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The German banking market is built on three pillars,
two of which are decentralised groups

Volksbanken

= == Raiffeisenbanken

Private
Banking Groups

Business Territory

Responsibility
Focus

Refinancing
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Local / Regional

Board-Level / In-Situ

Credit Business

Primarily through
Customer Deposits

Local / Regional

Board-Level /
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Credit Business

Primarily through
Customer Deposits

Germany
Europe / World

Board-Level from
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The Savings rtoceemsor s bk companee et
Banks Finance employed, in billion €, change in %
Group:

Ensures business 15,3
financing and

prevents credit

15,3

crunches.

i

10,6

19,9 2011 2012 2013 2014 2015
@ Savings Bank @ Big banks * Including residential construction; excluding
@ Landesbanken Regional and other financial intermediaries and insurance
@ Co-operative foreign banks corporations
sector Other credit source: Deutsche Bundesbank
institutions
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Savings Banks are close to their customers

Savings Banks > 403 Savings Banks* > 17,210 trainees *Eiigz:gsa 2So?f13516192'22001165
in Germany: > 233,742 employees > 14,451 branch offices
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Structure of
Savings Banks
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Savings Banks are not state banks

Savings Banks are predominantly credit institutions under public
law. Their responsible public bodies are the municipalities.

Savings Banks are not a consolidated group

Each Savings Bankis an independent credit institution. Savings
Banks focus on their own business territories, with cooperation
organised within the Group. The Institution Protection Scheme
provides protection for all Savings Banks.

Public service obligation and social commitment

Savings Banks are public welfare-oriented institutions. Rather than
profit maximisation, their aim is the sustainable development of
the real economy within their business territories.




Savings banks

actively promote
regional development
development.

Regional

- EUR 745.1 billion
in lending to customers

& (+3.4%)
Savings - EUR 361.6 billion
Bank in lending to enterprises
(+3.7%)*

- EUR 321.8 billion
in lending to households
(+3.5%)*

Figures as 0f 31.12.2011
*Figures as of 31.12.2015

Enterprizes
and self-
employed
persons
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Savings banks are
entrepreneurs
and taxpayers
who support

and shape

their region
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e, > €2.6billion in taxes
"> €361.6 billion

in lending to enterprises

@ (+3.8%)*
- € 81.2 billion

in new business loans
(+16.9%)*
partner
> €470 million in funding for
' promoting culture, the arts,
: social projects and sporting
T activities.*™

** Savings Banks and partners
within the Group

Savings Bank

Regional
development

Figures as of 31.12.2015
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The

Savings Banks
Foundation for
International
Cooperation
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‘Think globally, act locally, cooperate internationally’

Sparkassenstiftung makes the 200 years of German
Sparkassen experience accessible to similar
institutions in developing countries and emerging
economies. This strengthens regional and local

financial structures.

Sparkassenstiftung supports savings banks around the
globe, empowering them to operate professionally and
profitably and to fulfil their social mandate.
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Savings Banks Foundation for International Cooperation

® Improve level of professionalism of partner
institutions to cater to the special needs of their

Improve access to
financial services

target groups
Ensure ® Adjust and implement factors of success of the
sustainability German Sparkassen by means of practice-oriented
consultancy

® Accompany partner institutions’ process of

Impart Know-how institutional further development

Improve economic ® Support creation of jobs and improve development
framework possibilities of broad segments of the population and
conditions regionally operating enterprises




The Case for
Ireland
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http://upload.wikimedia.org/wikipedia/commons/7/74/Ireland_(MODIS).jpg
http://upload.wikimedia.org/wikipedia/commons/7/74/Ireland_(MODIS).jpg

Finance Needs of SMES - Response ?

Commercial Banks - provider of

Finance for working capital insufficient SME applications put
supply on the side

Finance for investment hardly any too risky for
centralised decision

Finance for start-ups no too risky for
centralised decision

Access to donor programs ? limited capability to
advise not
profitable

Fair market conditions ?

oligopolin Irish
banking sector
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Finance Needs of SMESs - Local Banks respond

They are provider of

Fair market conditions yes increased competition

Finance for working capital yes Local & objective risk
assessment

Finance for investment yes understanding local

potential for growth

Finance for start-ups yes local advisor and
finance partner

Access to donor programs yes expertise and advisory
capacity
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The Case for Access to Donor Programs
Ireland
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Commercial Banks'

- N
/ \
______ SRR U
// \\
/' Local Public Banks \\
// \
/ ‘
__./[ ______________________________________ *____

Credit Unions

The Case for
Ireland




Example: SME customers divided into 2 large groups based on turnover

Big corporate customers
Corporate clients institutional customers

. Turnover up to EUR 1,000,000
high-turnover SMEs or liabilities up to EUR 250,000

Turnover up to EUR 200,000
and liabilities up to
EUR 50,000

low-turnover SMEs
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Advisers are the main point of contact for commercial and private banking
needs — our expert advisers provide professional support in both areas

Asset
managers

Actuaries

SME customer
advisers

——

Specialist advisers
Leasing

° Specialist advisers
S Sparkassenstiftung fir E-banking
internationale Kooperation

VN

Mortgage finance
advisers

Specialist advisers
International
business
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With our financing concepts, we systematically cover all levels of the financial hierarchy of needs -
both private and commercial

Commercial: e.qg. Private: e.g.

= Asset generation,

= Planned/ unplanned business investment

hand-over

i . = Personal pension scheme
= Working capital loan P

= Commercial liability

Household goods/legal
insurance

insurance

= Business current
account/ electronic
banking

Personal current
account
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We discuss our customer's ideas in-depth — and examine each of their needs separately

Planning and investing
Operating loan, investment loan, leasing

1. Investingin the company

-What kind of investments do you want to make?
-What kinds of financing are you familiar with?
Which ones are you currently using?

(Short, medium, long-term loans /leasing)

When are your existing contracts due to end?

5. Foster ownership

Save taxes with own business premises and build up assets:

-Are you planning to make any location changes?
-What are your private objectives with respect to

living accommodation?
4. Optimising financing

2. Business development
What is the order situation like at present?

How do you envisage your companyin3-5-10
years’ time?

3. Financing options

-How long will you use the investment

in your company (service life = max. term)?
When are your existing contracts due to end?
-How important s it for you to have a flexible
financing option? (unscheduled repayments)

We secure liquidity by virtue of our good reputation:
-Which of your business partners require guarantees as security?
. -What liquidity framework do you need to make use
S sparkassenstiftung fiir of traders’ discounts or other advantages? (Extend overdraft facility)

internationale Kooperation
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We can offer our customers a wide range of customised conventional financing solutions

Additional liquidity \

5 Firmenkredit-Dispo
(Business overdraft facility)

= Factoring p

Use guarantees to maintain
liquidity

5 7
F (Business loan - surety)

B

(N RV &« &

J

Long-term investments

N

b ¥

(]

& Mortgage, public funding
5 Firmenkredit-Kompakt
(Business loan — compact)
] Firmenkredit-Kompakt
Business loan - investment (start-up) J

leasing

Investments through \

™
= Firmenleasing
(Company leasing)
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Unforeseen developments need to be identified as early on as possible to allow for more options

action
S 1 . ! ° . °
. Strategic | . Earnings ! " Liquidity
Crsis ! crisis ! crisis
A | |
Company situation ; :
Manage : :
ment’s ' :
scope : I
for I :
action ! I
l
| I
1
Market share losses : Drop in turnover
:
|
: Capacity utilisation
|
M . . ]
é Sparkassenstiftung fur ¥ . T]me'
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Once a problem is identified, the bank can pursue various courses of action, for example:

==

[ Various courses of action ]

[Confrontation }

Repay
loan

Non-financial

Support
borrower
liquidation
Financial
| | | | |
Guarantee Bridging Participation || Cancel- Waiver
State / facility Company lation
Federal
Level

Company
bankruptcy

Adviser

Search for
investors,
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Once a customer requires 'restructuring support’, a specialist supervisor takes over

| |
Normal I Intensive . | o 5
support and l support and Restructurmg ! W]nd]ng up
supervision | supervision Support |
_ | _ :
(] ¥ >
Market commitment Problem loans

processed by specialists

* Formal criterion problem loan. Categorised in our
early warning system as 'restructuring' (former early warning

[
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The Case for e
Ireland
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The Case Business model
for IrEIand e positioning in the market

e customer targets

e product & service mix

e market share in

loans/deposits Background
* pricing

* core competences
e risk management

e image and reputation

wblic mandate /

(]
5 Sparkassenstiftung fiir
internationale Kooperation 27




The Case for Key Customer Groups
Ireland of the Region




Business Plan

KS —year business plan, monthly \

calculations performed

e detailed cost and income assumptions
e profit and loss calculation

e liquidity planning

- /
—

Based on local input and experience
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P&L based on banking sales

€1,500,000
£1,300,000
€1,100,000
€900,000
€700,000
€500,000

€300,000

Profit & Loss (PER MONTH)

€100,000
~€100,000

-

1 4 7 10 13 16 19 22 25 28 31 34 37 40 43 46 49 52 55 58 61 64 67 70 73 76 79 82 85 88 91 94 97 100
Months after launch

~€300,000

—_—
-€£500,000
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National Association of Local Public Banks

centralized support unit ’ economies of scale and stability

Central Service Provider

Strategic Develocpment and Support

franchise
cantract

Supervision &
Risk
Management

Central Services

IT, Mi5, Product Development,
Leasing. Housing.Start-Up
Fimance, Export Fimance, Finance
for Econ.Devy,, Traiming, etc,

Local
Public
Bank

Local Local
Public Public
Bank Bank
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The Case

for Ireland
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Does Sparkasse work in Ireland ?

-Yes - but with several caveats!

-Ireland needs legislation to make it act and look like the German structure.

-Approaches taken in developing and transition economies provide lessons
but are “greenfield” examples.

-ldiosyncratic aspects of the Irish banking system may pose special
challenges.

-Cultural distinctions.

-Exogenous factors add uncertainty to the modeling — Ultimately we need to
know what Brexit will look like.
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Go raibh maith agat!
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