weaker than in 2019 at 1.7%, partly because the
full-employment economy is increasingly reaching the limits of

production.

Real gross domestic product Change from previous year 2019 20207 20217
USA 2.3% 1.7% 1.8%
Eurozone 1.2% 0.9% 1.1%
Germany 0.6% 0.8% 0.8%
Central and Eastern Europe 1.8% 1.9% 2.0%
Poland 4.3% 3.1% 3.7%

1 The figures for 2020 and 2021 are all Commerzbank forecasts.

The eurozone economy is likely to outperform the German
economy again in 2020 due to its lower dependence on foreign
trade, with growth of 0.9%. By ratifying the Brexit agreement, the
European Parliament has cleared the way for Britain’s withdrawal
from the European Union (EU). This brings relief momentarily, but
the future relationship between the UK and the EU still has to be
negotiated. The timescale for this is very tight, as the transition
period expires at the end of 2020. We expect an extensive free
trade agreement to be concluded, which would mean no
fundamental changes at least for the trade in goods between the
UK and the EU.

Weaker growth in important German export markets suggests
only a minor upward trend for Germany in 2020. As leading
indicators are still pointing downwards, the German economy is
likely to remain largely stagnant in the first few months of the new
year. Slightly positive growth rates should then return from spring
onwards, culminating in growth of 0.8% for 2020.

Domestic demand remains robust, however, suggesting that
Germany’s economy is unlikely to slip into recession. Higher wage
increases will strengthen the purchasing power of working
households, and the employment rate will probably continue to
rise despite job cuts in industry. Both these factors point to
consumer demand remaining buoyant. At the same time, low
interest rates will continue to boost investment.

The expansive monetary policy on both sides of the Atlantic
will also continue to shape the picture on the financial markets in
2020. The absence of a classic economic upswing and the
continued failure to meet the inflation target of just under 2% are
arguments for the ECB maintaining its expansive monetary policy
in 2020. It will continue to purchase bonds at a net pace of €20bn
per month. The US Federal Reserve may even cut key interest
rates by a further 25 basis points in spring to secure the upswing.
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The low interest rate environment will therefore not change in
2020. The yield on ten-year German government bonds is likely to
remain between -0.5% and -0.2% in 2020. The euro is likely to
appreciate against the US dollar in 2020. This will not be due to

the strength of the euro, however, but to a weakening of the dollar.
On the stock markets, subdued economic growth is likely to limit
price potential. We thus expect the DAX to be at 13,700 points at
the end of 2020, only slightly higher than at the end of 2019.

Exchange rates 31.12.2019 31.12.2020" 31.12.2021"
Euro/US-dollar 1.12 1.10 1.14
Euro/Sterling 0.85 0.87 0.86
Euro/Zloty 4.25 4.20 4.30

1 The figures for 2020 and 2021 are all Commerzbank forecasts.

Future situation in the banking
sector

According to the latest financial stability reports published by the
Deutsche Bundesbank and the ECB in November 2019, the
German financial system remains vulnerable to weak economic
development. Although there are still no alarming signs of
declining lending standards or excessive credit growth, future
risks could be underestimated and the value of loan collateral such
as real estate overestimated. An unexpected economic slump and
an abrupt rise in risk premiums would result in substantial losses
from bad debts and could have a severe impact on the banking
sector. Germany would also be exposed to significant risks in the
event of a sudden rise in interest rates. This is attributable to the
expansion of maturity transformation undertaken by banks in
order to stabilise their income from interest business. Almost half
of the new housing loans granted in 2019 have a fixed interest
period of more than ten years.

The financial stability reports also indicate that the profitability
of the German banking sector is still relatively low. The
cost/income ratio of German banks is seen as the key weakness
when assessing their earnings situation. According to data from
the latest risk assessment conducted by the EBA, this is essentially
a revenue problem rather than a cost problem. Further spending
cuts would have to be implemented for Germany to survive in
international competition, but this would seem difficult to achieve
given the highly competitive nature of the banking structure and
the urgent need for investment in new technologies.

In contrast to the cost situation, the earnings of German banks
relative to their total assets are the lowest in the eurozone. The
most important contribution to banks’ operating income is
generally made by interest-related business. While net interest
income, the balance of interest income and interest expense, rose
year on year, it is still below its long-term average. Increased
revenues could only be achieved by not only raising lending rates
and fees but also introducing negative interest rates for customer
deposits on a broad basis. Even the ECB’s decision to introduce a
two-tier system for reserve remuneration that exempts part of
banks’ excess liquidity holdings from the negative deposit rate will
do little to change the negative consequences of the low interest
rate environment. The introduction of negative interest rates for a
growing number of customers, especially wealthy customers, is
therefore being considered.

The stabilisation of net interest income in 2019 was only
achieved through volume growth and not by expanding tight
margins. This will not change in the coming months. The
possibilities for generating revenues from trading activities are still
very limited. All in all, increasing earnings represents a major
challenge given the cut-throat competition in Germany. The same
applies to improving the quality of revenues, not just their volume.
As a result, the profits of German banks are unlikely to increase on
average in the foreseeable future.

The German banking market is in general facing a major
upheaval. The next decade will see a drastic reduction in the
number of institutions and even more intense competition. This is
because more and more global technology groups, fintech
companies, foreign banks and market infrastructure providers
such as stock exchanges, clearing houses and information service
providers are now offering traditional banking products.



To our Shareholders Corporate Responsibility

Management Report

Risk Report Financial Statements Further Information

67 Basis of the Commerzbank Group

74 Eco

ymic report

82 Segment performance

00

Due to the earnings problems, cost reduction remains the main
issue for German banks. The digitalisation of business processes
will therefore proceed at a rapid pace, not least so that banks can
compete for customers who expect easy-to-use, seamlessly
integrated product solutions. Up to now, many banks have
generally concentrated more on the pure digitalisation of
processes rather than on actively exploiting the data generated
and the potential added value that results. In the future, big data
will therefore become massively more important in the financial
services sector. The same applies to IT security. The protection of
data networks and appropriate staff training are an ongoing
process for the banking sector. The same applies to ensuring
compliance with the legal and regulatory requirements.

With the current EU banking package, further key elements of
the Basel 3 framework are now being implemented at European
level through amendments to the Capital Requirements Regulation
(CRR II) and Capital Requirements Directive (CRD V). The new
rules include more risk-sensitive capital requirements, particularly
with regard to market risk, and the introduction of a binding
leverage ratio and a binding structural liquidity ratio. In addition,
banks must in future hold a minimum amount of capital that is
available to cover losses in the event of restructuring or resolution.
Fulfilment of the additional Pillar 2 capital requirement has been
simplified. From 2021 onwards, around 44% of this requirement
can be covered by additional Tier 1 (AT1) capital and Tier 2
capital, instead of exclusively with Common Equity Tier 1 (CET1)
capital as was previously the case.

However, the entry into force of the EU banking package
referred to above does not mean that the reform of European
banking regulation has been completed. The European
Commission has already started work on CRR III and CRD VI,
which will implement new approaches for calculating risk-
weighted assets and thus the capital requirements for credit risk,
abolish the model-based approach for operational risk, revise the
procedure for calculating credit value adjustments in derivatives
business and introduce a lower limit for the capital requirement
(output floor) for institutions that calculate their risks using
internal models. According to the EBA, this output floor will
significantly increase capital requirements, especially for global
systemically important institutions in the EU.

The capital buffers introduced for the first time under Basel 3
also serve the goal of strengthening banks’ ability to absorb losses.
Such macroprudential measures are designed to make the
financial system as a whole more crisis-resistant, thus better
protecting the real economy. One of these tools is the

countercyclical capital buffer. It is designed to counteract
excessive restrictions on lending in downturns and excessive

expansion in upturns.
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In response to the existing cyclical systemic risks, BaFin
increased this countercyclical capital buffer from 0% to 0.25% of
risk-weighted domestic exposures as of 1July 2019. From 1 July
2020, banks must take this premium into account when calculating
their institution-specific buffer rate.

While the German real estate sector is currently booming, and
construction along with it, industry in particular is pessimistic
about the coming months. As already outlined in the section on
the sector environment, the weakness is persisting, particularly in
the export-oriented manufacturing sector that is so important to
Germany’s economic performance. Further declines in exports will
hit banks’
backdrop, business with corporate and small-business customers

interest and commission business. Against this
in Germany is likely to come under increasing pressure.

Local retail customer business, meanwhile, continues to benefit
from robust private consumption and ongoing high demand for
residential mortgages. The latter is being driven by the lack of
affordable housing and the related boom in new building, and in
particular by the persistently low level of interest rates. The labour
market situation is also still favourable at present, although there
are increasing signs of a gradual slowdown. A number of large
companies have announced that they intend to cut jobs in the
future. At the same time, the earnings potential of retail customer
business remains limited due to the strong national competition
among banks and the narrow interest margins. Furthermore, 2020
will again be a year with no sign of a traditional cycle of interest
rate hikes in the eurozone. There is still no prospect of a turning
point in monetary policy or a perceptible steepening of the yield
curve. Banks thus remain exposed on this front, and market
participants’ incentives to place their money in risky investments
are not weakening.

Although the Brexit agreement has been ratified, the ongoing
Brexit process will pose considerable risks for the European
banking sector. On the one hand, if the UK government lowers
regulatory standards to strengthen London as a financial centre,
the competitive position of the banks in the remaining EU
countries would be harmed. On the other hand, if London,
Europe’s financial centre, loses its unrestricted access to the
European single market, this will increase fragmentation in
investment banking and profitability will suffer as a result. In the
worst-case scenario, according to the Deutsche Bundesbank,
bottlenecks, frictions and an absence of licenses might mean some
activities have to be shut down entirely.

The Polish banking sector has ultimately proved itself to be
comparatively robust in assessments of financial stability. There
are risks, however, from the growing volumes of unsecured

consumer loans and mortgage loans in zloty.
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A law was adopted in July 2019 to support private borrowers in
default. The new law came into force as of January 2020 and
makes it easier for such borrowers to obtain assistance with the
repayment of their real estate loans denominated in Polish zloty
and foreign currency than was previously the case with the
support fund. The monthly support payments were also increased
and extended.

There are currently numerous lawsuits pending in Poland
relating to Swiss franc real estate loans with indexing clauses. At
the beginning of October 2019, the European Court of Justice
(EC)) issued a judgement on the consequences under Polish law of
an abusive indexing clause. The ECJ did not issue a legal decision
on when an indexing clause may be declared abusive in a given
case. Even after the ECJ decision in October 2019, Polish case law
on loans with indexing clauses has so far been inconsistent
overall. This and the number of judgements handed down since
then are not sufficient for a reliable estimate of future case law.
The banking sector in Poland - and thus also Commerzbank
through its present majority stake in mBank — may therefore be
faced with considerable costs, especially for litigation. The
provisions for these risks may need to be adjusted significantly in
the future.

Climate change is one of the great challenges of our time. From
the perspective of macroprudential supervision, it is crucial that
the financial system proves sufficiently resilient to the
uncertainties and risks of climate change and that no systemic
risks build up. For this reason, the EBA is thinking about
anchoring climate and environmental risks more firmly in banks’
risk management in the coming years.

Overall, the fundamental transformation of the FEuropean
banking system will continue. The sector is now smaller, more
clearly focused on its core functions and less profitable, but
probably also more robust and resilient to future crises. Further
steps on the road to the European banking union will follow. This
includes proposals to ease capital and liquidity restrictions in
multinational banking groups. The political efforts to advance the
European banking union are also supported by a ruling made by
the German Federal Constitutional Court at the end of July 2019,
which states that the European banking union and thus the

responsibility of the ECB in banking supervision is compatible
with German constitutional law.

Traditionally, financial services have been provided by
integrated universal banks covering the entire value chain of
distribution, production and infrastructure. With the advent of
digitalisation, a simplified combination of partial services from a
diverse range of providers in the value chain is now also being
offered in the financial services industry. By modularising offers to
perfectly fit specific requirements, customers can enjoy an
uninterrupted shopping experience with no annoying transitions
between the different providers involved. We expect this trend to
also take hold in the financial industry. The interface to the
customer is of paramount importance in modularisation. Whoever
is positioned at this interface will be customers’ primary contact in

the future.

Financial outlook for the
Commerzbank Group

Planned funding measures

Commerzbank anticipates that its capital market funding
requirement over the coming years will be on the order of €10bn.
Commerzbank offers a broad range of products in the capital
market. In addition to unsecured funding instruments (preferred
and non-preferred senior bonds and Tier 2 subordinated debt),
when refinancing Commerzbank can also issue secured funding
instruments, in particular mortgage Pfandbriefe and public-sector
Pfandbriefe. As

Commerzbank’s funding mix. These give Commerzbank stable

such, Pfandbriefe are a key element of

access to long-term funding with cost advantages compared with
unsecured sources of funding. Issuance formats range from large-
volume benchmark bonds to private placements. Commerzbank
does not anticipate any negative effects on the placing of long-
term funding instruments in connection with Brexit.
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By regularly reviewing and adjusting the assumptions used for
liquidity management and the long-term funding requirement,
Commerzbank will continue to respond actively to changes in the
market environment and business performance in order to secure
a comfortable liquidity cushion and an appropriate funding

structure.

Planned investments

Commerzbank plans to invest around €0.7bn in 2020. Two-thirds
of the investments will go towards the ongoing digitalisation of the
Group’s products and processes, enabling Commerzbank to
provide its services more efficiently and faster in future. The
remaining third will be for regulatory measures.

Private and Small-Business Customers

The main investment targets for the branch bank in 2020 are the
central initiatives relating to the “Commerzbank 5.0” strategy. In
the Private and  Small-Business  Customers segment,
Commerzbank is expanding mobile banking under a mobile first
strategy. It also plans to better exploit the potential offered by the
expanded customer base, with the targeted use of data and
algorithms permitting the creation of customised offerings for
cross- and up-selling. The segment intends to continue acquiring
new customers in 2020. Commerzbank will also digitalise its
products and processes and further simplify the product range. At
the same time, the Bank will maintain a personal presence through
its nationwide branch network and further develop its existing

relationship management model.

In line with the mobile first strategy, the ability to complete
transactions in products on the ONE digital platform is being
increased with the aim of creating a consistent digital and
personal customer experience across all relevant touchpoints.
Another large portion of the investments will go towards the
further expansion of the instalment credit platform and the
digitalisation of the investment business. The banking app is to be
enhanced with securities brokerage functions. A key element of
the investments is the development of marketing and sales
expertise on digital channels, with automated data and control
intelligence designed to enable a targeted customer approach and
continued new customer growth. A new pricing and premium
strategy is intended to give customers more choice and support
profitable growth.

One central component of the strategy involves “making the
customer more digital”. This includes the ability to solve an
increasing number of service issues digitally, particularly via the
app, and developing the app into a fully fledged channel boasting
top usage and interaction statistics.

2020 will also see further investment devoted to making the
structure of the branch business more efficient and continuing the
of the model. The
restructuring of the branch network will move ahead, with a focus

development relationship management
on opening more city branches. The range of services will
continue to be differentiated by location, with a focus on
maintaining a local presence. The Customer Centre will also be
further expanded.

The implementation of a wide range of regulatory requirements
is also on the agenda for the current year. The aim is to further

minimise the compliance risk.
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To this end, there will be a particular focus on investments
relating to the implementation of the EU Price Regulation, further
requirements under the Payment Services Directive (PSD2) and
the digitalisation of the know-your-customer process. Other
investment priorities include the restructuring of securities
processes and adjustments in securities investment advisory
services to meet the requirements of new suitability and
sustainability regulations. In addition, tax compliance in Germany
and abroad must be ensured by implementing the regulatory
requirements in a timely manner and in accordance with the
specifications through automated processes. The integration of
comdirect is also due to begin in the fourth quarter of 2020
following the successful squeeze-out. This will be accompanied by
corresponding investments.

mBank is planning investments in the 2020 financial year to
strengthen its leading competitive position and continue the
optimisation and automation of customer-related and internal
processes. In line with mBank’s business strategy, planned
investments include the further development of bank transactions
such as express transfers, the Payment Assistant to support the
creation of standing orders, and the Personal Finance Manager
with its enhanced expenditure analysis. The mobile banking
application will also be expanded to include financial investment
functions and a new brokerage service, for which development
started in 2019. The expansion of mBank’s online banking
platform will continue in 2020. The navigation will be revised,
money transfers both within Poland and to EU countries will be
simplified, and the platform will be expanded to include tools for
people with visual impairments. A project to accelerate growth in
retail banking in the Czech Republic and Slovakia will also be
continued in 2020. The focus will remain on projects aimed at
continuously increasing process efficiency and optimising costs,
such as the digitalisation of sales processes in corporate customer
business. mBank will also invest in 2020 in measures to implement

regulatory requirements.

Corporate Clients

The investments in the Corporate Clients segment in 2020 will
again be concentrated on the programmes adopted as part of the
“Commerzbank 5.0” strategy. To support growth in the segment’s
Mittelstand,
Institutionals — investments will mainly be made in the expansion

core areas -— International ~Corporates and
of the sales organisation and back office areas in Germany and
other European countries. In particular, the expansion of the
European IT platform will be driven forward to maintain and
develop competitive products. The programme aims to expand the
market position in Germany and other European countries and
gain market share by aligning growth measures with the

requirements of the sales organisation and customers.

Investments will also be made in extending the sector approach,
which has already been successfully established, to include the
servicing of corporate customers eligible for the capital market.

The digitalisation projects will be continued with the aim of
further increasing the degree of digitalisation and creating more
customer care time by reducing administrative tasks in sales.

The active management of compliance risks will also be further
developed through the expansion of compliance-related processes
in customer business.

IT & Operations
Commerzbank will continue in 2020 with the ongoing optimisation
of the IT structure. There will also be further significant
investment in payment transactions and securities processing. In
mid-2018, Commerzbank entered into a strategic partnership in
payments processing with the payment processing provider
equensWorldline. Elements of the planned integration of the direct
banking subsidiary comdirect will be implemented as part of the
partnership with HSBC Transaction Services GmbH, which is
currently being set up. Through these two IT infrastructure
projects, Commerzbank is continuing to streamline its operations
so that it can concentrate fully on the strategic restructuring. On
the IT side, the focus is on modernising the IT architecture and
putting the technological base on a more professional footing.
Investments to increase automation and boost IT and operational
stability are also planned.

Ever stricter regulatory requirements mean Commerzbank
needs to make further substantial investments in 2020 in order to

comply with national and international standards.

Anticipated liquidity trends

In the fourth quarter of 2019, events on money and capital
markets in the eurozone were again largely dictated by the
monetary policy measures implemented by the ECB to support the
economic recovery in the eurozone and by the political uncertainty
created by trade conflicts and Brexit.

At the end of September 2019, the ECB decided to implement
further central bank measures in response to the economic
slowdown and declining inflation expectations. These measures
include a reduction in the interest rate on the deposit facility by
another 10 basis points to -0.50%, an initially unlimited
resumption of the securities purchase programme at a monthly
pace of €20bn as of 1 November 2019, adjustments to the
maturity and interest rate of TLTRO III (targeted longer-term
refinancing operations) and the introduction of a two-tier system
for minimum reserve remuneration.
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Under the two-tier system, the minimum reserve itself and
other central bank deposits up to a multiple of six times the
minimum reserve are exempt from the negative deposit facility
rate. The ECB may change either the remuneration rate and/or the
multiplier at any time. The two-tier system will at least mitigate
the detrimental effects of the negative interest rate policy on
banks’ earnings.

Owing to the high excess liquidity in the market, the volume of
longer-term securities repo transactions is restricted. The short-
term repo market is functioning smoothly, however, and plays an
important role in serving the bond and cash markets. Collateral is
expected to become even tighter as a result of the introduction of
mandatory bilateral margin requirements for over-the-counter
(OTCO) derivatives. This requirement comes into full effect for all
market participants concerned at the end of 2020. The situation in
the bond markets is strongly influenced by the high surplus
liquidity, ongoing trade conflicts and political uncertainties. This
has led to steady demand for good-quality names. With interest
rates set to remain in negative territory, additional demand will
come from financial investors in search of returns.

Against this backdrop, secondary market liquidity, which has
already been significantly reduced, will remain modest. We expect
German government bond yields to remain very low, even in the
long-term segment (yields are currently negative up to 15 years),
and anticipate persistently high demand from investors for high-
quality securities. In view of this, we believe credit spreads will
remain tight.

Commerzbank’s liquidity management is able to respond
promptly to new market circumstances. Even given the further
uncertainties surrounding Brexit, we still do not expect any
significant impact on our liquidity situation. The Bank has a
comfortable liquidity position that is above internal limits and the
currently applicable requirements prescribed by the German
Liquidity Regulation and MaRisk.

Managing opportunities at
Commerzbank

The demands placed on modern, sustainable banking business
and the overall framework conditions have changed markedly in
the past few years. Whereas personal customer relationship
management was formerly a key element of banking, these days
customers expect multi-channel advisory services, digital financial
offerings and individual, tailor-made products. We have responded
to this in recent years through our strategic orientation: in both
the Private and Small-Business Customers and Corporate Clients
market segments we have gained new customers, pushed ahead
with digitalisation projects and built an agile delivery organisation
with Campus 2.0.

Against the backdrop of persistently low interest rates and
subdued
“Commerzbank 5.0” strategic programme in September 2019. The

economic expectations, we launched the new
measures adopted under the programme give us the opportunity
to continue actively shaping our future. The main focus of
“Commerzbank 5.0” is on expanding mobile banking in
combination with a strong branch presence, bundling digital
competencies by integrating comdirect, strengthening sales and
increasing efficiency in corporate customer business. It also
includes plans to invest heavily in digitalisation, IT infrastructure
and growth, significantly reduce the Group’s cost base by 2023
and embed social responsibility more strongly in the business
model. The further development of the strategy should contribute
to further growth in customers, assets and income by 2023, even
in a market environment that is set to become even more difficult.

Information on the planned strategic measures in the Private
and Small-Business Customers and Corporate Clients segments
can be found in “Objectives and strategy” on page 67 ff.

We will further transform the Bank into a digital enterprise
across all segments. This restructuring will affect strategy,
technology, competence and culture. We will actively drive
digitalisation in our banking business, enabling us to offer our
customers speed, security and convenience when it comes to
technological applications. For some time now we have been
involved in start-ups, both directly and through our subsidiaries
CommerzVentures and Main Incubator and the digitalisation
platform #openspace. We support entrepreneurs and in so doing
keep our finger on the pulse of tomorrow’s innovations.
#openspace is a digitalisation partner for small and medium-sized
German businesses. In addition to supporting Commerzbank’s
customers, #openspace also helps other small and medium-sized
businesses overcome the challenges of the digital world and
successfully exploit the opportunities it presents. Customers are
offered tailor-made solutions for all phases of the digital
transformation. Main Incubator GmbH, a wholly-owned subsidiary
of Commerzbank, is a research and development unit within the
Bank. It addresses future technologies and their impact on
financial services. Technical innovations are introduced into the
Group through three channels: ventures — strategic (early-stage)
prototyping -
development of own prototypes based on future technologies

investments in technology-driven start-ups;
considered relevant; and community building — early identification
of tech trends, with work currently under way on topics such as
artificial intelligence, biometrics, big data, the cloud, the Internet
of Things, machine learning, robotics and quantum computing.
Commerzbank works to encourage its own employees to
engage in the kind of entrepreneurial thinking that distinguishes

start-ups.

91

Group Management Report



Group Management Report

92

Commerzbank Annual Report 2019

The Digital Campus has become the engine driving the
Commerzbank transformation, where we test and develop new,
agile working methods and modern forms of cooperation. With the
experience gained, the Campus 2.0 project was launched on 1 July
2019. The cluster delivery organisation was introduced at head
office for this purpose. Agile working teams (cells) will take the
place of traditional hierarchies. The cells are multi-functional,
combining both specialist and IT expertise, and work
independently in numerous clusters to develop new products and
processes in specific areas. This new cluster organisation has
fewer interfaces, less complexity and fewer dependencies,
meaning that sales staff receive functioning solutions more quickly
and are able to focus entirely on customers’ needs.

Sustainability and environmental issues and the achievement of
the Paris climate targets are also becoming more important for
Commerzbank than ever before. We will also help our customers
achieve enhanced sustainability in future with a greener product
range. For instance, private customers have recently been given
the chance to take out green mortgage loans. In corporate
customer business, Commerzbank will align its loan portfolio more
closely with sustainability criteria and help our customers to

enhance the sustainability of their business model as well.

Anticipated performance of the
Commerzbank Group

With the adoption of the new “Commerzbank 5.0” strategic
programme in autumn 2019, Commerzbank has set a course that
will enable it to permanently secure its competitive position in its
core market of Germany and further expand it in the long term.
The Bank is laying the foundations for further business growth —in
terms of customer numbers, business volumes and hence
operating income - through investments in the ongoing
digitalisation of the business model and the modernisation of its IT
infrastructure. Commerzbank also plans to exploit efficiency
potential in all business areas in order to substantially and
sustainably reduce the Group’s cost base. These measures are
ultimately aimed at further increasing the Bank’s resilience to an
anticipated further deterioration in the market and banking
environment, enabling it to emerge all the stronger in the long
term.

Commerzbank does not expect to see any significant
improvement in the very challenging conditions for the German
banking sector even beyond the 2020 forecast period. This is
manifested, for example, in the assumption that extremely low or
negative interest rates will remain a substantial burden in the
current and coming years and, combined with ongoing intense
competition, will continue to exert pressure on margins.

In view of the comparatively weak economic momentum that is
expected, effective management of all risks will remain very
important.

The following forecast for the 2020 financial year is based on
the assumption that the planned sale of the stake in the Polish
subsidiary mBank will be concluded in the current year and will
take effect by the end of 2020. In line with this assumption,
mBank’s income statement will again be shown in Commerzbank’s
Group financial statements for the full 12 months of the 2020
financial year. However, a separate detailed forecast of mBank’s
earnings components is not provided in the following comments
on the anticipated performance of individual earnings components
and the anticipated performance of the segments. One-off effects
relating to the sale of the mBank stake are not included in this
forecast either. Overall, we expect mBank to report a positive
earnings performance, a disproportionately low increase in
operating expenses compared with the increase in earnings and
an increase in its risk result in the 2020 financial year.
Commerzbank therefore expects mBank’s overall contribution to
the Group’s operating profit to be significantly higher than in the
previous year.

Despite the very challenging environment, Commerzbank is
aiming to keep total operating income at least stable in the current
financial year. Compensating for the adverse effects on earnings
resulting from further declines in interest rates in the domestic
loan portfolio and the impact of negative interest rates on liquidity
deposits held with the ECB remains a key strategic focus. As in
previous years, both core business areas are therefore aiming to
generate positive earnings effects from new business through
further growth. Commerzbank is anticipating an increase in the
risk result, which also reflects the expected volume growth in the
loan portfolios. With the quality of the broadly diversified loan
portfolios still considered to be robust, however, the increase
should be limited provided there is no unexpectedly severe
deterioration in the global economic outlook. Two opposing trends
are expected for total operating expenses (including compulsory
contributions). The digitalisation of the service offering and
business processes should lead to further efficiency gains.
However, the implementation of measures under the
“Commerzbank 5.0” strategy programme will result in high
investment requirements, meaning that total operating expenses
are set to rise above the 2019 level. Overall, Commerzbank is
aiming to achieve an operating profit close to the previous year’s
level in 2020 - even without taking effects relating to the sale of
the mBank stake into account.
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Anticipated performance of individual earnings
components

As the key source of income, net interest income is of prime
importance. Despite the assumption that interest rates will remain
negative, Commerzbank is aiming to at least match the previous
year’s level through the planned further expansion of its lending
volume. As in previous years, both the core segments Private and
Small-Business Customers and Corporate Clients are targeting
loan portfolio growth at least in line with the market — which
would mean further slight gains in market share for parts of the
overall portfolio. The increase in lending volume is a response to
the continuing pressure on margins in Germany. In both private
and corporate customer business, maturing loans with higher
interest rates will usually only be able to be replaced with new
business at lower rates. As well as asset margins falling due to
competition, it is also likely to become increasingly difficult to
generate higher income in deposit business through measures
taken as part of asset/liability management. Interest losses from
deposit business will be offset by charging negative interest on
very high credit balances held by private and corporate customers.

We expect net commission income to increase slightly this
year. Following on from the very good performance in 2019,
commission income in securities and asset management business
with private and small-business customers should at least match
the previous year’s level provided there are no phases of excessive
volatility on the financial markets. The same applies to capital
market business with institutional and corporate customers on the
primary and secondary markets. We expect significant earnings
gains in payment transactions due to new product offerings that
give customers added value at appropriate prices.

In terms of net income from financial assets and liabilities
measured at fair value through profit or loss, Commerzbank will
stick with its risk-oriented, client-focused approach in order to
achieve a contribution to earnings that is as high and as stable as
possible. This is difficult to plan, however, given the uncertainties
surrounding the performance and volatility of the global capital
markets. Similar circumstances may also be reflected in the fair
value result in one period, whereas the interest component
dominates in another, resulting over time in possible shifts to net
interest income, and vice versa.

Experience has shown that the other income items, including
realised profit or losses on financial instruments and other net
income, are often affected by one-off income and measurement
effects, which are hard to forecast.

5 Outlook and opportunities report

Such non-recurring income items were non-material in 2019
and are expected to remain at a similar level in 2020.

The risk result is expected to remain at a favourable level by
historical standards. The figure under the baseline scenario is
expected to be more than €650m, taking into account the weaker
economic environment. This assessment is based on the very low
level of problem loans, continuing strict standards in new lending
business, the dominant share of highly collateralised loans in retail
business and risk management in corporate customer business,
which has proven successful over a period of many years.

Operating expenses (including compulsory contributions)
should again benefit from continued strict cost management in
2020, leading to a slight decrease overall. This should help offset
regulatory costs that are expected to be at least as high as in the
previous year. At the same time, it is important to start
implementing the planned strategic investment measures
designed to strengthen future growth and earnings potential and
exploit the considerable efficiency potential as early as possible
this year. Extensive investments, which will also extend into
subsequent years, will target a range of areas including the
continued digitalisation of the service offering, distribution
channels and underlying processes, and the fundamental
modernisation of the IT infrastructure. While some of the planned
measures will be recognised directly through profit or loss in the
current financial year, some of the expenses can be capitalised
and depreciated over the useful life of the assets created. Strategic
investments are likely to have an impact of up to €0.2bn on the
cost base in 2020. Total operating expenses for the Group as a
whole are therefore expected to be slightly higher year on year.
Commerzbank also plans to create provisions for restructuring
expenses in the current reporting period, mainly for unavoidable
adjustments to future staffing levels and the downsizing of the
branch network accompanying the shift to mobile banking
distribution channels in the coming years. Depending on the
progress of negotiations with employee representative bodies over
the course of the year, it is possible that the majority of the
charges to the income statement resulting from the
“Commerzbank 5.0” strategy programme will already be incurred
in the 2020 financial year. This will lay the foundation for
increasing and sustainably improving profitability in the coming
years through a combination of earnings growth and cost

reductions.
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Anticipated segment performance

With regard to the Private and Small-Business Customers (PSBC)
segment, the following comments on anticipated performance are
essentially limited to domestic activities; detailed forecasts are not
provided for mBank due to the planned sale of Commerzbank’s
stake during the course of the year. However, mBank is expected
to make another significant contribution to the operating profit of
the PSBC segment in 2020, set to be even higher in relative terms
than in the previous year. This is based on the expectation of
significantly higher income at the Polish subsidiary, which will
probably more than offset the increase in both the risk result and
operating expenses (including compulsory contributions) of
mBank.

Important strategic decisions will have to be made this year to
enable development of the business model in the PSBC segment,
further consolidate Commerzbank’s position in the German
banking market, and strengthen both profitability and efficiency
through steady earnings growth and reduced operating costs in
the medium term. As part of the “Commerzbank 5.0” strategy
programme, significant investment funds will be made available in
2020 and beyond to allow the Bank to focus strongly on digital
distribution channels in future following the progress made in
establishing a multi-channel bank. The mobile first strategy aims
to use the already high and accelerating level of interaction with
the mobile channel, which is available around the clock, to the
mutual advantage of customers and Commerzbank. Analyses of
the information available as a result of the large number of contact
points will increasingly allow us to offer all customer groups
highly individualised solutions featuring products and services
that are appropriate to each customer’s situation. This should
enable us to exploit further earnings potential through a higher
level of activity and better penetration of the existing customer
base, while keeping Commerzbank attractive for new customers
with its combination of simple, transparent products and personal
service. Product and service offerings and pricing will be even
better aligned in future. This will give customers greater choice,
enabling them to supplement basic services, some of which will
remain free of charge, with specific services that are appropriately
priced in relation to the benefits they provide. Even greater
attention will be paid to small-business and wealth management
customers, who expect and are granted access to particularly
sophisticated, personally tailored premium services.

Commerzbank intends to actively counter the continuing
pressure on margins in Germany also in this year by growing
customer numbers and business volume faster than its competitors.
With more than 200,000 net new domestic customers, the net
annual increase in customer numbers is expected to be lower than
on average in the period from 2016 to 2019.

New income from the forecast growth in lending and deposit
volumes will therefore be generated by existing customers to a
higher relative extent than in previous years. In lending business,
a significant increase in new business in higher-margin consumer
financing, supported by increased use of the online distribution
channel, should make a higher contribution to earnings. However,
real estate financing, in which growth has outstripped the market
considerably in recent years, will remain a cornerstone of the
PSBC growth strategy. Higher income is also expected from small-
business customers. The new relationship management model is
expected to boost business volumes, primarily in respect of
customers’ corporate business. The new model is also aimed at
smaller SMEs with annual sales of up to €15m. In payment
transaction services, the share of higher-value product offerings is
expected to increase significantly. Coupled with greater customer
activity, this should generate higher income. Securities business
and asset management in particular for affluent clients and in
wealth management should benefit from greater penetration of
premium products that combine personal service with the use of
advanced technologies. Additional new business can also be
expected from customers with very high deposit balances, who are
shifting their liquidity to investments to avoid credit balance fees.
Depending on the amount of the credit balance, Commerzbank
may instead opt to pass on the negative interest rates imposed by
the ECB via individual agreements. In the longer term, securities
business will also benefit from comdirect’s special expertise in this
area, which is set to become available to all PSBC customers over
time. However, the comdirect integration, which is expected to
begin in the second half of the year, is unlikely to lead to any
notable short-term contribution to earnings as a result of closer
cooperation. Overall, the PSBC segment expects to record a slight
increase in operating income in 2020. The strategic measures
planned for this year are also designed to offset most of the capital
expenditure required to facilitate the expected future earnings
growth through further efficiency gains. This includes the further
optimisation of the branch network along with the ongoing
digitalisation of products and processes, further steps towards
completion of the central ONE distribution platform and measures
to streamline and simplify the product range. In line with the
anticipated rapid increase in the use of digital channels, with the
mobile distribution channel in particular set to significantly
expand its service offering in the medium term, the relative
weights of the various distribution channels will shift over time.
The first steps towards sustainably reducing the cost base by
streamlining the branch network are expected in 2020. However,
customers will still be able to rely on a largely nationwide branch
presence in the future.
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Positive synergy effects from the integration of comdirect from
the second half of the year onwards are also likely to be minimal.
The PSBC segment expects operating expenses to increase
slightly overall. This includes regulatory costs, which are set to
remain high for the foreseeable future. The increase in the risk
result predicted for the PSBC segment as a whole is related to the
lending volume, which is growing as expected. However,
maintaining risk costs at such a low level, historically low in some
cases, is not expected. Nevertheless, we believe that the loan
portfolios should remain resilient even in a less favourable
economic environment. Overall, the PSBC segment is expected to
achieve a lower or at best stable operating result in 2020 even
taking into account the one-off effects from the sale of ebase in
2019. Both the operating return on equity and the cost/income
ratio are therefore likely to be fairly unchanged or slightly weaker.

In implementing the “Commerzbank 5.0” strategy programme,
the Corporate Clients (CC) segment will also continue to focus on
growth and profitability initiatives aimed at expanding business
volume and acquiring new customers. The Bank’s leading position
in numerous areas of business with German SME:s is to be further
improved by stepping up sales activities and further strengthening
the risk functions. Special attention will be paid to smaller SMEs
with turnover of between €15m and €100m, which particularly
appreciate the local proximity of a bank with a nationwide
presence. Building on our core competences, the CC segment is
also targeting selective expansion of our business with larger SME
customers in the eurozone. The established sector approach will
also be extended to other large German and European corporate
clients, leading to improved customer penetration and profitability
for the business. Realigning the loan portfolio over the long term
to focus increasingly on financing investments relating to
sustainability, such as projects aimed at reducing CO2 emissions,
offers considerable potential. Commerzbank has already begun
building up expertise in this area. Commerzbank’s foreign trade
financing solutions, payment transaction services in numerous
currency areas and risk management hedging products remain the
driving force behind the targeted volume growth in lending and
capital market business. Achieving growth while conserving equity
is becoming an increasingly important condition in this regard.
The Bank is also aiming to broaden the net customer base for all
customer groups. Business growth will remain necessary in the
difficult interest rate environment to counter the ongoing decline
in interest margins and still achieve the targeted slight increase in

operating income.

Passing on negative interest rates should offset the losses in
deposit business. The strategic investments planned to consolidate
the growth strategy will lead to an increase in the cost base in the
2020 financial year that is unlikely to be fully offset by further
measures to improve efficiency. These measures include the
ongoing digital transformation of advisory and distribution
processes and the digitalisation of the product range, which will
generate increased cost savings over time. There is also significant
efficiency potential to be leveraged in IT through the planned
consolidation of the European IT platforms and the simplification
of the infrastructure. The CC segment is expecting total operating
expenses (including compulsory contributions) to be slightly
higher overall. The significantly higher risk result predicted for the
current financial year reflects the higher degree of uncertainty and
risk with regard to economic performance. The basic assumption
is a scenario with no significant weakening of economic conditions
either domestically or globally. The portfolio quality is still
considered to be robust overall due to the broad diversification in
the loan portfolios. Even in the event of a deterioration in
individual industrial sectors, the increase in risk costs should
remain limited and not exceed the extent of the increase in the
previous year. With operating expenses and risk costs rising, and
income set to increase only slightly, the CC segment is expecting
operating profit to remain stable at best year on year in 2020. The
cost/income ratio and the operating return on equity are therefore

not expected to exceed the previous year’s level.

General statement on the outlook for the Group

For the 2020 financial year, Commerzbank has set itself the goal of
implementing key strategic initiatives, even if these initially have a
net negative impact on the earnings position. The external
environment, which is still considered to be very challenging, is
also likely to have a dampening effect on business and earnings
performance this year. Changes with regard to the unfavourable
interest rate and competitive environment are considered to be
just as unlikely as an end to the pressure on margins, particularly
in lending business. Commerzbank nevertheless expects income
to be at least stable overall in the current financial year. A slight
increase in total operating expenses (including compulsory
contributions) is planned due to the significant impact of
investment expenses. We also expect a slight increase in the risk
result. Depending on earnings performance, this will result in an
operating profit close to the previous year’s level, with a
corresponding impact on the cost/income ratio.
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The items that do not contribute to operating profit primarily
relate to provisions for restructuring measures. These could have a
substantial impact on income, although the exact amount will
depend on the progress of negotiations with the employee
representative bodies. If the negotiations can be successfully
concluded, full recognition of restructuring expenses, estimated at
a total of around €850m over the two-year period from 2019 to
2020, should not be ruled out. A provision of €101m was already
set up in the reporting year. Profit from discontinued operations,
which again includes profit contributions from the former Equity
Markets &§ Commodities division, is expected to make a small
positive contribution.

We expect to post a profit in 2020 even without the effects
related to the sale of mBank. However, depending on the amount
of restructuring expenses booked, consolidated profit may be
significantly lower than in the previous year. Consequently, the
return on equity and economic value added would both also be
lower than in the previous year.

Commerzbank’s Common Equity Tier 1 ratio is largely based on
the capital requirements resulting from the Supervisory Review
and Evaluation Process (SREP) carried out by the ECB as the
responsible supervisory authority, plus a buffer deemed
appropriate by Commerzbank’s management to cover potential
stress situations. Commerzbank expects the capital buffer for
other systemically important institutions (D-SIB) defined by the
German bank supervisor BaFin, which is currently 1.5% and
forms part of the SREP requirement, to be reduced in the
foreseeable future. If the sale of the stake in mBank is completed
as planned by the end of 2020, Commerzbank believes that the
D-SIB capital buffer could be reduced by half a percentage point
to 1.0% with effect from the 2021 financial year. Commerzbank is
targeting an unchanged Common Equity Tier 1 ratio of at least
12.75% for the end of 2020, which is significantly above the
regulatory requirement imposed by the ECB.

We plan to use the 2020 profit mainly to further strengthen the
capital base through earnings retention. Given what is considered
a sufficiently comfortable capital position at Commerzbank, we
expect to be able to propose a dividend for 2020 with a payout
ratio comparable to that of the dividend for 2019.

In recent years, Commerzbank has strengthened its resilience
through a range of measures such as significantly increasing its
capital base. Nonetheless, there are numerous risk factors that
could affect the 2020 profit forecast to a considerable, though not
reliably quantifiable extent should events take an unfavourable
turn. These include the geopolitical situation, which continues to
be marked by great uncertainty, and increased global economic
risks — especially against the background of the as yet
unforeseeable economic impact of the coronavirus. There is still a
latent threat of trade conflicts between the economic blocs of
Europe, North America and Asia, while the consequences of the
UK’s withdrawal from the EU will depend on the course of further

negotiations. Sharply rising volatilities and strong corrections on
the capital markets cannot be ruled out. Valuation levels remain
very high by historical standards on both the international equity
and bond markets following the large price gains seen in 2019.
Central banks remain an important factor influencing financial
stability and the outlook for the banking sector. Their future scope,
even with unconventional monetary policy measures, for
influencing inflation rates and expectations to the desired extent
and without harmful side effects, appears to be becoming
increasingly exhausted. The economic outlook is now somewhat
gloomier. If it were to darken significantly, however, Germany’s
internationally connected economy could be particularly hard hit,
resulting in risk costs in lending business that are much higher
than expected. Other risk factors include unfavourable trends in
the regulatory or legal environment, which could delay the impact
of the intended cost improvements, and a further tightening of the
competitive situation in Germany. If margins were to fall further to
levels that are unattractive from a risk/return perspective, this
could considerably constrain Commerzbank’s profitability. For
further information on other risks, see the Group Risk Report,
page 127 ff.

Group Risk Report

The Group Risk Report is a separate reporting section in the

Annual Report. It forms part of the Group Management Report.



Group Risk Report

In the Group Risk Report, we give a comprehensive presentation of the risks
we are exposed to. We provide a detailed insight into the organisation and key
processes of our risk management. Our primary aim is to ensure that all risks
in Commerzbank are fully identified, monitored and managed based on
adequate procedures at all times.

Group Risk Report
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Risk-bearing capacity ratio stood at 161% as at 31 December Risk-bearing capacity
2019 €bn 193 % 161 % RBC ratio
27 24

The risk-bearing capacity ratio remains well above the mini-

. 14 15 Risk coverage potential
mum requirement.

Economically

o ) ) ired capital
The decline in risk coverage potential compared with Decem- required capita

ber 2018 is mainly due to methodological adjustments made on 12/18 12119

the basis of the ECB’s new ICAAP guidelines.

Dissolution of the Asset & Capital Recovery segment EaD
€bn

The ACR segment was dissolved on 1 July 2019 following the
successful winding down of assets over the last few years. I Commercial Real Estate

s . B Ship Finance
The remaining portfolios were transferred to Others and Con- .

o . . Public Fi
solidation and to the Private and Small-Business Customers ublic Finance

Group Risk Report

segment. 12/18 12/19
Risk result for the Group amounted to €-620m Risk result
€m
The risk result relating to the Group’s lending business in 2019
amounted to €-620m.
From the present perspective, the risk result for the year 2020 -446 620 Group
as a whole will therefore not be less than €650m.
12/18 12/19
Market risk in the trading book decreased in 2019 VaR
€m
The Value-at-Risk decreased from €10m to €6m over the year.
VaR in the trading book is at a historical low. 10 Group
6
Confidence level 99%
Holding period 1 day
12/18 1219
Operational risks decreased year-on-year Risk-weighted assets from operational risks
€bn

In 2019 risk-weighted assets from operational risks decreased
from €21.4bn to €18.7bn, due also to the model adjustment 21.4 18.7
approved by the supervisory authority in calculating risk-

weighted assets for operational risks. Group

The total charge for OpRisk events increased from €30m to 1218 12/19

€127m compared with the previous year.
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Risk-oriented

overall bank management

Commerzbank defines risk as the danger of possible losses or
profits foregone due to internal or external factors. In risk
management, we normally distinguish between quantifiable and
non-quantifiable types of risk. Quantifiable risks are those to which
a value can normally be attached in financial statements or in
reqgulatory capital requirements, while non-quantifiable risks
include compliance and reputational risk.

Risk management organisation

Commerzbank regards risk management as a task for the whole
Bank. The Chief Risk Officer (CRO) is responsible for developing
and implementing the Group’s risk policy guidelines for
quantifiable risks, laid down by the Board of Managing Directors,
as well as for measuring these risks. The CRO regularly reports to
the full Board of Managing Directors and the Supervisory Board’s

Risk Committee on the overall risk situation within the Group.

The risk management organisation comprises Group Credit
Risk Management, Group Credit, Group Market Risk Management
and Group Risk Controlling & Capital Management. All divisions
have a direct reporting line to the CRO.

On 1 January 2020, Commerzbank established the new Group
division “Group Cyber Risk & Information Security”, which is also
part of the risk management organisation and has a direct reporting
line to the CRO.

It is Group Compliance’s responsibility to establish appropriate
governance, procedures and systems to avoid the Bank being
unintentionally endangered as a consequence of compliance risks.
This includes the risks associated with money laundering, terrorist
financing, sanctions and embargoes, markets compliance, and
fraud and corruption. Group Compliance is led by the Chief
Compliance Officer, who reports directly to the member of the
Board of Managing Directors with responsibility for Group

Compliance.

Board of Managing Directors
Chief Risk Officer

Risk Management Function

\4 \4

Group Credit Risk

Kredi
Management Group Kredit

v v
Group Market Risk Grgup Risk .
Controlling & Capital
Management
Management

The full Board of Managing Directors has exclusive responsibility
for fundamental strategic decisions. The Board of Managing Direc-
tors has delegated operative risk management to committees.
Under the relevant rules of procedure, these are the Group Credit
Committee, the Group Market Risk Committee, the Group OpRisk
Committee and the Group Strategic Risk Committee, which decides
on risk issues of an overarching nature. The CRO chairs all these
committees and has the right of veto. The CRO is also a member of
the central Asset Liability Committee. Here the CRO also has a right
of veto on certain topics (e.g. liquidity risk issues).

The tasks and competencies of the respective committees are

described below:

The Group Credit Committee is

committee for operative credit risk management, comprising two

the decision-making

representatives each from the back office and front office. The
Group Credit Committee operates on the basis of the credit risk
strategy. It takes decisions in line with the competencies delegated
to it by the full Board of Managing Directors.

The Group Market Risk Committee monitors market risk
throughout the Group and manages limit requirements in line with
risk-bearing capacity. To do this, all market risks from the trading
and banking book are analysed to identify risks early and for active
risk management purposes. The focus here is on optimising the

risk/return profile.



The Group OpRisk Committee (OpRiskCo) is responsible for
managing operational risks within the Group and in this regard
acts as the highest escalation and decision-making committee
below the full Board of Managing Directors. The OpRiskCo also
addresses all important regulatory issues that arise in connection
with the management of operational risks and the implementation
of the advanced measurement approach within the Group. In
addition, it deals with standards on governance and assessing the
functioning of the Internal Control System (ICS) within the
Commerzbank Group. Details about the ICS can be found in the
section on operational risks.

The Group Strategic Risk Committee acts as the discussion
and decision-making committee for all types of risk, and its main
objective is to monitor and manage risks at portfolio level. This
covers risk measurement, risk transparency and risk management.
(ALCO) is the

Commerzbank Group committee responsible for the Group-wide

The central Asset Liability Committee
and integrated management of financial resources, namely capital,
liquidity and balance sheet structure as well as net interest
income, in accordance with the regulatory framework. The ALCO
monitors in particular the Group’s risk-bearing capacity and as
such plays an important part in the Internal Capital Adequacy
Assessment Process (ICAAP). The ALCO resolves the recovery
plan. Resolutions of the central ALCO are presented to the full
Board of Managing Directors for confirmation. In case of violation
of a recovery plan indicator, the ALCO plays a central role
regarding the escalation, the estimation of the situation and the
introduction of measures.

Moreover, risk issues are dealt with in the Supervisory Board’s
Risk Committee and in the Risk & Analytics Executive Committee:

The Supervisory Board's Risk Committee is the Bank’s highest
risk committee. It comprises at least 5 Supervisory Board
members. The Risk Committee’s tasks include monitoring the risk
management system and dealing with all risks, particularly with
regard to market, credit and operational risk as well as
reputational risk. The Risk Committee determines the type, scope,
format and frequency of the information that must be presented to
the Board of Managing Directors about strategy and risk.

The Risk & Analytics Executive Committee is the discussion
and decision-making committee within the risk function and Big
Data & Advanced Analytics. It is responsible in particular for the
organisation and strategic development of risk management and
for creating and maintaining a uniform risk culture. It also ensures
that the Group risk strategy and the resolutions of the full Board of
Managing Directors are implemented in the risk function.

Compliance topics are dealt with in the Global Compliance
Board (GCB). The GCB has been established as a forum to share
updates on major compliance topics and supervisory actions
regarding compliance in the Bank. Furthermore, the GCB serves

as information platform for segments and functions about
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compliance culture, changes in compliance regulations, updates of
compliance-related policies and their implications.

Risk strategy and risk management

The overall risk strategy, in line with the business strategy,
governs the strategic risk focus of the Commerzbank Group. It sets
the risk appetite as the maximum risk that the Bank is prepared
and able to accept while following its business objectives without
exposing itself to existential threats over and above the risks
inherent in the business. The guiding idea is to ensure that the
Group holds sufficient liquidity and capital. Based on these
requirements, suitable limits are defined for the risk resources of
capital and liquidity available to the Group. The overarching limits
of the overall risk strategy are consistent with the indicator
thresholds of the recovery plan.

Banks’ core functions as transformers of liquidity and risk
result in inevitable threats that can in extreme cases endanger the
continued existence of the institution. For Commerzbank, in view
of its business model, these inherent existential threats include the
default of Germany, Poland (until the sale of mBank), one or more
of the other major EU countries (France, Italy, Spain or the UK,
although Brexit is not deemed to be a default) or the default of the
USA. Italy is an idiosyncratic special case due to the major legacy
exposures to the Italian government, while in the other countries
existential threats would arise from the impact of a government
default on banks and companies and the repercussions for the
other EU countries. Moreover, inherent threats include a deep
recession lasting several years with serious repercussions for the
German economy, a bank run and the collapse of global clearing
houses or the foreign exchange markets, possibly triggered by a
cyber attack. In general, cyber risk includes certain scenarios as
the business environment becomes more digitised which under
certain circumstance can cause damage and could therefore be
significant for Commerzbank.

When pursuing its business targets, the Bank accepts these
existential threats. It may be necessary to adjust the business
model and hence the business and risk strategies in the medium
and long term if the full Board of Managing Directors’ assessment
of these threats to Commerzbank changes substantially. To the
extent that it is able to do so, Commerzbank makes early prepara-
tions in anticipation of forthcoming changes in regulatory require-
ments and accounting standards. Such changes and their (retro-
spective) interpretation may have lasting implications for — and
even threaten the survival of — Commerzbank’s business model.
Commerzbank accepts these regulatory risks because there are
many cases where there is no option to mitigate or manage them.

The overall risk strategy covers all material risks to which
Commerzbank is exposed. It is updated annually or on an ad hoc
basis as required and set out in further detail in the form of sub-
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risk strategies for the risk types which are material. These are then
specified and made operational through policies, regulations and
instructions/guidelines. By means of the upstream risk inventory
process, Commerzbank ensures that all risk types of relevance to
the Group are identified and their materiality assessed. The
assessment of the materiality of a risk is based on whether its
occurrence could have a major direct or indirect impact on the
Bank’s risk-bearing capacity.

As part of the planning process, the Board of Managing
Directors decides how much of the risk coverage potential of the
Group should be utilised. On that basis, individual types of
quantifiable risk contributing to the capital requirements are
limited in a second stage. A capital framework is allocated to the
management-relevant units through the planning process.
Compliance with limits and guidelines is monitored during the
year, and management measures are put in place where required.
In addition, further qualitative and quantitative early warning
indicators are established in the overall risk strategy. Potential
negative developments can be identified at an early stage with the
help of these indicators.

One of the primary tasks of risk management is the avoidance
of risk concentrations. These can arise from the synchronous
movement of risk positions both within a single risk type (intra-
risk concentrations) and across different risk types (inter-risk
concentrations). The latter result from common risk drivers or
from interactions between different risk drivers of different risk
types.

By establishing adequate risk management and controlling
processes, Commerzbank provides for the identification,
assessment, management, monitoring and communication of
material risks and related risk concentrations. This ensures that all
Commerzbank-specific risk concentrations are taken into account
in its risk management. Stress tests are regularly used to ensure
transparency regarding risk concentrations. The structure of the
scenarios and the integrated approach ensure that the impact of
adverse scenarios on portfolio priorities and risk concentrations
are examined in a targeted manner. Management is regularly
informed about the results of the analyses so that the potential risk
of losses can be avoided in good time.

The Group Risk & Capital Monitor is the monthly risk report,
designed for management purposes, on capital, credit risk, market
risk, liquidity risk and OpRisk topics within Commerzbank risk

management. It shows all the above risk types, including

economic and regulatory risk-bearing capacity, for the Commerz-
bank Group. The report’s aims include providing the full Board of
Managing Directors and the Supervisory Board’s Risk Committee
with transparent and comprehensive information, highlighting
important developments from a risk perspective and setting
management measures. The report is also used in particular to
monitor limits and guidelines within the overall risk strategy.
Responsibility for approving the overall risk strategy and the
Group Risk & Capital Monitor lies with the full Board of Managing
Directors.

Commerzbank has adopted a code of conduct that defines bind-
ing minimum standards for Commerzbank’s corporate responsibi-
lity, its dealings with customers, business partners and colleagues,
and its day-to-day business. It goes without saying that the Bank
complies with relevant laws, regulatory requirements, industry
standards and internal rules, and this therefore forms a particularly
important part of its risk culture. It actively requires employees to
behave appropriately, courageously, with integrity and in compli-
ance with rules, and any failure to comply with rules is penalised.
Expanded procedures ensure that misconduct is evaluated in a
uniform and fair manner, strengthening consequence management
on a long-term basis.

The main pillar of the Bank’s overall risk management and
culture is the concept of three lines of defence, which is a core
element of the Corporate Charter. Under the three lines of defence
principle, protecting against undesirable risks is an activity that is
not restricted to the risk function. Each unit (segment or function)
forms the first line of defence within its area of operational
responsibility and is directly responsible for identifying and
managing risks within it while complying with the prescribed risk
standards and policies. For example, the front office forms the first
line of defence in all business decisions and has to take risk
aspects into account in reaching them. The second line of defence
for each type of risk lays down standards for appropriate
management of risks of that type, monitors this and ensures the
application of such standards, and analyses and evaluates the
risks. The risk function forms the second line of defence against
credit and market risks associated with business decisions.
Particularly for credit risk, this includes involvement in the credit
decision process by means of a second vote. Units outside the risk
function (e.g. Group Compliance and Group Finance) also operate
as the second line of defence for certain risk types. The third line
of defence is Internal Audit.



Risk ratios

Commerzbank uses a comprehensive system of ratios and proce-
dures for measuring, managing and limiting various types of risk.
The most important of these are listed below:

Economically required capital is the amount, corresponding to a
high confidence level (currently 99.90% at Commerzbank), that
will cover unexpected losses arising from risk positions.

The risk-bearing capacity ratio (RBC ratio) indicates the
excess coverage of the economically required capital by the risk
coverage potential. Risk-bearing capacity is deemed to be
assured as long as the RBC ratio is higher than 100%.

Exposure at default (EaD) is the expected exposure amount
taking into account a potential (partial) drawing of open lines and
contingent liabilities that will adversely affect risk-bearing capacity
in the event of default. EaD is hereinafter also referred to as
“exposure”.

Expected loss (EL) measures the potential loss on a loan
portfolio that can be expected within one year on the basis of
historical loss data.

Risk density is the ratio of expected loss to exposure at default
and thus represents the relative risk content of an exposure or a
portfolio.

Value at risk (VaR) is a methodology for quantifying risk. It
involves setting a holding period (such as one day) and a confi-
dence level (such as 97.5%). The VaR value then denotes the
relevant loss threshold that will not be exceeded within the holding
period with a probability in line with the confidence level.

Credit value at risk (CVaR) is the economic capital require-
ment for credit risk with a confidence level of 99.90%. The term
results from the application of the value at risk concept to credit
risk measurement. Credit VaR is an estimate of the amount by
which losses from credit risks could potentially exceed the
expected loss within a single year, i.e. unexpected loss. The idea
behind this approach is that expected loss simply represents the
long-term average of lending losses, but this may vary (positively
or negatively) from actual credit losses for the current financial
year.

In relation to bulk risk, the “all-in” concept comprises all
customer credit lines approved by the Bank in their full amount —
irrespective of the loan utilisation to date. It is independent of
statistically modelled parameters to the greatest possible extent
and comprises internal as well as external credit lines.

Risk Report
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Risk-bearing capacity
and stress testing

Risk-bearing capacity analysis is a key part of overall bank
management and Commerzbank’s ICAAP. The purpose is to ensure
that sufficient capital is held at all times.

At the beginning of 2019 the risk-bearing capacity concept was
adapted to the new requirements of the ICAAP and ILAAP guide-
lines published by the ECB on 9 November 2018. In particular, this
involved changing the economic approach from a gone concern
approach to a going concern approach.

When determining the economically required capital, allo-
wance is made for potential unexpected fluctuations in value.
Where such fluctuations exceed forecasts, they must be covered
by the available economic capital to absorb unexpected losses
(risk coverage potential). Only the economic value of equity
components that absorb losses in the going concern approach is
taken into account in determining the economic risk coverage
potential.

The capital requirement for the risks taken is quantified using
the internal economic capital model. All risk types of the
Commerzbank Group classified as significant and quantifiable
within the annual risk inventory are taken into account when
determining the economically required capital. The economic risk
approach therefore also comprises risk types that are not included
in the regulatory requirements for banks’ capital adequacy. The
model also reflects diversification effects incorporating all types of
risk. The confidence level for the calculation of economically
required capital is 99.90% and is harmonised with the going
concern approach. The quantifiable significant risks in the econo-
mic capital model are divided into default risk, market risk, opera-
tional risk and (not separately disclosed in the table on page 104)
business risk and property value change risk. Business risk is the
risk of a potential loss resulting from deviations in actual income
and expense from the respective budgeted figures. Business risk is
used to substantiate a higher-level management buffer that ensures
the responsiveness of capital management. Physical asset risk is
the risk of an unexpected fall in the value of owned property which
is either already recognised as an asset in the Group’s balance
sheet or which can be recognised during the next 12 months under
contractually assured obligations with option character (especially
real estate). The risk inventory 2019 reclassified the risk of
unlisted investments from a previously independent significant
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risk type to a significant sub-risk type below market risk and this
risk is therefore now included in market risk. Reserve risk fell
below the materiality threshold and has now been classified as a
non-significant risk sub-type. Allowance is made for this risk by
means of a risk buffer when considering risk-bearing capacity. The
results of the risk-bearing capacity analysis are shown using the
risk-bearing capacity ratio (RBC ratio), indicating the excess of the
risk coverage potential in relation to the economically required
capital.

Risk-bearing capacity is monitored and managed monthly at
Group level. Risk-bearing capacity is deemed to be assured as
long as the RBC ratio is higher than 100%. In 2019, the RBC ratio
was consistently above 100% and stood at 161% on 31 December
2019. The decline in risk coverage potential compared with
December 2018 is mainly due to methodological adjustments
made on the basis of the ECB’s new ICAAP guidelines (including
the exclusion of subordinated capital components). The RBC ratio

remains well above the minimum requirement.

Risk-bearing capacity Group 31.12.2019" 31.12.2018"
€bn New method  Old method
Economic risk coverage potential 24 27
Economically required capital? 15 14
thereof for default risk 10 10
thereof for market risk3 4 3
thereof for operational risk 1 2
thereof diversification effects -2 -2
RBC ratio (%)4 161 193

1 Confidence level as from 31 March 2019: 99.90%; as at 31 December 2018: 99.91%.

2 Including physical asset risk, risk of unlisted investments and risk buffer for reserve
risk and (from 2019) the quantification of potential fluctuations in value of goodwill and
intangibles.

3 Including deposit model risk.

4 RBC ratio = economic risk coverage potential/economically required capital (including
risk buffer).

Commerzbank uses macroeconomic stress tests to review the risk-
bearing capacity in the event of assumed adverse changes in the
economic environment. The underlying scenarios take into account
the interdependence of the development of the real economy and
the financial economy. They are updated quarterly and approved by
the ALCO. The scenarios describe an extraordinary but plausible

adverse development in the economy, focusing in particular on

portfolio priorities (e.g. export-based sectors in Germany) and
business strategies of relevance to Commerzbank. Stress tests in
the economic perspective cover a time horizon of 12 months. The
scenario simulation is run quarterly at Group level using the input
parameters of the economic capital requirements calculation for all
material and quantifiable risk types. In addition to the capital
required, the income statement is also subjected to a stress test
based on the macroeconomic scenarios. Based on this, changes in
the risk coverage potential are simulated. Whereas the RBC ratio is
embedded into Commerzbank’s limit system, guidelines for risk-
bearing capacity are set as an early warning system in the stressed
environment. The ongoing monitoring of the limits and guidelines
is a key part of internal reporting. Defined escalations are triggered
if the limits are breached.

The risk-bearing capacity and stress testing concept is subject
to an annual internal review and is refined on an ongoing basis.
The development of the regulatory environment is also taken into
account. In addition to the regular stress tests, reverse stress tests
are implemented annually at Group level. Unlike regular stress
testing, the result of the simulation — a sustained threat to the
Bank - is determined in advance. The aim of the analysis process
in the reverse stress test is to improve the transparency of Bank-
specific risk potential and interactions of risk by identifying and
assessing extreme scenarios and events. On this basis, for
instance, action fields in risk management including the regular
stress tests can be identified and taken into account in the ongoing
development efforts.

In 2019, the risk-weighted assets resulting from Commerz-
bank’s business activities increased from €180bn to €182bn.

In the Asset & Capital Recovery (ACR) segment, the Bank had
bundled the activities of the Commercial Real Estate and Ship
Finance areas and complex financings from the Public Finance
area for the purpose of completely winding down the portfolios in
these areas over time. The ACR segment was dissolved on 1 July
2019 following the successful winding down of assets over the last
few years, with the remaining portfolios transferred to Others and
Consolidation and to the Private and Small-Business Customers
segment.

The table below gives an overview of the distribution of risk-
weighted assets, broken down by segment and risk type:
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31.12.2019 31.12.2018
Risk-weighted assets Default Market  Operatio- Total Default Market Operatio- Total
€bn risk risk nal risk risk risk nal risk
Private and Small-Business
Customers 41 1 47 36 1 5 41
Corporate Clients 82 5 96 79 6 11 97
Asset & Capital Recovery 9 2 1 12
Commercial Real Estate 1 0 1 2
Ship Finance 0 0 1
Public Finance 2 0 9
Others and Consolidation 29 5 39 23 3 4 30
Group 152 11 182 147 12 21 180

Regulatory environment

With Basel 3, the Basel Committee on Banking Supervision pub-
lished among other things comprehensive rules on the components
of equity and equity ratios as well as the management of liquidity
risk. The Capital Requirements Directive and Regulation, con-
stituting the European implementation of Basel 3, has been in force
since 1 January 2014, with the more stringent capital requirements
being phased in up to 2019. Numerous supplementary regulations
have since been published by the European Banking Authority
(EBA) in particular, and these will now gradually enter into force;
this will continue in subsequent years. Commerzbank has mitigated
the more stringent capital adequacy requirements by taking a
number of steps.

In addition, under Basel 3 the leverage ratio has been intro-
duced as a new and non-risk-sensitive debt ratio. Commerzbank
has set its own leverage ratio targets and applies them in its capital
management process.

The phasing in of capital buffers is a significant feature of the
Basel 3 revision, which has now been completed. The capital
conservation buffer, the buffer for other systemically relevant
institutions and the countercyclical capital buffer, which the
Federal Financial Supervisory Authority (BaFin) has again set at
0% for German exposures for 2019, have applied since 1 January
2016. The buffer for other systemically relevant institutions was
again set by BaFin for Commerzbank at 1% for 2019.

Liquidity risk is to be monitored by means of the liquidity
coverage ratio (LCR) and the net stable funding ratio (NSFR). The
LCR entered into force on 1 October 2015 and is binding on all
European banks. The final version of the NSFR, which was
approved by the Basel Committee in October 2014, was trans-
posed into European law as part of the Capital Requirements
Regulation II (CRR I and will become binding from 2021.
Commerzbank is already calculating both ratios as part of its
regulatory reporting processes, communicating them in its inter-

nal reporting and reporting them to the supervisory authority.

The CRR II was published together with the Capital Require-
ments Directive (CRD V) as part of the Risk Reduction Package in
the Official Journal of the European Union on 7 June 2019. As a
European directive, CRD V requires transposition into national law
within 18 months. The legislation implements, among other
things, the Basel Committee’s requirements on leverage ratio, net
stable funding ratio, regulations on trading book and large
exposures, and the treatment of investment funds. While some
regulations are already directly effective, large parts of the
regulation will only become binding in 2020 or later. In addition,
numerous specifications have yet to be made by the EBA.

The ECB, in its capacity as the supervisory authority for the
eurozone banks directly supervised by it, has conducted the
annual Supervisory Review and Evaluation Process (SREP) and
specified individual minimum capital requirements for each bank.

The aim of the ECB project is to harmonise RWA-relevant
models for market, counterparty and credit risk that fall within the
scope of the Single Supervisory Mechanism (SSM). In particular,
the scope for interpretation permitted by the regulations or arising
due to differences in national application is to be significantly
reduced in future. The relevant guides include rules that are to be
enacted in future and wide-ranging independent interpretations.
In addition to a thematic inclusion of the “General Topics”,
reviews of the counterparty risk, the internal market risk model
and the retail, mortgage lending, SME, large corporates and bank
portfolios were carried out between 2017 and 2019. With the
exception of the bank portfolio, the final reports have been
delivered.

For market and counterparty risk, final decisions have been
received, for retail, mortgage lending and SME, Commerzbank has
received new draft decisions following the completion of the
review process at the ECB’s Audit Committee and has commented
on them in due time, final decisions are outstanding. For large
corporates and banks we expect final decisions in 2020.

Group Risk Report
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The EU Bank Recovery and Resolution Directive has been in
force since mid-2014. Responsibility for the drafting of resolution
plans and the resolution of at-risk banks supervised by the ECB
was transferred to the Single Resolution Board (SRB) in Brussels
with effect from 1 January 2016. At the same time, eurozone banks
started to fund the Single Resolution Fund. The SRB defines the
formal minimum requirement for own funds and eligible liabilities
(MREL) for the banks under its responsibility on a consolidated
and individual basis.

The legal basis for setting MREL and TLAC was revised at
European level and published on 7 June 2019 as part of the Risk
Reduction Package in the form of the Single Resolution Mecha-
nism Regulation (SRMR II), the Bank Recovery and Resolution
Directive II (BRRD II) and the CRR II. The BRRD II as a European
directive requires implementation into national law within 18
months. The amendments include, among other things, adjust-
ments to the calculation logic and, for certain banks, a statutory
subordination requirement for parts of MREL. Most of the new
regulations will come into force in December 2020.

The Group-wide recovery plan was updated in 2019 to reflect
the regulatory requirements. The recovery plan describes in detail
for instance the courses of action and recovery potential available
to the Bank in the event of a crisis and which specific recovery
measures, in various stress scenarios, will enable the Bank to
complete its recovery.

Commerzbank operates in markets subject to national and

supranational regulation. In addition, it is subject to the over-

Default risk

Default risk is defined as the risk of losses sustained or profits
foregone due to the default of a counterparty. It is a quantifiable
material risk and includes the sub-risk types of credit default risk,
issuer risk, counterparty risk, country and transfer risk, dilution
risk and reserve risk.

arching requirements imposed by accounting standards. Changes

in regulatory requirements and accounting standards have
significantly grown in frequency and materiality in recent years.
They may have lasting implications for the financial industry in
general and Commerzbank’s business model in particular.
Commerzbank participates actively and at an early stage in the
consultation processes aimed at preparing for the constant changes
in the operating environment. It also monitors and evaluates
current developments as regards future regulatory projects.
Specific examples of these at global level are the final standards for
revising capital requirements for market risk now published by the
Basel Committee on Banking Supervision, and the revision of the
framework for operational risk and credit risk, including the
associated floor rules and disclosure requirements (“Basel 4)”. At
European level, Commerzbank is monitoring among other things
the implementation of Basel 4 as well as European Commission
initiatives to introduce a European deposit insurance scheme and
establish a capital markets union.

The regulatory environment also remains challenging with
regard to compliance risks. The focus here remains unchanged on
the subject areas of anti-money laundering (including
implementation of the 5th and 6th EU Anti-Money Laundering
Directive) and sanctions. In addition, anti-bribery and corruption
(including the United Kingdom Bribery Act, the United States
Foreign Corrupt Practices Act) and market compliance (primarily
US regulations, such as the Dodd-Frank Act, CFTC Regulations)

are putting further risk types into the regulatory focus.

Strategy and organisation

The credit risk strategy is the sub-risk strategy for default risks
and is derived from the overall risk strategy. It is embedded in the
ICAAP process of the Commerzbank Group and forms a link
between the Bank’s overall risk management across all risk types
and the operationalisation of default risk management. The
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overriding aim is to ensure the adequate quality of the credit
portfolio. To this end, the credit risk strategy defines the credit risk
tolerance, specifies risk strategy priorities, provides an overview of
the material credit risk management concepts and thereby plays
an integral part in maintaining the Group’s risk-bearing capacity.
The credit risk strategy makes use of quantitative and qualitative
management tools that give decision-makers clear guidance on
both portfolio management and decisions in specific cases.

Credit risk management is a joint task of the front office and
the risk function, based on a standardised Group-wide credit risk
culture. Impeccable moral and ethical conduct in compliance with
the law and regulations is a key element of a culture of integrity
and core to the credit risk culture. Default risks are assessed
against uniform standards, regardless of segment limits. In line
with the three lines of defence principle, the front office is the first
line of defence and must take risk aspects into account when
taking business decisions. The risk function (back office and Risk
Controlling) is the second line of defence, its fundamental task
being to manage, limit and monitor risks. The third line of defence
is Internal Audit. It is tasked with independently auditing the
Bank’s processes and safeguards, and as such also assesses the
activities of the first and second lines of defence.

The Group Credit Committee is the highest decision-making
committee for operative credit risk management, comprising two
representatives each from the back office and front office. It takes
decisions in line with the competencies delegated to it by the full
Board of Managing Directors and is responsible for managing all
credit risks. In so doing, the Group Credit Committee operates on
the basis of the valid credit risk strategy. Reporting to the Group
Credit Committee are sub-credit committees, which operate on the
basis of their respective rules of procedure and within the
competencies approved by the full Board of Managing Directors.
They comprise at least two representatives from the segments and
two representatives from Group Risk Management. The sub-credit
committees are responsible for managing all credit risks in the
sub-portfolios within their respective remit and are entitled, in
turn, to sub-delegate certain credit decisions within their
prescribed competencies.

Discrete back-office areas are responsible for operational credit
risk management at portfolio level and on a case-by-case basis.
The responsibilities are separated between the performing loan
area on the one hand and Intensive Care on the other. All credit
decisions in the performing loan area are risk/return decisions.
The front and back office take joint responsibility for risk and
return from an exposure, with the front office having primary
responsibility for the return, and the back office for the risk.
Accordingly, neither office can be overruled in its primary
responsibility in the credit decision process.

Higher-risk customers are handled by specialist Intensive Care
areas. The customers are moved to these areas as soon as they
meet defined criteria for assignment or mandatory transfer. The
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principal reasons for assignment to Intensive Care areas are
criteria relating to number of days overdrawn, together with event-
related criteria such as rating, third-party enforcement measures
or credit fraud. The Intensive Care function decides on further
action based on the circumstances of individual cases. Customers
must be transferred to Intensive Care if they are in default (for
example due to insolvency). This graduated approach ensures that
higher-risk customers can continue to be managed promptly by
specialists in a manner appropriate to the risks involved and in
defined standardised processes.

Risk management

Commerzbank manages default risk using a comprehensive risk
management system. The management framework comprises an
organisational structure, methods and models, quantitative and
qualitative management tools and regulations and processes. The
risk management system ensures that the entire portfolio and the
sub-portfolios, right down to individual exposure level, are
managed consistently and thoroughly on a top-down basis.

The ratios and measures required for the operational process of
risk management are based on the overarching Group objectives.
The principle of maintaining a low-risk profile in all business
decisions is closely combined here with the risk function’s aim of
providing the front office with appropriate support. The Bank’s
particular preference is for credit growth in granular lending
business with good credit ratings. It also prefers business and
products with low complexity and pays attention to the responsive-
ness of credit lines and exposures.

Quantitative credit risk strategy guidelines limit risks with
regard to poorer credit ratings and exposures with high loss-at-
default contributions (concentration management) and for selected
sub-portfolios with a high risk weight or regulatory importance,
and, as applicable, for individual products with a high portfolio
share. Detailed arrangements for operationalising the guidelines
for selected sub-portfolios are set out in separate portfolio
policies. In addition, qualitative management guidelines in the
form of credit policies define the target business of the Bank. At
the level of individual transactions, they regulate the transaction
type for which the available risk resources are to be used. These
credit policies are firmly embedded in the credit process:
transactions which do not meet the requirements are escalated
through a fixed competence regulation.

Group-wide guiding principles are based on risk-oriented
analyses of trends (e.g. of the development of weaker credit ratings
over time) combined with an assessment of external framework
conditions and internal rules. Risk-oriented analyses on key dates
(e.g. rating profile of individual asset classes) are used in particular
to derive portfolio guiding principles. Trend analyses of product-

specific risk drivers are key factors for determining product guiding
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principles (e.g. loan-to-value of mortgage lending). In contrast,
credit and portfolio policies are primarily produced through a
multi-level coordination process involving the product and portfolio
managers from the front and back offices, combined with an
assessment of internal and external information sources.

To monitor compliance with credit risk strategic rules,
continuous monitoring and reporting has also been set up at whole
Group level and at segment or sub-portfolio level. Asset quality
reviews by the risk function make an important contribution here to
quality assurance and early risk detection. The key aspects of
monitoring vary according to the subject matter and target
audience, and ad-hoc reporting processes are in place. In addition,
crisis events may pose a risk to the Bank’s capital and liquidity
adequacy and thereby to its risk-bearing capacity. In a crisis, the
Risk Mitigation Task Force will manage decisions flexibly in a
coordinated, Group-wide process. As part of the process,
emergency action plans ensure that risk-mitigation measures are
implemented quickly and efficiently.

The avoidance of risk concentrations is a core strategy of risk
management. Risk concentrations are actively managed in order to
identify at an early stage and contain the increased potential for
loss from the synchronous movement of risk positions. In addition
to exposure-related credit risk concentrations (bulk risks), default
risk also includes country and sector concentrations. Segment-
specific features are taken into account here.

A uniform definition based on “all-in” is used to manage bulk
risk. The all-in concept comprises all customer credit lines appro-
ved by the Bank in their full amount - irrespective of the loan utili-
sation to date.

Management and the Supervisory Board’s Risk Committee are
regularly informed about the results of the analyses.

Management of economic capital commitment

Economic capital commitment is managed in order to ensure that
the Commerzbank Group holds sufficient capital. To this end, all
relevant risk types in the overall risk strategy for economic risk
capital are given limits on a Group-wide basis, with, in particular, a
CVaR limit being specified. Due to the systematically restricted
options for reducing default risk on a short-term basis, it is
important to take account of expected trends (medium-term and
long-term) in order to manage credit risk. For this reason, forecast
values of credit risk parameters play a key role in ongoing
management. At segment and business area level, changes to
forecasts are monitored and adjustments made when necessary.
There is no cascaded capital limit concept for credit risk below

Group level.
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Overview of management instruments and levels

Risk strategies
and policies

\Z

Limit and
guideline systems

v

Portfolio monitoring
and reporting

Group

\Z

Structures of organisation
and committees

v

Overall risk strategy
plus sub-risk strategies for
significant risk types

Establishment of a general
risk understanding

and creation of a uniform
risk culture

Definition of Group limits
(across all risk types)

for capital and liquidity
management

Additional definition of
guidelines as key points of
the aspired target portfolio

Group Risk & Capital Monitor
plus risk type specific

Group formats (including
flash reporting)

Uniform, consolidated data
repository as basis for Group
reporting

Ensuring exchange of
information and networking
in committees that operate
across all risk types

Retaining qualified staff in
line with progressive product
innovation or regulatory
adjustments

Sub-portfolios

\Z

v

Clear formulation of risk
policy in guidelines
(portfolios, asset classes, etc.)

Differenciated credit authorities
based on compliance of
transactions with the Bank's
risk policy

Performance metrics on
level of risk categories and
sub-portfolios

Expansion of Group-wide
performance metrics

using sub-portfolio-specific
indicators

Portfolio batches as per
established portfolio calendar

Asset quality review and
analysis of High Attention
Parts (HAP)

Trigger monitoring with clear
escalation and reporting lines

Interdisciplinary composition
of segment committees

Ensuring uniform economic
opinions

Individual exposures

v

v

Rating-dependent and
bulk-sensitive credit authority
regulations with

clear escalation processes

Limitation of bulk risk

and uniform management
according to model-
independent all-in definition

Limit monitoring at
individual exposure level

Monthly report to the Board
of Managing Directors on
the development of bulk risks

Review of individual custom-
ers/exposures resulting from
asset quality review or HAP
analyses

Deal team structures

Institutionalized exchange
within the risk function, also
taking account of economic
developments

Sector-wise organization of
domestic corporate business
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Rating classification

The Commerzbank rating method comprises 25 rating classes for
customers not in default (1.0 to 5.8) and 5 default classes (6.1 to
6.5). The Commerzbank master scale allocates precisely one rating
class, stable over time, to each probability of default. The rating
methods are validated annually and recalibrated where necessary
so that they reflect the latest assessment based on all actual
observed defaults. The probability of default ranges assigned to
the ratings are the same for all portfolios. This ensures internal
comparability consistent with the master scale method. For

Commerzbank master scale

guidance and indicative purposes, the Commerzbank master scale
also shows external ratings as well as credit quality steps in
accordance with Article 136 CRR. However, a direct reconciliation
is not possible, because external ratings of different portfolios
show fluctuating default rates from year to year.

The credit approval authorities of both individual staff and the
committees (full Board of Managing Directors, Credit Committee,
sub-credit committees) are graduated by a range of factors includ-
ing size of exposure and rating class.

Commerzbank AG PD and EL mid-point PD and EL range S&P scale Credit quality steps in accordance
rating % % with Article 136 CRR’
1.0 0 0
AAA AAA
1.2 0.01 0-0.02 |
1.4 0.02 0.02 - 0.03 AA+
AA
1.6 0.04 0.03 - 0.05 AA, AA-
1.8 0.07 0.05-0.08 A+ A m
A Investment
2.0 0.11 0.08-0.13 A-
Grade
22 0.17 0.13-0.21 BBB+
2.4 0.26 0.21-0.31
BBB BBB m
2.6 0.39 0.31-0.47
2.8 0.57 0.47 - 0.68 BBB-
3.0 0.81 0.68 - 0.96 BB+
3.2 1.14 0.96 - 1.34 . Sub-
3.4 1.56 1.34-1.81 BB v investment
3.6 2.10 1.81-2.40 grade
3.8 2.74 2.40-3.10 BB-
4.0 3.50 3.10-3.90 B+
4.2 4.35 3.90-4.86
4.4 5.42 4.86 - 6.04 B B v Non-
4.6 6.74 6.04 -7.52 .
investment
4.8 8.39 7.52-9.35
B— grade
5.0 10.43 9.35-11.64
5.2 12.98 11.64 - 14.48 cce
5.4 16.15 14.48 - 18.01 cees Vi
5.6 20.09 18.01 -22.41 cec, cee-
cc, ¢ ¢ c
5.8 47.34 22.41-99.99 '
6.1 > 90 days past due
6.2 Imminent insolvency
6.3 100 Restructuring with recapitalisation D Default
6.4 Termination without insolvency
6.5 Insolvency

1 CRR = Capital Requirements Regulation (EU) No 575/2013.
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Risk mitigation

The collateral taken into account in risk management changed in
the period under review from €104.5bn to €114.1bn for positions
in the Group’s performing portfolio and from €0.9bn to €1.0bn for
positions in the default portfolio.

Commerzbank mitigates credit risk through various measures
including collateral and netting procedures.

Types of collateral include in particular land charges, financial
collateral, guarantees, indemnities, credit derivatives, life insu-
rance policies, other registered liens and other physical collateral.

The Bank takes account of credit risk mitigation effects from the
acceptance of recognisable warranties (guarantees, comparable
claims on third parties) by using the guarantor’s risk parameters
(PD and LGD) and/or the regulatory risk weightings.

As at the reporting date, no loan loss provisions were created
for transactions with a total volume of €5.5bn (31 December 2018:
€5.3bn), as these are entirely collateralised.

Where eligible from a regulatory point of view, guarantors are
subject to a creditworthiness check and rating assignment based
on their sector and business as part of the assessment of their
declaration of liability. The aim of the creditworthiness check is to
establish the guarantor’s creditworthiness and maximum solvency.

The quality of the collateralisation is rigorously checked in line
with regulatory requirements and monitored on an ongoing basis.
This includes in particular checks on legal enforceability and
regular measurement of the collateral, carried out at appropriate
intervals depending on the type of collateral, at least annually or
on an event-driven basis. Positive correlations between the
debtor’s creditworthiness and the value of the collateral or guaran-
tee are defined in the credit and collateral processing process.
Collateral processing for Corporate Clients is performed outside
the front office.

The Bank analyses all credit collateral (physical and personal
collateral) for evidence of collateral concentrations. The analysis
includes checks on various dimensions such as collateral
categories, the borrower’s rating classes or regional allocations of
collateral. The full Board of Managing Directors receives regular
information in respect of the above dimensions about changes in
the collateral pool and possible issues/concentrations.
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The measurement and processing of collateral is governed by
generally applicable standards and collateral-specific instructions
(guidelines, process descriptions, IT instructions). Legally verified
standard agreements and models are used wherever possible. The

standards established to hedge or mitigate credit risk include:

Legal and operational standards for documentation and data
collection and measurement standards.

Standards to ensure the uniformity and timeliness of collateral
measurement through the definition of measurement processes,
uniform measurement methods, parameters and defined collate-
ral discounts, clear definition of competences and responsibility
for the processing and measurement process, and regular
remeasurement frequencies.

Other standards to take account of specific risks such as
operational risk, correlation and concentration risk, market
price change risk (e.g. due to currency fluctuations), country
risk, legal and legal change risk and the risk of inadequate

insurance coverage.

Commerzbank Group

Commerzbank focuses its business on two customer segments,
Private and Small-Business Customers (PSBC) and Corporate
Clients (CC). In the As