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RESPONSIBILITY STATEMENT

The Bank with its registered office in Frankfurt am Main assumes responsibility for the information
contained in this prospectus (the “Prospectus”). To the best of the knowledge and belief of the Bank
the information contained in this Prospectus is in accordance with the facts and does not omit anything
likely to affect the import of such information. Each of the Company and the Trust with its respective
registered office in Wilmington, Delaware accepts responsibility for the information contained in this
Prospectus about itself and the description of the Company Securities and the Trust Preferred Secu-
rities respectively and to the best of their knowledge and belief, the information is in accordance with
the facts and does not omit anything likely to affect the import of such information. Neither the Com-
pany nor the Trust accepts responsibility for any other information contained in this Prospectus.

NOTICE

Each of the Bank, the Company and the Trust further confirms (the Company and the Trust only in re-
spect of itself and the Company Securities and the Trust Preferred Securities respectively) that (i) this
Prospectus contains all information with respect to the Bank, the Company and the Trust, the Trust
Preferred Securities, the Company Class B Preferred Securities and the Debt Securities (as defined
herein) that is material in the context of the listing, issue and offering of the Trust Preferred Securities,
including all information which, according to the particular nature of the Bank, the Company and the
Trust and of the Trust Preferred Securities, the Company Class B Preferred Securities and the Debt
Securities is necessary to enable investors and their investment advisors to make an informed assess-
ment of the assets and liabilities, financial position, profits and losses, and prospects of the Bank, the
Company and the Trust and of the rights attached to the Trust Preferred Securities, the Company Class
B Preferred Securities and the Debt Securities; (ii) the statements contained in this Prospectus relating
to the Bank, the Company and the Trust are in every material respect true and accurate and not mis-
leading; (iii) there are no other facts the omission of which would in the context of the issue and offer-
ing of the Trust Preferred Securities make any statement in this Prospectus misleading in any material
respect; and (iv) reasonable enquiries have been made by the Bank, the Company and the Trust to
ascertain such facts and to verify the accuracy of all such information and statements.

No person is authorized to provide any information or to make any representation not contained in this
Prospectus, and any information or representation not contained in this Prospectus must not be relied
upon as having been authorized by the Bank, the Trust or the Company or by the Lead Managers.
Neither the delivery of this Prospectus nor any sale made hereunder shall, under any circumstances,
create any implication that there has been no change in the affairs of the Bank, the Company or the
Trust or any of their affiliates since the date of this Prospectus, or that the information herein is correct
at any time since the date of this Prospectus.

No action has been taken to permit an offering of the Trust Preferred Securities in any jurisdiction
where action would be required for such purpose. The distribution of this Prospectus and the offering
of the Trust Preferred Securities in certain jurisdictions may be restricted by law. Each purchaser of the
Trust Preferred Securities must comply with all applicable laws and regulations in force in any jurisdic-
tion in which it purchases, offers or sells the Trust Preferred Securities or possesses or distributes this
Prospectus and must obtain any consent, approval or permission required by it for the purchase, offer
or sale by it of the Trust Preferred Securities under the laws and regulations in force in any jurisdiction
to which it is subject or in which it makes such purchases, offers or sales, and none of the Trust, the
Company, the Bank or the Lead Managers shall have any responsibility therefor. See “Subscription and
Sale”

Neither the U.S. Securities and Exchange Commission nor any other regulatory body in the United
States of America has approved or disapproved of the Trust Preferred Securities or determined
whether this Prospectus is truthful or complete. Any representation to the contrary is a criminal
offense.



STABILISATION

IN CONNECTION WITH THE ISSUE OF THE TRUST PREFERRED SECURITIES, MORGAN STAN-
LEY & CO. INTERNATIONAL LIMITED (“MORGAN STANLEY”) AS STABILISING MANAGER (OR
ANY PERSON ACTING ON ITS BEHALF) MAY OVER-ALLOT THE TRUST PREFERRED SECU-
RITIES (PROVIDED THAT THE AGGREGATE PRINCIPAL AMOUNT OF THE SECURITIES ALLOTED
DOES NOT EXCEED 105 % OF THE AGGREGATE LIQUIDATION PREFERENCE AMOUNT OF THE
TRUST PREFERRED SECURITIES (OR SUCH OTHER PERCENTAGE AS MAY BE APPLICABLE TO
ANY SUCH ACTIONS) IN THE JURISDICTION WHERE SUCH ACTIONS ARE TO BE EFFECTED)
OR EFFECT TRANSACTIONS WITH A VIEW TO SUPPORTING THE MARKET PRICE OF THE
TRUST PREFERRED SECURITIES AT A LEVEL HIGHER THAN THAT WHICH MIGHT OTHERWISE
PREVAIL. HOWEVER, THERE IS NO ASSURANCE THAT MORGAN STANLEY AS STABILISING
MANAGER (OR PERSONS ACTING ON ITS BEHALF) WILL UNDERTAKE STABILISATION
ACTION. ANY STABILISATION ACTION MAY BEGIN AT ANY TIME AFTER THE ADEQUATE PUB-
LIC DISCLOSURE OF THE FINAL TERMS OF THE OFFER OF THE TRUST PREFERRED SECU-
RITIES AND, IF BEGUN, MAY BE ENDED AT ANY TIME, BUT IT MUST END NO LATER THAN
THE EARLIER OF 30 CALENDAR DAYS AFTER THE DATE OF THE RECEIPT OF THE PROCEEDS
OF THE ISSUE BY THE TRUST OR 60 CALENDAR DAYS AFTER THE DATE OF THE ALLOTMENT
OF THE TRUST PREFERRED SECURITIES OR, AS THE CASE MAY BE, SUCH OTHER DATE(S) AS
MAY BE APPLICABLE TO ANY SUCH ACTION IN THE JURISDICTION WHERE SUCH ACTIONS
ARE TO BE EFFECTED. SUCH STABILISING SHALL BE IN COMPLIANCE WITH ALL LAWS, REGU-
LATIONS AND RULES OF ANY RELEVANT JURISIDICTION.
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SUMMARY

The following constitutes the summary (the “Summary”) of the essential characteristics of and risks
associated with the Bank, the Company and the Trust as well as the Trust Preferred Securities and the
Company Class B Preferred Securities (each as defined below). This Summary should be read as an
introduction to this Prospectus. It does not purport to be complete and is taken from, and is qualified
in its entirety by, the remainder of this Prospectus. Any decision by an investor to invest in the Trust
Preferred Securities should be based on consideration of this Prospectus as a whole. Where a claim
relating to the information contained in this Prospectus is brought before a court, the plaintiff investor
might, under the national legislation of such court, have to bear the costs of translating the Prospectus
before the legal proceedings are initiated. Civil liability attaches to those persons who have tabled this
Summary including any translation thereof, and applied for its notification, but only if the Summary is
misleading, inaccurate or inconsistent when read together with the other parts of this Prospectus.

Introductory Summary of the Transaction

The Trust exists for the sole purposes of issuing the Trust Preferred Securities, investing the gross pro-
ceeds thereof in the Company Class B Preferred Securities and engaging in activities necessary or inci-
dental thereto. In addition to the Company Class B Preferred Securities, the Company will also issue
one voting common security (the “Company Common Security”) and one noncumulative Class A
preferred security (the “Company Class A Preferred Security”, and, together with the Company Com-
mon Security and the Company Class B Preferred Securities, the “Company Securities”). The Com-
pany Common Security and the Company Class A Preferred Security will be owned by the Bank or a
Bank Affiliate (as defined below).

The Company will use the proceeds from the issuance of the Company Class B Preferred Securities to
acquire € 1,000,000,000 subordinated notes due 12 April 2036 issued by the Bank (the “Initial Debt
Securities”). The income received by the Company from the Initial Debt Securities, any subordinated
notes issued by the Bank (acting directly or through a branch) or a Bank Subsidiary (as defined below) in
excess of and on terms identical with the Initial Debt Securities (“Additional Debt Securities”) and
any subordinated debt securities issued by the Bank (acting directly or through a branch) or a Bank
Subsidiary with terms identical to those of the Initial Debt Securities (“Substitute Debt Securities”)
(the Substitute Debt Securities together with the Initial Debt Securities and the Additional Debt Secu-
rities, the “Debt Securities”), will be available for distribution, as appropriate, to the holders of the
Company Class B Preferred Securities, the Company Class A Preferred Security and the Company
Common Security.

Periodic distributions to the holders of the Trust Preferred Securities paid in accordance with the
amended and restated trust agreement of Commerzbank Capital Funding Trust | dated 30 March 2006
(“Trust Agreement”) to holders of the Trust Preferred Securities (“Trust Capital Payments”) are
expected to be paid out of, and will be limited to, periodic distributions to holders of the Company
Class B Preferred Securities (“Class B Capital Payments”) declared (or deemed declared) and paid in
accordance with the amended and restated limited liability company agreement of the Company dated
as of 30 March 2006 (“LLC Agreement”).

According to the LLC Agreement, Class B Capital Payments shall be limited to, for any given Payment
Period (as defined below), the excess of the amounts payable (whether or not paid) on the (i) Debt
Securities or (ii) after 12 April 2036, the scheduled maturity of the Initial Debt Securities (“Maturity
Date”), obligations and other investments that the Company may then hold in accordance with the
LLC Agreement over any operating expenses of the Company not paid or reimbursed by or on behalf
of the Bank or a Bank Affiliate during such Payment Period, plus any reserves (“Company Operating
Profits”).

Subject to the terms of the LLC Agreement, Class B Capital Payments shall be payable by the Com-
pany on a noncumulative basis and accrue on the liquidation preference amount of € 50,000 per Com-
pany Class B Preferred Security.




In the period from and including the Issue Date to but excluding the Initial Redemption Date (the
“Fixed Rate Period”), Class B Capital Payments shall accrue at the Fixed Rate (as defined in “Sum-
mary — Summary of the Terms of the Trust Preferred Securities and the Terms of the Company Class B
Preferred Securities — Fixed Rate”). Such Class B Capital Payments will be made annually in arrear on
12 April in each year falling in the Fixed Rate Period (commencing on 12 April 2007) and on the Initial
Redemption Date (each such date, a “Fixed Payment Date”). If a Fixed Payment Date is not a Busi-
ness Day (as defined below), the holder of the Company Class B Preferred Securities shall not be
entitled to any Class B Capital Payment until the next following Business Day and shall not be entitled
to further interest or other payment in respect of such delay. Class B Capital Payments in relation to the
first Payment Period (with a term of more than one year), payable on the first Fixed Payment Date, will
amount to € 2,595.25 per Company Class B Preferred Security. If, at any time during the Fixed Rate
Period, Class B Capital Payments are to be calculated for a period of less than one year, such Class B
Capital Payments shall be calculated on the basis of the actual number of days elapsed in such calcula-
tion period, divided by the actual number of days (365 or 366) in the relevant annual payment period.

In the period from and including the Initial Redemption Date to but excluding the date of redemption of
the Company Class B Preferred Securities (the “Floating Rate Period”), Class B Capital Payments for
the respective Payment Period shall accrue at the Floating Rate (as defined in “Summary — Summary
of the Terms of the Trust Preferred Securities and the Terms of the Company Class B Preferred Secu-
rities — Floating Rate"”). Such Class B Capital Payments will be made quarterly in arrear on 12 January,
12 April, 12 July and 12 October in each year falling in the Floating Rate Period (commencing on 12 July
2016) and on the date of redemption of the Company Class B Preferred Securities (the “Redemption
Date”), unless such date would otherwise fall on a day which is not a Business Day, in which event
payment shall be made on the first following day which is a Business Day, unless it would thereby fall
into the next calendar month, in which event payment shall be made on the immediately preceding
Business Day (each such date, a “Floating Payment Date”). Class B Capital Payments payable on any
Floating Payment Date are calculated on the basis of the actual number of days elapsed in the respec-
tive Payment Period, divided by 360.

“Business Day” means any day (other than a Saturday or a Sunday) (i) on which the Trans-European
Automated Real-time Gross settlement Express Transfer (TARGET) system is operating credit or trans-
fer instructions in respect of payments in euro (a “TARGET Business Day”) and (ii) on which commer-
cial banks and foreign exchange markets settle payments and are open for general business (including
dealings in foreign exchange and foreign currency deposits) in London.

“Payment Date” means any Fixed Payment Date and any Floating Payment Date.

“Payment Period” means (i) with regard to the Fixed Rate Period each period from and including the
Issue Date to but excluding the first Fixed Payment Date and thereafter as from and including any Fixed
Payment Date to but excluding the next following Fixed Payment Date and (ii) with regard to the Float-
ing Rate Period each period from and including the Initial Redemption Date to but excluding the first
Floating Payment Date and thereafter as from and including any Floating Payment Date to but exclud-
ing the next following Floating Payment Date.

If the Company does not declare (and is not deemed to have declared) a Class B Capital Pay-
ment in respect of any Payment Period, holders of the Company Class B Preferred Securities
will have no right to receive a Class B Capital Payment in respect of such Payment Period, and
the Company will have no obligation to pay a Class B Capital Payment in respect of such Pay-
ment Period, whether or not Class B Capital Payments are declared (or deemed to have been
declared) and paid in respect of any future Payment Period. In such a case, no corresponding
Trust Capital Payments will be made for such Payment Period.

Despite sufficient Company Operating Profits and sufficient Bank Distributable Profits (as defined
below), the Company will not be permitted to make Class B Capital Payments on any Payment Date
(or a date set for redemption or liquidation) if on such date there is in effect an order of the German
Federal Financial Supervisory Authority (Bundesanstalt fiir Finanzdienstleistungsaufsicht) (“BaFin”) or
other relevant regulatory authority pursuant to the German Banking Act (Kreditwesengesetz) (“Ger-
man Banking Act”) or any other applicable regulatory provision prohibiting the Bank from making any
distributions of its profits (including to the holders of Parity Securities (as defined below)).




Prior to the issuance of the Company Class B Preferred Securities, the Bank and the Company will
enter into a subordinated support agreement for the benefit of the holders of the Company Class B
Preferred Securities (the “Support Undertaking”). Pursuant to the Support Undertaking, the Bank
will undertake that (i) the Company will at all times be in a position to meet its obligations if and when
such obligations are due and payable, including Class B Capital Payments declared (or deemed
declared) on, and payments due upon redemption of, the Company Class B Preferred Securities (plus
additional amounts payable by the Company pursuant to the terms of Company Class B Preferred
Securities and by the Trust pursuant to the terms of the Trust Preferred Securities as a result of deduc-
tion or withholding on Capital Payments (as defined below) or on repayment upon redemption thereof
(collectively, “Additional Amounts”), if any), and (ii) in liquidation, the Company will have sufficient
funds to pay the aggregate liquidation preference amount of the Company Class B Preferred Securities,
including accrued and unpaid Class B Capital Payments for the then current Payment Period to but
excluding the date of liquidation and Additional Amounts, if any. Each holder of Company Class B Pre-
ferred Securities will be a third-party beneficiary of the Support Undertaking.

The Support Undertaking is not a guarantee of any kind that the Company will at any time have
sufficient assets to declare Class B Capital Payments or other distributions. The Bank’s obliga-
tions under the Support Undertaking are subordinated to all of its senior and subordinated debt
obligations.

On the Initial Redemption Date or on any Floating Payment Date thereafter, the Company Class B Pre-
ferred Securities shall be redeemable at the option of the Company, in whole but not in part, at a re-
demption price per Company Class B Preferred Security equal to the liquidation preference amount
thereof, plus accrued and unpaid Class B Capital Payments for the then current Payment Period to, but
excluding, the Redemption Date, plus Additional Amounts, if any (the “Redemption Price”).

If the Company Class B Preferred Securities are redeemed prior to the Initial Redemption Date, such
redemption shall be at a redemption price per Company Class B Preferred Security equal to the higher
of the Redemption Price or the Make-Whole Amount (as defined in “Summary — Summary of the
Terms of the Trust Preferred Securities and the Terms of the Company Class B Preferred Securities”)
(the “Early Redemption Price”), unless the Company Class B Preferred Securities are redeemed
solely as a result of a Tax Event (as defined in “Summary — Summary of the Terms of the Trust Pre-
ferred Securities and the Terms of the Company Class B Preferred Securities”) as described under (B)
of the definition of Tax Event in which case the Company Class B Preferred Securities will be redeemed
at the Redemption Price.

If the Company repurchases or otherwise redeems the Company Class B Preferred Securities, the pro-
ceeds from such redemption shall be simultaneously applied pro rata to redeem Trust Preferred Secu-
rities having an aggregate liquidation amount equal to the aggregate liquidation preference amount of
the Company Class B Preferred Securities so purchased or redeemed at a redemption price equal to
the liquidation preference amount of the Company Class B Preferred Securities being redeemed, plus
any accrued and unpaid Capital Payments for the then-current Payment Period up to but excluding the
Redemption Date, plus Additional Amounts, if any.

The Company Class B Preferred Securities and the Trust Preferred Securities will not have any
scheduled maturity date and will not be redeemable at any time at the option of the holders
thereof.

Upon the occurrence of a Trust Special Redemption Event or in the event of any voluntary or involun-
tary dissolution, liquidation, winding up or termination of the Trust, holders of the Trust Preferred Secu-
rities will be entitled to receive a corresponding number of the Company Class B Preferred Securities.

Since the sole assets of the Trust are the Company Class B Preferred Securities and because the
holders of the Trust Preferred Securities may receive the Company Class B Preferred Securities
in certain circumstances, prospective purchasers of the Trust Preferred Securities are also mak-
ing an investment decision with respect to the Company Class B Preferred Securities and
should carefully review all of the information regarding the Company Class B Preferred Secu-
rities.




Prior to or simultaneously with the completion of the Offering, the Company, the Trust and the Bank
will engage in the following transactions: (i) the Company will issue to the Bank, or a Bank Affiliate, the
Company Common Security; (ii) the Company will issue to the Bank, or a Bank Affiliate, the Company
Class A Preferred Security; (iii) the Trust will issue to the Bank, or a Bank Affiliate, the Trust Common
Security; (iv) the Trust will issue the Trust Preferred Securities to Commerzbank Aktiengesellschaft,
Dresdner Bank AG London Branch, Deutsche Bank AG, London Branch and Morgan Stanley & Co.
International Limited (collectively the “Lead Managers”), who will sell the Trust Preferred Securities
to investors; (v) the Company will issue the Company Class B Preferred Securities to the Trust and (vi)
the Company will acquire the Initial Debt Securities.

The Bank or an entity that is consolidated with the Bank for German bank regulatory purposes and of
which more than fifty percent (50 %) of voting rights and of outstanding capital stock or other equity
interest is, at the time, beneficially owned or controlled directly or indirectly by the Bank (“Bank Sub-
sidiary”) will enter into a services agreement dated 30 March 2006 (as amended from time to time,
the “Services Agreement”) with the Company, the Trust and the servicer thereunder (the “Servi-
cer”). The Bank or a Bank Subsidiary, as the holder of the Company Common Security, will elect the
board of directors of the Company (the “Board of Directors”), which initially will consist of three direc-
tors.

The following diagram outlines the relationship among the Company, the Trust and the Bank following
completion of the Offering:
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Summary of the Terms of the Trust Preferred Securities and
the Terms of the Company Class B Preferred Securities

Issuer

Bank

Joint Lead
Managers

Principal Paying
Agent

Irish Paying Agent
Transfer Agent
Calculation Agent

Securities Offered

Form and
Denomination

Ranking

Maturity

Capital Payments

Commerzbank Capital Funding Trust | is a Delaware statutory trust formed for
the purpose of holding the Company Class B Preferred Securities.

Commerzbank Aktiengesellschaft is a stock corporation (Aktiengesellschaft)
under German law with its registered office in Frankfurt am Main and its head
office at Kaiserplatz, 60261 Frankfurt am Main, Federal Republic of Germany.

Commerzbank Aktiengesellschaft
Deutsche Bank AG, London Branch
Dresdner Bank AG London Branch

Morgan Stanley & Co. International Limited

Commerzbank Aktiengesellschaft, Frankfurt am Main, Germany

Commerzbank Europe (Ireland), Dublin, Ireland
Commerzbank Aktiengesellschaft, Frankfurt am Main, Germany
Commerzbank Aktiengesellschaft, Frankfurt am Main, Germany

The Trust will offer 20,000 Trust Preferred Securities with a liquidation prefer-
ence amount of € 50,000 per Trust Preferred Security. The terms of the Trust
Preferred Securities will be substantially identical to the terms of the Company
Class B Preferred Securities.

The Trust Preferred Securities, with an aggregate liquidation preference amount
with respect to the assets of the Trust of € 1,000,000,000 and a liquidation pre-
ference amount with respect to the assets of the Trust of € 50,000 per Trust
Preferred Security will be evidenced by global certificates registered in the
name of Clearstream Frankfurt and will be issued in denominations of € 50,000.

The Company Class B Preferred Securities with an aggregate liquidation prefer-
ence amount with respect to the assets of the Company of € 1,000,000,000 and
a liquidation preference amount with respect to the assets of the Company of
€50,000 per Company Class B Preferred Security will be evidenced by an instru-
ment registered in the name of the Trust.

In the event of any voluntary or involuntary liquidation, dissolution, winding up or
termination of the Company, the Company Class B Preferred Securities will rank
junior to the Company Class A Preferred Security, and the Company Class B
Preferred Securities will rank senior to the Company Common Security, pro-
vided that any payments made by the Bank pursuant to the Support Undertak-
ing will be payable by the Company solely to the holders of the Company Class B
Preferred Securities.

The Trust Preferred Securities and the Company Class B Preferred Securities
will not have a maturity date and will not be redeemable at any time at the
option of the holders thereof.

Subject to the terms of the Trust Agreement and the LLC Agreement, Trust
Capital Payments and Class B Capital Payments shall be payable by the Trust or
the Company, as the case may be, on a noncumulative basis and accrue on the
respective liquidation preference amounts of € 50,000 per Trust Preferred
Security and € 50,000 per Company Class B Preferred Security.
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Stated Rate

Fixed Rate

Floating Rate

Reference Rate

In the Fixed Rate Period, Trust Capital Payments and Class B Capital Payments
shall accrue at the Fixed Rate and will be made annually in arrear on each Fixed
Payment Date. If a Fixed Payment Date is not a Business Day, the holder of the
Trust Preferred Securities and the Company Class B Preferred Securities shall
not be entitled to any Trust Capital Payment or Class B Capital Payment until the
next following Business Day and shall not be entitled to further interest or other
payment in respect of such delay. Trust Capital Payments and Class B Capital
Payments in relation to the first Payment Period (with a term of more than one
year), payable on the first Fixed Payment Date, will amount to € 2,595.25 per
Trust Preferred Security and Company Class B Preferred Security respectively.
If, at any time during the Fixed Rate Period, Trust Capital Payments or Class B
Capital Payments are to be calculated for a period of less than one year, such
Trust Capital Payments or Class B Capital Payments shall be calculated on the
basis of the actual number of days elapsed in such calculation period, divided by
the actual number of days (365 or 366) in the respective annual payment period.

In the Floating Rate Period, Trust Capital Payments and Class B Capital Pay-
ments for the respective Payment Period shall accrue at the Floating Rate and
will be made quarterly in arrear on each Floating Payment Date. Trust Capital
Payments and Class B Capital Payments payable on any Floating Payment Date
are calculated on the basis of the actual number of days elapsed in the respec-
tive Payment Period, divided by 360.

“Capital Payments” are, with respect to the Trust Preferred Securities, the
Trust Capital Payments, and, with regard to the Company Class B Preferred
Securities, the Class B Capital Payments.

The “Stated Rate” is the Fixed Rate with respect to Payment Periods falling in
the Fixed Rate Period and the Floating Rate with respect to Payment Periods
falling in the Floating Rate Period.

The “Fixed Rate” means a rate of 5.012 % per annum.

The “Floating Rate” is the Reference Rate (as defined below) for the accrual of
Capital Payments plus 2.15 % per annum. The Calculation Agent will notify the
Floating Rate (i) to Clearstream Frankfurt, Clearstream Luxembourg and Euro-
clear and (ii) for so long as the Trust Preferred Securities are listed on the Frank-
furt Stock Exchange and the rules of such stock exchange so require, by publica-
tion in at least one daily newspaper having general circulation in Germany
(which is expected to be the Borsen-Zeitung) without undue delay after each
Determination Date (as defined below).

The “Reference Rate” means the rate per annum, determined by Commerz-
bank Aktiengesellschaft in its capacity as calculation agent under the LLC Agree-
ment and the Initial Debt Securities (the “Calculation Agent”) to correspond to
the three months EURIBOR rate for deposits in euro published on Telerate Page
248 (or such other page or service as may replace it for the purposes of such
rate) (the “Screen Page”) at or about 11:00 a.m. (Central European time) on
the relevant Determination Date.

If the foregoing rate does not appear on the Screen Page or the Screen Page is
not available on the relevant Determination Date, then the Reference Rate for
the respective Payment Period shall be the arithmetic mean (rounded, if neces-
sary, to the nearest one thousandth of a percentage point, 0.0005 being rounded
upwards) determined by the Calculation Agent of the rates which five reference
banks selected by the Calculation Agent in conjunction with the Trust (the “Ref-
erence Banks”), quote to prime banks on the relevant Determination Date for
three months deposits in euro. Should two or more of the Reference Banks pro-
vide the relevant quotation, the arithmetic mean shall be calculated as described
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Capital Payments
Excluded

above on the basis of the quotations supplied. If less than two Reference Banks
provide a quotation, then the Reference Rate for the respective Payment Period
shall be determined by the Calculation Agent in its reasonable discretion.

“Determination Date” means in respect of each Payment Period falling in the
Floating Rate Period, the second TARGET Business Day prior to the commence-
ment of the relevant Payment Period.

Trust Capital Payments are expected to be paid out of Class B Capital Payments
received by the Trust from the Company. Class B Capital Payments are
expected to be paid by the Company out of the Company Operating Profits.

If the Company does not declare (and is not deemed to have declared) a
Class B Capital Payment in respect of any Payment Period, the holders of
the Company Class B Preferred Securities will have no right to receive a
Class B Capital Payment in respect of such Payment Period, and the Com-
pany will have no obligation to pay a Class B Capital Payment in respect of
such Payment Period, whether or not Class B Capital Payments are
declared (or deemed to have been declared) and paid on the Company
Class B Preferred Securities in respect of any future Payment Period.

Class B Capital Payments are authorized to be declared and paid on any Pay-
ment Date to the extent that:

(i) the Company has an amount of Company Operating Profits for the Payment
Period ending on the day immediately preceding such Payment Date at least
equal to the amount of such Class B Capital Payments, and

(i) the Bank has an amount of Bank Distributable Profits for the Bank’'s most
recent fiscal year for which audited unconsolidated annual financial state-
ments approved by the Bank's supervisory board are available at least equal
to the aggregate amount of (A) such Class B Capital Payments, (B) previous
Class B Capital Payments already paid on the basis of Bank Distributable
Profits for such most recent fiscal year, and (C) capital payments, dividends
or other distributions on Parity Securities, if any, pro rata on the basis of Bank
Distributable Profits for such most recent fiscal year.

“Bank Distributable Profits” for any fiscal year is the balance sheet profit
(Bilanzgewinn) as of the end of such fiscal year, as shown in the Bank’s audited
unconsolidated balance sheet approved by the Bank’s supervisory board as of
the end of such fiscal year. Such balance sheet profit includes the annual surplus
or loss (Jahrestiberschuss/Jahresfehlbetrag), plus any profit carried forward
from previous years, minus any loss carried forward from previous years, plus
transfers from capital reserves and earnings reserves, minus allocations to
earnings reserves, all as determined in accordance with the provisions of the
German Stock Corporation Act (Aktiengesetz) and accounting principles gener-
ally accepted in the Federal Republic of Germany as described in the German
Commercial Code (Handelsgesetzbuch) and other applicable German law then
in effect.

“Parity Securities” are (i) each class of the most senior ranking preference
shares of the Bank, if any, or other instruments of the Bank qualifying as the
most senior form of Tier | regulatory capital of the Bank and (ii) preference
shares or other instruments qualifying as consolidated Tier | regulatory capital
of the Bank or any other instrument of any entity that directly or indirectly con-
trols, is controlled by, or is under common control with the Bank (“Bank Affili-
ate”) subject to any guarantee or support agreement of the Bank ranking pari
passu with the obligations of the Bank under the Support Undertaking (includ-
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ing, but not limited to, the obligations under the 16,000 noncumulative trust pre-
ferred securities issued by Commerzbank Capital Funding Trust I1).

Notwithstanding the foregoing, the Company will be authorized to declare Class
B Capital Payments if the Bank or a Bank Affiliate declares or pays any capital
payments, dividends or other distributions on any Parity Securities or any Junior
Securities or redeems or acquires against consideration Parity Securities or
Junior Securities, as set forth in detail under “Description of the Company Secu-
rities — Capital Payments” If the Company does not declare a Class B Capital
Payment despite its authorization to do so, then such Capital Payments shall
be deemed to have been declared and be payable in the situations described in
the LLC Agreement where the Company is authorized to declare a Capital Pay-
ment.

Despite sufficient Company Operating Profits and sufficient Bank Distributable
Profits, the Company will not be permitted to make Class B Capital Payments on
any Payment Date (or a date set for redemption or liquidation) if on such date
there is in effect an order of the BaFin or other relevant regulatory authority pur-
suant to the German Banking Act or any other applicable regulatory provision
prohibiting the Bank from making any distributions of its profits (including to the
holders of Parity Securities).

All payments by the Company and the Trust on the Company Class B Preferred
Securities and the Trust Preferred Securities, as the case may be, and any repay-
ment upon redemption thereof, will be made without deduction or withholding
for or on account of any present or future taxes, duties or governmental charges
of any nature whatsoever imposed, levied or collected by or on behalf of the
United States of America, Germany and the jurisdiction of residence of any obli-
gor of Debt Securities (or any jurisdiction from which payments are made) (each,
a “Relevant Jurisdiction”) or by or on behalf of any political subdivision or
authority therein or thereof having the power to tax (collectively, “Withholding
Taxes”), unless such deduction or withholding is required by law. In such event,
the Company or the Trust, as the case may be, will pay, as additional Class B
Capital Payments or Trust Capital Payments, as the case may be, Additional
Amounts as may be necessary in order that the net amounts received by the
Company and the holders of the Company Class B Preferred Securities and
Trust Preferred Securities, after such deduction or withholding, will equal the
amounts that otherwise would have been received had no such deduction or
withholding been required.

However, no such Additional Amounts will be payable in respect of the Com-
pany Class B Preferred Securities and the Trust Preferred Securities under cer-
tain circumstances set out in detail in “Description of the Company Securities”
and “Description of the Trust Securities”

On the Initial Redemption Date or on any Floating Payment Date thereafter, the
Company Class B Preferred Securities shall be redeemable at the option of the
Company, in whole but not in part. Any such redemption will be at the Redemp-
tion Price. If the Company redeems the Company Class B Preferred Securities,
the Trust must redeem the Trust Preferred Securities.

The Company may exercise its right to redeem the Company Class B Preferred
Securities only if it has:

(i) given at least 30 days' prior notice (or such longer period as may be required
by the relevant regulatory authorities) to the holders of the Company Class B
Preferred Securities of its intention to redeem the Company Class B Pre-
ferred Securities on the Redemption Date, and
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(i) obtained any required regulatory approvals.

No redemption of the Company Class B Preferred Securities for any reason may
take place unless on the Redemption Date:

— the Company has sufficient funds (by reason of the Debt Securities, Per-
mitted Investments (as defined below) or the Support Undertaking) to pay
the Redemption Price and to pay in full an amount corresponding to the Capi-
tal Payments accrued and unpaid as of the Redemption Date, plus any Addi-
tional Amounts;

— the Bank has an amount of Bank Distributable Profits for the Bank’'s most
recent fiscal year for which audited unconsolidated annual financial state-
ments approved by the Bank's supervisory board are available at least equal
to the Class B Capital Payments on the Company Class B Preferred Secu-
rities accrued and unpaid as of the Redemption Date, plus Additional
Amounts, if any; and

— no order of the BaFin or other relevant regulatory authority pursuant to the
German Banking Act or any other applicable regulatory provision is in effect
prohibiting the Bank from making any distributions of its profits (including to
the holders of Parity Securities).

“Permitted Investments” means debt obligations of the Bank or of one or
more Bank Subsidiaries (which Bank Subsidiaries meet the definition of a “com-
pany controlled by its parent company” as defined in Rule 3a-5 under the Invest-
ment Company Act) unconditionally guaranteed by the Bank (which may in
either case act through a non-German branch) on a subordinated basis or in
European government securities with a maturity of six months or less; provided,
in each case, that such investment does not result in a Company Special Re-
demption Event (as defined under “Description of the Company Securities —
Company Class B Preferred Securities — Redemption”).

Upon the occurrence of a Trust Special Redemption Event (as defined under
“Description of the Trust Securities — Redemption”) holders of the Trust Pre-
ferred Securities will be entitled, in accordance with the terms of the Trust
Agreement to receive a corresponding number of the Company Class B Pre-
ferred Securities.

Upon the occurrence of a Company Special Redemption Event the Company
shall have the right to redeem the Company Class B Preferred Securities at any
time, in whole but not in part, and upon at least 30 days’ prior notice, subject to
the Company having obtained any required regulatory approvals. If the Company
Class B Preferred Securities are redeemed prior to the Initial Redemption Date,
such redemption shall be at the Early Redemption Price, unless the Company
Class B Preferred Securities are redeemed solely as a result of a Tax Event as
described under (B) of the definition of Tax Event set out herein in which case
the Company Class B Preferred Securities will be redeemed at the Redemption
Price.

Any redemption of the Company Class B Preferred Securities on or after the
Initial Redemption Date will be at the Redemption Price.

The “Make-Whole Amount” will be determined by the Calculation Agent and
will equal the Present Value on the relevant Redemption Date of (i) the liquida-
tion preference amount per Company Class B Preferred Security and (i) the
remaining scheduled Class B Capital Payments up to but excluding the Initial
Redemption Date. The “Present Value” will be determined by the Calculation
Agent by discounting the liquidation preference amount of the Company Class B
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Tax Event

Listing

Preferred Securities and the remaining scheduled Class B Capital Payments
to 12 April 2016 (exclusive) on an annual basis, assuming a 365-day year or a
366-day year, as the case may be, and the actual number of days elapsed in
such year and using the Adjusted Comparable Yield plus 0.50 %. The “Adjusted
Comparable Yield” will be the yield at the Early Redemption Calculation Date
on the euro benchmark security selected by the Calculation Agent, after consul-
tation with the Bank, as having a maturity comparable to the remaining term of
the Company Class B Preferred Securities to the Initial Redemption Date, that
would be utilized, at the time of selection and in accordance with customary
banking practice, in pricing new issues of corporate debt securities of compar-
able maturity. “Early Redemption Calculation Date” means the third Busi-
ness Day prior to the date on which the Company Class B Preferred Securities
are redeemed prior to the Initial Redemption Date in accordance with the
LLC Agreement.

“Tax Event” means the receipt by the Bank of an opinion of a nationally recog-
nized law firm or other tax adviser in a Relevant Jurisdiction, experienced in such
matters, to the effect that, as a result of (i) any amendment to, or clarification of,
or change (including any announced prospective change) in, the laws or treaties
(or any regulations or interpretations thereunder) of the Relevant Jurisdiction or
any political subdivision or taxing authority thereof or therein affecting taxation,
(ii) any judicial decision, official administrative pronouncement, published or pri-
vate ruling, regulatory procedure, notice or announcement (including any notice
or announcement of intent to adopt such procedures or regulations) by any leg-
islative body, court, governmental authority or regulatory body (“Administra-
tive Action”) or (iii) any amendment to, clarification of, or change in the official
position or the interpretation of such Administrative Action or any interpretation
or pronouncement that provides for a position with respect to such Administra-
tive Action that differs from the theretofore generally accepted position in each
case, by any legislative body, court, governmental authority or regulatory body,
irrespective of the manner in which such amendment, clarification or change is
made known, which amendment, clarification or change is effective, or which
pronouncement or decision is announced, on or after the date of issuance of
the Company Securities and the Trust Securities, there is more than an insub-
stantial risk that (A) the Trust or the Company is or will be subject to more than
a de minimis amount of taxes, duties or other governmental charges, (B) the
Trust, the Company or an obligor on the Debt Securities would be obligated to
pay Additional Amounts or Additional Interest Amounts or (C) the Bank or any
other obligor of the Debt Securities (x) may not, for purposes of determining its
taxable income for the purposes of determining German corporate income tax
in any year, deduct in full interest payments on the Debt Securities or (y) would,
other than in cases where the Capital Payments may not be declared by the
Company, be subject to tax on income of the Company under the rules of the
German Foreign Taxation Act (AulBensteuergesetz); provided, however, that
none of the foregoing shall constitute a Tax Event if it may be avoided by the
Bank (or the relevant obligor of the Debt Securities), the Trust or the Company
taking reasonable measures under the circumstances.

“Additional Interest Amounts” means any additional amounts of interest pay-
able by the Bank or another obligor pursuant to the terms of the Debt Securities
as a result of a deduction or withholding on payments thereunder as may be
necessary in order that the net amounts received by the Company, after such
deduction or withholding, will equal the amounts that would have been received
had no such withholding or deduction been required.

Application has been made to the Irish Stock Exchange for the Trust Preferred
Securities to be admitted to the Official List and trading on its regulated market.
At the date of this Prospectus it is intended to subsequently make an application
to list the Trust Preferred Securities on the official market (amtlicher Markt) of
the Frankfurt Stock Exchange.
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Notices

Governing Law

All notices to the holders of the Trust Preferred Securities will be given by the
Trust (i) for so long as any of the Trust Preferred Securities are listed on the Irish
Stock Exchange and the Irish Stock Exchange so requires, to the Company
Announcement Office of the Irish Stock Exchange through the Irish Paying
Agent and (ii) to Clearstream Frankfurt, Clearstream Luxembourg and Euroclear
and (iii) for so long as the Trust Preferred Securities are listed on the Frankfurt
Stock Exchange and the rules of such stock exchange so require, by publication
in at least one daily newspaper having general circulation in Germany (which is
expected to be the Bdorsen-Zeitung).

In accordance with its published rules and regulations, Clearstream Frankfurt
will notify the holders of securities accounts to which any Trust Preferred Secu-
rities are credited of any such notices received by it.

The LLC Agreement, including the terms of the Company Class A Preferred
Security and the Company Class B Preferred Securities, and the Trust Agree-
ment, including the terms of the Trust Securities, will be governed by Delaware
law. The Support Undertaking and the Initial Debt Securities will be governed by
German law.
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Summary in respect of the Risk Factors
Risk Factors relating to the Transaction

Risks Associated with the Financial Condition of the Bank

There can be no assurances that the Bank will have sufficient Bank Distributable Profits, which are
shown on its audited unconsolidated annual financial statements approved by the Bank’s supervisory
board for any fiscal year, for the Company to declare and pay Class B Capital Payments at the Stated
Rate in full.

No Guaranteed Capital Payments

The Company'’s ability to declare Class B Capital Payments on the Company Class B Preferred Securi-
ties (and, in turn, the Trust’s ability to make Trust Capital Payments on the Trust Preferred Securities) is
limited by the terms of the LLC Agreement. The Company’s Board of Directors has discretion in declar-
ing and making Class B Capital Payments (except with respect to deemed declarations that are manda-
tory).

Any Class B Capital Payments will be dependent on the future profits or losses of the Bank and the
manner in which profits, if any, are allocated by the Bank’s management and shareholders. The Bank'’s
management and shareholders are under no obligation to approve sufficient Bank Distributable Profits
for purposes of declaring and making Class B Capital Payments with respect to any financial year. Even
if the Bank has sufficient Bank Distributable Profits, the Company will not be able to make Class B
Capital Payments on any Payment Date if, on such date, there is an order of the BaFin or any other
relevant regulatory authority in effect, which prohibits the Bank from making distributions of its profits.

Discretionary and Noncumulative Capital Payments

Class B Capital Payments on the Company Class B Preferred Securities are discretionary. The LLC
Agreement provides that it is the Company's policy to distribute all of the Company Operating Profits.
However, even if sufficient Bank Distributable Profits are available, holders of the Company Class B
Preferred Securities, and in turn, holders of the Trust Preferred Securities, will have no right to receive
any amounts in respect of a Payment Period unless the Company’s Board of Directors declares, or is
deemed to have declared, Class B Capital Payments for the relevant Payment Period, which would
then be available to the Trust for Trust Capital Payments on the Trust Preferred Securities.

Class B Capital Payments are not cumulative. Class B Capital Payments in subsequent periods will not
be increased to compensate for any shortfalls in Class B Capital Payments in previous Payment Peri-
ods.

Relationships with the Bank and the Commerzbank Group; No Voting Rights; Certain Conflicts
of Interest

The Bank and its affiliates are, and will continue to be, significantly involved in running the Company
and the Trust. The Bank will control the Company through its (or any of its majority-owned subsidiaries)
power, as holder of the Company Common Security, to elect a majority of the Board of Directors. The
Trust, to the extent that it is the holder of the Company Class B Preferred Securities, will generally have
no right to vote to elect members of the Board of Directors.

The Company expects that all initial and future directors and officers of the Company, as well as the
three regular trustees of the Trust in accordance with the Trust Agreement will be officers or employ-
ees of the Bank or one of its affiliates (“Regular Trustees”). Consequently, conflicts of interest may
arise for officers and employees of the Bank and its affiliates in the discharge of their duties as officers
or employees of the Company or as Regular Trustees of the Trust.
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Special Redemption Risks

Redemption Upon Occurrence of a Company Special Redemption Event. The Company Class B Pre-
ferred Securities (and, consequently, the Trust Preferred Securities) will be redeemable at any time at
the option of the Company, in whole but not in part, upon the occurrence of a Company Special Re-
demption Event. A Company Special Redemption Event will arise if, as a result of changes in, or the
interpretation of, the law:

— there are changes in the tax status of the Company;

— Additional Amounts or Additional Interest Amounts relating to Withholding Taxes become appli-
cable to payments on the Company Class B Preferred Securities, the Trust Securities, or the Debt
Securities;

— the Bank is not permitted to treat the Company Class B Preferred Securities as Tier | regulatory
capital on a consolidated basis; or

— the Company qualifies as an “investment company” within the meaning of the Investment Com-
pany Act.

Liquidation of the Trust Upon Occurrence of a Trust Special Redemption Event. If a Trust Special Re-
demption Event occurs with respect to the Trust, the Trust will be dissolved and liquidated. Upon a
dissolution and liquidation, each holder of Trust Preferred Securities will receive a corresponding num-
ber of Company Class B Preferred Securities. There can be no assurance as to the market price for the
Company Class B Preferred Securities that are distributed after dissolution and liquidation of the Trust
or that a market for these securities will subsequently develop and be sustained thereafter. According-
ly, and as a result of the potential tax liability accruing to holders of Company Class B Preferred Secu-
rities received on dissolution and liquidation of the Trust, the Company Class B Preferred Securities
may trade at a discount to the price of the Trust Preferred Securities for which they were exchanged.

No Fixed Redemption Date

There is no fixed redemption date for the Company Class B Preferred Securities and, hence, the Trust
Preferred Securities. Even though the Company Class B Preferred Securities and the Trust Preferred
Securities may be redeemed on the Initial Redemption Date or on any Floating Payment Date there-
after, there can be no assurance that the Company will opt to redeem the Company Class B Preferred
Securities on the Initial Redemption Date or on any Floating Payment Date thereafter.

Whether or not the Company decides to redeem the Company Class B Preferred Securities will
depend on a number of factors, most of which are outside the control of the Bank and the Company.

No Guarantee Provided by the Support Undertaking

The Bank and the Company have entered into the Support Undertaking for the benefit of the Company
and the holders of the Company Class B Preferred Securities. However, the Support Undertaking does
not represent a guarantee from the Bank that the Company will be authorized to declare and make a
Class B Capital Payment for any Payment Period. Furthermore, the Bank’s obligations under the Sup-
port Undertaking and under the Debt Securities constitute obligations that are subordinated to all exist-
ing and future unsubordinated indebtedness of the Bank. Accordingly, the Company’s rights under the
Support Undertaking and the Debt Securities will rank behind the rights of all other creditors of the
Bank in the event of the liquidation or dissolution of the Bank, and pari passu with amounts payable to
the holders of Parity Securities.

Banking Regulatory Restrictions

The Company is a subsidiary of the Bank, which is subject to German banking regulations. Banking and
other regulatory authorities in Germany could make determinations regarding the Bank that could
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adversely affect the Company'’s ability to make Class B Capital Payments in respect of the Company
Class B Preferred Secuirities.

No Prior Public Market and Resale Restrictions

The Trust Preferred Securities are newly issued securities, and there is currently no public market in the
Trust Preferred Securities. Prior to the listing on the Irish Stock Exchange and the Frankfurt Stock
Exchange, there will have been no public market for the Trust Preferred Securities. There is no guaran-
tee that the purchase price of the Trust Preferred Securities will correspond to the price at which the
securities will actually be traded following the offering.

Fixed Rate Securities and Floating Rate Securities are exposed to Specific Market Risks

A holder of a security with a fixed compensation rate is exposed to the risk that the price of such secu-
rity falls as a result of changes in the current interest rate on the capital market (market interest rate).
While the nominal compensation rate of a security with a fixed compensation rate is fixed during the
life of such security or during a certain period of time, the market interest rate typically changes on a
daily basis. As the market interest rate changes, the price of such security changes in the opposite
direction. If the market interest rate increases, the price of such security typically falls, until the yield of
such security is approximately equal to the market interest rate. If the market interest rate falls, the
price of a security with a fixed compensation rate typically increases, until the yield of such security is
approximately equal to the market interest rate. Holders of Trust Preferred Securities should be aware
that movements of the market interest rate can adversely effect the price of the Trust Preferred Secu-
rities and can lead to losses for the holders of the Trust Preferred Securities if they sell the Trust Pre-
ferred Securities during the period in which the compensation rate of the Trust Preferred Securities is
fixed. A holder of a security with a floating compensation rate is exposed to the risk of fluctuating com-
pensation rate levels and uncertain compensation income. Fluctuating compensation rate levels make
it impossible to determine the yield of such securities.

Risk Factors relating to the Trust

The Trust is a funding vehicle for the Commerzbank Group which has been established solely for the
purpose of issuing the Trust Preferred Securities and the Trust Commmon Security and investing the
proceeds from the issuance of the Trust Preferred Securities in the Company Class B Preferred Secu-
rities which are expected to constitute the sole assets of the Trust. In the event that the Company fails
to make a payment under the Company Class B Preferred Securities and the Bank fails to make a pay-
ment under the Support Undertaking, the Trust will not be in a position to meet its payment obligations
under the Trust Preferred Securities.

Risk Factors relating to the Company

The Company is a funding vehicle for the Commerzbank Group which has been established solely for
the purpose of issuing the Company Class A Preferred Security, the Company Class B Preferred Secu-
rities and the Company Common Security and investing the proceeds from the issuance of the Com-
pany Class B Preferred Securities in the Initial Debt Securities which are expected to constitute the
sole assets of the Company. In the event that the Bank fails to make a payment under the Initial Debt
Securities, the Company will not be in a position to meet its payment obligations under the Company
Class B Preferred Securities and, in turn, unless sufficient payments are made by the Bank under the
Support Undertaking, the Trust will not be in a position to meet its payment obligations under the Trust
Preferred Securities.
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Risk Factors relating to Commerzbank

General

Commerzbank Aktiengesellschaft is subject to various market- and sector-specific as well as company-
specific risks, which — if they materialised — could have a considerable impact on its net assets, finan-
cial position and earnings performance, and could also result in the Bank having insufficient Bank Dis-
tributable Profits for the Company to declare and pay Class B Capital Payments on the Company
Class B Preferred Securities, or in the Bank not being able to satisfy its payment obligations to the
Company under the Debt Securities or the Support Undertaking. The occurrence of any of these events
would reduce the amounts of Class B Capital Payments on the Company Class B Preferred Securities,
which, in turn, would reduce the amounts available to the Trust for periodic distributions to holders of
the Trust Preferred Securities. In addition, if a voluntary or involuntary liquidation, dissolution, or wind-
ing up of the Bank were to occur, holders of the Trust Preferred Securities could lose all or part of their
investment.

Economic setting

Demand for the products and services offered by the Bank is mainly dependent upon economic per-
formance as a whole. The Bank's business activities are primarily focused on European markets, and
here for the most part on the German market. It is therefore dependent to a particularly high degree on
an economic rebound in the European economic and monetary union, and most of all in Germany.
Should the overall economic conditions deteriorate further or should the incentives and reforms neces-
sary to boost the German and the European economies fail to materialize, this could have a serious
negative impact on the Bank'’s net assets, financial position and earnings performance.

Intensive competition

Germany's banking sector is characterized by intensive competition. The intensive competition makes
it not always possible to achieve adequate margins in individual business areas, or transactions in one
area have to offset weak-margin or zero-margin transactions in others. In addition, due to intensive
competition, lending terms and conditions do not always reflect the credit risk properly. Should the
Bank not be able to offer its products and services on competitive terms and conditions, thereby
achieving margins which at least cover the costs and risks related to its business activities, this
could have a serious negative impact on the Bank’s net assets, financial position and earnings perform-
ance.

Credit risk

Commerzbank is exposed to credit risk, i.e. the risk of losses or lost profits as a result of the default or
deterioration in the creditworthiness of counterparties and also the resulting negative changes in the
market value of financial products. Apart from the traditional risk, credit risk also covers country risk
and issuer risk, as well as counterparty and settlement risk arising from trading transactions.

Market risk

Market risk covers the potential negative change in value of the Bank’s positions as a result of changes
in market prices — for example, interest rates, currency and equity prices, or parameters which influ-
ence prices (volatilities, correlations). Fluctuations in current interest rates (including changes in the
relative levels of short- and long-term interest rates) could adversely affect the results of the Commerz-
bank Group’s banking activities. Should the Commerzbank Group be unable to balance mismatches
between interest-bearing assets and liabilities, the consequences of a narrowing of the interest margin
and interest income might be a considerable adverse impact on the Commerzbank Group's earnings
performance.
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Some of the revenues and some of the expenses of the Commerzbank Group arise outside the euro-
zone. As a result, it is subject to a currency risk. As the Commerzbank Group's consolidated annual
financial statements are drawn up in euros, foreign-currency transactions and the non-euro positions
of the individual annual financial statements of the subsidiaries, which are consolidated in the Com-
merzbank Group's annual financial statements, are translated into euros at the exchange rates valid at
the end of the respective period. The Commerzbank Group's results are subject, therefore, to the
effects of the euro’s fluctuations against other currencies, e.g. the US dollar. If, due to currency fluc-
tuations, the revenues denominated in a currency other than the euro prove to be lower on trans-
lation,while expenses denominated in a currency other than the euro prove to be higher on translation,
this might have an adverse impact on the Commerzbank Group’s financial position and earnings per-
formance.

The trading profit of the Commerzbank Group may be volatile and is dependent on numerous factors
which lie beyond the Commerzbank Group's control, such as the general market environment, trading
activity as a whole, the interest-rate level, currency fluctuations and general market volatility. No guar-
antee exists, therefore, that the level of the trading profit achieved in the 2005 financial year can be
maintained or even improved upon. A substantial decline in the trading profit of the Commerzbank
Group or an increase in trading losses may adversely affect the Commerzbank Group’s ability to oper-
ate profitably.

Liquidity risk

Commerzbank is exposed to liquidity risk, i.e. the risk that the Bank is unable to meet its current and
future payment commitments, or is unable to meet them on time (solvency or refinancing risk). In addi-
tion, the risk exists for Commerzbank that inadequate market liquidity (market-liquidity risk) will prevent
the Bank from selling trading positions at short notice or hedging them, or that it can only dispose of
them at a lower price. Liquidity risk can arise in various forms. It may happen that on a given day the
Bank is unable to meet its payment commitments and then has to procure liquidity at short notice in
the market on expensive conditions. There is also the danger that deposits are withdrawn prematurely
or lending commitments are taken up unexpectedly.

Lowering of the Commerzbank Group’s ratings

A downgrading or the mere possibility of a downgrading of the rating of the Bank or one of its subsidi-
aries might have adverse effects on the relationship with customers and on the sales of the products
and services of the company in question. In this way, new business could suffer, the company’s com-
petitiveness in the market might be reduced, and its funding costs would increase substantially.
A downgrading of the rating would also have adverse effects on the costs to the Group of raising equity
and borrowed funds and might lead to new liabilities arising or to existing liabilities being called that are
dependent upon a given rating being maintained. It could also happen that, after a downgrading, Com-
merzbank would have to provide additional collateral for derivatives in connection with rating-based
collateral agreements. If the rating of the Bank or one of its major subsidiaries were to fall to within
reach of the non-investment grade category, the operating business of the Bank or the subsidiary in
question, and consequently the funding costs of all Group companies, would suffer considerably. In
turn this would have an adverse effect on the Commerzbank Group’s ability to be active in certain busi-
ness areas.

Operational risk

Operational risk is an independent type of risk due to the ever greater complexity of banking activities
and also, above all, due to the much more widespread use of sophisticated technologies in banking
over the past few years. Large-scale institutional banking business, such as that conducted by the
Commerzbank Group, is becoming ever more dependent upon highly developed information technol-
ogy (IT) systems. IT systems are subject to a series of problems, such as computer viruses, hackers,
impairments of the key IT centres, as well as software or hardware errors. Harmonization of the IT
systems of the banking and financial subsidiaries of the Commerzbank Group in order to create a single
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IT architecture represents a special challenge. In addition, IT systems regularly need to be updated in
order to meet the changing business and regulatory requirements. In particular, compliance with the
Basel Il rules will make further large demands on the functioning of the Commerzbank Group’s IT sys-
tems. It may not prove possible to implement on time the upgrades needed in connection with the
introduction of the Basel Il rules and they may not function as required.

Strategic risk

After completing its restructuring measures, which were primarily geared to cutting costs and stabilis-
ing revenues in Investment Banking, Commerzbank set itself fundamental strategic goals. Should the
Commerzbank Group be unable to implement completely its published strategic plans, or if the costs
of achieving these goals exceed the Commerzbank Group's expectations, the future earnings perform-
ance of the Commerzbank Group and also the future share price of Commerzbank and its competitive-
ness might suffer considerably.

Risk associated with the acquisition of Eurohypo

Through the acquisition of the stakes of Deutsche Bank Aktiengesellschaft and Allianz/Dresdner Bank
Aktiengesellschaft in Eurohypo Aktiengesellschaft (“Eurohypo”) and subject to the approval of the
relevant authorities, the Bank will in the result hold more than 98 % of the common shares in Eurohypo
(for further information see “Description of the Bank — Acquisition of Eurohypo”).

In the event of a material deterioration of Eurohypo’s business, the market value of the Eurohypo com-
mon stock held by the Bank may decrease and/or future dividends on the Eurohypo common shares
may be lower than currently expected or may not be paid at all. If the value of the Eurohypo common
stock decreases not only temporarily against the price at which such shares were purchased by the
Bank, the Bank may be forced to write down the book value of its participation in Eurohypo which in
turn would adversely affect the Bank’s operating results and could have a serious negative impact on
the Bank’s general financial condition.

Risk from equity holdings in other companies

Commerzbank has various equity holdings in listed and non-listed companies. The efficient steering of
a portfolio of listed and non-listed companies calls for high funding costs, which might not be fully
compensated for by the dividends that can be realized through the equity holdings. It cannot be ruled
out that either stock-market developments in the respective home countries of the listed equity hold-
ings or developments specific to individual companies will create the need for further valuation allow-
ances in the equity holdings portfolio in future or that Commerzbank will be unable to dispose of its
equity holdings on or off the stock exchange at acceptable prices above the current book value. Should
another negative trend for share prices develop, this could have a serious negative impact on the
Bank's net assets, financial position and earnings performance.

Regulatory risk

The business activity of the Commerzbank Group is regulated and supervised by the central banks and
supervisory authorities of the countries in which it operates. In each of these countries, the Commerz-
bank Group has to have a banking licence or at least has to notify the national supervisory authority.
Changes may take place in the system of banking supervision of the various countries and changes in
the supervisory requirements in one country may impose additional obligations on the companies of
the Commerzbank Group. Furthermore, compliance with changes in the supervisory regulations may
lead to a considerable increase in operating expenses, which might have an adverse effect on the finan-
cial position and earnings performance of the Commerzbank Group.
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Summary in respect of the Bank

Commerzbank Aktiengesellschaft (the “Bank” or “Commerzbank” and, together with its consolidated
subsididiaries, the “Commerzbank Group” or the “Group”) is a stock corporation (Aktiengesellschaft)
under German law. The Bank'’s registered office is located in Frankfurt am Main and its head office is at
Kaiserplatz, 60261 Frankfurt am Main, Federal Republic of Germany (telephone: +49 (0) 69 136-20). The
Bank is registered in the commercial register of the lower regional court (Amtsgericht) of Frankfurt am
Main under the number HRB 32 000.

Commerzbank sees itself as a major German private-sector bank. Its products and services for retail
and corporate customers extend to all aspects of banking. The Bank is also active in specialised fields
— partly covered by its subsidiaries — such as mortgage banking and real-estate business, leasing and
asset management. Its services are concentrated on managing customers’ accounts and handling pay-
ments transactions, loan, savings and investments plans, and also on securities transactions. Additional
financial services are offered within the framework of the Bank’s bancassurance strategy of cooperating
with leading companies in finance-related sectors, including home loan savings schemes and insurance
products. The Commerzbank Group's operating activities are bundled into two divisions: Corporate and
Investment Banking, on the one hand, and Retail Banking and Asset Management, on the other.

Commerzbank’s business activities are mainly concentrated on the German market. In corporate busi-
ness, Western, Central and Eastern Europe and also the USA are considered core markets. Additional
information regarding the Bank is available in the sections “General Information on the Bank” and
“Business of Commerzbank"

Selected Financial Information

Commerzbank Aktiengesellschaft (unconsolidated — prepared in accordance with German generally
accepted accounting principles (“German GAAP”))

Income Statement 2005 2004
(audited) (audited)
(€ million)

Result from ordinary activities before restructuring expenses and

expenses arising from special factors .. ......... ... ... ... .. ... 1,264 557
Result from ordinary activities after restructuring expenses and

expenses arising from special factors .. .............. ... ... ... 734 432
Netincome/netloss fortheyear ......... ... ... ... ... ... ... .... 328 150
Distributable profit .. ... ... ... . . . 328 150

Balance Sheet

31 Decem- 31 Decem-
ber 2005 ber 2004
(audited) (audited)
(€ million)
Balance sheettotal .. ......... . . . . . ... 281,729 250,798
Cash reserve . ... ... 4,627 2,891
Debt issued by public-sector borrowers, and bills of exchange
rediscountable at centralbanks .. ........ ... ... ... ... .. .. .. 3,060 1,055
Claimsonbanks . ...... ... .. . . . . . 80,736 61,174
Claims oN CUStOMErS . . . .. oo 112,608 106,821
Bonds and other fixed income securities . ....................... 48,986 43,618
Liabilitiestobanks .. ... ... ... .. 121,210 107,960
Liabilities to CUSTOMErs . ... ... . .. 94,141 83,680
Securitized liabilities . . ... ... .. . 30,321 26,597
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Commerzbank Group (consolidated — prepared in accordance with International Accounting Standards
(“IAS”) / International Financial Reporting Standards (“IFRS”)

Income Statement 2005 2004
(audited) (audited) (")
Operating profit (Emillion) . ...... ... ... .. .. ... .. .. . . ... 1,717 1,011
Operating profitpershare (€) . .......... .. ... ... . . . . 2.84 1.70
Pre-tax profit/loss (Emillion) ... ... ... ... ... . . 1,680 796
Net profit/loss (€Emillion). .. ... .. . . . . . . 1,165 362
Net profit/loss pershare (€) ...... ... .. .. .. .. .. . . i 1.93 0.61
Operating return on equity (%) . ... ... . . . . 16.8 9.9
Cost/income ratio in operating business (%) . ........................ 67.1 70.9
Pre-taxreturnon equity (%) ... ... 16.4 7.8

() restated due to amendments of the IFRS in order to assure comparability with the 2005 figures.

Balance Sheet 31 Decem- 31 Decem-

ber 2005 ber 2004
(audited) (audited) (!)

(€ billion)
Balance sheettotal . ... ... ... . . ... ... 4449 424.9
Risk weighted assets accordingto BIS . ........ ... .. ... ... ... .. ... 149.7 139.7
Equity as shown inbalancesheet .. ......... ... ... .. ... ... ... . ... 13.7 11.0
Own funds as shown in balance sheet .. .......................... 21.8 19.9

() restated due to amendments of the IFRS in order to assure comparability with the 2005 figures.
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Summary in respect of the Company

The Company is a limited liability company that was formed under the Delaware Limited Liability Com-
pany Act, as amended (the “LLC Act”) pursuant to the filing of the Certificate of Formation dated
22 February 2006 with the Secretary of State of the State of Delaware on 22 February 2006 and the
entering into of an initial limited liability company agreement by the Bank as the initial member. The
location of the principal executive offices of the Company is ¢/o Commerzbank AG, New York Branch,
2 World Financial Center, New York, New York 10281, USA.

Pursuant to the LLC Agreement, the Company will issue two classes of non-voting preferred secu-
rities, the Company Class A Preferred Security and the Company Class B Preferred Securities, and one
class of common security, the Company Common Security. The Bank of New York or any successor
entity in a merger, consolidation or amalgamation, in its capacity as property trustee of the Trust, will
initially hold 100 % of the issued and outstanding Company Class B Preferred Securities. The Bank will
initially hold the issued and outstanding Company Common Security. The Bank will hold the issued and
outstanding Company Class A Preferred Security.

The sole purposes of the Company are:

(i) toissue the Company Class A Preferred Security, the Company Class B Preferred Securities and
the Company Common Security;

(i) toinvestthe proceeds of the Company Class B Preferred Securities in the Initial Debt Securities;

(iii) upon any redemption of the Initial Debt Securities prior to the Maturity Date which does not involve
a redemption of the Company Class B Preferred Securities, to reinvest the proceeds in Substitute
Debt Securities, provided that (i) the Substitute Debt Securities shall not include debt securities
that are issued by a corporation organized under the laws of the United States of America or any of
its states or that are shown as a liability on the books of a U.S. branch of the Bank or a Bank Sub-
sidiary, or the proceeds of which are lent to such a branch or Bank Subsidiary except in the ordinary
course of the lender’s business, (i) such substitution or replacement does not result in a Company
Special Redemption Event (as defined under “Description of the Company Securities — Company
Class B Preferred Securities — Redemption”), (iii) the Bank, unless it itself is the substitute obligor,
guarantees on a subordinated basis, at least equal to the ranking of the Initial Debt Securities, the
obligations of the substitute obligor, and (iv) the Bank has obtained any required regulatory
approval;

(iv) in the event of any default on the Debt Securities, to enforce its rights for payment of any overdue
amounts;

(v) after the Maturity Date, if the Company Class B Preferred Securities have not been redeemed on
the Maturity Date, to invest in Permitted Investments;

(vi) to enter into and, in certain circumstances, to enforce the Support Undertaking for the sole benefit
of the holders of the Company Class B Preferred Securities; and

(vii) to engage in those other activities necessary or incidental thereto.

The Company may also, without the consent of the holders of the Company Class B Preferred Secu-
rities, in the future issue, in one or more transactions, further Company Class B Preferred Securities
(with identical terms as the Company Class B Preferred Securities described herein save for the issue
date, the date from which Class B Capital Payments accrue, the issue price and any other deviations
required for compliance with applicable law) in consideration of the receipt of Additional Debt Secu-
rities in a principal amount equal to the aggregate liquidation preference amount of such additional
Company Class B Preferred Securities.

26




Summary in respect of the Trust

The Trust is a statutory trust formed under the Delaware Statutory Trust Act, as amended (the “Trust
Act”), pursuant to an initial Declaration of Trust executed by the Company, as depositor, The Bank of
New York, as property trustee under the initial Declaration of Trust and The Bank of New York (Dela-
ware), as Delaware trustee under the initial Declaration of Trust, and the filing of the Certificate of Trust
with the Secretary of State of the State of Delaware on 23 February 2006. The location of the principal
executive office of the Trust is c¢/o Commerzbank AG, New York Branch, 2 World Financial Center, New
York, New York 10281, USA.

The Bank will own the Trust Common Security representing a capital contribution in respect thereof
equal to € 1,000.

The Trust has been established as a special purpose vehicle and will use all the proceeds derived from
the issuance of the Trust Preferred Securities to purchase the Company Class B Preferred Securities
from the Company, and, accordingly, the assets of the Trust will consist solely of the Company Class B
Preferred Securities. The Trust exists for the sole purposes of:

(i) issuing the Trust Securities representing beneficial interests in the assets of the Trust,

(ii) investing the proceeds from the issuance of the Trust Preferred Securities in the Company Class B
Preferred Securities, and

(iii) engaging in those other activities necessary or incidental thereto.

The Trust may also, without the consent of the holders of the Trust Preferred Securities, in the future
issue, in one or more transactions, further Trust Preferred Securities (with identical terms as the Trust
Preferred Securities described herein save for the issue date, the date from which Trust Capital Pay-
ments accrue, the issue price and any other deviations required for compliance with applicable law) in
consideration of the receipt of an equal number of additional Company Class B Preferred Securities.

27




RISK FACTORS

The following is a non-exhaustive description of certain risk factors with respect to the Trust Preferred
Securities and the financial situation of the Trust, the Company and the Bank which prospective inves-
tors should consider before deciding to purchase the Trust Preferred Securities. The sequence in which
the following risk factors are listed is not an indication of their likelihood to occur or of the extent of their
commercial consequences. Additional risks and uncertainties not presently known to the Bank, or that
the Bank now believes are immaterial, could also impair the business or the financial position of the
Bank or the Company’s ability to make distributions on the Company Class B Preferred Securities. Pro-
spective investors should consider all of the information provided in this Prospectus and consult with
their own professional advisers if they consider it necessary.

Risk Factors relating to the transaction

Risks Associated with the Financial Condition of the Bank

There can be no assurances that the Bank will have sufficient Bank Distributable Profits, which are
shown on its audited unconsolidated annual financial statements approved by the Bank's supervisory
board for any fiscal year, for the Company to declare and pay Class B Capital Payments at the Stated
Rate in full. In addition, a deterioration of the Bank’s financial condition could also result in the Bank
having insufficient Bank Distributable Profits for the Company to declare and pay Class B Capital Pay-
ments on the Company Class B Preferred Securities, or in the Bank not being able to satisfy its pay-
ment obligations to the Company under the Debt Securities or the Support Undertaking. The occur-
rence of any of these events would reduce the amounts of Class B Capital Payments on the Company
Class B Preferred Securities, which, in turn, would reduce the amounts available to the Trust for peri-
odic distributions to holders of the Trust Preferred Securities. In addition, if a voluntary or involuntary
liquidation, dissolution, or winding up of the Bank were to occur, holders of the Trust Preferred Secu-
rities could lose all or part of their investment.

No Guaranteed Capital Payments

The Company'’s ability to declare Class B Capital Payments on the Company Class B Preferred Secu-
rities (and, in turn, the Trust’s ability to make Trust Capital Payments on the Trust Preferred Securities) is
limited by the terms of the LLC Agreement. Although it is the Company'’s policy to distribute the full
amount of the Company Operating Profits for each financial year as Class B Capital Payments to the
holders of the Company Class B Preferred Securities, the Company’s Board of Directors has discretion
in declaring and making these payments (except with respect to deemed declarations that are manda-
tory). See “Description of the Company Securities — Company Class B Preferred Securities — Class B
Capital Payments”

Any Class B Capital Payments will be dependent on the future profits or losses of the Bank and the
manner in which profits, if any, are allocated by the Bank’s management and shareholders. The Bank'’s
management and shareholders are under no obligation to approve sufficient Bank Distributable Profits
for purposes of declaring and making Class B Capital Payments with respect to any financial year. If the
Bank records an annual surplus (Jahrestiberschuss) for a financial year, its Bank Distributable Profits
may still be insufficient if its management and shareholders decide to allocate all of its annual surplus
to reserves. Moreover, if the Bank were not to record an annual surplus in a given financial year, the
Bank's management and shareholders are under no obligation to make up the deficit from its reserves
to ensure that the Bank has sufficient Bank Distributable Profits for making Class B Capital Payments.

Even if the Bank has sufficient Bank Distributable Profits, the Company will not be able to make Class B
Capital Payments on any Payment Date if, on such date, there is an order of the BaFin or any other
relevant regulatory authority in effect, which prohibits the Bank from making distributions of its profits.
To the extent the Company is not permitted to make Class B Capital Payments on any Payment Date,
this will reduce the amounts available to the Trust for Trust Capital Payments on the Trust Preferred
Securities. See “Description of the Company Securities — Company Class B Preferred Securities —
Class B Capital Payments” and “Description of the Trust Securities — Trust Capital Payments”
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Discretionary and Noncumulative Capital Payments

Class B Capital Payments on the Company Class B Preferred Securities are discretionary. The LLC
Agreement provides that it is the Company's policy to distribute all of the Company Operating Profits.
However, even if sufficient Bank Distributable Profits are available, holders of the Company Class B Pre-
ferred Securities, and in turn, holders of the Trust Preferred Securities, will have no right to receive any
amounts in respect of a Payment Period unless the Company's Board of Directors declares, or is
deemed to have declared, Class B Capital Payments for the relevant Payment Period, which would then
be available to the Trust for Trust Capital Payments on the Trust Preferred Securities. See “Description of
the Company Securities — Company Class B Preferred Securities — Class B Capital Payments”

Class B Capital Payments are not cumulative. Class B Capital Payments in subsequent periods will not
be increased to compensate for any shortfalls in Class B Capital Payments in previous Payment Periods.

Relationships with the Bank and the Commerzbank Group; No Voting Rights; Certain Conflicts
of Interest

The Bank and its affiliates are, and will continue to be, significantly involved in running the Company
and the Trust. The Bank will control the Company through its (or any of its majority-owned subsidiaries)
power, as holder of the Company Common Security, to elect a majority of the Board of Directors. The
Trust, to the extent that it is the holder of the Company Class B Preferred Securities, will generally have
no right to vote to elect members of the Board of Directors. The only exception is that holders of Com-
pany Class B Preferred Securities will have the right to elect one independent member to the Board of
Directors, the Independent Enforcement Director, if:

— the Company fails to make Class B Capital Payments (and Additional Amounts thereon) on the
Company Class B Preferred Securities at the Stated Rate in full as and when due for the first Pay-
ment Period or subsequently for two consecutive Payment Periods; or

— a holder of the Company Class B Preferred Securities has notified the Company that the Bank has
failed to perform any of its obligations under the Support Undertaking and this failure continues for
60 days after the date such notice is given.

The Company expects that all initial and future directors and officers of the Company, as well as the
three regular trustees of the Trust in accordance with the Trust Agreement will be officers or employ-
ees of the Bank or its affiliates (“Regular Trustees”). Under the Services Agreement, Commerzbank
Aktiengesellschaft, New York Branch will provide certain accounting, legal, tax, and other support serv-
ices to the Company and the Trust. Consequently, conflicts of interest may arise for officers and
employees of the Bank and its affiliates in the discharge of their duties as officers or employees of the
Company or as Regular Trustees of the Trust.

It is the intention of the Bank, the Company, and the trustees of the Trust that the terms of any agree-
ments and transactions, and in particular the LLC Agreement and the Trust Agreement, be fair to all
parties and consistent with terms that could be achieved on an arm’s-length basis. However, there can
be no assurance that such agreements or transactions will be on terms as favourable as those that
could have been obtained from unaffiliated third parties.

Special Redemption Risks

Redemption Upon Occurrence of a Company Special Redemption Event. The Company Class B Pre-
ferred Securities (and, consequently, the Trust Preferred Securities) will be redeemable at any time at
the option of the Company, in whole but not in part, upon the occurrence of a Company Special Re-
demption Event (as defined under “Description of the Company Securities — Company Class B Pre-
ferred Securities — Redemption”). A Company Special Redemption Event will arise if, as a result of
changes in, or the interpretation of, the law:

— there are changes in the tax status of the Company;

— Additional Amounts relating to Withholding Taxes become applicable to payments on the Company
Class B Preferred Secuirities, the Trust Securities, or the Debt Securities;
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— the Bank is not permitted to treat the Company Class B Preferred Securities as Tier | regulatory
capital on a consolidated basis; or

— the Company qualifies as an “investment company” within the meaning of the Investment Com-
pany Act.

See "Description of the Trust Securities — Redemption’ and (“Description of the Company Securities —
Company Class B Preferred Securities — Redemption”).

Liquidation of the Trust Upon Occurrence of a Trust Special Redemption Event. If a Trust Special Re-
demption Event (as defined under “Description of the Trust Securities — Redemption”) occurs with re-
spect to the Trust, the Trust will be dissolved and liquidated. Upon a dissolution and liquidation, each
holder of Trust Preferred Securities will receive a corresponding number of Company Class B Preferred
Securities. Holders of these Company Class B Preferred Securities and their nominees will be subject
to the nominee reporting requirements under the Code, and the Company will report to the IRS, on
Schedule K-1, the pro rata share in the Company’s income, gain, loss, deduction, or credit of each
holder of Company Class B Preferred Securities for the then prior calendar year. There can be no assur-
ance as to the market price for the Company Class B Preferred Securities that are distributed after dis-
solution and liquidation of the Trust or that a market for these securities will subsequently develop and
be sustained thereafter. Accordingly, and as a result of the potential tax liability accruing to holders of
Company Class B Preferred Securities received on dissolution and liquidation of the Trust, the Com-
pany Class B Preferred Securities may trade at a discount to the price of the Trust Preferred Securities
for which they were exchanged.

No Fixed Redemption Date

There is no fixed redemption date for the Company Class B Preferred Securities and, hence, the Trust
Preferred Securities. Even though the Company Class B Preferred Securities and the Trust Preferred
Securities may be redeemed on the Initial Redemption Date or on any Floating Payment Date there-
after, there can be no assurance that the Company will opt to redeem the Company Class B Preferred
Securities on the Initial Redemption Date or on any Floating Payment Date thereafter.

Whether or not the Company decides to redeem the Company Class B Preferred Securities will
depend on a number of factors — most of which are outside the control of the Bank and the Company —
including, for example:

the regulatory capital and the refinancing options of the Bank at such time;
— the regulatory assessment of the Company Class B Preferred Securities and the Debt Securities;
— whether the required prior consent of the BaFin has been obtained; and

— the general level of interest in the Company Class B Preferred Securities and capital market condi-
tions.

No Guarantee Provided by the Support Undertaking

The Bank and the Company have entered into the Support Undertaking for the benefit of the Company
and the holders of the Company Class B Preferred Securities. However, the Support Undertaking does
not represent a guarantee from the Bank that the Company will be authorized to declare and make a
Class B Capital Payment for any Payment Period. Furthermore, the Bank’s obligations under the Sup-
port Undertaking and under the Debt Securities constitute obligations that are subordinated to all exist-
ing and future unsubordinated indebtedness of the Bank. Accordingly, the Company'’s rights under the
Support Undertaking and the Debt Securities will rank behind the rights of all other creditors of the
Bank in the event of the liquidation or dissolution of the Bank, and pari passu with amounts payable to
the holders of Parity Securities. See “Description of the Support Undertaking” and “Description of the
Debt Securities” The Bank has not entered into any restrictive covenants regarding its ability to incur
additional indebtedness ranking pari passu or prior to its obligations under the Support Agreement and
the Debt Securities.
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Banking Regulatory Restrictions

The Company is a subsidiary of the Bank, which is subject to German banking regulations. Banking and
other regulatory authorities in Germany could make determinations regarding the Bank that could
adversely affect the Company’s ability to make Class B Capital Payments in respect of the Company
Class B Preferred Securities. In addition, the Bank and its subsidiaries are active in providing financial
products and services throughout Europe and in the United States of America. The international scope
of the Bank's business operations may result in United States federal or state authorities, European
Union authorities or authorities in individual European countries exerting regulatory authority over the
Bank and its subsidiaries. These regulatory authorities could make determinations regarding the Bank
or its subsidiaries that could adversely affect their ability to, among other things:

— make distributions to holders of their securities;
— engage in transactions with affiliates;
— purchase or transfer assets, satisfy obligations; or

— make redemption or liquidation payments to holders of securities.

No Prior Public Market and Resale Restrictions

The Trust Preferred Securities are newly issued securities, and there is currently no public market in the
Trust Preferred Securities. Application has been made to list the Trust Preferred Securities on the Offi-
cial List of the Irish Stock Exchange and listing of the Trust Preferred Securities is expected to occur
shortly following the closing of the Offering. At the date of this Prospectus it is intended to subsequent-
ly make an application to list the Trust Preferred Securities on the official market (amtlicher Markt) of
the Frankfurt Stock Exchange. Prior to any of these listings, there will have been no public market for
the Trust Preferred Securities. There is no guarantee that the purchase price of the Trust Preferred
Securities will correspond to the price at which the securities will actually be traded following the offer-
ing. Moreover, there can be no assurance that an active trading market for the Trust Preferred Secu-
rities will subsequently develop and be sustained thereafter. Investors should expect liquidity and the
market prices for the Trust Preferred Securities to fluctuate with changes in:

— market and economic conditions;
— the financial condition and prospects of the Bank; and

— other factors that generally influence the secondary market prices of securities.

The Trust Preferred Securities have not been registered under the Securities Act and will be subject to
a number of resale restrictions. See “General Information — Selling Restrictions”

Fixed Rate Securities and Floating Rate Securities are exposed to Specific Market Risks

A holder of a security with a fixed compensation rate is exposed to the risk that the price of such securi-
ty falls as a result of changes in the current interest rate on the capital market (market interest rate).
While the nominal compensation rate of a security with a fixed compensation rate is fixed during the
life of such security or during a certain period of time, the market interest rate typically changes on a
daily basis. As the market interest rate changes, the price of such security changes in the opposite direc-
tion. If the market interest rate increases, the price of such security typically falls, until the yield of such
security is approximately equal to the market interest rate. If the market interest rate falls, the price of a
security with a fixed compensation rate typically increases, until the yield of such security is approxi-
mately equal to the market interest rate. Holders of Trust Preferred Securities should be aware that
movements of the market interest rate can adversely effect the price of the Trust Preferred Securities
and can lead to losses for the holders of the Trust Preferred Securities if they sell the Trust Preferred
Securities during the period in which the compensation rate of the Trust Preferred Securities is fixed.

A holder of a security with a floating compensation rate is exposed to the risk of fluctuating compensa-

tion rate levels and uncertain compensation income. Fluctuating compensation rate levels make it
impossible to determine the yield of such securities.
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Risk Factors relating to the Trust

The Trust is a funding vehicle for the Commerzbank Group which has been established solely for the
purpose of issuing the Trust Preferred Securities and the Trust Commmon Security and investing the
proceeds from the issuance of the Trust Preferred Securities in the Company Class B Preferred Secu-
rities which are expected to constitute the sole assets of the Trust. In the event that the Company fails
to make a payment under the Company Class B Preferred Securities and the Bank fails to make a pay-
ment under the Support Undertaking, the Trust will not be in a position to meet its payment obligations
under the Trust Preferred Securities.

Risk Factors relating to the Company

The Company is a funding vehicle for the Commerzbank Group which has been established solely for
the purpose of issuing the Company Class A Preferred Security, the Company Class B Preferred Secu-
rities and the Company Common Security and investing the proceeds from the issuance of the Com-
pany Class B Preferred Securities in the Initial Debt Securities which are expected to constitute the
sole assets of the Company. In the event that the Bank fails to make a payment under the Debt Secu-
rities, the Company will not be in a position to meet its payment obligations under the Company Class
B Preferred Securities and, in turn, unless sufficient payments are made by the Bank under the Support
Undertaking, the Trust will not be in a position to meet its payment obligations under the Trust Pre-
ferred Secuirities.

Risk Factors relating to Commerzbank

General

Commerzbank Aktiengesellschaft is subject to various market- and sector-specific as well as company-
specific risks, which — if they materialised — could have a considerable impact on its net assets, finan-
cial position and earnings performance, and could also result in the Bank having insufficient Bank Dis-
tributable Profits for the Company to declare and pay Class B Capital Payments on the Company Class
B Preferred Securities, or in the Bank not being able to satisfy its payment obligations to the Company
under the Debt Securities or the Support Undertaking. The occurrence of any of these events would
reduce the amounts of Class B Capital Payments on the Company Class B Preferred Securities, which,
in turn, would reduce the amounts available to the Trust for periodic distributions to holders of the Trust
Preferred Securities. In addition, if a voluntary or involuntary liquidation, dissolution, or winding up of
the Bank were to occur, holders of the Trust Preferred Securities could lose all or part of their invest-
ment.

Economic setting

Demand for the products and services offered by the Bank is mainly dependent upon economic per-
formance as a whole. In the area of Corporate and Investment Banking, for example, sluggish eco-
nomic activity has a direct impact on companies’ demand for credit and causes lending to decline and
average creditworthiness to deteriorate. As there is also a greater likelihood of companies becoming
insolvent and consequently defaulting on their loans in a shaky economic environment, higher provi-
sioning is necessary. Moreover, a poorer corporate profit outlook leads to lower evaluations of compa-
nies and as a result to less interest in both mergers and acquisitions and such capital-market transac-
tions as IPOs, capital increases and takeovers; accordingly, the revenues from advising clients and
placing their shares decline when economic activity is sluggish. Furthermore, proprietary trading and
the trading profit are also dependent upon the capital-market situation and the expectations of market
participants. In the Retail Banking and Asset Management division, lower company evaluations prompt
investors to turn to forms of investment entailing less risk (such as money-market funds rather than
other fund products), the sale of which may generate only weaker commissions.

The Bank’s business activities are primarily focused on European markets, and here for the most part
on the German market. It is therefore dependent to a particularly high degree on an economic rebound
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in the European economic and monetary union, and most of all in Germany. Should the overall eco-
nomic conditions deteriorate further or should the incentives and reforms necessary to boost the Ger-
man and the European economies fail to materialize, this could have a serious negative impact on the
Bank's net assets, financial position and earnings performance.

Intensive competition

Germany'’s banking sector is characterized by intensive competition. Overcapacity exists in some cases
in business involving private investors. In corporate business, especially in the field investment bank-
ing, German banks compete with a number of foreign institutions, which have substantially expanded
their presence in the German market over the past few years. The intensive competition makes it not
always possible to achieve adequate margins in individual business areas, or transactions in one area
have to offset weak-margin or zero-margin transactions in others. In addition, due to intensive competi-
tion, lending terms and conditions do not always reflect the credit risk properly.

Commerzbank competes not only with other private-sector banks but also with cooperative banks and
public-law banks (savings banks and Landesbanks). Whereas private-sector banks have an obligation to
their shareholders to increase value and to make a profit, the public-law institutions base their raison
d'étre on their public duty to provide broad sections of the population with banking products and serv-
ices at a fair price. On account of this commitment to the public good, the desire to make a profit is not
the prime goal of the public-law institutions. However, due to the elimination of institutional liability and
guarantor liability in July 2005 the competitive advantage of public-law institutions ceases to exist and
it is expected, that they will be more and more exposed to fierce competition. Still, in some cases they
do not offer their products and services at market prices or at prices which reflect the risks involved;
private-sector banks could not do this.

Should the Bank not be able to offer its products and services on competitive terms and conditions,
thereby achieving margins which at least cover the costs and risks related to its business activities,
this could have a serious negative impact on the Bank's net assets, financial position and earnings per-
formance.

Credit risk

Commerzbank is exposed to credit risk, i.e. the risk of losses or lost profits as a result of the default or
deterioration in the creditworthiness of counterparties and also the resulting negative changes in the
market value of financial products. Apart from the traditional risk, credit risk also covers country risk
and issuer risk, as well as counterparty and settlement risk arising from trading transactions.

This can arise, for instance, through customers’ lack of liquidity or insolvency, which may be due either
to the economic downturn, mistakes made in the corporate management of the relevant customers or
competitive reasons. Such credit risks exist in every transaction which a bank conducts with a custom-
er, including the purchase of securities (risk of price losses due to the unexpected deterioration in the
creditworthiness of an issuer (= issuer risk)) or, for instance, the hedging of credit risk by means of
credit derivatives (= counterparty risk). A credit risk exists to an especially high degree, however, in
connection with the granting of credits, since, if this risk is realized, not only is the compensation for
the activity lost, but also and above all the loans which have been made available. The Bank believes
that adequate provision has been made for all of the Commerzbank Group’s recognized potentially or
acutely endangered credit commitments. It cannot be ruled out, however, that Commerzbank wiill
have to make further provision for possible loan losses or realize further loan losses, possibly as a con-
sequence of the persistently weak economic situation, the continuing deterioration in the financial
situation of borrowers from Commerzbank, the increase in corporate and private insolvencies (particu-
larly in Germany), the decline in the value of collateral, the impossibility in some cases of realizing col-
lateral values or a change in the provisioning and risk-management requirements. This could have a
serious negative impact on the Commerzbank Group’s net assets, financial position and earnings per-
formance.
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Market risk

Market risk covers the potential negative change in value of the Bank’s positions as a result of changes
in market prices — for example, interest rates, currency and equity prices, or parameters which influ-
ence prices (volatilities, correlations).

Fluctuations in current interest rates (including changes in the relative levels of short- and long-term
interest rates) could affect the results of the Commerzbank Group's banking activities. Changes in the
level of both the short- and the long-term interest rates always affect the level of gains and losses on
securities held in the Commerzbank Group's financial investments portfolio and the point of time at
which these gains and losses were realized. In the Commerzbank Group'’s financial investments portfo-
lio, the euro-denominated fixed-income securities have a great weight. As a result, interest-rate fluc-
tuations in the eurozone have a marked impact on the value of the financial investments portfolio.
Arise in the interest-rate level could substantially reduce the value of the fixed-income financial invest-
ments, and unforeseen interest-rate fluctuations could have a very adverse effect on the value of the
bond and interest-rate derivative portfolios held by the Commerzbank Group.

The Commerzbank Group’s management of interest-rate risk also influences the treasury result. The
relationship of assets to liabilities as well as any imbalance stemming from this relationship causes the
revenues from the Commerzbank Group's banking activities to change with different correlations when
interest rates fluctuate. Significant for the Commerzbank Group are above all changes in the interest-
rate level for different maturity brackets and currencies in which the Commerzbank Group holds inter-
est-sensitive positions. An imbalance between interest-bearing assets and interest-bearing liabilities
with regard to maturities can have a considerable adverse effect on the financial position and earnings
performance of Commerzbank’s banking business in the relevant month or quarter. Should the Com-
merzbank Group be unable to balance mismatches between interest-bearing assets and liabilities, the
consequences of a narrowing of the interest margin and interest income might be a considerable
adverse impact on the Commerzbank Group’s earnings performance.

Some of the revenues and some of the expenses of the Commerzbank Group arise outside the euro-
zone. As a result, it is subject to a currency risk. As the Commerzbank Group's consolidated annual
financial statements are drawn up in euros, foreign-currency transactions and the non-euro positions
of the individual annual financial statements of the subsidiary, which are consolidated in the Commerz-
bank Group’s annual financial statements, are translated into euros at the exchange rates valid at the
end of the respective period. The Commerzbank Group's results are subject, therefore, to the effects
of the euro’s fluctuations against other currencies, e.g. the US dollar. If, due to currency fluctuations,
the revenues denominated in a currency other than the euro prove to be lower on translation, while
expenses denominated in a currency other than the euro prove to be higher on translation, this might
have an adverse impact on the Commerzbank Group'’s financial position and earnings performance.

The trading profit of the Commerzbank Group may be volatile and is dependent on numerous factors
which lie beyond the Commerzbank Group’s control, such as the general market environment, trading
activity as a whole, the interest-rate level, currency fluctuations and general market volatility. No guar-
antee exists, therefore, that the level of the trading profit achieved in the 2005 financial year can be
maintained or even improved upon. A substantial decline in the trading profit of the Commerzbank
Group or an increase in trading losses may adversely affect the Commerzbank Group's ability to oper-
ate profitably.

Liquidity risk

Commerzbank is exposed to liquidity risk, i.e. the risk that the Bank is unable to meet its current and
future payment commitments, or is unable to meet them on time (solvency or refinancing risk). In addi-
tion, the risk exists for Commerzbank that inadequate market liquidity (market-liquidity risk) will prevent
the Bank from selling trading positions at short notice or hedging them, or that it can only dispose of
them at a lower price. Liquidity risk can arise in various forms. It may happen that on a given day the
Bank is unable to meet its payment commitments and then has to procure liquidity at short notice in
the market on expensive conditions. There is also the danger that deposits are withdrawn prematurely
or lending commitments are taken up unexpectedly.
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Lowering of the Commerzbank Group’s ratings

The rating agencies Standard & Poor’s, Moody's and Fitch Ratings use ratings to assess whether a
potential borrower will be able in future to meet its credit commitments as agreed. A major element in
the rating for this purpose is an appraisal of a company’s net assets, financial position and earnings per-
formance. A bank’s rating is an important comparative element in its competition with other banks. In
particular, it also has a significant influence on the individual ratings of the most important subsidiaries.
A downgrading or the mere possibility of a downgrading of the rating of the Bank or one of its subsidi-
aries might have adverse effects on the relationship with customers and on the sales of the products
and services of the company in question. In this way, new business could suffer, the company’s com-
petitiveness in the market might be reduced, and its funding costs would increase substantially.
A downgrading of the rating would also have adverse effects on the costs to the Group of raising equity
and borrowed funds and might lead to new liabilities arising or to existing liabilities being called that are
dependent upon a given rating being maintained. It could also happen that, after a downgrading, Com-
merzbank would have to provide additional collateral for derivates in connection with rating-based collat-
eral agreements. If the rating of the Bank or one of its major subsidiaries were to fall to within reach of
the non-investment grade category, the operating business of the subsidiary in question, and conse-
quently the funding costs of all Group companies, would suffer considerably. In turn this would have an
adverse effect on the Commerzbank Group’s ability to be active in certain business areas.

Operational risk

Operational risk is an independent type of risk due to the ever greater complexity of banking activities
and also, above all, due to the much more widespread use of sophisticated technologies in banking
over the past few years. Large-scale institutional banking business, such as that conducted by the
Commerzbank Group, is becoming ever more dependent upon highly developed information technol-
ogy (IT) systems. IT systems are subject to a series of problems, such as computer viruses, hackers,
impairments of the key IT centres, as well as software or hardware errors. Harmonization of the IT
systems of the banking and financial subsidiaries of the Commerzbank Group in order to create a single
IT architecture represents a special challenge. In addition, IT systems regularly need to be updated in
order to meet the changing business and regulatory requirements. In particular, compliance with the
Basel Il rules will make further large demands on the functioning of the Commerzbank Group’s IT sys-
tems. It may not prove possible to implement on time the upgrades needed in connection with the
introduction of the Basel Il rules and they may not function as required. Even if the Commerzbank
Group adopts measures to protect itself against the abovementioned problems, they still can respre-
sent serious risks for the Commerzbank Group.

Strategic risk

After completing its restructuring measures, which were primarily geared to cutting costs and stabilis-
ing revenues in Investment Banking, Commerzbank set itself the following fundamental strategic goals
early in 2004: increasing operational profitability, sharpening its business profile and further improving
capital and risk management. Commerzbank has made it clear that attaining these goals is essential in
order for it to achieve a sustained improvement in both its earnings performance and future growth.
A series of factors, including a market decline and market fluctuations, changes in the Commerzbank
Group's market position and changed market conditions in the core markets of the Commerzbank
Group, i.e. above all in Germany and Western Europe, or unfavourable macroeconomic conditions in
these markets, might make it impossible for the Commerzbank Group to achieve some or all of the
goals which it has set itself. Should the Commerzbank Group be unable to implement completely its
published strategic plans, or if the costs of achieving these goals exceed the Commerzbank Group's
expectations, the future earnings performance of the Commerzbank Group and also the future share
price of Commerzbank and its competitiveness might suffer considerably.

Risk associated with the acquisition of Eurohypo

Through the acquisition of the stakes of Deutsche Bank Aktiengesellschaft and Allianz/Dresdner Bank
Aktiengesellschaft in Eurohypo Aktiengesellschaft (“Eurohypo”) and subject to the approval of the
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relevant authorities, the Bank will in the result hold more than 98 % of the common shares in Eurohypo
(for further information see “Description of the Bank — Acquisition of Eurohypo”).

In the event of a material deterioration of Eurohypo's business, the market value of the Eurohypo com-
mon stock held by the Bank may decrease and/or future dividends on the Eurohypo common shares
may be lower than currently expected or may not be paid at all. If the value of the Eurohypo common
stock decreases not only temporarily against the price at which such shares were purchased by the
Bank, the Bank may be forced to write down the book value of its participation in Eurohypo which in
turn would adversely affect the Bank’s operating results and could have a serious negative impact on
the Bank’s general financial condition.

Risk from equity holdings in other companies

Commerzbank has various equity holdings in listed and non-listed companies. The efficient steering of
a portfolio of listed and non-listed companies calls for high funding costs, which might not be fully
compensated for by the dividends that can be realized through the equity holdings.

For the most part, Commerzbank also holds only minority stakes in large listed companies in Germany
and abroad. This equity holding structure makes it impossible to procure immediately and efficiently
adequate information in order to counteract in good time possibly negative equity holdings. It cannot
be ruled out that either stock-market developments in the respective home countries of the listed
equity holdings or developments specific to individual companies will create the need for further valua-
tion allowances in the equity holdings portfolio in future or that Commerzbank will be unable to dispose
of its equity holdings on or off the stock exchange at acceptable prices above the current book value.
Should another negative trend for share prices develop, this could have a serious negative impact on
the Bank's net assets, financial position and earnings performance.

Regulatory risk

The business activity of the Commerzbank Group is regulated and supervised by the central banks and
supervisory authorities of the countries in which it operates. In each of these countries, the Commerz-
bank Group has to have a banking licence or at least has to notify the national supervisory authority.
Changes may take place in the system of banking supervision of the various countries and changes in
the supervisory requirements in one country may impose additional obligations on the companies of
the Commerzbank Group. Furthermore, compliance with changes in the supervisory regulations may
lead to a considerable increase in operating expenses, which might have an adverse effect on the finan-
cial position and earnings performance of the Commerzbank Group. In addition, regulatory authorities
could make determinations regarding the Bank or its subsidiaries that could adversely affect their ability
to be active in certain business areas.
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PRESENTATION OF FINANCIAL INFORMATION

The Bank’s unconsolidated financial information as of and for the annual periods ended on 31 December
2004 and 2005 has been prepared in accordance with German generally accepted accounting principles
("German GAAP”) and has been audited by PricewaterhouseCoopers Aktiengesellschaft Wirtschafts-
prifungsgesellschaft (former firm name PwC Deutsche Revision Aktiengesellschaft Wirtschaftsprifungs-
gesellschaft) who, in each case, have issued an unqualified auditor’s report.

The Bank's consolidated financial information as of and for the annual periods ended on 31 December
2004 and 2005 has been prepared in accordance with International Financial Reporting Standards
("IFRS”) and has been audited by PricewaterhouseCoopers Aktiengesellschaft Wirtschaftsprifungs-
gesellschaft (former firm name PwC Deutsche Revision Aktiengesellschaft Wirtschaftsprifungsgesell-
schaft) who, in each case, have issued an unqualified auditor’s report.

All financial information in relation to the Bank presented in this Prospectus is based on the Bank’s
unconsolidated and consolidated audited annual financial statements as of and for the annual period
ended on 31 December 2004 and 2005.

Eurohypo's consolidated financial information as of and for the annual periods ended on 31 December
2004 and 31 December 2005 has been prepared in accordance with IFRS and has been audited by
KPMG Deutsche Treuhand-Gesellschaft Aktiengesellschaft Wirtschaftsprifungsgesellschaft who, in
each case, have issued an unqualified auditor’s report.

This Prospectus does not contain any pro forma financial information to reflect the Bank’s
acquisition of further Eurohypo common shares resulting in the Bank holding more than 98 %
of Eurohypo common shares and the effects of a consolidation of Eurohypo in the Bank’s future
consolidated annual financial statements. Furthermore, investors should be aware of the fact
that the pure addition of balance sheet items derived from the annual financial statements of
the Bank and Eurohypo inlcuded in this Prospectus would lead to incorrect results as the Bank
and Eurohypo maintain various business contacts. Therefore, the addition of assets and liabil-
ities and/or income and expenses resulting from such business contacts would result in
double-counting.
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USE OF PROCEEDS

The net proceeds from the sale of the Trust Preferred Securities, € 1,000,000,000, will be invested by
the Trust in the Company Class B Preferred Securities. The Company will use the funds from the sale
of the Company Class B Preferred Securities to make an investment in the Initial Debt Securities. The
Bank intends to use the proceeds of the sale of the Initial Debt Securities to partially finance the acqui-
sition of Eurohypo.

For purposes of measuring regulatory capital adequacy, the Bank expects to treat the Company Class B
Preferred Securities as consolidated Tier | regulatory capital and the proceeds received from the Com-
pany under the Initial Debt Securities as unconsolidated lower Tier |l regulatory capital. For a discussion
of regulatory capital and the measurement of its adequacy, see “Regulation”
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CAPITALIZATION OF THE BANK AND THE COMMERZBANK GROUP

The following table sets out the regulatory capital positions of the Bank and the Commerzbank Group
as at 31 December 2005 as compared to 31 December 2004. The regulatory capital positions have
been calculated in accordance with the rules of the Basel Committee on Banking Supervision.

As at As at
31 Decem- 31 Decem-
ber 2005 ber 2004
(€ million)
1. Regulatory capital of the Bank
Core capital (Kernkapital) . .................................. 10,332.00 8,355.00
Supplementary capital (Ergdnzungskapital)
Profit Participation Certificates (Genussscheine)
and others ... ... . 2,787.00 2,096.00
Short-term (1) . ..o - -
Medium-term (2) ... ... 913.00 779.00
Long-term ) . .. . 1,874.00 1,318.00
Subordinated Liabilities . ......... ... 4,473.00 4,178.00
Short-term (1) . . ... 205.00 103.00
Medium-term (2) . ... .. 2,642.00 2,060.00
Long-term (3) ... 1,626.00 2,014.00
General loan loss provision and Deduction . ...................... 746.00 1,085.00
Total Supplementary Capital ................................ 6,514.00 5,189.00
Total regulatory capital-Bank . . .. ........................ ... 16,846.00 13,544.00
2. Regulatory capital of the Commerzbank Group
Core capital (Kernkapital) . .................................. 12,161.00 10,484.00
Supplementary capital (Ergdnzungskapital)
Profit Participation Certificates (Genussscheine)
and others . . ... .. 2,873.00 2,696.00
Short-term (") . . ... 392.00 213.00
Medium-term (2) ... ... 1,408.00 1,365.00
Long-term (3) .. .. 1,073.00 1,118.00
Subordinated Liabilities .. ........ ... .. . . 3,683.00 4,443.00
Short-term (1) . . .. - -
Medium-term (2) .. ... 1,858.00 1,506.00
Long-term (3) .. ... 1,825.00 2,937.00
General loan loss provision and Deduction . ...................... - -
Total Supplementary Capital . ............................... 6,556.00 7,139.00
Total regulatory capital -Bank . . . ... ......... ... ... ... ... ... 18,717.00 17,623.00

(") Maturity of less than one year (Indebtedness with a maturity of less than one year does not qualify as Supplementary Capi-
tal).

() Maturity between one and five years.

(]) Maturity of more than five years.
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DISTRIBUTABLE PROFITS OF THE BANK

The Company's authority to declare Class B Capital Payments for any Payment Period depends, among
other things, on the Bank Distributable Profits for the Bank's most recent fiscal year for which audited
unconsolidated annual financial statements have been approved by the Bank's supervisory board.

“Bank Distributable Profits” for any fiscal year is the balance sheet profit (Bilanzgewinn) as of the
end of such fiscal year, as shown in the Bank's audited unconsolidated balance sheet approved by the
Bank's supervisory board as of the end of such fiscal year. Such balance sheet profit includes the
annual surplus or loss (Jahrestiberschuss/-fehlbetrag), plus any profit carried forward from previous
years, minus any loss carried forward from previous years, plus transfers from capital reserves and
earnings reserves, minus allocations to earnings reserves, all as determined in accordance with the
provisions of the German Stock Corporation Act (Aktiengesetz) and accounting principles generally
accepted in the Federal Republic of Germany as described in the German Commercial Code (Handels-
gesetzbuch) and other applicable German law then in effect.

Bank Distributable Profits are determined on the basis of the Bank’s audited unconsolidated annual
financial statements required by the German Stock Corporation Act (Aktiengesetz) which are prepared
in accordance with accounting principles generally accepted in the Federal Republic of Germany as
described in the German Commercial Code (Handelsgesetzbuch) and other applicable German law
then in effect. Bank Distributable Profits in respect of any fiscal year includes, in addition to annual
profit (Jahrestliberschuss), transfers made by the Bank, in its discretion, of amounts carried on its bal-
ance sheet as other retained earnings. In addition, in determining Bank Distributable Profits for any
fiscal year, capital reserves or other retained earnings may be withdrawn to offset any annual loss (Jah-
resfehlbetrag) which may be incurred by the Bank; no other transfers from the capital reserves may be
made for the purpose of making Class B Capital Payments whereas the Bank may withdraw further
amounts from other retained earnings for creating positive Bank Distributable Profits.

The following table sets out the Bank Distributable Profits, retained earnings and capital reserves of the
Bank for the financial years ended 31 December 2005, 2004 and 2003, respectively. The financial
information presented in the following table is not indicative of the Bank’s Bank Distributable
Profits, retained earnings and capital reserves in the future.

2005 2004 2003
(€ million)
Bank Distributable Profits . ......... ... ... .. .. .. .. .. .... 328 150 0
Otherretainedearnings (). ........ ... ... . . 2,133 2,100 2,108
Capitalreserve (?) .. ... . 5,918 4,705 4,697

(') May result in Bank Distributable Profits if withdrawn at the sole discretion of the Bank.
(?) May be used to offset any annual net loss but not for creating positive Bank Distributable Profits.
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COMMERZBANK CAPITAL FUNDING TRUST |

General

Commerzbank Capital Funding Trust | is a statutory trust formed under the Delaware Statutory Trust
Act, as amended (the “Trust Act”), pursuant to the initial Declaration of Trust dated 23 February 2006
executed by the Company, as depositor, The Bank of New York, as Property Trustee under the initial
Declaration of Trust and The Bank of New York (Delaware), as Delaware trustee under the initial
Declaration of Trust (the “Delaware Trustee”), and the filing of the Certificate of Trust with the Secre-
tary of State of the State of Delaware on 23 February 2006. The file number of the Secretary of State of
the State of Delaware referring to the Trust is 4115088.

The Trust will issue 20,000 Trust Preferred Securities with a liquidation preference amount of € 50,000
each and one Trust Common Security with a liquidation amount of € 1,000. The Bank will own the Trust
Common Security representing a capital contribution in respect thereof equal to € 1,000. The Trust
Common Security will rank pari passu, and payments thereon will be made pro rata with the Trust Pre-
ferred Securities, except that in liquidation and in certain circumstances described under “Description
of the Trust Securities — Subordination of the Trust Common Security’ the rights of the holder of the
Trust Common Security to periodic distributions and to payments upon liquidation, redemption and
otherwise will be subordinated to the rights of the holders of the Trust Preferred Securities.

Purpose

The Trust has been established as a special purpose vehicle and will use all the proceeds derived from
the issuance of the Trust Preferred Securities to purchase the Company Class B Preferred Securities
from the Company, and, accordingly, the assets of the Trust will consist solely of the Company Class B
Preferred Securities. The Trust exists for the sole purposes of:

(i) issuing the Trust Securities representing beneficial interests in the assets of the Trust,

(ii) investing the proceeds from the issuance of the Trust Preferred Securities in the Company Class B
Preferred Securities, and

(ii) engaging in those other activities necessary or incidental thereto.

The Trust may also, without the consent of the holders of the Trust Preferred Securities, in the future
issue, in one or more transactions, further Trust Preferred Securities (with identical terms as the Trust
Preferred Securities described herein save for the issue date, the date from which Trust Capital Pay-
ments accrue, the issue price and any other deviations required for compliance with applicable law) in
consideration of the receipt of an equal number of additional Company Class B Preferred Securities.

Trustees
Pursuant to the Trust Agreement, there will be five trustees of the Trust (“Trustees”).

The Regular Trustees are expected to be individuals who are employees or officers of the Bank or one
of its affiliates. The initial Regular Trustees will be Werner Boensch, Joachim Doepp and John Reilly
with their business address at the address of the Trust ¢/o Commerzbank AG, New York Branch,
2 World Financial Center, New York, New York 10281, USA. The third Trustee, the Property Trustee,
will be a financial institution that is unaffiliated with the Bank. The fourth Trustee will be the Delaware
Trustee. Initially, The Bank of New York, a New York banking corporation, will act as Property Trustee,
and The Bank of New York (Delaware) will act as Delaware Trustee, until, in each case, removed or
replaced by the holder of the Trust Common Security.

Assets

The Property Trustee will hold title to the Company Class B Preferred Securities for the benefit of the
holders of the Trust Preferred Securities, and the Property Trustee will have the power to exercise all
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rights, powers and privileges with respect to the Company Class B Preferred Securities under the LLC
Agreement.

Property Account

In addition, the Property Trustee will maintain exclusive control of a segregated non-interest bearing
trust account to hold all payments made in respect of the Company Class B Preferred Securities for
the benefit of the holders of the Trust Preferred Securities (the “Property Account”). The Bank or a
Bank Subsidiary, as the holder of the Trust Common Security, will have the right to appoint, remove or
replace any of the Trustees and to increase or decrease the number of Trustees, provided that at least
one Trustee will be the Delaware Trustee, at least one Trustee will be the Property Trustee and at least
one Trustee will be a Regular Trustee.

Covenants of the Bank in relation to the Trust

For so long as the Trust Preferred Securities remain outstanding, the Bank will covenant:
(i) thatthe Trust Common Security will be held by the Bank or by a Bank Subsidiary;

(i) to cause the Trust to remain a statutory trust and not to voluntarily dissolve, wind up, liquidate or be
terminated, except as permitted by the Trust Agreement; and

(i) not to take any action that would cause the Trust to be treated as a corporation for United States
federal income tax purposes.

Voting Rights

The rights of the holders of the Trust Preferred Securities, including economic rights, rights to informa-
tion and voting rights, are as set forth in the Trust Agreement and the Trust Act. See "“Description of the
Trust Securities” Under the Services Agreement among the Trust, the Company and Commerzbank
Aktiengesellschaft, New York Branch as the Servicer, the Servicer will be obligated, among other
things, to provide legal, accounting, tax and other general support services to the Trust and the Com-
pany, to maintain compliance with all applicable U.S. and German local, state and federal laws, and to
provide administrative, record-keeping and secretarial services for the Company and the Trust. The
fees and expenses of the Company and the Trust, including any taxes, duties, assessments or govern-
mental charges of whatsoever nature (other than Withholding Taxes) imposed by any taxing authority
upon the Company or the Trust, and all other obligations of the Company and the Trust (other than with
respect to the Trust Securities or the Company Securities) will be paid by the Bank.

Principal Executive Office

The location of the principal executive office of the Trust is c¢/o Commerzbank AG, New York Branch,
2 World Financial Center, New York, New York 10281, USA, telephone no. +1 212 266-7200.
Capitalization

The following table sets forth the capitalization of the Trust as of 28 March 2006 and as adjusted to

reflect the consummation of the Offering of 20,000 Trust Preferred Securities and the use of the net
proceeds therefrom as described under “Use of Proceeds”
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Actual As Adjusted

(€ thousands)

Debt
Totaldebt .. ... 0 0
Securityholders’ Interests
Trust Preferred Securities: none issued and outstanding, actual; and

20,000 Trust Preferred Securities issued and outstanding,

asadjusted ... .. 0 1,000,000
Trust Common Security: none issued and outstanding, actual; and

1 Trust Common Security issued and outstanding, as adjusted . . .. 0 1
Total securityholders’ interests ........... ... .. ... ... .. ... ... 0 1,000,001
Total Capitalization ............ ... ... ... ... ... ... ... ... ... 0 1,000,001

Since the date of its establishment, the Trust has not commenced operations and no financial state-
ments have been made up as at the date of this Prospectus.

Legal Proceedings

The Trust is not and has not been engaged in any governmental, legal or arbitration proceedings which
may have, or have had in the recent past, significant effects on the financial position or profitability of
the Trust nor, as far as the Trust is aware, are any such governmental, legal or arbitration proceedings
pending or threatened.

Material Contracts

Other than the agreements in connection with the Transaction, the Trust has not entered into any
material contracts that are not entered into in the ordinary course of the Trust's business.
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COMMERZBANK CAPITAL FUNDING LLC |

General

Commerzbank Capital Funding LLC | is a limited liability company that was formed under the Delaware
Limited Liability Company Act, as amended (the ,,LLC Act”) pursuant to the filing of the Certificate of
Formation with the Secretary of State of the State of Delaware on 22 February 2006 and the entering
into of an initial limited liability company agreement by the Bank as the initial member. The file number
of the Secretary of State of the State of Delaware referring to the Company is 4114220.

Pursuant to the LLC Agreement, the Company will issue two classes of non-voting preferred securi-
ties, the Company Class A Preferred Security and the Company Class B Preferred Securities, and one
class of common security, the Company Common Security. The Property Trustee will initially hold
100 % of the issued and outstanding Company Class B Preferred Securities. The Bank will initially hold
the issued and outstanding Company Common Security. The Bank will hold the issued and outstanding
Company Class A Preferred Security.

Purpose

The sole purposes of the Company are:

(i) toissue the Company Class A Preferred Security, the Company Class B Preferred Securities and
the Company Common Security;

(i) toinvestthe proceeds of the Company Class B Preferred Securities in the Initial Debt Securities;

(i) upon any redemption of the Initial Debt Securities prior to the Maturity Date which does not involve
a redemption of the Company Class B Preferred Securities, to reinvest the proceeds in Substitute
Debt Securities, provided that (i) the Substitute Debt Securities shall not include debt securities that
are issued by a corporation organized under the laws of the United States of America or any of its
states or that are shown as a liability on the books of a U.S. branch of the Bank or a Bank Subsidiary,
or the proceeds of which are lent to such a branch or Bank Subsidiary except in the ordinary course
of the lender’s business, (i) such substitution or replacement does not result in a Company Special
Redemption Event (as defined under , Description of the Company Securities — Company Class B
Preferred Securities — Redemption”), (iii) the Bank, unless it itself is the substitute obligor, guaran-
tees on a subordinated basis, at least equal to the ranking of the Initial Debt Securities, the obliga-
tions of the substitute obligor, and (iv) the Bank has obtained any required regulatory approval;

(iv) in the event of any default on the Debt Securities, to enforce its rights for payment of any overdue
amounts;

(v) after the Maturity Date, if the Company Class B Preferred Securities have not been redeemed on
the Maturity Date, to invest in Permitted Investments;

(vi) to enter into and, in certain circumstances, to enforce the Support Undertaking for the sole benefit
of the holders of the Company Class B Preferred Securities; and

(vii) to engage in those other activities necessary or incidental thereto.

The Company may also, without the consent of the holders of the Trust Preferred Securities, in the
future issue, in one or more transactions, further Company Class B Preferred Securities (with identical
terms as the Company Class B Preferred Securities described herein save for the issue date and the
commencement of interest payments thereon) in consideration of the receipt of Additional Debt Secu-
rities in a principal amount equal to the aggregate liquidation preference amount of such additional
Company Class B Preferred Securities.

Covenants under the LLC Agreement

For so long as the Company Class B Preferred Securities remain outstanding, the LLC Agreement pro-
vides that:
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(i) the Company will remain a limited liability company and, to the fullest extent permitted by law, will
not voluntarily or involuntarily liquidate, dissolve, wind up or be terminated, except as permitted by
the LLC Agreement;

(i) the Bank and the Company will take no action that would cause the Company to be treated as a
corporation for United States federal income tax purposes;

(iii) the Bank undertakes that the Bank or a Bank Subsidiary will maintain sole ownership of the Com-
pany Common Security and that the Bank or a Bank Subsidiary will maintain sole ownership of the
Company Class A Preferred Security; and

(iv) the Bank or a Bank Subsidiary may transfer the Company Common Security to the Bank or a Bank
Subsidiary, as the case may be, and the Bank or a Bank Subsidiary may transfer the Class A Prefer-
red Security to the Bank or a Bank Subsidiary, as the case may be, provided that prior to such trans-
fer it has received an opinion of a nationally recognized law firm in the United States of America
experienced in such matters to the effect that:

(A) the Company will not be treated as a corporation for United States federal income tax purpo-
ses,

(B) such transfer will not cause the Company to be required to register under the Investment Com-
pany Act, and

(C) such transfer will not adversely affect the limited liability of the holders of the Company Class B
Preferred Securities.

Voting Rights

The rights of the holders of the Company Class B Preferred Securities, including economic rights, rights
to information and voting rights, are set forth in the LLC Agreement and the LLC Act. See , Description
of the Company Securities — Company Class B Preferred Securities”.

Board of Directors; Independent Enforcement Director

The Company's business and affairs will be conducted by its Board of Directors, which initially will con-
sist of three members, elected by the Bank or a Bank Subsidiary as the holder of the Company Com-
mon Security. The initial directors of the Company will be Werner Boensch, Joachim Doepp and John
Reilly with their business address at the address of the Company c/o Commerzbank AG, New York
Branch, 2 World Financial Center, New York, New York 10281, USA. The Company expects that all initial
and future directors and officers of the Company will be officers or employees of the Bank or its affilia-
tes. Consequently, conflicts of interest may arise for officers and employees of the Bank and its affilia-
tes in the discharge of their duties as officers or employees of the Company. Other than that there are
no potential conflicts of interest between any duties of the Company and the above members of the
Company’s management and their private interests.

However, in the event that:

— the Company fails to pay Class B Capital Payments (including Additional Amounts thereon) on the
Company Class B Preferred Securities at the Stated Rate in full as and when due for the first Pay-
ment Period or subsequently for two consecutive Payment Periods; or

— a holder of the Company Class B Preferred Securities has notified the Company that the Bank has
failed to perform any obligation under the Support Undertaking and such failure continues for
60 days after such notice is given,

then the holders of the Company Class B Preferred Securities will have the right to appoint the Inde-
pendent Enforcement Director. The Independent Enforcement Director’s term will end if, in such Inde-
pendent Enforcement Director's sole determination, Class B Capital Payments have been made on the
Company Class B Preferred Securities at the Stated Rate in full for at least two consecutive Payment
Periods and the Bank is in compliance with its obligations under the Support Undertaking.
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Amendments to the LLC Agreement

So long as any Company Class B Preferred Securities are outstanding, the Company will not, without
the vote of the holders of at least 66 2/3 % of the aggregate liquidation preference amount of the Com-
pany Class B Preferred Securities, voting separately as a class (excluding any Company Class B Prefer-
red Securities held by the Bank or any Bank Subsidiary),

(i) amend, alter, repeal or change any provision of the LLC Agreement (including the terms of the Com-
pany Class B Preferred Securities) if such amendment, alteration, repeal or change would materially
adversely affect the rights, preferences, powers or privileges of the Company Class B Preferred
Securities, or

(ii) effect any merger, consolidation, or business combination involving the Company, or any sale of all
or substantially all of the assets of the Company, provided, that any such merger, consolidation, or
business combination involving the Company, or any sale of all or substantially all of the assets of
the Company, also must comply with the requirements set forth under ,, Description of the Com-
pany Securities — Mergers, Consolidations and Sales”.

Additional Equity Securities

The Company will not, without the consent of all the holders of the Company Class B Preferred Securi-
ties (excluding any Company Class B Preferred Securities held by the Bank or any Bank Subsidiary),
issue any additional equity securities of the Company (other than additional Company Class B Preferred
Securities with identical terms as the Company Class B Preferred Securities described herein save for
the issue date, the date from which Class B Capital Payments accrue, the issue price and any other
deviations required for compliance with applicable law) ranking prior to or pari passu with the Company
Class B Preferred Securities as to periodic distribution rights or rights on liquidation or dissolution of the
Company.

Permitted Investments

After the Initial Redemption Date, if the Company Class B Preferred Securities have not been redee-
med on the Initial Redemption Date, the Company will invest in Permitted Investments. The Company
will select for purchase Permitted Investments in the following order of priority and within each cate-
gory on terms that are the best available in relation to providing funds for the payment of Class B Capi-
tal Payments, any Additional Amounts and the Redemption Price:

— first, debt obligations of the Bank or of a Bank Subsidiary, unconditionally guaranteed by the Bank on
a subordinated basis that ranks at least pari passu with the Debt Securities, provided, however, that
the debt obligations shall not include Securities issued by a Bank Subsidiary organized under the
laws of the United States or any of its States or that are shown as a liability on the books of a U.S.
branch of the Bank or of a Bank Subsidiary, or the proceeds of which are lent to such a branch or
Bank Subsidiary except in the ordinary course of the lender’s business, and

— second, in the event such an investment is not available, in European government securities with a
maturity of six months or less.

Services Agreement

The Company will also enter into the Services Agreement with the Trust and the Servicer, under which
the Servicer will be obligated, among other things, to provide legal, accounting, tax and other general
support services to the Company and the Trust, to maintain compliance with all applicable U.S. and
German local, state and federal laws, and to provide administrative, record-keeping and secretarial
services for the Company and the Trust. The fees and expenses of the Trust and the Company, in-
cluding any taxes, duties, assessments or governmental charges of whatever nature (other than With-
holding Taxes) imposed by any taxing authority upon the Company or the Trust, and all other obligations
of the Company and the Trust (other than with respect to the Trust Securities or the Company Securi-
ties) will be paid by the Bank.
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Support Undertaking

The holders of the Company Class B Preferred Securities are third-party beneficiaries of the Support
Undertaking between the Bank and the Company. See ,, Description of the Support Undertaking”.

Principal Executive Office

The location of the principal executive offices of the Company is ¢/o Commerzbank AG, New York
Branch, 2 World Financial Center, New York, New York 10281, USA, telephone no. +1 212 266-7200.

Capitalization

The following table sets forth the capitalization of the Company as of 28 March 2006 and as adjusted to
reflect the consummation of the Offering of 20,000 Trust Preferred Securities and the use of the net
proceeds therefrom as described under ,Use of Proceeds”.

Actual As Adjusted
(€ thousands)

Debt
Total debt ... ... 0 0

Securityholders’ Equity
Company Class B Preferred Securities: none issued and outstanding,

actual; and 20,000 Company Class B Preferred Securities issued

and outstanding, asadjusted . .. ... ... .. .. 0 1,000,000
Company Class A Preferred Securities: none issued and outstanding,

actual; and 1 Company Class A Preferred Security issued and

outstanding, asadjusted .......... . ... .. 0 1
Company Common Security: none issued and outstanding, actual;

and 1 Company Common Security issued and outstanding,

asadjusted . ... 0 1
Total securityholders’ interests . .......... ... ... .. ... . ... . ... 0 1,000,002
Total Capitalization ............ ... ... ... ... ... ... .......... 0 1,000,002

Since the date of its formation, there has been no significant change in the financial or trading positions
of the Company.

Legal Proceedings

The Company is not and has not been engaged in any governmental, legal or arbitration proceedings
which may have, or have had in the recent past, significant effects on the financial position or profitabi-
lity of the Company nor, as far as the Company is aware, are any such governmental, legal or arbitration
proceedings pending or threatened.

Material Contracts

Other than the agreements in connection with the Transaction, the Company has not entered into any
material contracts that are not entered into in the ordinary course of the Company's business.
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DESCRIPTION OF THE TRUST SECURITIES

The Trust Preferred Securities will be issued pursuant to the terms of the Trust Agreement. The follow-
ing describes the material terms and provisions of the Trust Preferred Securities. This description does
not purport to be complete and is subject to, and qualified in its entirety by reference to, the terms and
provisions of the Trust Agreement and the Trust Act.

Form, Denomination and Title

The Trust Preferred Securities will be issued in fully registered form on 30 March 2006, without interest
coupons attached, in minimum denominations of € 50,000 each.

The Trust Preferred Securities will not be issued in bearer form.

The Trust Agreement authorizes the Regular Trustees of the Trust to issue the Trust Preferred Secu-
rities, which represent beneficial interests in the assets of the Trust. Title to the Company Class B Pre-
ferred Securities will be held by the Property Trustee for the benefit of the holders of the Trust Preferred
Securities. The Trust Agreement does not permit the Trust to acquire any assets other than the Com-
pany Class B Preferred Securities, issue any securities other than the Trust Preferred Securities or incur
any indebtedness.

Capital Payments

Trust Capital Payments will be payable by the Trust on a noncumulative basis and accrue on the liquida-
tion preference amount of € 50,000 per Trust Preferred Security.

In the period from and including the Issue Date to but excluding the Initial Redemption Date (the
“Fixed Rate Period”), Trust Capital Payments shall accrue at a rate of 5.012 % per annum (the “Fixed
Rate”) and will be made annually in arrear on 12 April in each year falling in the Fixed Rate Period (com-
mencing on 12 April 2007) and on the Initial Redemption Date (each such date, a “Fixed Payment
Date”). If a Fixed Payment Date is not a Business Day, the holder of the Trust Preferred Securities shall
not be entitled to any Trust Capital Payment until the next following Business Day and shall not be
entitled to further interest or other payment in respect of such delay. Trust Capital Payments in relation
to the first Payment Period (with a term of more than one year), payable on the first Fixed Payment
Date, will amount to € 2,595.25 per Trust Preferred Security. If, at any time during the Fixed Rate
Period, Trust Capital Payments payable on any Fixed Payment Date are to be calculated for a period of
less than one year, such Trust Capital Payments shall be calculated on the basis of the actual number of
days elapsed in such calculation period, divided by the actual number of days (365 or 366) in the respec-
tive annual payment period.

In the period from and including the Initial Redemption Date to but excluding the date of redemption of
the Trust Preferred Securities (the “Floating Rate Period”), Trust Capital Payments for the respective
Payment Period shall accrue at the Floating Rate and will be made quarterly in arrear on 12 January,
12 April, 12 July and 12 October in each year falling in the Floating Rate Period (commencing on 12 July
2016) and on the Redemption Date, unless such date would otherwise fall on a day which is not a Busi-
ness Day, in which event payment shall be made on the first following day which is a Business Day,
unless it would thereby fall into the next calendar month, in which event payment shall be made on
the immediately preceding Business Day (each such date, a “Floating Payment Date”). Trust Capital
Payments payable on any Floating Payment Date are calculated on the basis of the actual number of
days elapsed in the respective Payment Period, divided by 360. The Calculation Agent will notify the
Floating Rate (i) to Clearstream Frankfurt, Clearstream Luxembourg and Euroclear and (ii) for so long as
the Trust Preferred Securities are listed on the Frankfurt Stock Exchange and the rules of such stock
exchange so require, by publication in at least one daily newspaper having general circulation in Ger-
many (which is expected to be the Borsen-Zeitung) without undue delay after each Determination Date.

Trust Capital Payments on the Trust Preferred Securities are expected to be paid out of Class B Capital
Payments received by the Trust from the Company. Class B Capital Payments are expected to be paid
by the Company out of the Company Operating Profits. See “Description of the Company Securities —
Company Class B Preferred Securities — Class B Capital Payments” If the Company does not declare
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(and is not deemed to have declared) a Class B Capital Payment on the Company Class B Preferred
Securities in respect of any Payment Period, the holders of the Company Class B Preferred Securities
will have no right to receive a Class B Capital Payment in respect of such Payment Period, and the
Company will have no obligation to pay a Class B Capital Payment on the Company Class B Preferred
Securities in respect of such Payment Period, whether or not Class B Capital Payments are declared
and paid on the Company Class B Preferred Securities in respect of any future Payment Period. In such
a case, no Trust Capital Payments will be made on the Trust Securities in respect of the corre-
sponding Payment Period.

Each declared Trust Capital Payment will be payable to the holders of record of the Trust Preferred
Securities as they appear on the books and records of the Trust at the close of business on the corre-
sponding record date. The record dates for the Trust Preferred Securities will be

(i) solong as the Trust Preferred Securities remain in book-entry form, one Business Day prior to the
relevant Payment Date, and

(i) in all other cases, the 15th day prior to the relevant Payment Date.

Such Trust Capital Payments will be paid through the Property Trustee who will hold amounts received
in respect of the Company Class B Preferred Securities in the Property Account for the benefit of the
holders of the Trust Preferred Securities, subject to any applicable laws and regulations and the provi-
sions of the Trust Agreement.

The right of the holders of the Trust Preferred Securities to receive Trust Capital Payments is noncumu-
lative.

Accordingly, if the Trust does not have funds available for payment of a Trust Capital Payment in respect
of any Payment Period, the holders will have no right to receive a Trust Capital Payment in respect of
such Payment Period, and the Trust will have no obligation to pay a Trust Capital Payment in respect of
such Payment Period, whether or not Trust Capital Payments are paid in respect of any future Payment
Period.

Except as described under “ — Subordination of Trust Common Securities” below, all Trust Capital Pay-
ments and other payments to holders of the Trust Preferred Securities will be distributed among
holders of record pro rata, based on the proportion that the aggregate liquidation preference amount
of the Trust Preferred Securities held by each holder bears to the aggregate liquidation preference
amount of all Trust Preferred Securities.

Payments of Additional Amounts

All payments on the Trust Preferred Securities by the Trust, and any repayment upon redemption
thereof, will be made without withholding or deduction for or on account of Withholding Taxes unless
the Trust is required by law to make such deduction or withholding. In such event, the Trust will pay, as
additional Trust Capital Payments, such Additional Amounts as may be necessary in order that the net
amounts received by the holders of the Trust Preferred Securities will equal the amounts that would
have been received had no such deduction or withholding been required.

However, no such Additional Amounts will be payable in respect of the Trust Preferred Securities:

— if and to the extent that the Company is unable to pay corresponding amounts in respect of the
Company Class B Preferred Securities because such payment would exceed the Bank Distributa-
ble Profits for the Bank's most recent fiscal year for which audited unconsolidated annual financial
statements have been approved by the Bank's supervisory board (after subtracting from such Bank
Distributable Profits the amount of the Class B Capital Payments and capital payments, dividends
or other distributions on Parity Securities, if any, already paid on the basis of such Bank Distributa-
ble Profits on or prior to the date on which such Additional Amounts will be payable); or

— with respect to any Withholding Taxes that are payable by reason of a holder or beneficial owner of
the Trust Preferred Securities having some connection with any Relevant Jurisdiction other than by
reason only of the mere holding of the Trust Preferred Securities; or
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— with respect to any Withholding Taxes if such deduction or withholding is required to be made pur-
suant to any European Union directive on the taxation of savings (including the directive adopted on
3 June 2003) or any law implementing or complying with, now introduced in order to conform to,
any such directive; or

— with respect to any Withholding Taxes that can be avoided if the holder or beneficial owner of the
Trust Preferred Securities makes a declaration of non-residence or other similar claim for exemption
to the relevant tax authority or complies with any reasonable certification, documentation, informa-
tion or other reporting requirement imposed by the relevant tax authority; or

— with respect to any Withholding Taxes imposed on account of any inheritance, thrift, estate, perso-
nal property, sales or transfer taxes, or on account of any taxes that are payable otherwise than by
withholding from payments in respect of the Trust Preferred Securities; or

— with respect to any Withholding Taxes that the holder or beneficial owner of the Trust Preferred
Securities can avoid or reduce by presenting the relevant Trust Preferred Securities to another
paying agent in a member state of the European Union; or

— with respect to any Withholding Taxes that would not have been so imposed if the holder of the
Trust Preferred Securities would have presented the relevant Trust Preferred Securities for payment
within 30 days of the date that payment was due or became available for payment, except to the
extent that such holder would have been entitled to such Additional Amounts on presenting such
Trust Preferred Securities for payment on the last day of such period of 30 days; or

— with respect to any Withholding Taxes which would not be payable if the Trust Preferred Securities
had been kept in safe custody with, and the payments had been collected by, a credit institution.

Trust Enforcement Events

The occurrence, at any time, of:

(i) non-payment of Trust Capital Payments (plus any Additional Amounts thereon, if any) on the Trust
Preferred Securities or the Company Class B Preferred Securities at the Stated Rate in full as and
when due for the first Payment Period or subsequently for two consecutive Payment Periods; or

(i) a failure by the Bank to perform any of its obligations under the Support Undertaking

will constitute an enforcement event under the Trust Agreement with respect to the Trust Preferred
Securities (a “Trust Enforcement Event”); provided, that, pursuant to the Trust Agreement, the holder
of the Trust Common Security will be deemed to have waived any Trust Enforcement Event with re-
spect to the Trust Common Security until all Trust Enforcement Events with respect to the Trust Pre-
ferred Securities have been cured, waived or otherwise eliminated. Until such Trust Enforcement
Events with respect to the Trust Preferred Securities have been so cured, waived or otherwise elimi-
nated, the Property Trustee will be deemed to be acting solely on behalf of the holders of the Trust Pre-
ferred Securities and only the holders of the Trust Preferred Securities will have the right to direct the
Property Trustee with respect to certain matters under the Trust Agreement. In the case of non-payment
of Capital Payments (plus any Additional Amounts thereon, if any) on the Company Class B Preferred
Securities referred to in clause (i) above or the continuation of a failure by the Bank to perform any obli-
gation under the Support Undertaking for a period of 60 days after notice thereof has been given to the
Company by the Property Trustee or any holder of the Company Class B Preferred Securities, holders of
the Company Class B Preferred Securities will have the right to appoint the Independent Enforcement
Director; see “Description of the Company Securities — Company Class B Preferred Securities — Voting
Rights” Upon the occurrence of a Trust Enforcement Event, the Property Trustee will have the right to
enforce the rights of the holders of the Company Class B Preferred Securities, including:

(i) claims to receive Class B Capital Payments (only if and to the extent declared or deemed to have
been declared) on the Company Class B Preferred Securities;

(i) appointment of the Independent Enforcement Director (to the extent that such Trust Enforcement
Event results from non-payment of Capital Payments at the Stated Rate in full or the continuation
of a failure by the Bank to perform any obligation under the Support Undertaking for a period of
60 days after notice thereof has been given to the Company by the Property Trustee or any holder
of the Company Class B Preferred Securities); and
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(i) assertion of the rights under the Support Undertaking as it relates thereto.

If the Property Trustee fails to enforce its rights under the Company Class B Preferred Securities after a
holder of the Trust Preferred Securities has made a written request, such holder of record of the Trust
Preferred Securities may directly institute a legal proceeding against the Company to enforce the Prop-
erty Trustee's rights under the Company Class B Preferred Securities without first instituting any legal
proceeding against the Property Trustee, the Trust or any other person or entity.

Redemption

Upon redemption of the Company Class B Preferred Securities, the Trust must apply the Redemption
Price received in connection therewith to redeem a corresponding number of the Trust Preferred Secu-
rities.

The Company Class B Preferred Securities are redeemable at the option of the Company, in whole but
not in part, on the Initial Redemption Date and on any Floating Payment Date thereafter, at the
Redemption Price. The Company will also have a right to redeem the Company Class B Preferred
Securities at any time prior to the Initial Redemption Date upon at least 30 days' prior notice, in whole
but not in part, upon the occurrence of a Company Special Redemption Event (as defined under
"Description of the Company Securities — Company Class B Preferred Securities — Redemption”).

Any redemption prior to the Initial Redemption Date upon the occurrence of a Company Special
Redemption Event (as defined under “Description of the Company Securities — Company Class B
Preferred Securities — Redemption”) will be made at the Early Redemption Price, unless the Company
Class B Preferred Securities are redeemed solely as a result of a Tax Event as described under (B) of
the definition of Tax Event set out herein in which case the Company Class B Preferred Securities will
be redeemed at the Redemption Price. The Company may exercise its right to redeem the Company
Class B Preferred Securities only if it has:

(i) given at least 30 days’ prior notice (or such longer period as required by the relevant regulatory
authorities) to the holders of the Company Class B Preferred Securities of its intention to redeem
the Company Class B Preferred Securities on the Redemption Date, and

(i) obtained any required regulatory approvals.

The Trust Agreement will provide that the Property Trustee will give notice to the holders of the Trust
Preferred Securities of the Company's intention to redeem the Company Class B Preferred Securities
on the Redemption Date not fewer than 30 days before the Redemption Date.

The Company Class B Preferred Securities and the Trust Preferred Securities will not have any sched-
uled maturity date and will not be redeemable at any time at the option of the holders thereof.

Upon any redemption of the Company Class B Preferred Securities, the proceeds of such redemption
will simultaneously be applied to redeem a corresponding amount of the Trust Preferred Securities.
Any Company Class B Preferred Securities or Trust Preferred Securities that are redeemed will be can-
celled, and not reissued, following their redemption.

Upon the occurrence of a Trust Special Redemption Event (as defined below) or in the event of any
voluntary or involuntary liquidation, dissolution, winding up or termination of the Trust, holders of the
Trust Preferred Securities will be entitled, in accordance with the terms of the Trust Agreement, to
receive a corresponding number of the Company Class B Preferred Securities.

A "Trust Special Redemption Event” means

(i) a Tax Event (as defined below) solely with respect to the Trust, but not with respect to the Com-
pany, or

(i) an Investment Company Act Event (as defined below) solely with respect to the Trust, but not with
respect to the Company.
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A "Tax Event” means the receipt by the Bank of an opinion of a nationally recognized law firm or other
tax adviser in a Relevant Jurisdiction, experienced in such matters, to the effect that, as a result of

(i) any amendment to, or clarification of, or change (including any announced prospective change) in,
the laws or treaties (or any regulations or interpretations thereunder) of the Relevant Jurisdiction or
any political subdivision or taxing authority thereof or therein affecting taxation,

(i) any judicial decision, official administrative pronouncement, published or private ruling, regulatory
procedure, notice or announcement (including any notice or announcement of intent to adopt such
procedures or regulations) by any legislative body, court, governmental authority or regulatory body
(each, an “Administrative Action”), or

(i) any amendment to, clarification of, or change in the official position or the interpretation of such
Administrative Action or any interpretation or pronouncement that provides for a position with re-
spect to such Administrative Action that differs from the theretofore generally accepted position in
each case, by any legislative body, court, governmental authority or regulatory body, irrespective of
the manner in which such amendment, clarification or change is made known, which amendment,
clarification or change is effective, or which pronouncement or decision is announced,

on or after the date of issuance of the Company Securities and the Trust Securities, there is more than
an insubstantial risk that

(A) the Trust or the Company is or will be subject to more than a de minimis amount of taxes,
duties or other governmental charges, or

(B) the Trust, the Company or an obligor on the Debt Securities would be obligated to pay Addi-
tional Amounts or Additional Interest Amounts, or

(C) the Bank or any other obligor of the Debt Securities (x) may not, for purposes of determining its
taxable income for the purposes of determining German corporate income tax in any year,
deduct in full interest payments on the Debt Securities, or (y) would, other than in cases
where the Capital Payments may not be declared by the Company, be subject to tax on income
of the Company under the rules of the German Foreign Taxation Act (AulBensteuergesetz);

provided, however, that none of the foregoing shall constitute a Tax Event if it may be avoided by the
Bank (or the relevant obligor of the Debt Securities), the Trust or the Company taking reasonable
measures under the circumstances.

An “Investment Company Act Event” means that the Bank shall have requested and received an
opinion of a nationally recognized U.S. law firm experienced in such matters to the effect that there is
more than an insubstantial risk that the Company or the Trust is or will be considered an “investment
company” within the meaning of the Investment Company Act as a result of any judicial decision, any
pronouncement or interpretation (irrespective of the manner made known), the adoption or amend-
ment of any law, rule or regulation, or any notice or announcement (including any notice or announce-
ment of intent to adopt such law, rule or regulation) by any U.S. legislative body, court, governmental
agency, or regulatory authority, in each case after the date of the issuance of the Company Class B
Preferred Securities and the Trust Preferred Securities.

If, at any time, a Trust Special Redemption Event occurs and is continuing, the Regular Trustees wiill,
within 90 days following the occurrence of such Trust Special Redemption Event, dissolve the Trust
upon not less than 30 nor more than 60 days' notice to the holders of the Trust Preferred Securities
and upon not less than 30 nor more than 60 days' notice to, and consultation with Clearstream Frank-
furt, with the result that, after satisfaction of the claims of creditors of the Trust, if any, Company Class B
Preferred Securities would be distributed on a pro rata basis to the holders of the Trust Preferred Secu-
rities in liquidation of such holders’ interest in the Trust, provided, however, that, if, at such time, the
Trust has the opportunity to eliminate, within such 90-day period, the Trust Special Redemption Event
by taking some ministerial action (a ministerial act is an administrative action such as filing a form or
making an election), or some other similar reasonable measures, which in the sole judgment of the
Bank will cause no adverse effect on the Company, the Trust, the Bank or the holders of the Trust Pre-
ferred Securities and will involve no material costs, then the Trust will pursue any such measure in lieu
of dissolution.
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On the date fixed for any distribution of the Company Class B Preferred Securities, upon dissolution of
the Trust:

(i) the Trust Securities will no longer be deemed to be outstanding, and

(i) certificates representing Trust Preferred Securities will be deemed to represent the Company
Class B Preferred Securities having a liquidation preference amount equal to the liquidation prefer-
ence amount of the Trust Preferred Securities and the liquidation preference amount of the Trust
Common Security until such certificates are presented to the Company or its agent for transfer or
re-issuance.

If the Company Class B Preferred Securities are distributed to the holders of the Trust Preferred Secu-
rities, the Bank will use its commercially reasonable efforts to cause the Company Class B Preferred
Securities to be eligible for clearing and settlement through Clearstream Frankfurt or a successor clear-
ing agent.

Redemption Procedures

If the Trust gives a notice of redemption in respect of the Trust Securities (which notice will be irrevoc-
able), and if the Company has paid to the Property Trustee a sufficient amount of cash in connection
with the related redemption of the Company Class B Preferred Securities, then, by 10.00 a.m., Frank-
furt am Main time, on the Redemption Date, the Trust will irrevocably deposit with Clearstream Frank-
furt funds sufficient to pay the amount payable on redemption of book-entry certificates and will give
Clearstream Frankfurt irrevocable instructions and authority to pay such amount to holders of the Trust
Preferred Securities. If notice of redemption will have been given and funds are deposited as required,
then upon the date of such deposit, or the Redemption Date, as applicable, Capital Payments shall
cease to accumulate on the Trust Securities so called for redemption and all rights of holders of such
Trust Preferred Securities so called for redemption will cease, except the right of the holders of such
Trust Preferred Securities to receive the redemption price for such Trust Preferred Securities, but with-
out interest thereon.

Purchases of the Trust Preferred Securities

Subject to the foregoing redemption provisions and procedures and applicable law (including, without
limitation, U.S. federal securities laws), the Bank or its subsidiaries may at any time and from time to
time purchase outstanding Trust Preferred Securities by tender, in the secondary market or by private
agreement.

Subordination of the Trust Common Security

Payment of Trust Capital Payments and other distributions on, and amounts on redemption of, the Trust
Preferred Securities will generally be made pro rata based on the liquidation preference amount of the
Trust Preferred Securities and the capital contribution in respect of the Trust Common Security, as the
case may be. However, upon the liquidation of the Trust and during the continuance of a default under
the Debt Securities or a failure by the Bank to perform any obligation under the Support Undertaking,
holders of the Trust Preferred Securities will effectively have a preference over the holder of the Trust
Common Security with respect to payments of Trust Capital Payments and other distributions and
amounts upon redemption or liquidation of the Trust.

In the case of any Trust Enforcement Event, the holder of the Trust Common Security will be deemed
to have waived any such Trust Enforcement Event until all such Trust Enforcement Events with respect
to the Trust Preferred Securities have been cured, waived or otherwise eliminated. Until all Trust
Enforcement Events with respect to the Trust Preferred Securities have been so cured, waived or
otherwise eliminated, the Property Trustee will act solely on behalf of the holders of the Trust Preferred
Securities and not on behalf of the holder of the Trust Common Security, and only the holders of the
Trust Preferred Securities will have the right to direct the Property Trustee to act on their behalf.
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Liquidation Distribution Procedure upon Dissolution

Pursuant to the Trust Agreement and following the issuance of Trust Securities, the Trust will dissolve:
(i) upon the bankruptcy, insolvency or dissolution of the Bank;

(i) upon the filing of a certificate of cancellation or its equivalent with respect to the Company or upon
the vote of at least a majority of the outstanding Trust Securities, voting together as a single class,
to file a certificate of cancellation with respect to the Trust;

(iii) upon the distribution of all of the Company Class B Preferred Securities due to the occurrence of a
Trust Special Redemption Event;

(iv) upon the entry of a decree of a judicial dissolution of the Company or the Trust; or

(v) upon the redemption of all of the Trust Preferred Securities.

In the event of any voluntary or involuntary liquidation, dissolution, winding up or termination of the
Trust, the holders of the Trust Preferred Securities will be entitled to receive, after payment of the liabil-
ities to creditors of the Trust, if any, a corresponding amount of the Company Class B Preferred Secu-
rities. The holders of the Trust Preferred Securities will effectively have a preference over the holder of
the Trust Common Security with respect to distributions upon liquidation of the Trust.

Statute of Limitation

The prescription period for claims for the payment of Trust Capital Payments, Additional Amounts and
the Redemption Price is three years after the date on which the respective payment has become due
and payable.

Voting Rights

Except as expressly required by applicable law, or except as provided for in the Trust Agreement, the
holders of the Trust Preferred Securities will not be entitled to vote on the affairs of the Trust or the
Company. So long as the Trust holds any Company Class B Preferred Securities, the holders of the
Trust Preferred Securities will have the right to direct the Property Trustee to enforce the voting rights
attributable to such Company Class B Preferred Securities. These voting rights may be waived by the
holders of the Trust Preferred Securities by written notice to the Property Trustee and in accordance
with applicable laws.

Subject to the requirement of the Property Trustee obtaining a tax opinion as set forth in the last sen-
tence of this paragraph, the holders of a majority of the outstanding Trust Preferred Securities (exclud-
ing Trust Preferred Securities held by the Bank or its affiliates) have the right to direct the time, method
and place of conducting any proceeding for any remedy available to the Property Trustee, and to direct
the exercise of any trust or power conferred upon the Property Trustee under the Trust Agreement,
including the right to direct the Property Trustee, as holder of the Company Class B Preferred Secu-
rities, to:

(i) exercise the remedies available to it under the LLC Agreement as a holder of the Company Class B
Preferred Securities; or

(i) consent to any amendment, modification or termination of the LLC Agreement or the Company
Class B Preferred Securities where such consent will be required,;

provided, however, that where a consent or action under the LLC Agreement would require the con-
sent or act of the holders of more than a majority of the Company Class B Preferred Securities affected
thereby, only the holders of the percentage of the aggregate liquidation preference amount of the Trust
Securities outstanding which is at least equal to the percentage of the Company Class B Preferred
Securities required to so consent or act under the LLC Agreement, may direct the Property Trustee to
give such consent or take such action on behalf of the Trust; see “Description of the Company Secu-
rities — Company Class B Preferred Securities — Voting Rights” Except with respect to directing the
time, method and place of conducting a proceeding for a remedy as described above, the Property
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Trustee will be under no obligation to take any of the actions described in clause (i) or (ii) above unless,
inter alia, the Property Trustee has obtained an opinion of independent tax counsel in the United States
of America to the effect that as a result of such action, the Trust will not be treated as a corporation for
U.S. federal income tax purposes and that after such action each holder of the Trust Preferred Secu-
rities will continue to be treated as owning an beneficial interest in the Company Class B Preferred
Securities.

Any required approval or direction of holders of the Trust Preferred Securities may be given at a sepa-
rate meeting of holders of the Trust Preferred Securities convened for such purpose, at a meeting of all
of the holders of the Trust Securities or pursuant to a written consent. The Regular Trustees will cause a
notice of any meeting at which holders of the Trust Preferred Securities are entitled to vote, or of any
matter upon which action by written consent of such holders is to be taken, to be made in the manner
described below under “— Notices” Each such notice will include a statement setting forth the follow-
ing information:

(i) the date of such meeting or the date by which such action is to be taken;

(i) a description of any resolution proposed for adoption at such meeting on which such holders are
entitled to vote or of such matter upon which written consent is sought; and

(i) instructions for the delivery of proxies or consents.

No vote or consent of the holders of the Trust Preferred Securities will be required for the Trust to
redeem and cancel Trust Preferred Securities or distribute Company Class B Preferred Securities in
accordance with the Trust Agreement.

Notwithstanding that holders of the Trust Preferred Securities are entitled to vote or consent under any
of the circumstances described above, any of the Trust Preferred Securities that are beneficially owned
at such time by the Bank or any entity directly or indirectly controlled by, or under direct or indirect
common control with, the Bank, will not be entitled to vote or consent and will, for purposes of such
vote or consent, be treated as if such Trust Preferred Securities were not outstanding, except for the
Trust Preferred Securities purchased or acquired by the Bank or its affiliates in connection with transac-
tions effected by or for the account of customers of the Bank or any of its affiliates or in connection
with distribution or trading or market-making activities in connection with such Trust Preferred Secu-
rities in the ordinary course of business; provided, however, that persons (other than affiliates of the
Bank) to whom the Bank or any of its affiliates have pledged Trust Preferred Securities may vote or
consent with respect to such pledged Trust Preferred Securities pursuant to the terms of such pledge.

Holders of the Trust Preferred Securities will have no rights to appoint or remove the Regular Trustees,
who may be appointed, removed or replaced solely by the holder of the Trust Common Security, which
will be the Bank or a Bank Subsidiary.

Securityholder Meetings

Meetings of the holders of any class of Trust Securities may be called at any time by the Regular Trus-
tees to consider and act on any matter on which holders of such class of Trust Securities are entitled to
act under the terms of the Trust Agreement, the terms of the Trust Securities, the LLC Agreement, the
Delaware Statutory Trust Act or other applicable law. The Regular Trustees shall call a meeting of the
holders of a class if directed to do so by the holders of at least 10 % in liquidation amount of such class
of Trust Securities. Such direction must be given by delivering to the Regular Trustees one or more calls
in writing stating that the signing holders of the Trust Securities wish to call a meeting and indicating
the general or specific purpose for which the meeting is to be called.

Except to the extent otherwise provided in the terms of the Trust Securities, the following provisions
shall apply to meetings of holders of the Trust Securities:

— Notice of any meeting shall be given to all the holders of the Trust Securities having a right to vote
thereat at least 7 days and not more than 60 days before the date of such meeting. Any action that
may be taken at a meeting of the holders may be taken without a meeting if a consent in writing
setting forth the action so taken is signed by the holders owning not less than the minimum
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amount of Trust Securities in a liquidation amount that would be necessary to authorize or take
such action at a meeting at which all holders having a right to vote thereon were present and vot-
ing. Notice of the taking of action without a meeting will be given to the holders of the Trust Secu-
rities entitled to vote who have not consented in writing. The Regular Trustees may specify that any
written ballot submitted to the holder for the purpose of taking any action without a meeting shall
be returned to the Trust within the time specified by the Regular Trustees.

Subject to the terms of the Trust Agreement, each holder of a Trust Security may authorize any per-
son to act for it by proxy on all matters in which a holder is entitled to participate, including waiving
notice of any meeting, or voting or participating at a meeting.

Each meeting of the holders of the Trust Securities shall be conducted by the Regular Trustees or
by such other person that the Regular Trustees may designate.

Merger, Consolidation or Amalgamation of the Trust

The Trust may not consolidate, amalgamate, merge with or into, or be replaced by, or convey, transfer
or lease its properties and assets substantially as an entirety to, any corporation or other entity, except
as described below. The Trust may, with the consent of a majority of the Regular Trustees and without
the consent of the holders of the Trust Securities, the Property Trustee or the Delaware Trustee, con-
solidate, amalgamate, merge with or into, or be replaced by a trust organized as such under the laws of
any State of the United States of America; provided, that:

(i)

(ii)

(iif)

(iv)

(v)

(Vi)

if the Trust is not the survivor, such successor entity either
(A) expressly assumes all of the obligations of the Trust to the holders of the Trust Securities or

(B) substitutes for the Trust Securities for other securities having substantially the same terms as
the Trust Preferred Securities, and ranking the same as the Trust Preferred Securities with re-
spect to Trust Capital Payments, distributions and rights upon liquidation, redemption or other-
wise (the “Trust Successor Securities”),

the Company expressly acknowledges a trustee of such successor entity possessing the same
powers and duties as the Property Trustee as the holder of the Company Class B Preferred Secu-
rities,

such merger, consolidation, amalgamation or replacement does not cause the Trust Preferred
Securities (including the Trust Successor Securities) to be downgraded by any statistical rating
organization nationally recognized in the United States of America,

such merger, consolidation, amalgamation or replacement does not adversely affect the rights,
preferences and privileges of the holders of the Trust Preferred Securities (including any Trust Suc-
cessor Securities) in any material respect,

such successor entity has purposes substantially identical to that of the Trust,

the obligations of the Bank pursuant to the Support Undertaking will continue in full force and
effect, and

(vii) prior to such merger, consolidation, amalgamation or replacement, the Bank has received an
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opinion of a nationally recognized law firm in the United States of America experienced in such
matters to the effect that:

(A) such merger, consolidation, amalgamation or replacement will not adversely affect the rights,
preferences and privileges of the holders of the Trust Preferred Securities (including the Trust
Successor Securities) in any material respect,

(B) following such merger, consolidation, amalgamation or replacement, neither the Trust nor such
successor entity will be required to register under the Investment Company Act,

(C) following such merger, consolidation, amalgamation or replacement, the Trust (or such succes-
sor trust) will not be treated as a corporation for U. S. federal income tax purposes, and

(D) following such merger, consolidation, amalgamation or replacement, the Company will not be
treated as a corporation for United States federal income tax purposes.



Notwithstanding the foregoing, the Trust will not, except with the consent of holders of 100 % of the
outstanding Trust Preferred Securities (excluding Trust Preferred Securities held by the Bank and a
Bank Subsidiary), consolidate, amalgamate, merge with or into, or be replaced by any other entity or
permit any other entity to consolidate, amalgamate, merge with or into, or replace it, if such consolida-
tion, amalgamation, merger or replacement would cause the Trust or the successor entity to be treated
as a corporation for United States federal income tax purposes.

Modification of the Trust Agreement

The Trust Agreement may be modified and amended if approved by a majority of the Regular Trustees
(and in certain circumstances the Property Trustee and the Delaware Trustee), provided, that, if any
proposed amendment provides for, or the Regular Trustees otherwise propose to effect:

(i) any action that would materially adversely affect the powers, preferences or special rights of the
Trust Securities, whether by way of amendment to the Trust Agreement or otherwise, or

(i) the dissolution, winding up or termination of the Trust other than pursuant to the terms of the Trust
Agreement, then the holders of the Trust Securities voting together as a single class will be entitled
to vote on such amendment or proposal and such amendment or proposal will not be effective
except with the approval of at least a majority of the outstanding Trust Securities affected thereby;
provided, further that, if any amendment or proposal referred to in clause (i) above would adversely
affect only the Trust Preferred Securities or the Trust Common Security, then only the affected
class will be entitled to vote on such amendment or proposal and such amendment or proposal
will not be effective except with the approval of a majority of such class of the Trust Securities
outstanding.

The Trust Agreement may be amended without the consent of the holders of the Trust Securities to:

(i) cure any ambiguity,

(i) correct or supplement any provision in the Trust Agreement that may be defective or inconsistent
with any other provision of the Trust Agreement,

(i) add to the covenants, restrictions or obligations of the Bank,
(iv) conform to any change in the Investment Company Act or the rules or regulations thereunder, or

(v) modify, eliminate and add to any provision of the Trust Agreement to such extent as may be neces-
sary or desirable; provided, that, no such amendment will have a material adverse effect on the
rights, preferences or privileges of the holders of the Trust Securities.

Notwithstanding the foregoing, no amendment or modification may be made to the Trust Agreement if
such amendment or modification would:

(i) cause the Trust to be treated as a corporation for United States federal income tax purposes,

(i) cause the Company to be treated as a corporation for such purposes,

(i) reduce or otherwise adversely affect the powers of the Property Trustee, or

(iv) cause the Trust or the Company to be required to register under the Investment Company Act.

Form, Clearing, Transfers and Settlement

Trust Preferred Securities will be issued initially in the form of a temporary global certificate (the “Tem-
porary Global Certificate”). Beneficial interests in the Temporary Global Certificate will be exchanged
for beneficial interests in a permanent global certificates (the “Permanent Global Certificate” and,
together with the Temporary Global Certificate, the “Global Certificates”) after a period of 40 conse-
cutive days beginning on the first day after the (i) the Closing Date or, if later, (ii) the completion of the
distribution of the Trust Preferred Securities (the “Restricted Period”) has ended.
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The Global Certificates will be deposited upon issuance with, and registered in the name of, Clear-
stream Frankfurt for credit to accountholders in Clearstream Frankfurt, including Euroclear and Clear-
stream Luxembourg.

Beneficial interests in the Trust Preferred Securities will be shown only on, and transfers thereof will be
effected only through, book-entry records maintained by Clearstream Frankfurt and their respective
participants and, except in limited circumstances, provided for in the Trust Agreement (such as, for
example, closure of the Clearing System). Trust Preferred Securities in definitive form will not be
issued. Holders of beneficial interests in the Global Certificates must rely upon the procedures of
Clearstream Frankfurt and (if applicable) its respective participants (including Euroclear and Clear-
stream Luxembourg) to exercise any rights of a holder under the Global Certificates, Transfers and pay-
ments in respect if the Trust Preferred Securities may be effected through the Paying Agents subject to
the terms of the Trust Preferred Securities and the operating procedures of Clearstream Frankfurt.
None of the Bank, the Company or the Trust will have any responsibility or liability for any aspect of the
records relating to the payments made on account of beneficial interests in the Global Certificates or
for maintaining, supervising or reviewing any records relating to such beneficial interests.

Certifications by Holders of the Temporary Global Certificate

On or after the expiration of the Restricted Period, a certificate must be provided by or on behalf of a
holder of a beneficial interest in the Temporary Global Certificate to the Principal Paying Agent, certify-
ing that the beneficial owner of the interest in the Temporary Global Certificate is not a U.S. Person.
Unless such certificate is provided:

(i) the holder of such beneficial interest will not receive any payments of dividends, redemption price
or any other payment with respect to such holder’s beneficial interest in the Temporary Global Cer-
tificate,

(i) such beneficial interest may not be exchanged for a beneficial interest in the Permanent Global
Certificate, and

(iii) settlement of trades with respect to such beneficial interest will be suspended.

In the event that any holder of a beneficial interest in the Temporary Global Certificate fails to provide
such certification, exchanges of interests in the Temporary Global Certificate for interests in the Perma-
nent Global Certificate and settlements of trades of all beneficial interests in the Temporary Global Cer-
tificate may be temporarily suspended.

Paying Agents, Transfer Agent and Calculation Agent, Payments

Commerzbank Aktiengesellschaft will act as Principal Paying Agent, Transfer Agent and Calculation
Agent for the Trust Preferred Securities. Commerzbank Europe (Ireland) will act as Irish Paying Agent.
The Trust may at any time appoint additional agents and/or terminate the appointment of any agent.
However, no such termination shall take effect until a new agent has been appointed.

Payments in respect of the Trust Preferred Securities will be made to or as directed by the Clearstream
Frankfurt as the registered holder of the Global Certificate representing the Trust Preferred Securities.
Payments made to Clearstream Frankfurt shall be made by wire transfer, and Clearstream Frankfurt
will credit the relevant accounts of its participants (including Euroclear and Clearstream Luxembourg)
on the applicable dates.

Registration of transfers of the Trust Preferred Securities will be effected without charge by or on behalf
of the Company, but upon payment (with the giving of such indemnity as the Property Trustee may
require) in respect of any tax or other governmental charges that may be imposed in relation to it; pro-
vided, that no transfer or exchange of the Trust Preferred Securities may be registered except in limited
circumstances. The Property Trustee will not be required to register or cause to be registered the trans-
fer of the Trust Preferred Securities after such Trust Preferred Securities have been called for redemp-
tion.
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Information Concerning the Property Trustee

The Property Trustee, prior to the occurrence of a Trust Enforcement Event, undertakes to perform only
such duties as are specifically set forth in the Trust Agreement and, after the occurrence of a Trust
Enforcement Event, will exercise the same degree of care as a prudent person would exercise in the
conduct of his or her own affairs. Subject to such provisions, the Property Trustee is under no obligation
to exercise any of the powers vested in it by the Trust Agreement, though it may do so at its discretion
or atthe request of any holder of the Trust Preferred Securities if it is satisfied, in its sole discretion, that
the repayment of funds or cover for personal financial liability is assured to it, by way of indemnity or
otherwise. The holders of the Trust Preferred Securities will not be required to offer such indemnity in
the event such holders, by exercising their rights, direct the Property Trustee to take any action follow-
ing a Trust Enforcement Event.

Notices

All notices to the holders of the Trust Preferred Securities will be given by the Trust (i) for so long as any
of the Trust Preferred Securities are listed on the Irish Stock Exchange and the Irish Stock Exchange so
requires, to the Company Announcement Office of the Irish Stock Exchange through the Irish Paying
Agent and (i) to Clearstream Frankfurt, Clearstream Luxembourg and Euroclear and (iii) for so long as
any Trust Preferred Securities are listed on the Frankfurt Stock Exchange and the rules of such stock
exchange so require, by publication in at least one daily newspaper having general circulation in Ger-
many (which is expected to be the Borsen-Zeitung). In accordance with its published rules and regula-
tions, Clearstream Frankfurt will notify the holders of securities accounts with it to which any Trust Pre-
ferred Securities are credited of any such notices received by it.

Governing Law

The Trust Agreement and the Trust Securities will be governed by, and construed in accordance with,
the laws of the State of Delaware.

Miscellaneous

The Regular Trustees are authorized and directed to conduct the affairs of and to operate the Trust in
such a way that the Trust will not be required to register under the Investment Company Act.
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DESCRIPTION OF THE COMPANY SECURITIES

The following describes the material terms and provisions of the Company Securities, including the
Company Class B Preferred Securities. This description is qualified in its entirety by reference to the
terms and provisions of the LLC Agreement.

Upon the execution of the LLC Agreement, the Company will issue the Company Common Security,
the Company Class A Preferred Security and Company Class B Preferred Securities. For so long as any
Company Class B Preferred Securities remain outstanding, the Company Common Security will be
owned directly by the Bank or a Bank Subsidiary and the Company Class A Preferred Security will be
owned by the Bank or a Bank Subsidiary.

All of the Company Class B Preferred Securities will be owned by the Trust.

Company Common Security

Subject to the rights of the holders of the Company Class B Preferred Securities to appoint the Inde-
pendent Enforcement Director, all voting rights are vested in the Company Common Security.

The Company Common Security is entitled to one vote per security. The Company Common Security
is currently, and upon consummation of the Offering will be, held by the Bank or a Bank Subsidiary.

Capital payments may be declared and paid on the Company Common Security only if all Class B Capi-
tal Payments on the Company Class B Preferred Securities, if any, in respect of the relevant Payment
Period have been declared and paid. The Company does not expect to pay dividends on the Company
Common Security.

In the event of the voluntary or involuntary liquidation, dissolution, termination or winding up of the
Company, after the payment of all debts and liabilities and after there have been paid or set aside for
the holders of all the Company Preferred Securities the full preferential amounts to which such holders
are entitled, the holder of the Company Common Security will be entitled to share equally and pro rata
in any remaining assets.

Company Class A Preferred Security

The Company Class A Preferred Security is non-voting. Capital payments on the Company Class A Pre-
ferred Security will be payable when, as and if declared by the Board of Directors; such a declaration
will occur only to the extent the Board of Directors does not declare Class B Capital Payments on the
Company Class B Preferred Securities at the Stated Rate in full on any Payment Date.

It is expected that the holder of the Company Class A Preferred Security will receive capital payments
only to the extent that:

(i) Class B Capital Payments are not permitted to be declared on the Company Class B Preferred Secu-
rities on any Payment Date at the Stated Rate in full due to insufficient Bank Distributable Profits for
the Bank’s most recent fiscal year preceding such Payment Period for which audited annual financial
statements approved by the Bank’s supervisory board are available or an order of the BaFin (or any
other relevant regulatory authority) pursuant to the German Banking Act or any other applicable reg-
ulatory provision prohibiting the Bank from making any distribution of its profits (including to the
holders of the Parity Securities), and

(i) the Company has sufficient Company Operating Profits.
The Company currently does not intend to pay capital payments on the Company Class A Preferred

Security. The payment of capital payments on the Class A Preferred Security is not a condition to the
payment of Class B Capital Payments on the Company Class B Preferred Securities.
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In the event of any voluntary or involuntary liquidation, dissolution or winding up or termination of the
Company, the Company Class B Preferred Securities will rank junior to the Company Class A Preferred
Security, and the Company Class B Preferred Securities will rank senior to the Company Common
Security; provided, that any payments made by the Bank pursuant to the Support Undertaking will be
payable by the Company solely to the holders of the Company Class B Preferred Securities. According-
ly, upon any liquidation, the holder of the Company Class A Preferred Security will be entitled to receive
a liquidation distribution of the Debt Securities or Permitted Investments (including accrued and unpaid
interest thereon). In the event of the liquidation of the Company, the Independent Enforcement Direc-
tor will enforce the Support Undertaking solely for the benefit of the holders of the Company Class B
Preferred Securities. With respect to the Company’s rights under the Support Undertaking, the Com-
pany Class B Preferred Securities will rank senior to the Company Class A Preferred Security and pay-
ments thereunder will be distributed by the Company solely to the holders of the Company Class B
Preferred Securities. For a description of the circumstances under which an Independent Enforcement
Director may be elected, see “— Company Class B Preferred Securities — Voting Rights”

Company Class B Preferred Securities
General

The Company will observe all corporate formalities necessary to issue the Company Class B Preferred
Securities under the laws of the State of Delaware and the Company Class B Preferred Securities will
be validly issued, fully paid and non-assessable when they are issued. The holders of the Company
Class B Preferred Securities will have no pre-emptive rights with respect to any other securities of the
Company (i.e., will have no rights to acquire any additional securities issued by the Company on a pre-
ferential basis). The Company Class B Preferred Securities will not have any scheduled maturity date,
will not be redeemable at any time at the option of the holders thereof, will not be convertible into any
other securities of the Company and will not be subject to any sinking fund or other obligation of the
Company for their repurchase or redemption. The LLC Agreement prohibits the Company, without the
consent of all holders of the Company Class B Preferred Securities (excluding any Company Class B
Preferred Securities held by the Bank or a Bank Subsidiary), from issuing any debt obligations or any
further class or series of equity securities (other than additional Company Class B Preferred Securities
with identical terms as the Company Class B Preferred Securities described herein save for the issue
date, the date from which Class B Capital Payments accrue, the issue price and any other deviations
required for compliance with applicable law) ranking prior to or pari passu with the Company Class B
Preferred Securities as to periodic distribution rights or rights upon liquidation or dissolution of the
Company.

Capital Payments

Class B Capital Payments will be payable on a noncumulative basis and accrue on the liquidation pre-
ference amount of € 50,000 per Class B Preferred Security.

In the Fixed Rate Period, Class B Capital Payments shall accrue at a rate equal to the Fixed Rate and
will be made annually in arrear on each Fixed Payment Date. If a Fixed Payment Date is not a Business
Day, the holder of the Company Class B Preferred Securities shall not be entitled to any Class B Capital
Payment until the next following Business Day and shall not be entitled to further interest or other pay-
ment in respect of such delay. Class B Capital Payments in relation to the first Payment Period (with a
term of more than one year), payable on the first Fixed Payment Date, will amount to € 2,595.25 per
Company Class B Preferred Security. If, at any time during the Fixed Rate Period, Class B Capital Pay-
ments payable on any Fixed Payment Date are to be calculated for a period of less than one year, such
Class B Capital Payments shall be calculated on the basis of the actual number of days elapsed in such
calculation period, divided by the actual number of days (365 or 366) in the respective annual payment
period.

In the Floating Rate Period, Class B Capital Payments for the respective Payment Period shall accrue at
the Floating Rate and will be made quarterly in arrear on each Floating Payment Date. Class B Capital
Payments payable on any Floating Payment Date are calculated on the basis of the actual number of
days elapsed in the respective Payment Period, divided by 360.
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Class B Capital Payments are expected to be paid by the Company out of amounts received on the
Debt Securities or Permitted Investments held by the Company. If the Company does not declare (and
is not deemed to have declared) a Class B Capital Payment on the Company Class B Preferred Secu-
rities in respect of any Payment Period, the holders of the Company Class B Preferred Securities will
have no right to receive a Class B Capital Payment on the Company Class B Preferred Securities in
respect of such Payment Period, and the Company will have no obligation to pay a Class B Capital Pay-
ment on the Company Class B Preferred Securities in respect of such Payment Period, whether or not
Class B Capital Payments are declared (or deemed to have been declared) and paid on the Company
Class B Preferred Securities in respect of any future Payment Period.

Class B Capital Payments are authorized to be declared and paid on any Class B Payment Date to the
extent that:

(i) the Company has an amount of Company Operating Profits for the Payment Period ending on the
day immediately preceding such Payment Date at least equal to the amount of such Capital Pay-
ments, and

(i) the Bank has an amount of Bank Distributable Profits for the Bank’s most recent fiscal year for
which audited unconsolidated annual financial statements approved by the Bank's supervisory
board are available at least equal to the aggregate amount of (A) such Class B Capital Payments, (B)
previous Class B Capital Payments already paid on the basis of Bank Distributable Profits for such
most recent fiscal year, and (C) capital payments, dividends or other distributions on Parity Secu-
rities (as defined below), if any, pro rata on the basis of Bank Distributable Profits for such most
recent fiscal year.

Notwithstanding the foregoing, the Company will be authorized to declare Class B Capital Payments if
the Bank or a Bank Affiliate declares or pays any capital payments, dividends or other distributions on
any Parity Securities. If the Company does not declare despite its authorization to do so, then such
Capital Payments shall be deemed to have been declared and be payable in the situations described in
the LLC Agreement where the Company is authorized to declare a Capital Payment.

The Class B Capital Payments to be made as a result of such a deemed declaration will be payable on
the first Payment Date falling contemporaneously with or immediately after the date on which the
Bank, or the Bank Subsidiary, as the case may be, declared the related dividend or made the related
payment. If the dividend or other payment or distribution on Parity Securities was in the full stated
amount payable on such Parity Securities in the then current fiscal year through the relevant Payment
Date, Class B Capital Payments will be deemed declared at the Stated Rate in full for the then current
fiscal year through such Payment Date. If the dividend or other payment or distribution on Parity Secu-
rities was only a partial payment of the amount so owing, the amount of the Class B Capital Payment
deemed declared on the Company Class B Preferred Securities will be adjusted proportionally.

Further, notwithstanding the foregoing, if the Bank or a Bank Affiliate declares or pays any capital pay-
ments, dividend or other payment on Junior Securities as defined below (excluding capital payments,
dividends or other distributions by a Bank Affiliate exclusively to the Bank or a Bank Subsidiary), the
Company will be deemed to have declared Class B Capital Payments at the Stated Rate in full for pay-
ment in the following manner:

(i) for any Payment Period falling in the Fixed Rate Period

— If such Junior Securities pay distributions annually, Capital Payments will be deemed declared
for payment at the Stated Rate in full on the first Payment Date falling contemporaneously with
or immediately following the date on which such capital payment, dividend or other distribution
was made;

— If such Junior Securities pay distributions semi-annually, (y) if only one such distribution was
made in the Payment Period preceding the relevant Payment Date, Capital Payments will be
deemed declared for payment in one half of the amount that would be payable at the Stated
Rate in full on the Payment Date falling contemporaneously with and/or immediately following
the date on which such capital payment, dividend or other distribution was made, or (z) if two
such distributions were made in such Payment Period, Capital Payments will be deemed de-
clared for payment in the full amount that would be payable at the Stated Rate in full on the
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Payment Date falling contemporaneously with and/or immediately following the date of which
such capital payment, dividend or other distribution was made; and

— If such Junior Securities pay distributions quarterly, (w) if only one such distribution was made in
the Payment Period preceding the relevant Payment Date, Capital Payments will be deemed to
have been declared for payment in one quarter of the amount that would be payable at the
Stated Rate in full on the Payment Date falling contemporaneously with and/or immediately
following the date on which such capital payment, dividend or other distribution was made, or
(x) if two such distributions were made in the Payment Period preceding the relevant Payment
Date, Capital Payments will be deemed to have been declared for payment in one half of the
amount that would be payable at the Stated Rate in full on the Payment Date falling contempora-
neously with and/or immediately following the date on which such capital payment, dividend or
other distribution was made, or (y) if three such distributions were made in the Payment Period
preceding the relevant Payment Date, Capital Payments will be deemed to have been declared
for payment in three quarters of the amount that would be payable at the Stated Rate in full on
the Payment Date falling contemporaneously with and/or immediately following the date on
which such capital payment, dividend or other distribution was made, or (z) if four such distribu-
tions were made in the Payment Period preceding the relevant Payment Date, Capital Payments
will be deemed to have been declared for payment at the Stated Rate in full on the Payment
Date falling contemporaneously with and/or immediately following the date on which such capi-
tal payment, dividend or other distributions was made.

(i) For any Payment Period falling in the Floating Rate Period:

— If such Junior Securities pay distributions annually, Class B Capital Payments will be deemed
declared for payment at the Stated Rate in full on the first four Payment Dates falling contempo-
raneously with or immediately following the date on which such capital payment, dividend or
other distribution was made;

— If such Junior Securities pay distributions semi-annually, Class B Capital Payments will be
deemed declared for payment at the Stated Rate in full on the first two Payment Date falling
contemporaneously with and/or immediately following the date on which such capital payment,
dividend or other distribution was made; and

— If such Junior Securities pay distributions quarterly, Class B Capital Payments will be deemed to
have been declared for payment at the Stated Rate in full on the Payment Date falling contempo-
raneously with and/or immediately following the date on which such capital payment, dividend
or other distribution was made.

If the Bank or any of its subsidiaries redeems, repurchases or otherwise acquires any Parity Securities
or Junior Securities for any consideration except by conversion into or exchange for shares of common
stock of the Bank, the Company will be deemed to have declared Class B Capital Payments at the
Stated Rate in full for payment on the first Payment Date falling contemporaneously with and/or
immediately following the date on which such redemption, repurchase or other acquisition occurred.
Notwithstanding the previous sentence, no Class B Capital Payment will be deemed to have been
declared for any redemption, repurchase or acquisition:

(i) in connection with transactions effected by or for the account of customers of the Bank or a Bank
Subsidiary or in connection with the distribution, trading or market-making in respect of such secu-
rities,

(ii) in connection with the satisfaction by the Bank or a Bank Subsidiary of its obligations under any
employee benefit plans or similar arrangements with or for the benefit of employees, officers, direc-
tors or consultants,

(i) occurring as a result of a reclassification of the capital stock of the Bank or a Bank Subsidiary or the
exchange or conversion of one class or series of such capital stock for another class or series of
such capital stock, or

(iv) constituting the purchase of fractional interests in shares of the capital stock of the Bank or a Bank
Subsidiary pursuant to the provisions of any security being converted into or exchanged for such
capital stock.
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Despite sufficient Company Operating Profits and sufficient Bank Distributable Profits, the Company
will not be permitted to make Class B Capital Payments on any Payment Date (or a date set for re-
demption or liquidation) if on such date there is in effect an order of the BaFin or other relevant regula-
tory authority pursuant to the German Banking Act or any other applicable regulatory provision prohibit-
ing the Bank from making any distribution of its profits (including to the holders of the Parity Securities).
The Company will have no obligation to make up, at any time, any Class B Capital Payments not paid in
full by the Company as a result of insufficient Company Operating Profits, insufficient Bank Distributa-
ble Profits or an order of the BaFin.

“Junior Securities” means (i) common stock of the Bank, (ii) each class of preference shares or other
instruments of the Bank ranking junior to Parity Securities of the Bank, if any, and any other instrument
of the Bank ranking pari passu or junior to any of these, and (iii) preference shares or any other instru-
ment of any Bank Affiliate subject to any guarantee or support agreement of the Bank ranking junior to
the obligations of the Bank under the Support Undertaking.

Each declared Class B Capital Payment will be payable to the holders of record as they appear on the
securities register of the Company at the close of business on the corresponding record date. The
record dates for the Company Class B Preferred Securities will be:

— for those Company Class B Preferred Securities held by the Property Trustee, so long as the Trust
Preferred Securities remain in book-entry form, and for Company Class B Preferred Securities held
in book-entry form, one Business Day prior to the relevant Payment Date, and

— inall other cases, the 15th day prior to the relevant Payment Date.

Payment of Additional Amounts

All payments on the Company Class B Preferred Securities, and any repayment upon redemption
thereof, will be made without any deduction or withholding for or on account of Withholding Taxes,
unless the Company is required by law to make such deduction or withholding. The Company will pay,
as additional Class B Capital Payments, such Additional Amounts as may be necessary in order that the
net amounts received by the holders of the Company Class B Preferred Securities and the Trust Pre-
ferred Securities, after any deduction or withholding for or on account of Withholding Taxes, will equal
the amounts that would otherwise have been received in respect of the Company Class B Preferred
Securities and the Trust Preferred Securities, respectively, in the absence of such withholding or
deduction.

No such Additional Amounts, however, will be payable in respect of the Company Class B Preferred
Securities and the Trust Preferred Securities:

(i) if and to the extent that the Company is unable to pay such Additional Amounts because such pay-
ment would exceed the Bank Distributable Profits for the Bank's most recent fiscal year for which
audited unconsolidated annual financial statements have been approved by the Bank’s supervisory
board (after subtracting from such Bank Distributable Profits the amount of Class B Capital Pay-
ments and capital payments, dividends or other distributions on Parity Securities, if any, already
paid on the basis of such Bank Distributable Profits on or prior to the date on which such Additional
Amounts will be payable); or

(i) with respect to any Withholding Taxes that are payable by reason of a holder or beneficial owner of
the Company Class B Preferred Securities (other than the Trust) or Trust Preferred Securities having
some connection with any Relevant Jurisdiction other than by reason of the mere holding of the
Company Class B Preferred Securities or Trust Preferred Securities; or

(i) with respect to any Withholding Taxes if such deduction or withholding is required to be made pur-
suant to any European Union directive on the taxation of savings (including the directive adopted on
3 June 2003) or any law implementing or complying with, now introduced in order to conform to,
any such directive; or

(iv) with respect to any Withholding Taxes that can be avoided if the holder or beneficial owner of the
Company Class B Preferred Securities (other than the Trust) or the Trust Preferred Securities makes
a declaration of non-residence or other similar claim for exemption to the relevant tax authority or
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complies with any reasonable certification, documentation, information or other reporting require-
ment imposed by the relevant tax authority; or

(v) with respect to any Withholding Taxes imposed on account of any inheritance, thrift, estate, perso-
nal property, sales or transfer taxes, or on account of any taxes that are payable otherwise than by
withholding from payments in respect of the Company Class B Preferred Securities or Trust Pre-
ferred Securities; or

(vi) with respect to any Withholding Taxes that the holder or beneficial owner of the Company Class B
Preferred Securities (other than the Trust) or the Trust Preferred Securities can avoid or reduce by
presenting the relevant Trust Preferred Securities to another paying agent in a member state of the
European Union; or

(vii) with respect to any Withholding Taxes that would not have been so imposed if the holder of the
Company Class B Preferred Securities (other than the Trust) or the Trust Preferred Securities
would have presented the relevant Company Class B Preferred Securities or Trust Preferred Secu-
rities for payment within 30 days of the date that payment was due or became available for pay-
ment, except to the extent that such holder would have been entitled to such Additional Amounts
on presenting such Company Class B Preferred Securities or Trust Preferred Securities for payment
on the last day of such period of 30 days; or

(viii)with respect to any Withholding Taxes which would not be payable if the Company Class B Pre-
ferred Securities or the Trust Preferred Securities had been kept in safe custody with, and the pay-
ments had been collected by, a credit institution.

Voting and Enforcement Rights

The Company Class B Preferred Securities will have no voting rights except as expressly required by
applicable law or except as indicated below. In the event the holders of the Company Class B Preferred
Securities are entitled to vote as indicated below, each Company Class B Preferred Security shall be
entitled to one vote on matters on which holders of the Company Class B Preferred Securities are
entitled to vote. In the event that:

(i) the Company fails to pay Class B Capital Payments (plus Additional Amounts thereon, if any) on the
Company Class B Preferred Securities at the Stated Rate in full as and when due for the first Pay-
ment Period or subsequently for two consecutive Payment Periods; or

(i) a holder of the Company Class B Preferred Securities has notified the Company that the Bank has
failed to perform any obligation under the Support Undertaking and such failure continues for
60 days after such notice is given,

then the holders of the Company Class B Preferred Securities will have the right to appoint one Inde-
pendent Enforcement Director.

The Independent Enforcement Director will be appointed by resolution passed by a majority of the
holders of the Company Class B Preferred Securities entitled to vote thereon, as described in the LLC
Agreement, present in person or by proxy at a separate general meeting of the holders of the Company
Class B Preferred Securities convened for that purpose (which will be called at the request of any
holder of a Company Class B Preferred Security entitled to vote thereon) or by a consent in writing
adopted by a majority of the holders of the Company Class B Preferred Securities entitled to vote
thereon. Any Independent Enforcement Director so appointed will vacate office if, in such Independent
Enforcement Director’s sole determination:

(i) the Class B Capital Payments (plus Additional Amounts thereon, if any) have been made at the
Stated Rate in full by the Company for two consecutive Payment Periods, and

(i) the Bank is in compliance with its obligations under the Support Undertaking.

Any such Independent Enforcement Director may be removed at any time, with or without cause by
(and will not be removed except by) the vote of a majority of the holders of the outstanding Company
Class B Preferred Securities entitled to vote, at a meeting of the Company’s securityholders, or of
holders of the Company Class B Preferred Securities entitled to vote thereon, called for that purpose.
If the office of Independent Enforcement Director will become vacant at any time during which the
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holders of the Company Class B Preferred Securities are entitled to appoint an Independent Enforce-
ment Director, the holders of the Company Class B Preferred Securities will appoint an Independent
Enforcement Director as provided above.

The Independent Enforcement Director will be an additional member of the Board of Directors referred
to above and will have the sole authority, right and power to enforce and settle any claim of the Com-
pany under the Support Undertaking. However, the Independent Enforcement Director will have no
right, power or authority to participate in the management of the business and affairs of the Company
by the Board of Directors except for:

— actions related to the enforcement of the Support Undertaking on behalf of the holders of the Com-
pany Class B Preferred Securities, and

— the distribution of amounts paid pursuant to the Support Undertaking to the holders of the Company
Class B Preferred Secuirities.

No director, including the Independent Enforcement Director, will be a resident of the Federal Republic
of Germany.

So long as any Company Class B Preferred Securities are outstanding, the Company will not, without
the affirmative vote of the holders of at least 66 %: % in aggregate liquidation preference amount of the
Company Class B Preferred Securities, voting separately as a class (excluding any Company Class B
Preferred Securities held by the Bank or a Bank Subsidiary):

(i) amend, alter, repeal or change any provision of the LLC Agreement (including the terms of the Com-
pany Class B Preferred Securities) if such amendment, alteration, repeal or change would materially
adversely affect the rights, preferences, powers or privileges of the Company Class B Preferred
Securities; or

(i) agree to modify or amend any provision of, or wave any default on the payment of any amount
under the Debt Securities in any manner that would materially effect the interests of the Company
Class B Preferred Security holders; or

(iii) effect any merger, consolidation, or business combination involving the Company, or any sale of all or
substantially all of the assets of the Company, provided, that any such merger, consolidation, or busi-
ness combination involving the Company, or any sale of all or substantially all of the assets of the Com-
pany also must comply with the requirements set forth under “— Mergers, Consolidations and Sales”

The Company will not, without the unanimous consent of all the holders of the Company Class B Pre-
ferred Securities (excluding any Company Class B Preferred Securities held by the Bank or any a Bank
Subsidiary), issue any additional equity securities of the Company (other than additional Company
Class B Preferred Securities with identical terms as the Company Class B Preferred Securities
described herein save for the issue date, the date from which Class B Capital Payments accrue, the
issue price and any other deviations required for compliance with applicable law) ranking prior to or
pari passu with the Company Class B Preferred Securities as to periodic distribution rights or rights on
liquidation or dissolution of the Company.

Notwithstanding that holders of the Company Class A Preferred Security or Company Class B Pre-
ferred Securities may become entitled to vote or consent under any of the circumstances described in
the LLC Agreement or in the by-laws of the Company, any Company Class A Preferred Security or any
of the Company Class B Preferred Securities that are owned by the Bank, the Company or any of their
respective affiliates or subsidiaries (other than the Trust), either directly or indirectly, will in such case
not be entitled to vote or consent and will, for the purposes of such vote or consent, be treated as if
they were not outstanding, except for a Company Class A Preferred Security or Company Class B Pre-
ferred Securities purchased or acquired by the Bank or a Bank Subsidiary in connection with transac-
tions effected by or for the account of customers of the Bank or a Bank Subsidiary or in connection with
the distribution or trading of or market-making in connection with such Company Class A Preferred
Security or Company Class B Preferred Securities in the ordinary course of business. However, certain
persons (other than a Bank Subsidiary), excluding the Trust, to whom the Bank or a Bank Subsidiary
have pledged a Company Class A Preferred Security or Company Class B Preferred Securities may
vote or consent with respect to such pledged Company Class A Preferred Security or Company Class B
Preferred Securities pursuant to the terms of such pledge.
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Redemption

The Company Class B Preferred Securities are redeemable at the option of the Company, in whole but
not in part, at the Redemption Price on the Initial Redemption Date or on any Floating Payment Date
thereafter.

The Company will also have a right to redeem the Company Class B Preferred Securities at any time
prior to the Initial Redemption Date upon at least 30 days’ prior notice, in whole but not in part, upon
the occurrence of a (i) Tax Event, (ii) Regulatory Event, or (iii) Investment Company Act Event with re-
spect to the Company (“Company Special Redemption Event”).

“Regulatory Event” means that (i) the Bank is notified by a relevant regulatory authority that, as a
result of the occurrence of any amendment to, or change (including any change that has been adopted
but has not yet become effective) in, the applicable banking laws of Germany (or any rules, regulations
or interpretations thereunder, including rulings of the relevant banking authorities) or the guidelines of
the Basel Committee for Banking Supervision after the date hereof, the Bank is not, or shall not be,
allowed to treat the Company Class B Preferred Securities or the Trust Preferred Securities (or secu-
rities substantially similar to the Company Class B Preferred Securities or the Trust Preferred Secu-
rities) as core capital or Tier | regulatory capital for capital adequacy purposes on a consolidated basis,
or (i) the BaFin notifies the Bank or otherwise announces that neither the Company Class B Preferred
Securities nor the Trust Preferred Securities (or securities substantially similar to the Company Class B
Preferred Securities or the Trust Preferred Securities) may or may any longer be treated as Tier | regula-
tory capital for capital adequacy purposes on a consolidated basis.

Any redemption after the Initial Redemption Date will be made at the Redemption Price, whereas any
redemption occurring prior to the Initial Redemption Date shall be at the Early Redemption Price, un-
less the Company Class B Preferred Securities are redeemed solely as a result of a Tax Event as
described under (B) of the definition of Tax Event set out herein in which case the Company Class B
Preferred Securities will be redeemed at the Redemption Price. The Company may exercise its right to
redeem the Company Class B Preferred Securities only if it has:

(i) given at least 30 days’ prior notice (or such longer period as required by the relevant regulatory
authorities) to the holders of the Company Class B Preferred Securities of its intention to redeem
the Company Class B Preferred Securities on the Redemption Date, and

(i) obtained any required regulatory approvals.

The Company Class B Preferred Securities will not have any scheduled maturity date and will not be
redeemable at any time at the option of the holders thereof.

No redemption of the Company Class B Preferred Securities for any reason may take place unless on
the Redemption Date:

(i) the Company has sufficient funds (by reason of the Debt Securities, Permitted Investments or the
Support Undertaking) to pay the Redemption Price or the Early Redemption Price, as the case may
be,

(i) the Bank has an amount of Bank Distributable Profits in respect of the Bank's most recent fiscal
year for which audited unconsolidated annual financial statements have been approved by the
Bank's supervisory board at least equal to the Class B Capital Payments on the Company Class B
Preferred Securities accrued and unpaid as of the Redemption Date, plus Additional Amounts, if
any; and

(i) no order of the BaFin or other relevant regulatory authority pursuant to the German Banking Act or
any other applicable regulatory provision is in effect prohibiting the Bank from making any distribu-
tions of its profits (including to the holders of the Parity Securities).

In the event that payment of the Redemption Price or the Early Redemption Price, as the case may be,
is improperly withheld or refused and not paid, Class B Capital Payments will continue to accrue from
the Redemption Date to the date of actual payment of such Redemption Price or such Early Redemp-
tion Price, as the case may be.
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Any redemption of the Company Class B Preferred Securities, whether on the Initial Redemption Date
or on any Payment Date thereafter or upon the occurrence of a Company Special Redemption Event,
will not require the vote or consent of any of the holders of the Company Class B Preferred Securities.

Redemption Procedures

Notice of any redemption of the Company Class B Preferred Securities (a “Redemption Notice”) will
be given by the Board of Directors on behalf of the Company by mail to the record holder of each
Company Class B Preferred Security to be redeemed not less than 30 days prior to the date fixed for
redemption, or such other time period as may be required by the relevant regulatory authorities.

For purposes of the calculation of the Redemption Date and the dates on which notices are given pur-
suant to the LLC Agreement, a Redemption Notice will be deemed to be given on the day such notice
is first mailed, by first-class mail, postage prepaid, to holders of the Company Class B Preferred Secu-
rities. Each Redemption Notice will be addressed to the holders of the Company Class B Preferred
Securities at the address of each such holder appearing in the books and records of the Company.

No defect in the Redemption Notice or in the mailing thereof with respect to any holder will affect the
validity of the redemption proceedings with respect to any other holder.

If the Company has given a Redemption Notice (which notice will be irrevocable), and if the Company
Class B Preferred Securities are held in certificated form, the Company, on the Redemption Date, will
deposit with the Principal Paying Agent funds sufficient to pay the applicable Redemption Price or the
Early Redemption Price, as the case may be, of the amount of any such Company Class B Preferred
Securities and will give to the Principal Paying Agent irrevocable instructions and authority to pay such
amounts to the holders of the Company Class B Preferred Securities, upon surrender of their certifi-
cates, by check, mailed to the address of the relevant holder of the Company Class B Preferred Secu-
rities appearing on the books and records of the Company on the Redemption Date.

However, for so long as the Property Trustee holds the Company Class B Preferred Securities, payment
will be made by wire transfer in same day funds to, or in accordance with the instructions of, the holder
of the Company Class B Preferred Securities by 10:00 a.m., Frankfurt time, on the Redemption Date.
Upon satisfaction of the foregoing conditions, then immediately prior to the close of business on the
date of payment, all rights of the holders of the Company Class B Preferred Securities so called for
redemption will cease, except the right of the holders to receive the Redemption Price or the Early
Redemption Price, as the case may be, and from and after the date fixed for redemption, such Com-
pany Class B Preferred Securities will not accrue Class B Capital Payments or bear interest.

Liquidation Distribution

Upon liquidation of the Company, the holder of the Company Class A Preferred Security has a claim
senior to that of the holders of the Company Class B Preferred Securities, and the holders of the Com-
pany Class B Preferred Securities have a claim senior to that of the holder of the Company Common
Security; provided that any payments made by the Bank pursuant to the Support Undertaking will be
payable by the Company pro rata solely to the holders of the Company Class B Preferred Securities.
The holder of the Company Class A Preferred Security will be entitled to receive the Debt Securities
(including accrued and unpaid interest thereon) as its liquidation distribution.

In the event of any voluntary or involuntary liquidation, dissolution or winding up of the Company,
holders of the Company Class B Preferred Securities will, subject to the limitations described below,
be entitled to receive the liquidation preference amount of such Company Class B Preferred Securities,
plus, in each case, accrued and unpaid Class B Capital Payments in respect of the current Payment
Period and Additional Amounts, if any. The Company expects that the liquidation distribution to the
holders of the Company Class B Preferred Securities will be paid out of funds received from the Sup-
port Undertaking. The holders of the Company Class B Preferred Securities will be entitled to receive
their liquidation distribution before any distribution of assets is made to the holder of the Company
Common Security. Under the terms of the LLC Agreement and to the fullest extent permitted by law,
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the Company will not be dissolved until all obligations under the Support Undertaking have been paid in
full pursuant to its terms.

Mergers, Consolidations and Sales

The Company may not consolidate, amalgamate, merge with or into, or be replaced by, or convey,
transfer or lease its properties and assets substantially as an entirety to, any corporation or other body,
except as described below. The Company may, with the consent of the holders of the Company Class B
Preferred Securities, consolidate, amalgamate, merge with or into, or be replaced by a limited partner-
ship, limited liability company or trust organized as such under the laws of any State of the United
States of America, provided, that:

(i) such successor entity either expressly assumes all of the obligations of the Company under the
Company Class B Preferred Securities or substitutes for the Company Class B Preferred Securities
other securities having substantially the same terms as the Company Class B Preferred Securities
(the “Company Successor Securities”) so long as the Company Successor Securities are not
junior to any equity securities of the successor entity, with respect to participation in the profits,
distributions and assets of the successor entity, except that they may rank junior to the Company
Class A Preferred Security or any successor Company Class A Preferred Security to the same
extent that the Company Class B Preferred Securities rank junior to the Company Class A Preferred
Security;

(i) the Bank expressly acknowledges such successor entity as the holder of the Debt Securities and
holds, directly or indirectly, all of the voting securities (within the meaning of Rule 3a-5 under the
Investment Company Act) of such successor entity;

(iii) such consolidation, amalgamation, merger or replacement does not cause the Trust Preferred
Securities (or, in the event that the Trust is liquidated, the Company Class B Preferred Securities
(including any Company Successor Securities)) to be downgraded by any statistical rating organiza-
tion nationally recognized in the United States of America;

(iv) such consolidation, amalgamation, merger or replacement does not adversely affect the powers,
preferences and other special rights of the holders of the Trust Preferred Securities or Company
Class B Preferred Securities (including any Company Successor Securities) in any material respect;

(v) such successor entity has a purpose substantially identical to that of the Company;

(vi) prior to such consolidation, amalgamation, merger or replacement, the Company has received an
opinion of a nationally recognized law firm in the United States of America experienced in such
matters to the effect that:

(A) such successor entity will not be treated as a corporation for United States federal income tax
purposes,

(B) such consolidation, amalgamation, merger or replacement would not cause the Trust to be
treated as a corporation for United States federal income tax purposes,

(C) following such consolidation, amalgamation, merger or replacement, such successor entity will
not be required to register under the Investment Company Act, and

(D) such consolidation, amalgamation, merger or replacement will not adversely affect the limited
liability of the holders of the Company Class B Preferred Securities; and

(vii) the Bank provides an undertaking to the successor entity under the Company Successor Securities
equivalent to that provided by the Support Undertaking with respect to the Company Class B Pre-
ferred Secuirities.

Book-Entry and Settlement
If the Company Class B Preferred Securities are distributed to holders of the Trust Preferred Securities
in connection with the involuntary or voluntary liquidation, dissolution, winding up or termination of the

Trust, the Bank will use its commercially reasonable efforts to cause the Company Class B Preferred
Securities (i) to be assigned the rating at which the Trust Preferred Securities are then rated and (ii) to
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be eligible for clearing and settlement through Clearstream Frankfurt if the Trust Preferred Securities
are then eligible for clearing and settlement. As of the date of this Prospectus, the description herein
of the Clearstream Frankfurt book-entry system and Clearstream Frankfurt practices as they relate to
purchases, transfers, notices and payments with respect to the Trust Preferred Securities will apply in
all material respects to any Company Class B Preferred Securities represented by one or more of such
global certificates.

Paying Agent, Transfer Agent and Calculation Agent

Commerzbank Aktiengesellschaft will act as paying agent, transfer agent and Calculation Agent for the
Company Class B Preferred Securities. Registration of transfers of the Company Class B Preferred
Securities will be effected without charge by or on behalf of the Company, but upon payment (with the
giving of such indemnity as the Company may require) by the relevant transferee or transferor in re-
spect of any tax or other governmental charges that may be imposed in relation to it. The Company
will not be required to register or cause to be registered the transfer of the Company Class B Preferred
Securities after such Company Class B Preferred Securities have been called for redemption.

Governing Law
The LLC Agreement and the Company Class B Preferred Securities will be governed by, and construed
in accordance with, the laws of the State of Delaware.

Miscellaneous

The Board of Directors is authorized and directed to conduct the affairs of the Company in such a way
that:

(i) the Company will not be deemed to be required to register under the Investment Company Act; and
(i) the Company will not be treated as a corporation for United States federal income tax purposes.

In this connection, the Board of Directors is authorized to take any action, not inconsistent with appli-

cable law or the LLC Agreement, that the Board of Directors determines in its discretion to be neces-
sary or desirable for such purposes.
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DESCRIPTION OF THE SUPPORT UNDERTAKING

The following describes the material terms and provisions of the Support Undertaking. This description
is qualified in its entirety by reference to the terms and provisions of such agreement, which is
attached hereto as Appendix A.

The Bank and the Company will enter into the Support Undertaking prior to the issuance of the Com-
pany Class B Preferred Securities, pursuant to which the Bank will undertake that:

(i) the Company will at all times be in a position to meet its obligations if and when such obligations are
due and payable, including Class B Capital Payments declared (or deemed declared) on, and pay-
ments due upon redemption of, the Company Class B Preferred Securities (plus Additional
Amounts thereon, if any), and

(ii) in liguidation, the Company will have sufficient funds to pay the liquidation preference amounts of
the Company Class B Preferred Securities, including any accrued and unpaid Class B Capital Pay-
ments plus Additional Amounts, if any.

The Bank will also undertake not to give any guarantee or similar undertaking with respect to, or enter
into any other agreement relating to the support of, any Parity Securities or Junior Securities that would
rank senior in any regard to the Support Undertaking, unless the Support Undertaking is amended so
that it ranks at least pari passu with and contains substantially equivalent rights of priority as to pay-
ment as any such other guarantee or other support agreement relating to Parity Securities. So long as
any Company Class B Preferred Securities remain outstanding, the Support Undertaking may not be
modified or terminated without the consent of 100 % of the holders of the Company Class B Preferred
Securities except for such modifications that are not adverse to the interests of the holders of the Com-
pany Class B Preferred Securities. The Support Undertaking is not a guarantee of any kind that
the Company will at any time have sufficient assets to declare a Class B Capital Payment or
other distribution.

The Bank's obligations under the Support Undertaking will be subordinated to all senior and subordi-
nated debt obligations of the Bank, will rank pari passu (i) with the most senior ranking preference
shares of the Bank, if any, or other instruments of the Bank qualifying as the most senior form of Tier |
regulatory capital of the Bank and (ii) preference shares or other instruments qualifying as consolidated
Tier | regulatory capital of the Bank or any other instrument of any Bank Affiliate subject to any guaran-
tee or support agreement of the Bank ranking pari passu with the obligations of the Bank under the
Support Undertaking (including, but not limited to, the obligations under the 16,000 noncumulative
trust preferred securities issued by Commerzbank Capital Funding Trust Il) and will rank senior to any
other preference shares, if any, and the common shares of the Bank.

The holders of the Company Class B Preferred Securities will be third-party beneficiaries of the Support
Undertaking. As titleholder of the Company Class B Preferred Securities for the benefit of the holders
of the Trust Securities, the Property Trustee will have the power to exercise all rights, powers and privi-
leges with respect to the Company Class B Preferred Securities under the Support Undertaking. If a
holder of the Company Class B Preferred Securities has notified the Company that the Bank has failed
to perform any obligation under the Support Undertaking, and such failure continues for 60 days or
more after such notice is given, the holders of the Company Class B Preferred Securities (and the Trust
Preferred Securities representing Company Class B Preferred Securities) will have the right to appoint
the Independent Enforcement Director, who will be required to enforce the rights of the Company
under the Support Undertaking.

All payments under the Support Undertaking will be distributed by the Company pro rata to holders of
the Company Class B Preferred Securities until the holders of the Company Class B Preferred Secu-
rities receive the full amount payable under the Support Undertaking. So long as the Trust holds the
Company Class B Preferred Securities, the Property Trustee will distribute such payments received by
the Trust to the holders of the Trust Preferred Securities pro rata.

The Support Undertaking will be governed by, and construed in accordance with, German law.
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DESCRIPTION OF THE SERVICES AGREEMENT

The following describes the material terms and provisions of the Services Agreement. This description
is qualified in its entirety by reference to the terms and provisions of such agreement.

Under the Services Agreement, the Servicer will be obligated, among other things, to provide tax and
other administrative services to the Trust and the Company. The fees and expenses of the Company
and the Trust, including any taxes, duties, assessments or governmental charges of whatsoever nature
(other than Withholding Taxes) imposed by any taxing authority upon the Company or the Trust, and all
other obligations of the Company and the Trust (other than with respect to the Trust Securities or the
Company Securities), will be paid by the Bank in accordance with the LLC Agreement.

The Services Agreement does not prevent the Bank or any of its affiliates or employees from engaging
in any other activities. The Services Agreement has an initial term of two years and is renewable for
additional one year periods unless the Company or the Trust delivers a notice of non-renewal in accord-
ance with the terms of the Services Agreement. The Trust or the Company may terminate the Services
Agreement at any time without entering into a new services agreement as long as the necessary tax
and other administrative duties in relation to the Trust or the Company, as the case may be, are per-
formed by or on behalf of the Trust or the Company, as the case may be.
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DESCRIPTION OF THE TERMS OF THE INITIAL DEBT SECURITIES

The following describes the material terms and provisions of the Initial Debt Securities. This description
is qualified in its entirety by reference to the terms and provisions of the Initial Debt Securities.

General

The Principal Amount of the Initial Debt Securities will be € 1,000,000,000 and will be at least equal to
the aggregate liquidation preference amount of the Company Class B Preferred Securities. All of the
proceeds from the issuance of the Company Class B Preferred Securities will be used by the Company
to purchase the Initial Debt Securities. The aggregate Principal Amount of the purchased Initial Debt
Securities will be such that the aggregate interest income paid on the Initial Debt Securities on any
Payment Date will be sufficient to make the aggregate Class B Capital Payments on a corresponding
Payment Date. The purchase of the Initial Debt Securities will occur contemporaneously with the issu-
ance of the Company Class B Preferred Securities.

The Initial Debt Securities will consist of an issue of registered subordinated notes issued by the Bank
which will not be shown as a liability on the books of a U.S. branch of the Bank, and the proceeds of
which will not be lent to such a branch or Bank Subsidiary except in the ordinary course of the lender’s
business and which mature on the Maturity Date. Interest will be payable by the Bank in euro on the
outstanding Principal Amount.

In the Fixed Rate Period, interest payments on the Debt Securities shall accrue at a rate equal to the
Fixed Rate and will be made annually in arrear on each Fixed Payment Date. If a Fixed Payment Date is
not a Business Day, the holder of the Debt Securities shall not be entitled to any interest payment until
the next following Business Day and shall not be entitled to further interest or other payment in respect
of such delay. Interest payments on the Debt Securities in relation to the first Payment Period (with a
term of more than one year), payable on the first Fixed Payment Date, will amount to € 51,905,000. If,
at any time during the Fixed Rate Period, interest payments payable on any Fixed Payment Date are to
be calculated for a period of less than one year, such interest payments shall be calculated on the basis
of the actual number of days elapsed in such calculation period, divided by the actual number of days
(365 or 366) in the respective annual payment period.

In the Floating Rate Period, interest payments on the Debt Securities for the respective Payment
Period shall accrue at the Floating Rate and will be made quarterly in arrear on each Floating Payment
Date in relation to the Debt Securities. Interest payments on the Debt Securities payable on any Float-
ing Payment Date are calculated on the basis of the actual number of days elapsed in the respective
Payment Period, divided by 360.

Payment of interest on the Initial Debt Securities and any repayment upon redemption thereof, will be
made by the Bank without deduction or withholding for Withholding Taxes imposed by Germany, the
United States of America or any political subdivision thereof or any other jurisdiction from which such
payment is made unless the Bank is required by law to make such deduction or withholding. In such
event, the Bank (or the relevant obligor) will pay as additional interest such amounts (“Additional
Interest Amounts”) as may be necessary in order that the net amounts received by the Company,
after such deduction or withholding, will equal the amounts that would have been received had no
such withholding or deduction been required; provided, that the obligation of the Bank to pay such Addi-
tional Interest Amounts shall not apply to:

(i) any tax which is payable otherwise than by deduction or withholding; or

(i) any tax imposed on the net income of the holder of the Initial Debt Securities or that is payable by
reason of the holder having some connection with the jurisdiction imposing such tax other than by
reason only of the mere holding of the Initial Debt Securities; or

(iii) any tax to the extent the same would not have been so imposed but for the presentation of any Initial
Debt Securities for payment on a date more than 15 days after the date on which payment became
due and payable or the date on which payment thereof is duly provided for, whichever occurs later.
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The Initial Debt Securities will not be redeemable prior to the Initial Redemption Date, except upon the
occurrence of a Company Special Redemption Event or in the event of replacement with Substitute
Debt Securities. Subject to having obtained any required regulatory approvals, the Bank may redeem
the Initial Debt Securities, in whole but not in part, prior to the Initial Redemption Date, upon:

(i) the occurrence of a Company Special Redemption Event and the election of the Company to
redeem the Company Class B Preferred Securities, and

(i) at least 30 days' prior notice, at a redemption price equal to the Principal Amount plus accrued and
unpaid interest and Additional Interest Amounts, if any.

The Bank may, at its option, redeem the Initial Debt Securities, in whole but not in part, on the Initial
Redemption Date or on any Floating Payment Date, upon at least 30 days' prior notice, subject to hav-
ing obtained any required regulatory approvals.

The Bank may not cause any redemption of the Initial Debt Securities prior to the Maturity Date (except
upon the occurrence of a Company Special Redemption Event) unless:

(i) the Initial Debt Securities are replaced with Substitute Debt Securities, or

(i) the Company is permitted and has elected to redeem an equivalent amount of the Company Class B
Preferred Securities as described above, in accordance with the LLC Agreement.

Such redemption will be at a redemption price equal to the Principal Amount to be redeemed plus
accrued and unpaid interest thereon, and Additional Interest Amounts, if any.

The claims under the Initial Debt Securities will be subordinated in the event of insolvency or liquidation
of the Bank to the claims of all other creditors which are not also subordinated and will, in any such
event, only be satisfied after all claims against the Bank which are not subordinated have been satis-
fied. Any right to set-off claims under the Initial Debt Securities against claims of the Bank will be
excluded. No collateral is or will be given for the claims under the Initial Debt Securities; collateral that
may have been or may in the future be given in connection with other indebtedness shall not secure
the claims under the Initial Debt Securities.

The subordination described above cannot be subsequently restricted, and the minimum term of the
Initial Debt Securities cannot subsequently be shortened. Pursuant to § 10 (5a) of the German Banking
Act (Gesetz liber das Kreditwesen), the amount of any repurchase of the Initial Debt Securities prior to
the Initial Redemption Date or other redemption must be refunded, notwithstanding any agreement to
the contrary, unless a statutory exemption (replacement of the Principal Amount by contribution of
other, at least equivalent own funds (haftendes Eigenkapital) or prior approval of the BaFin to the early
redemption applies.

Substitution; Redemption and Reinvesting of Proceeds

At any time, the Bank will have the right to replace the Debt Securities with Substitute Debt Securities
issued by the Bank (acting directly or through a branch) or a Bank Subsidiary, provided that (i) the Sub-
stitute Debt Securities shall not include debt securities that are issued by a corporation organized
under the laws of the United States of America or any of its states or that are shown as a liability on
the books of a U. S. branch of the Bank or a Bank Subsidiary, or the proceeds of which are lent to such a
branch or Bank Subsidiary except in the ordinary course of the lender’s business, (i) such substitution
or replacement does not result in a Company Special Redemption Event (as defined under “Descrip-
tion of the Company Securities — Company Class B Preferred Securities — Redemption”), (iii) the Bank,
unless it itself is the substitute obligor, guarantees on a subordinated basis, at least equal to the rank-
ing of the Initial Debt Securities, the obligations of the substitute obligor, and (iv) the Bank has obtained
any required regulatory approval.

After the Maturity Date, if the Company Class B Preferred Securities have not been redeemed on the
Maturity Date, the Company will invest the proceeds from the repayment of the Debt Securities in
Permitted Investments. The Company will attempt to purchase Permitted Investments in the following
order of priority, to the extent the same are available (and within each category on terms that are the
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best available in relation to providing funds for the payment of Class B Capital Payments and the re-
demption of the Company Class B Preferred Securities):

— first, debt obligations issued by the Bank or a Bank Subsidiary and guaranteed by the Bank on a
subordinated basis at least equal to the ranking of the Debt Securities, provided, however, that the
debt obligations shall not include Securities issued by a Bank Subsidiary organized under the laws of
the United States or any of its States or that are shown as a liability on the books of a U. S. branch of
the Bank or of a Bank Subsidiary, or the proceeds of which are lent to such a branch or Bank Sub-
sidiary except in the ordinary course of the lender's business, or

— second, in the event such investments are not available, in European government securities with a
maturity of six months or less.

Additional Debt Securities

Upon the issuance of any Additional Debt Securities, the terms contained herein which apply or refer to

the Initial Debt Securities shall apply or refer in the same manner to such Additional Debt Securities.

Any Additional Debt Securities shall not be shown as a liability on the books of a U.S. branch of the

Bank.

Governing Law

The Initial Debt Securities will be governed by, and construed in accordance with, German law.
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DESCRIPTION OF THE BANK

GENERAL INFORMATION ON THE BANK
Incorporation, Seat and Object

Commerzbank Aktiengesellschaft is a stock corporation under German law and was established as
Commerz- und Disconto-Bank in Hamburg in 1870. The Bank owes its present form to the re-merger
of the post-war successor institutions of 1952 on 1 July 1958. The Bank's registered office is located in
Frankfurt am Main and its head office is at Kaiserplatz, 60261 Frankfurt am Main, Federal Republic of
Germany (telephone: +49 (0) 69 136-20). The Bank is registered in the commercial register of the lower
regional court (Amtsgericht) of Frankfurt am Main under the number HRB 32 000.

Pursuant to Article 2 of the Bank's articles of association (Satzung), the object of the Bank is to conduct
banking transactions and offer financial services and other related services and transactions, including
the acquisition, holding and disposal of interests in other enterprises. The Bank may realize its object
itself, through affiliated companies and equity participations or through the conclusion of affiliation and
cooperation agreements with third parties. It is entitled to have recourse to all transactions and
measures which are suitable for promoting its business object, in particular the establishment of out-
lets in Germany and abroad and the acquisition, management and disposal of interests in other enter-
prises.

Share Capital

The registered share capital of the Bank currently amounts to € 1,707712,648.20, divided into
656,812,557 no-par-value shares. The shares are fully paid up and are in bearer form.

Major Shareholders

According to information reported to the Bank pursuant to the German Securities Trading Act (Wert-
papierhandelsgesetz) Assicurazioni Generali S.p.A. directly and indirectly held 9.99 % of the Bank’s
share capital on 1 April 2002. As far as the Bank is aware such shareholding currently amounts to
8.65 %.

General Shareholders’ Meetings

Once a year, the ordinary General Meeting of shareholders takes place. Above all, it resolves upon the
appropriation of the distributable profit, approves the actions of the Board of Managing Directors and
the Supervisory Board as well as changes to the articles of association and authorizes the Board of
Managing Directors to undertake capital-raising measures. Each share entitles the bearer to one vote.

Management
As a German stock corporation, the Bank has a two-tier board system. The management board is
responsible for the management of the Bank and the representation of the Bank with respect to third

parties, while the supervisory board appoints and removes the members of the management board
and supervises the board’s activities.
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Board of Managing Directors

The following table shows the current members of the Bank's board of managing directors (the “Board
of Managing Directors”) and their respective principal areas of responsibility:

Name Position Principal responsibilities

Klaus-Peter Mller Chairman Staff departments: Strategy and Controlling,
Corporate Communications and Economic
Research

Martin Blessing Member Banking department: Corporate Banking

Service departments: Transaction Banking,
Information Technology

Wolfgang Hartmann Member Staff department: Risk Control
Banking departments: Credit Operations Private
Customers, Global Credit Operations

Dr. Achim Kassow Member Banking departments: Asset Management, Private
Banking, Private and Business Customers

Klaus M. Patig Member Staff departments: Group Treasury, Legal Services,
Human Resources
Banking department: Financial Institutions

Dr. Eric Strutz Member Staff departments: Accounting and Taxes,

Compliance and Security, Financial Controlling,
Internal Auditing

Service department: Organization

Nicholas Teller Member Banking department: Corporates & Markets

Supervisory Board

The Bank's supervisory board (the “Supervisory Board”) consists of 20 members (excluding the Hon-
orary Chairman). Ten of its members are elected by the shareholders at their general meeting, and ten
members are elected by the employees of the Commerzbank Group in accordance with the German
Codetermination Act (Mitbestimmungsgesetz).
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The following table sets forth the current members of the Supervisory Board:

Name Position Principal occupation
Dr. Walter Seipp Honorary
Chairman
Dr.h.c. Martin Kohlhaussen Chairman
Uwe Tschége (*) Deputy Commerzbank Aktiengesellschaft, Disseldorf
Chairman

Hans-Hermann Deputy Commerzbank Aktiengesellschaft, Essen

Altenschmidt (*) Chairman

Dott. Sergio Balbinot Member Managing Director of Assicurazioni Generali S.p. A,
Trieste

Herbert Bludau-Hoffmann (*) Member ver.di Financial Services, Essen

Astrid Evers (¥*) Member Commerzbank Aktiengesellschaft, Hamburg

Uwe Foullong (*) Member Member of ver.di National Executive Committee,
Berlin

Daniel Hampel (*) Member Commerzbank Aktiengesellschaft, Berlin

Dr.-Ing. Otto Happel Member Manager of Luserve AG, Lucerne

Dr. jur. Heiner Hasford Member Member of the Board of Managing Directors of
M{nchener Rlckversicherungs-Gesellschaft AG,
Munich

Sonja Kasischke (*) Member Commerzbank Aktiengesellschaft, Brunswick

Wolfgang Kirsch (*) Member Commerzbank Aktiengesellschaft, Frankfurt am
Main

Werner Malkhoff (*) Member Commerzbank Aktiengesellschaft, Frankfurt am
Main

Klaus Miiller-Gebel Member Lawyer, Frankfurt am Main

Dr. Sabine Reiner (*) Member Trade Union Specialist, Economic Policy of ver.di
National Administration, Berlin

Dr. Erhard Schipporeit Member Member of the Board of Managing Directors of
E.ON Aktiengesellschaft, Disseldorf

Dr.-Ing. Member Chairman of the Board of Managing Directors of

Ekkehard D. Schulz ThyssenKrupp AG, Disseldorf

Prof. Dr. JUrgen F Strube Member Chairman of the Supervisory Board of BASF
Aktiengesellschaft, Ludwigshafen

Dr. Klaus Sturany Member Member of the Board of Managing Directors of
RWE Aktiengesellschaft, Essen

Dr.-Ing. E.h. Heinrich Weiss Member Chairman of the Board of Management of SMS

(*) Employee Representative
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The business address of the members of the Board of Managing Directors and the members of the
Supervisory Board is Kaiserplatz, 60261 Frankfurt am Main, Federal Republic of Germany.

Potential Conflicts of Interest

In the 2005 financial year, members of the Board of Managing Directors and members of the Super-
visory Board were involved in no conflicts of interest as defined in sections 4.3 and 5.5, respectively, of
the German Corporate Governance Code except for the following:

For reasons of precaution and to avoid a potential conflict of interest arising from his simultaneous
membership of the supervisory boards of Eurohypo and Commerzbank, Mr Mller-Gebel abstained
from voting on the acquisition of the stakes in Eurohypo in the risk committee of the Supervisory
Board of Commerzbank.

Potential conflicts of interest could occur with the following members of the Board of Managing Direc-
tors and of the Supervisory Board due to their membership in supervisory boards of Commerzbank’s
subsidiaries:

Mr Blessing (BRE Bank SA), Dr. Kassow (comdirect bank AG), Dr. Strutz (comdirect bank AG, Medio-
banca — Banca die Credito Finanziario S.p. A.), Mr Teller (BRE Bank SA) and Mr Muller-Gebel (Eurohypo,
comdirect bank AG).

Currently, there are no signs of such conflicts of interest.

Employees

As of 31 December 2005, the Commerzbank Group had 33,056 employees worldwide, including part-
time employees, apprentices and trainees.

Financial Year

The Bank’s financial year is the calendar year.

Independent Auditors

The auditors of the Bank for the 2004 and 2005 financial years were PricewaterhouseCoopers Aktien-
gesellschaft Wirtschaftsprifungsgesellschaft (former firm name PwC Deutsche Revision Aktiengesell-
schaft Wirtschaftsprifungsgesellschaft), Olof-Palme-Strasse 35, 60439 Frankfurt am Main, Federal
Republic of Germany, who audited the consolidated annual financial statements of Commerzbank
Aktiengesellschaft for the financial years ended 31 December 2004 and 2005, giving each of them
their unqualified auditor’s report. PricewaterhouseCoopers Aktiengesellschaft Wirtschaftsprifungsge-
sellschaft is a member of the Chamber of Chartered Accountants (Wirtschaftspriiferkammer).

Trend Information
Since the audited consolidated annual financial statements as of 31 December 2005 were published

and except for recent developments mentioned below no material adverse changes in the prospects of
Commerzbank Group have occurred.
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Legal and Arbitration Proceedings

During the previous twelve months, there were no governmental, legal or arbitration proceedings, nor
is the Bank aware of any such proceedings pending or threatened, which may have or have had in the
recent past significant effects on the Bank's and/or the Group’s financial position or profitability.

Significant Change in the Bank’s Financial Position

Since 31 December 2005, there has been no significant change in the financial or trading positions of
the Commerzbank Group.

It is intended that the Commerzbank Group will, simultaneously with or shortly after the issuance of
the Trust Preferred Securities, incur additional obligations under 16,000 noncumulative trust preferred
securities in an aggregate liquidation preference amount of £ 800,000,000 issued by Commerzbank
Capital Funding Trust Il. The Commerzbank Group may also decide to issue additional similar instru-
ments in the future.

Rating

As of the date of this Prospectus the following ratings were assigned to Commerzbank Aktienge-
sellschaft:

Short-term Long-term
Moody's Investors Service, New York. . . P-1 A2
Standard & Poor's, New York . ......... A-2 A-
Fitch Ratings London ................ F1 A

BUSINESS OF COMMERZBANK
Principal Activities

Commerzbank sees itself as a major German private-sector bank. Its products and services for retail
and corporate customers extend to all aspects of banking. The Bank is also active in specialised fields —
partly covered by its subsidiaries — such as mortgage banking and real-estate business, leasing and
asset management. Its services are concentrated on managing customers’ accounts and handling pay-
ments transactions, loan, savings and investments plans, and also on securities transactions. Addi-
tional financial services are offered within the framework of the Bank's bancassurance strategy of
cooperating with leading companies in finance-related sectors, including home loan savings schemes
and insurance products. The Commerzbank Group’s operating activities are bundled into two divisions:
Corporate and Investment Banking, on the one hand, and Retail Banking and Asset Management, on
the other.

Corporate and Investment Banking

The three segments of the Corporate and Investment Banking division — Mittelstand, Corporates &
Markets and International Corporate Banking — maintain business relationships with small, medium-
sized and large corporate clients and are responsible for the Bank’s customer-based market activities.

Mittelstand

Commerzbank is the only major bank in Germany to have a separate operational segment for Mittel-
stand firms. The Mittelstand segment now looks after roughly 50,000 small to medium-sized compa-
nies (SMEs) with a turnover of between € 2.5m and € 250m at around 150 larger branches. Further-
more, currently 650 larger German Corporates are served through specialised larger corporates cen-
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tres in the five locations Hamburg, DUisseldorf, Frankfurt, Stuttgart and Munich. In addition to German
corporate business, the Central and Eastern European region, the activities of the Polish subsidiary
BRE Bank SA and the business operations of the DUsseldorf subsidiary CommerzLeasing und Immobi-
lien AG are bundled in this segment.

In 2005, the Mittelstand segment registered a successful development. This was mainly due to the
perceptible increase in revenues and the further decline in provisioning, attributable not only to reced-
ing insolvency figures but above all to the Bank's generally conservative risk management. Due to a
rise in new business, current loan repayments were compensated for and overall lending to SMEs
was held steady.

All'in all, the Bank was able to expand its Mittelstand market share and gain almost 5,000 new clients
last year.

The range of products and services has been systematically adapted to the needs of Mittelstand cli-
ents. This includes, for instance, an internet-based rating application, to be offered in 2006. As a result,
Commerzbank will become one of the first banks to make possible an indicative rating of annual finan-
cial statements based on the rating scale of the Initiative Finanzstandort Deutschland and on the inter-
val of the probability of default according to the Bank's own rating scheme.

Furthermore, as part of its multi-channel strategy, Commerzbank offers extensive and standardised
internet services for corporate customers. With a new internet site in place, the functions of the pre-
viously separate portals companydirect and companyworld have been merged.

In addition, the programme of mezzanine financing for Mittelstand companies has been developed fur-
ther. In this way, subordinated capital of € 350m has been made available to roughly 50 companies. At
the same time, CB MezzCAP has been added to the product range. This involves bundling the profit-
sharing rights held by a group of corporate clients to form a portfolio, which is then placed in the capital
market in securitised form by a special-purpose entity.

In Central and Eastern Europe, too, Mittelstand activities were stepped up. The Bank's subsidiary in
Hungary, for example, has been developing its own branch network since the start of 2005 in order to
provide targeted support for small and medium-sized companies. The Bank considers this activity a
pilot project for a systematic development of corporate business in the region.

Furthermore, the bank’s leasing business which is operated through the subsidiary CommerzlLeasing
und Immobilien AG developed well in 2005 with growth rates above market average. In order to benefit
from the growing market in leasing financing a leasing initiative for Mittelstand firms was launched in
2005, focusing on product and sales leasing.

Corporates & Markets

The Corporates & Markets business line is divided up into the sections Markets, Sales, Corporate
Finance and Corporate Relationship Management. Last year, Corporates & Markets initially underwent
a far-reaching strategic repositioning: Following a loss in the third quarter of 2004, unprofitable busi-
ness lines were cast off and altogether some 900 front- and back-office jobs were cut. The integration
of multinational corporates with the London branch and investment banking under the new roof has
largely been completed and in the meantime the unit has returned to consistent profit.

All four sections of this business line developed positively in 2005. At Markets, this was particularly
true for equity derivatives business. Through the close meshing of corporate and investment banking,
it was also possible to boost sales of interest-rate hedging products to SMEs. Credit trading was com-
pletely revamped, the focus now falling on the active management of parts of Commerzbank's loan
book and better utilisation of the Bank’s emerging markets expertise.

The streamlining and clear focus for the Sales section as well as additional investment in branch distri-

bution led to increased sales of multi-asset products to private customers. At the same time, a frame-
work for stronger growth in the area of sales to institutional clients was built.
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In Corporate Finance, a number of mandates were won to arrange syndicated loans, credit-financed
company takeovers and European corporate bond issues. In line with the focus on German Mittelstand
firms, some innovative financing instruments were launched in the securitisation area together with
the Mittelstand segment, e.g. a new Schuldschein initiative, covering financings of € 0.5-5.0m and
offering investors an attractive opportunity to become involved in securitised loans to SMEs. A first
portfolio of such smaller loans with an overall volume of € 500m has been placed in the meantime.

As part of the reorganisation of investment banking, Corporate Relationship Management who looks
after large multinational clients has been integrated in the Corporates & Markets section. For one thing,
this is intended to ensure that this demanding group of clients receive intensive support and, for
another, that the potential for selling complex financing solutions is explored.

International Corporate Banking

International Corporate Banking is responsible for business with corporates and financial institutions
outside the Mittelstand segment. Here the Bank primarily concentrates on the regions of Western Eur-
ope and North America as well as Asia. In these regions, the Bank provides its largely Mittelstand Ger-
man customers with banking services in the areas of credit, payments and external trade finance. Busi-
ness with local, internationally active companies is mainly based on the Bank's extensive product
expertise in structured special finance as well as sophisticated interest-rate and currency derivatives.

The operational and distributive structures in Asia and Western Europe are currently being subjected to
large-scale optimisation in order to improve further the efficiency of the foreign units.

Retail Banking and Asset Management

The Retail Banking and Asset Management division comprises both traditional retail operations and
support for business customers, the individual service provided for wealthy private clients and portfolio
management.

Private and Business Customers

Commerzbank has roughly 5 million private customers in Germany, who are served through a network
of almost 800 branches and an extensive online range of services. The product range covers the com-
plete palette of retail business, including payments, investment and securities business as well as
home and consumer loans. In combination with the insurance products of the Bank'’s partner Volksfur-
sorge from the AMB Generali group, Commerzbank also offers specially tailored solutions for private
provision for old age.

On the internet, a virtual branch is available, offering practically the entire range of a traditional branch
office, including the handling of payments and securities transactions.

The subsidiary comdirect bank AG offers private customers reasonably priced services in banking and
above all in securities business. Its subsidiary comdirect private finance AG provides additional financial
advisory services on more complex topics such as provision for old age and wealth formation.

In all areas, the Bank makes use of modern technical solutions to support the advisory process. For
instance, for securities business, customer-specific investment strategies are worked out by combin-
ing information on the individual financial and assets situation and also the customer’s personal invest-
ment approach with current information on the capital market derived from the Infobroker information
system.

Due to systematic positioning as a provider of home loans, the volume of lending could be raised in
2005 for the first time in three years. New business was 48 % stronger than in 2004. This was achieved
through a combination of individual advice and attractive market conditions. To make it easier for
customers to benefit from the favourable interest-rate situation, the Bank introduced BaufiFlex, an
innovative product in property financing, which responds flexibly to market conditions. Its market posi-
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tion in property financing is to be strengthened and expanded in 2006 through the integration of Euro-
hypo into the Commerzbank Group.

The branch of the future project is a systematic continuation of the strengthening of the branch net-
work. Branches of this type are customer-oriented and focus on consulting and distribution. Apart
from the use of modern self-service machines, administrative functions are being standardised,
streamlined and centralised. In 2006, the range of its self-service machines is to be extended in terms
of both functionalities and locations.

At end-2005, Commerzbank had over 440,000 business customers. This group includes professionals,
the self-employed and businessmen as well as the proprietors of small companies with annual turn-
over of up to € 2.5m. Commerzbank’s business customer relationship managers are stationed at over
600 locations in Germany. In response to the needs of the market, Commerzbank has optimised its
business model for looking after business customers. By clearly distinguishing between the various
groups, the new system of support provides more time for looking after those requiring more intensive
advice. In addition, the product range has been entirely adapted to the specific needs of business cus-
tomers — a combination of solutions for business financial issues and all-inclusive, individual advice in
private financial matters.

Private Banking

In Private Banking, a staff of nearly 600 worldwide provide support for 22,000 clients in all aspects of
wealth management. Thus, in Germany, Commerzbank is well positioned in serving wealth private cli-
ents. Its private banking services range from individual portfolio and securities management via finan-
cial investment and property management to the management of foundations, legacies and wealth. In
addition to such traditional forms of investment as equities and bonds, investment funds and certifi-
cates, there was a focus in 2005 on developing alternative investments such as hedge funds, guaran-
tee products and asset-backed securities.

With its almost 40 locations, Commerzbank currently offers a nationwide density in private banking
services in Germany. Internationally, four centres of competence up to now in Zurich, Geneva, Luxem-
bourg and Singapore round off the Bank's services for wealth private clients directly in leading financial
centres and offshore markets.

Asset Management

At end-2005, Asset Management had altogether € 98bn of assets under management, for the most
part concentrated at the companies in Frankfurt, London and Paris. Within an overall multi-boutique
approach, these serve as centres of competence for individual markets. With effect from 1 November
2005, the organizational structure of Asset Management was adapted even more strongly to the stra-
tegic challenges of the individual markets: German Asset Management, comprising the COMINVEST
group, COMSELECT and private portfolio management; International Asset Management, comprising
the major participations Jupiter International and Caisse Centrale de Réescompte, and also Asset
Management Real Estate with the Commerz Grundbesitz group.

Principal Markets

Commerzbank’s business activities are mainly concentrated on the German market, where as an inte-
grated provider of financial services, it maintains a nationwide branch network for offering advice and
selling products to all its groups of customers. In corporate business, Western, Central and Eastern
Europe and also the USA are considered core markets. In the 2005 financial year, Commerzbank
achieved over 90 % (€ 1,611m) of its operating profit in Europe, including Germany. A further € 164m
was generated in America and € 54m in Asia. This reflects the Bank’s strategy of defining Germany,
other European countries and the USA as its core markets.
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Recent Developments

On 28 February 2006 Commerzbank sold 8.1 % of its stake in the Korea Exchange Bank (KEB). The
transaction had a market value of about € 640m. This step continues Commerzbank’s disposal of its
non-strategic shareholdings. Commerzbank still holds a 6.5 % stake in KEB which is under a call option
of KEB's majority shareholder Lone Star. According to press releases in March 2006, Lone Star Fund
has signed a letter of intent to sell its 50.53 % stake in KEB as well as an additional 14.09 % stake in
KEB part of which will be Commerzbank's remaining 6.5 % which Lone Star will purchase under its call
option to South Korea’s Kookmin Bank.

Strategy of the Bank

Commerzbank has set itself the goal of becoming Germany’s leading commercial bank. In order to
achieve this, it is pursuing a strategy of concentrating on its core competencies. In geographical
terms, this involves giving priority to its home market, Germany, and then, on a selective basis, to the
markets of Western and Eastern Europe and finally to other regions. The principle of selectivity also
applies with regard to its core target groups. These are corporate clients, and especially small to med-
ium-sized companies (Mittelstand), private and business customers and the public sector. The focus in
the products and services which the Bank provides is on financing, deposit-taking and offering innova-
tive financial solutions. Commerzbank intends to expand through organic growth combined with acqui-
sitions wherever a suitable opportunity arises. The tight cost control practised in recent years is to be
maintained.

84



ORGANISATIONAL STRUCTURE

The Bank is the parent company of the Commerzbank Group. The following diagram sets out the struc-
ture of the Commerzbank Group as of 31 December 2005.
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The following list includes a description of the main subsidiaries of the Bank:

comdirect bank AG

is a subsidiary offering its more than 650,000 customers comprehensive online banking and brokerage
services. Its subsidiary comdirect private finance AG provides additional financial advisory services on
more complex topics such as old-age provisions and wealth formation. At end-2005, comdirect bank
AG had € 12.8bn total assets under custody. Commerzbank, which established comdirect in 1994,
holds over 79 % of its equity.

Eurohypo AG

is a specialist bank for real estate and public finance business. By end-March 2006, Commerzbank will
hold over 98 % of Eurohypo AG's equity as more fully described herein.

Hypothekenbank in Essen AG (“Essenhyp”)

in which Commerzbank has a 51 % interest, is a German mortgage bank. Its activities include lending
to the public sector and mortgage business. Essenhyp serves both institutional and retail clients. It has
been especially active in promoting the Global Pfandbrief and the jumbo Pfandbrief as investment vehi-
cles in international financial markets.

Commerzbank International S. A.

is a wholly-owned subsidiary based in Luxembourg. The business activities of Commerzbank Inter-
national S. A. comprise all types of banking operations in the Grand Duchy of Luxembourg and abroad.
The bank is principally active in private-client business, international lending operations, money-market,
foreign-exchange and precious-metals trading, also acting as a custodian bank for funds of the Com-
merzbank Group and third-party funds as well. Its balance-sheet total amounted to € 8,071m at end-
2004.

Commerzbank (Switzerland) Ltd

is a wholly owned private-banking subsidiary based in Zurich with a branch in Geneva. As an institution
specialising in asset management and investment advice, it concentrates its business activities on
acquiring and serving wealthy international private clients. At end-2004, Commerzbank (Switzerland)
Ltd had total assets of Sfr875,205.

COMINVEST Asset Management GmbH (“Cominvest”)

a wholly-owned subsidiary, was formed in 2002 in order to bring together Commerzbank's retail and
institutional operations in the area of asset management. Cominvest maintains units in Frankfurt,
Munich, Luxembourg and Dublin. Its retail funds comprise the well-established range of ADIG invest-
ment products, while in the institutional segment the funds it manages include over 300 special or non-
publicly offered funds and mandates by free portfolio managers for institutional investors. Cominvest
group had € 52.1bn assets under management as of 31 December 2005.

Caisse Centrale de Réescompte SA
is a Paris-based asset-management subsidiary, in which Commerzbank holds a 99 % interest. It pro-
vides asset-management services for third parties. It specialises in pursuing a “value” approach in the

management of equities and maintains a traditionally strong position as a leading provider of money-
market products. At end-2004, it had over € 16.0bn assets under management and investment advice.
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Jupiter International Group plc

is a wholly-owned subsidiary, active in asset management. Based in London, it launches and manages
international funds for retail and institutional investors. Jupiter enjoys a strong reputation in investment
performance. As of 30 September 2005, it had € 18.1bn assets under management.

CommerzLeasing und Immobilien AG (“CLI")

has been active for over 35 years in the areas of leasing and real estate, serving both private-sector
companies and municipal authorities. Its business activities are mainly focused on structured invest-
ments, real estate ventures, funds and equipment leasing. In 2005, the CLI group had generated a
total of € 3.2bn in new business and at end-2005 had € 27bn assets under management.

BRE Bank SA

is a large Polish financial institution in which Commerzbank holds an interest of over 70 %. Providing
financial services and an expanding range of products for corporate clients, BRE Bank claims a large
share of the Polish corporate and institutional market. Its products include clearing and liquidity func-
tions, electronic banking, and access to sources of financing, and meet the needs of small and med-
ium-sized enterprises. BRE Bank is also active in financing export and foreign trade transactions.
Through subsidiaries, it also provides online retail banking services.

Commerzbank Zrt.

is a wholly-owned subsidiary, based in Budapest. It focuses on providing innovative banking services
for corporate clients, mainly for local small to medium-sized enterprises.

Commerzbank (Eurasija) SAO

is a wholly-owned subsidiary based in Moscow. It provides German and other European companies,
but also Russian firms and state institutions with a comprehensive range of commercial banking serv-
ices.

Commerzbank (South East Asia) Ltd.

is the Bank's centre of competence in the respective region for private-banking activities and for its
business operations involving corporate clients.

ACQUISITION OF EUROHYPO

Overview

In November 2005 Commerzbank Inlandsbanken Holding AG (CIH), a wholly-owned subsidiary of Com-
merzbank, Deutsche Bank Aktiengesellschaft and Allianz/Dresdner Bank Aktiengesellschaft signed a
share purchase agreement regarding the acquisition of all of the shares held by Deutsche Bank Aktien-
gesellschaft and Allianz/Dresdner Bank Aktiengesellschaft in Eurohypo in two tranches by CIH. At the
closing of tranche one on 15 December 2005, Deutsche Bank Aktiengesellschaft and Allianz/Dresdner
Bank Aktiengesellschaft transferred 17.1 % of their shares in Eurohypo to CIH. At the closing of tranche
two, which is expected to occur on 31 March 2006, another 49.1 % of the shares in Eurohypo will be
transferred from Deutsche Bank Aktiengesellschaft and Allianz/Dresdner Bank Aktiengesellschaft to
CIH. The average purchase price was € 19.60 per share. Subject to the approval of all relevant author-
ities, Commerzbank will then indirectly hold more than 98 % of Eurohypo’s shares.
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Strategic rationale of the acquisition of Eurohypo

With the acquisition of Eurohypo Commerzbank pursues a number of strategic and financial goals:
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Enhancement of Commerzbank’s position as one of the leading German commercial banks by mar-
ket share. Following the acquisition of Eurohypo Commerzbank will have an aggregate balance
sheet of almost € 700bn as of 30 September 2005 making it the second largest German bank with
strong footholds in German retail banking and in the business with German " Mittelstand" clients
(Source: Die Bank 8/2005). Together Commerzbank and Eurohypo will have strong market positions
in commercial real estate, public sector financing (in combination with Hypothekenbank in Essen
AG) and residential real estate financing. With the acquisition of Eurohypo Commerzbank aims at
achieving a more stable and predictable earnings stream as a basis for future growth.

With regard to the German mortgage banking sector Eurohypo is already the market leader by total
amount of mortgage loans (as shown in the diagram below). Since 1999 a significant consolidation
process within this market has taken place and this trend is believed to continue.

Market in 1999 — mortgage loans Market in 2004 — mortgage loans
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Source: Verband deutscher Pfandbriefbanken

Commerzbank and Eurohypo want to play an active part in this consolidation and concentration
process and gain market share in order to reinforce their leading market position.

On an international scale, Commerzbank and Eurohypo will have strong positions in a number of
segments of the international real estate financing markets, e.g. as originator of commercial mort-
gage backed securities, for the issuance of European jumbo Pfandbriefe and in US real estate bank-

ing.

Although the two companies pursue complementary business models, Commerzbank expects to
realize noteworthy synergies. On the cost side it is intended to optimize processes and consolidate
administration functions. Revenue enhancement will be driven by cross selling opportunities, the
leverage of the Commerzbank sales platform and a broader customer base, an improved product
range and the opening of new market opportunities. Joint Eurohypo and Commerzbank teams are
currently identifying the exact synergy potential.



e Additionally, the issuance of hybrid capital to partly finance the acquisition, an expected reduction of
capital needs under Basel Il regulation and the use of Commerzbank'’s tax loss carry-forwards for
taxation of Eurohypo's German profits are expected to result in financial benefits.

Description of Eurohypo

General Information

Eurohypo Aktiengesellschaft (“Eurohypo” and, together with its consolidated subsidiaries, the “Euro-
hypo Group”) is a stock corporation under German law. Its registered office is located in Helfmann-
Park 5, 65760 Eschborn, Federal Republic of Germany. Eurohypo is registered in the commercial regis-
ter of the lower regional court (Amtsgericht) of Frankfurt am Main under the number HRB 45701.

Eurohypo's current major shareholders are Deutsche Bank group, Commerzbank Group and Allianz
group.

Selected Financial Information

The following table sets out historical consolidated financial information of Eurohypo Group as of 31 De-
cember 2003, 31 December 2004 and 31 December 2005.

Historical Financial Information of Eurohypo Group (- Overview (in billion €) -)

Balance sheet figures

as of as of as of
31 December 2005 31 December 2004 31 December 2003
(audited) (audited) (audited)
Real estate financings . ......... 97.7 95.6 100.1
Public finance. .. .............. 118.8 115.2 122.2
Fundingvolume . .............. 209.7 202.4 212.5
Capitalandreserves ........... 6.15 5.75 5.36
Totalassets . ................. 234.30 226.93 234.58

Figures from the income statement

as of as of as of
31 December 2005 31 December 2004 31 December 2003
(audited) (audited) (audited)

Net interestincome............ 1.38 1.30 1.29
Risk provisioning in lending

business ............. ... ... -0.27 -0.26 -0.21

Net commissionincome .. ...... 0.15 0.08 0.03

Administrative expenses . . ... ... 0.51 0.49 0.51

Restructuring expenses . ....... 0.05 0.01 0.12

Profitbeforetax .. ............. 0.63 0.61 0.32

Principal Activities

Eurohypo is a specialist provider of financing for the real estate and public sector markets. It engages in
real estate and public sector financing activities, both directly and through its subsidiaries.

Eurohypo Group operates the following business divisions:

— Corporate Banking Germany;
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— Corporate Banking Continental Europe;

— European Real Estate Investment Banking and UK Senior Lending;
— Real Estate Investment Banking and Corporate Banking USA,;

— Debt Capital Markets

— Retail Banking

— Public Finance/Global Markets

Corporate Banking Germany

Eurohypo focuses on professional players in the market and expands activities in the area of syndica-
tions. The minimum credit volume per property is € 2.5m.

Corporate and Real Estate Investment Banking International

Eurohypo concentrates on large finance projects, has strong structuring and advisory capabilities as
well as experienced real estate investment banking teams.

Debt Capital Markets

In this new division, Eurohypo combines the structuring and securitization of loans with syndication
business, the active portfolio management of real estate credit — including the placement of non-stra-
tegic sub-portfolios.

Retail Banking

Eurohypo finances private properties in Germany with a maximum credit volume per property of
€2.5m.

Public Finance

This business area is characterized by a combined market approach of Eurohypo Aktiengesellschaft,
Frankfurt am Main, and EUROHYPO, Europaische Hypothekenbank S.A., Luxembourg. Eurohypo pre-
dominantly finances central and regional governments, municipalities and public sector credit institu-
tions. Moreover Eurohypo also participates as co-lead and co-manager in the placement of inter-
national bonds.

The Eurohypo Group raises funding for its real estate and public financing and refinancing commit-
ments primarily through the issuance of mortgage and public Pfandbriefe. Other bonds are used to
fund those parts of the Eurohypo Group’s European real estate financing that is not suitable for funding
via Pfandbriefe. The high proportion of other funding instruments results primarily from the Eurohypo
Group's real estate financing business in European countries other than Germany and in the USA,
which up to this date has not been eligible as cover assets.

Principal Markets

Eurohypo's principal geographical markets are Germany, Continental Europe, the United Kingdom and
the United States of America.
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Organisational Structure
Eurohypo is the parent entity to a group of companies. The following list sets out the companies

included in consolidation and in at-Equity consolidation in the Eurohypo Group as of 31 December
2005.

Companies included in consolidation

AGV Allgemeine Grundsttcksverwaltungs- und Verwertungsgesellschaft mbH
GVG Gesellschaft zur Verwertung von Grundbesitz mbH
IVV Immobilien-Verwaltungs- und Verwertungsgesellschaft mbH

CASIA Immobilien-Management GmbH
Forum Immobiliengesellschaft mbH
Futura Hochhausprojektgesellschaft mbH
Unica Immobiliengesellschaft mbH
EUROHYPO Européische Hypothekenbank S. A.
Eurohypo Capital Funding LLC I, Wilmington, Delaware, USA
Eurohypo Capital Funding LLC II, Wilmington, Delaware, USA
Eurohypo Capital Funding Trust |, Wilmington, Delaware, USA
Eurohypo Capital Funding Trust Il, Wilmington, Delaware, USA
Eurohypo Systems GmbH
Frankfurter Gesellschaft fir Vermdgensanlagen mit beschrankter Haftung
FHB Immobilienprojekte GmbH
Fi Pro-City GmbH
GBG Verwaltungs- und Verwertungsgesellschaft fir Grundbesitz mbH
Messestadt Riem " Office am See |” GmbH
Messestadt Riem “Office am See II” GmbH
Messestadt Riem “Office am See Il GmbH
Nordboden Immobilien- und Handelsgesellschaft mbH
SB Bautrager GmbH & Co. Urbis Hochhaus KG
SB Bautrager GmbH & Co. Urbis Verwaltungs KG
SB-Bautrager Gesellschaft mit beschrankter Haftung
WESTBODEN-Bau- und Verwaltungsgesellschaft mbH
G-G-B Gebaude- und Grundbesitz GmbH
gr Grundstiicks GmbH Objekt Corvus & Co. Sossenheim KG
gr Grundstiicks GmbH Objekt Corvus
Property Invest GmbH

Wohnbau-Beteiligungsgesellschaft mbH
Westend Grundstlcksgesellschaft mbH

Companies included in at-Equity consolidation

Delphi | LLC, Wilmington, Delaware, USA
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Servicing Advisors Deutschland GmbH (formerly SPECIAL EUROHYPO SERVICER GmbH)

Urbanitas Grundbesitzgesellschaft mbH,

Trend Information

There has been no material adverse change in the prospects of Eurohypo since 31 December 2005.

Management and Supervisory Bodies

As a German stock corporation, Eurohypo has a two-tier board system. The management board is
responsible for the management of Eurohypo and the representation of Eurohypo with respect to third
parties, while the supervisory board appoints and removes the members of the management board
and supervises the board’s activities.

The names of the current members of the management board are: Bernd Knobloch (Chairman), Dirk
Wilhelm Schuh (Deputy Chairman), Joachim Plesser, Henning Rasche and Jochen Klésges.

The supervisory board consists of 12 members. Six members are elected by the shareholders at their
general meeting, and six members are elected by employees of Eurohypo in accordance with the Ger-
man Employees’ Representation Act.

The names of the current members of the supervisory board are: Dr. Manfred Gentz (Chairman), Bri-
gitte Siebert (Deputy Chairwoman), Dr. Hugo Banziger, Wolfgang Barth, Herbert Bayer, Peter Birken-
feld, Dr. Andreas Georgi, Rupert Hackl, Dr.-Ing. E.h. Hans-Peter Keitel, Klaus Miuiller-Gebel, Cornelia
Pielenz and Hans Reischl.

The business address of members of the management board and the supervisory board is Helfmann-
Park 5, 65760 Eschborn, Germany.

Legal and arbitration proceedings

During the last 12 months there have been no governmental, legal or arbitration proceedings (including
any such proceedings which are pending or threatened of which Eurohypo is aware) which may have,
or have had in the recent past, significant effects on Eurohypo’s and/or Eurohypo Group's financial posi-
tion or profitability.

Significant Change in Eurohypo Aktiengesellschaft’s Financial Position

There has occurred no significant change in the financial position of Eurohypo Group since the end of
the last financial period, 31 December 2005.
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REGULATION

The following explains certain regulatory matters which are of significance for the business of the Com-
merzbank Group.

Overview

The Commerzbank Group's operations throughout the world are subject to the banking supervisory
regimes of the various jurisdictions in which the Commerzbank Group conducts business. Banking
supervisory regulations contain, inter alia, restrictions on Commerzbank’s banking and non-banking
activities, capital adequacy requirements, limitations of large exposures, conduct of business rules,
requirements as to Commerzbank’s organisational structure and numerous reporting requirements.
Furthermore, they provide various regulatory authorities with investigative and enforcement powers
with respect to the Commerzbank Group. In addition, a number of countries in which Commerzbank
operates impose limitations on (or which affect) foreign or foreign-owned or controlled banks and finan-
cial services institutions, which have an impact on its business activities including:

e restrictions on the opening of local offices, branches or subsidiaries and the types of banking and
non-banking activities that may be conducted by those local offices, branches or subsidiaries;

e restrictions on the acquisition of local banks or requirements of specified percentages of local own-
ership or specified numbers of local management personnel; and

e restrictions on investment and other financial flows in and out of the country.

Changes in the regulatory and supervisory regimes of the countries in which the Commerzbank Group
operates determine, to some degree, its ability to expand into new markets, the services and products
that it is able to offer in those markets, the costs of providing such services and products and how
Commerzbank structures its specific operations.

The Commerzbank Group’s principal supervisor in the Federal Republic of Germany is the BaFin. In
addition, many of Commerzbank's operations outside the Federal Republic of Germany are regulated
by local supervisors. Within the EU or other contracting states of the EEA, Commerzbank’s branches
generally conduct regulated business under the “European Passport” The European Passport is a sin-
gle banking license that permits Commerzbank to spread its activities throughout the EU, either via
branches or by offering products and services in other member states. Under the European Passport,
Commerzbank’s EU and EEA branches are subject to supervision primarily by BaFin. When Commerz-
bank opens a branch in another member state, Commerzbank is required to notify BaFin and the Ger-
man Central Bank (Deutsche Bundesbank), and BaFin will, upon receipt of the complete documents,
inform the competent authorities of the host country. The host country regulator is entitled to impose
certain restrictions on Commerzbank in the public interest. When Commerzbank forms a subsidiary in
another member state of the EU or the EEA, it must obtain a separate authorization from the relevant
local bank regulator. In the United States of America, Commerzbank’s New York Branch is supervised
mainly by the New York Banking Department and the Board of Governors of the Federal Reserve Sys-
tem.

The following sections provide a description of the regulatory framework applicable to Commerzbank
in the Federal Republic of Germany, which Commerzbank views as the most significant jurisdiction in
which it does business.

Principal Laws and Regulators

Commerzbank is authorized to conduct general banking business and to provide financial services
under and, subject to the requirements set forth in, the German Banking Act (Kreditwesengesetz).

Commerzbank, as well as those of its German subsidiaries that engage in the banking or financial serv-
ices business and those that have banking or financial service related operations, are subject to com-
prehensive supervision by the German Central Bank and BaFin. The European Central Bank regulates
Commerzbank in relation to minimum reserves on deposits and issued bonds.
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The German Banking Act

The German Banking Act contains the basic set of rules applicable to German banks, including the
requirement for a banking license, and regulates the business activities of German banks. The German
Banking Act defines a “credit institution” (Kreditinstitut) as an enterprise that engages in one or more
of the activities defined in the Act as “banking business” The German Banking Act also applies to “fi-
nancial services institutions” (Finanzdienstleistungsinstitute). Credit institutions and financial services
institutions are subject to the licensing requirements and other provisions of the German Banking Act.

The German Banking Act and the rules and regulations adopted thereunder implement certain EU
directives relating to banks which, in turn, implement recommendations of the Basel Committee at
BIS. These European directives address issues such as accounting standards, regulatory capital, capi-
tal adequacy, consolidated supervision, the monitoring and control of large exposures, the establish-
ment of branches within the EU and the creation of a single EU-wide banking market with no internal
barriers to cross-border banking services.

Supervision by BaFin

BaFin is a federal public law institution with legal capacity supervised by the German Federal Minister
of Finance. It has the power to adopt administrative acts (Verwaltungsakte), regulations (Verordnun-
gen) and guidelines (Verlautbarungen und Rundschreiben) that implement or interpret German banking
laws and other laws affecting German banks.

BaFin supervises the operations of German banks to ensure that they are in compliance with the Ger-
man Banking Act and other applicable German laws and regulations. It places particular emphasis on
compliance with capital adequacy and liquidity requirements, large exposure limits and restrictions on
certain activities imposed by the German Banking Act and related regulations.

Regulation by the German Central Bank

BaFin carries out its supervisory role in close cooperation with the German Central Bank. Nevertheless,
these two institutions have distinct functions. BaFin has the authority to issue administrative orders;
before it issues general regulations, it is required to consult with the German Central Bank. In addition,
BaFin must obtain the German Central Bank's consent before it issues any general regulations that
would affect the German Central Bank's operations, such as the Principles on Own Funds and Liquidity
of Institutions (Grundsétze liber die Eigenmittel und Liquiditdt der Institute), which consist of two regu-
lations (Grundsétze | und Il or “Principles | and 11”) on capital adequacy and liquidity requirements. The
German Central Bank is responsible for the collection and analysis of statistics and reports from Ger-
man banks and the execution of audits for the evaluation of solvability and risk management of German
banks. The German Central Bank has nine regional offices (Hauptverwaltungen). These regional offices
analyze the statistics and reports of all German banks that have their corporate seat in the federal
states they are responsible for.

Securities Regulation by BaFin

Under the German Securities Trading Act (Wertpapierhandelsgesetz), BaFin regulates and supervises
securities trading in the Federal Republic of Germany. The German Securities Trading Act prohibits,
among other things, insider trading with respect to securities admitted to trading or included in the
over-the-counter market at a German exchange or the exchange in another country that is a member
state of the EU or another contracting state of the Agreement on the EEA.

To enable BaFin to carry out its supervisory functions, credit institutions are subject to comprehensive
reporting requirements with respect to securities and derivatives transactions. The reporting require-
ments apply to transactions for the credit institution’s own account as well as for the account of its
customers. The German Securities Trading Act also contains rules of business conduct. These rules
apply to all businesses that provide securities services. Security services include, in particular, the pur-
chase and sale of securities or derivatives for others and the intermediation of transactions in securities
or derivatives. BaFin has broad powers to investigate businesses providing securities services to moni-
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tor their compliance with the rules of conduct and the reporting requirements. In addition, the German
Securities Trading Act requires an independent auditor to perform an annual audit of the securities
services provider's compliance with its obligations under the German Securities Trading Act.

The European Central Bank

The European Central Bank sets the minimum reserve requirements for institutions that engage in the
customer deposit and lending business. These minimum reserves must equal a certain percentage of
the institutions’ liabilities resulting from certain deposits, plus the issuance of bonds.

Capital Adequacy Requirements

German capital adequacy principles are based on the principle of risk adjustment. German capital ade-
quacy principles, as set forth in Principle |, mainly address capital adequacy requirements for both
counterparty risks (Adressenausfallrisiken) and market risks (Marktrisiken). German banks are required
to cover counterparty and market risks with Tier | capital (Kernkapital or “core capital”) and Tier Il capi-
tal (Ergdnzungskapital or “supplementary capital”) (together, haftendes Eigenkapital or “regulatory
banking capital”). They may also cover market risk with Tier Il capital (Drittrangmittel) and (to the
extent not required to cover counterparty risk) with regulatory banking capital. The calculation of regu-
latory banking capital and Tier Ill capital is set forth below.

Principle | requires each German bank to maintain a solvency ratio (Eigenkapitalquote) of regulatory
banking capital to risk-weighted assets (gewichtete Risikoaktiva) of at least 8 %. The calculation of
risk-weighted assets is explained below. The solvency ratio rules implement the European Banking
directive, which in turn, is based on the recommendations of the Basel Committee. See “— The Basel
|l Capital Accord” as to proposed changes to the current recommendation of the Basel Committee.

Regulatory Banking Capital

Under the German Banking Act and in the case of the relevant bank being a stock corporation such as
Commerzbank, regulatory banking capital (Eigenkapital), the numerator of the solvency ratio, consists
of:

Tier | (core) capital:
e Paid-in share capital.
e (Capital reserves and surplus reserves.

e Special fund for general banking risks. A bank may record this fund on the liability side of its balance
sheet to secure general risks inherent in the banking business. A bank must use its reasonable
commercial judgment in making this determination.

e Silent partnership interests (stille Beteiligungen). Silent partnership interests are participations in
the business of a bank which fulfill the criteria of equity instruments within the meaning of the Ger-
man Banking Act. Under the German Banking Act, the qualification of silent partnership interests as
regulatory banking capital is subject to certain conditions, including a minimum term of five years,
limitations of the cumulative payment of interest, participation in the bank’s losses and subordina-
tion to the rights of all creditors in the event of insolvency or liquidation of the bank. In the case of
banks which are active on an international basis, such as Commerzbank, additional requirements
apply; notably the instruments must not be callable by the investor, must have a maturity of at least
10 years and interest payments must not be cumulative.

Treasury shares held by the bank, losses, certain intangible assets and, subject to certain conditions,
loans to shareholders and silent partners are subtracted from the Tier | capital calculation.
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Tier Il capital (limited to the amount of Tier | capital) includes:

e Participation rights (Genussrechte). These rights are subject to certain conditions, including a mini-
mum term of five years, participation in the bank's losses and subordination to the rights of all unsu-
bordinated creditors in the event of insolvency or liquidation of the bank.

e Preference shares with cumulative dividend rights (Vorzugsaktien).

e [onger-term subordinated debt (limited to 50 % of the amount of Tier | capital). This debt is subject
to certain criteria, including a minimum term of five years and subordination to the rights of all
unsubordinated creditors in the event of insolvency or liquidation of the bank.

e Reserves pursuant to Section 6b of the German Income Tax Law (Einkommensteuergesetz). A bank
may include 45 % of these reserves in regulatory banking capital. However, any reserves included in
regulatory banking capital must have been created from the proceeds of the sale of real property,
property rights equivalent to real property or buildings.

e Reserves for general banking risks. A bank may record certain receivables on its balance sheet at a
lower value than would be permitted for industrial and other non-banking entities. Such receivables
include loans and securities that are neither considered investment securities under the German
Commercial Code (Handelsgesetzbuch) nor part of the trading portfolio. The bank may record these
receivables at a lower value if the use of a lower value is advisable, in its reasonable commercial
judgment, to safeguard against the special risks inherent in the banking business. Reserves for gen-
eral banking risks may not exceed 4 % of the book value of the receivables and securities recorded.

e (ertain unrealised reserves. These may include up to 45 % of the difference between the book
value and the lending value (Beleihungswert) of land and buildings, and up to 35 % of the difference
between the book value of unrealised reserves (including provisioning reserves) and the sum of the
market value of securities listed on a stock exchange, the value of non-listed securities issued by
corporate members of the cooperative banks or savings banks association and the published re-
demption price of shares issued by certain investment funds. A bank may include these unrealised
reserves in Tier Il capital only if its Tier | capital amounts to at least 4.4 % of its risk-weighted
assets. Unrealised reserves may be included in Tier Il capital only up to a maximum amount of
1.4 % of risk-weighted assets.

Capital components that meet the above criteria and which a bank has provided to another bank, finan-
cial services institution or financial enterprise which is not consolidated with the bank for regulatory
purposes, are subtracted from the bank's regulatory banking capital if the bank holds more than 10 %
of the capital of such other bank, financial services institution or financial enterprise. In addition, to the
extent the aggregate book value of investments and components of own funds constituting, in each
case, up to 10 % of the capital of another bank, financial services institution or financial enterprise
exceeds 10 % of the regulatory banking capital of the bank which has granted the capital components,
such exceeding aggregate amount will also be deducted from the bank’s regulatory banking capital.

Risk-weighted Assets

For a bank’s investment book, the calculation of risk-weighted assets, the denominator of the solvency
ratio, is set forth in Principle |. Assets are assigned to one of six basic categories of relative credit risk
based on the debtor and the type of collateral, if any, securing the respective assets. Each category has
a risk-classification multiplier (0 %, 10 %, 20 %, 50 %, 70 % and 100 %). The value of each asset as
determined pursuant to Principle | is then multiplied by the risk-classification multiplier for the asset’s
category. The resulting figure is the risk-weighted value of the asset.

Traditional off-balance sheet items attributable to a bank’s investment book, such as financial guaran-
tees and letters of credit are subject to a two-tier adjustment. First, the value of each item is deter-
mined. The value of each item is multiplied by one of four risk-classification multipliers (0%, 20 %,
50 % and 100 %) depending on the type of instrument. In the second step, the off-balance sheet item
is assigned to one of the six credit risk categories set forth above for balance sheet items. Selection of
an appropriate risk multiplier is based on the type of counterparty or debtor and the type of collateral, if
any, securing the asset. The adjusted value of the off-balance sheet item is then multiplied by the risk
multiplier to arrive at the risk-weighted value of the off-balance sheet item.
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Tier lll Capital and Market Risk

Principle | also sets forth the principles governing capital adequacy requirements for market risk. The
market risk positions of a bank include the following:

e foreign exchange positions;
e commodities positions;

e certain trading book positions, including those involving counterparty risk of the trading book, inter-
est rate risk and share price risk; and

e options positions.

The net positions must be covered by own funds (Eigenmittel) that are not required to cover counter-
party risk. Own funds consist of regulatory banking capital (Tier | plus Tier Il capital) and Tier Il capital.
The calculation of net positions must be made in accordance with specific rules set forth in Principle |
or, at the request of a bank, in whole or in part in accordance with the bank'’s internal risk rating models
approved by BaFin. As a trading book institution (Handelsbuchinstitut), Commerzbank operates an
internal risk rating model which has been approved by the BaFin and pursuant to which most of the
bank’s market risk positions are calculated.

At the close of each business day, a bank’s total amount counted for market risk positions must not
exceed the sum of:

e the difference between the bank’s regulatory banking capital and 8 % of its aggregate amount of
riskweighted risk assets; and

e the bank’s Tier lll capital.

Tier Il capital consists of the following items:

e Net profits. Net profits are defined as the proportionate profit of a bank which would result from
closing all trading book positions at the end of a given day minus all foreseeable expenses and dis-
tributions and minus losses resulting from the investment book which would likely arise upon a
liquidation of the bank.

e Short-term subordinated debt. This debt must meet certain criteria, including a minimum term of
two years, subordination to the rights of all unsubordinated creditors in the event of insolvency or
liquidation of the bank and suspension of the payment of interest and principal if such payment
would result in a breach of the own funds requirements applicable to the bank.

Net profits and short-term subordinated debt qualify as Tier Ill capital only up to an amount which,
together with the Tier Il capital not required to cover risks arising from the investment book (as
described below), does not exceed 250 % of the core capital required to cover risks arising from the
investment book.

The German Banking Act defines the investment book as all positions and transactions, which are not
part of the trading book. The trading book is defined as consisting primarily of the following:

e financial instruments (such as securities and derivatives) that a bank holds in its portfolio for resale
or that a bank acquires to exploit existing or expected spreads between the purchase and sale price
or price and interest rate movements;

e positions and transactions for the purpose of hedging market risks arising from the trading book and
related refinancing transactions;

e transactions subject to the designation of the counterparty (Aufgabegeschéfte);

e payment claims in the form of fees, commissions, interest, dividends and margins directly linked to
trading book positions; and

e repurchase, lending and similar transactions related to trading book positions.
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The Basel Il Capital Accord

The capital adequacy requirements applicable to Commerzbank are based upon the 1988 capital
accord of the Basel Committee. The Basel Committee is a committee of representatives of central
banks and bank supervisors/regulators from major industrialized countries that develops core princi-
ples that each country’s supervisors can use to determine the supervisory policies they apply. In Jan-
uary 2001, the Basel Committee published proposals for an overhaul of the existing international capital
adequacy standards. The two principal goals of the proposals were: (i) to align capital requirements
more closely with the underlying risks; and (ii) to introduce a capital charge for operational risk (com-
prising, among other things, risks related to certain external factors, as well as to technical errors and
errors of employees). Following extensive negotiations the proposals have been adopted by the Basel
Committee in June 2004 and are expected to become effective as of year-end 2006 or with regard to
the most advanced approaches for risk evaluation as of year-end 2007.

The Basel Il Framework comprises three pillars. The first pillar represents a significant amendment of
the minimum requirements under the 1988 Accord. It requires higher levels of capital for those bor-
rowers which present higher levels of credit risk, and vice versa. Moreover, an explicit capital charge
for a bank’s exposure to the risk of losses caused by failures in systems, processes or staff or by exter-
nal disasters is established. Capital charges are aligned more closely to a bank's own measures of its
exposures to credit and operational risk. The second pillar provides for a supervisory review of bank’s
internal assessments of their overall risks to ensure that the management is exercising sound judge-
ment and has set aside adequate capital for its risks. The third pillar shall enhance the degree of trans-
parency in banks’ public reporting.

In October 2005, the European Commission has issued its revised proposals for directives of the Euro-
pean Parliament and of the Council re-casting the Banking Directive (2000/12/EC) and the Capital Ade-
quacy Directive (93/6/EEC) which shall implement the Basel Il Framework in a coherent manner
throughout the EU. Following implementation of the aforementioned proposals, Commerzbank may
need to maintain higher levels of capital for bank regulatory purposes, which could increase its financ-
Ing costs.

Regulation of financial conglomerates

Financial groups which offer services and products in various financial sectors (credit institutions, insur-
ance firms and investment firms) are subject to supplementary supervision once certain thresholds
have been exceeded. Until the end of 2004, a group-wide supervision for credit institutions, insurance
firms and investment firms belonging to such a conglomerate existed in Germany only within the
respective sector (bank or insurance sector). In order to ensure a supplementary supervision of finan-
cial groups engaging in cross-sector financial activities, the directive 2002/87/EC of the European Par-
liament and of the Council of 16 December 2002 on the supplementary supervision of credit institu-
tions, insurance and investment firms in a financial conglomerate has been released which was imple-
mented into German law by the German Financial Conglomerates Directive Implementation Act
(Finanzkonglomeraterichtlinie-Umsetzungsgesetz) of 21 December 2004. The aforementioned Act
took effect as of 1 January 2005. The supplementary supervision applies to conglomerates which en-
gage in substantial cross-sector activities. The supervision on the level of the conglomerate comprises
requirements regarding solvability, risk concentration, transactions within the group, internal risk man-
agement and the reliability and professional suitability of the management. Due to its structure the
Commerzbank Group at present does not qualify as a financial conglomerate under the aforemen-
tioned Act.

Consolidated Regulation and Supervision

The German Banking Act’s provisions on consolidated supervision require that each group of institu-
tions (/nstitutsgruppe) taken as a whole meets the own funds requirements. Under the German Bank-
ing Act, a group of institutions consists of a credit institution or financial services institution, having its
corporate seat in the Federal Republic of Germany as the parent company, and all other credit institu-
tions, financial services institutions, financial enterprises and ancillary bank service enterprises which
are subsidiaries or on which the parent company can otherwise exert a controlling influence. Special
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rules apply to so-called qualified minority participations in another credit institution, financial services
institution, financial enterprise or ancillary bank service enterprise. Moreover, banks are authorized to
consolidate entities which would not be subject to consolidation upon application of the rules described
above, on a voluntary basis.

The consolidation of the Commerzbank Group according to the guidelines of the Basel Committee
(BIS) comprises only subsidiaries which are institutions, financial enterprises or ancillary bank service
enterprises.

Liquidity Requirements

The German Banking Act requires German banks and certain financial services institutions to invest
their funds so as to maintain adequate liquidity at all times. Principle Il prescribes these specific liquid-
ity requirements applicable to banks and to certain financial services institutions. The liquidity require-
ments set forth in Principle Il are based on a comparison of the remaining terms of certain assets and
liabilities. Principle Il requires maintenance of a ratio (Liguiditdtskennzahl or “one-month liquidity ratio”)
of liquid assets to liquidity reductions falling due during the month following the date on which the ratio
is determined of at least one. German banks and certain financial services institutions are required to
report the one-month liquidity ratio and estimated liquidity ratios for the next eleven months to BaFin
and the German Central Bank on a monthly basis. The liquidity requirements set forth in Principle Il do
not apply on a consolidated basis.

Limitations on Large Exposures

The German Banking Act and the Large Exposure Regulation (Grosskredit- und Millionenkreditverorad-
nung) limit a bank’s concentration of credit risks on an unconsolidated and a consolidated basis through
restrictions on large exposures (Grosskredite).

Commerzbank is subject to the large exposure rules applicable to trading book institutions. These rules
contain separate restrictions for large exposures related to the investment book (investment book
large exposures) and aggregate large exposures (aggregate book large exposures) of a bank or group
of institutions.

Investment book large exposures are exposures incurred in the investment book and related to a single
client (and persons affiliated with it) that equal or exceed 10 % of a bank’s or group’s regulatory banking
capital.

Individual investment book large exposures must not exceed 25 % of the bank’s or group’s regulatory
banking capital (20 % in the case of exposures to affiliates of the bank that are not consolidated for
regulatory purposes).

Aggregate book large exposures are created when the sum of investment book large exposures and
the exposures incurred in the trading book related to a client (and persons affiliated with it) (trading
book large exposures) equals or exceeds 10 % of the bank’s or group’s own funds. The 25 % limit
(20% in the case of unconsolidated affiliates), calculated by reference to a bank’s or group’s own
funds, also applies to aggregate book large exposures. Exposures incurred in the trading book include:

¢ the net amount of long and short positions in financial instruments involving interest rate risk (inter-
est net positions);

e the net amount of long and short positions in financial instruments involving equity price risk (equity
net positions); and

e the counterparty risk arising from positions in the trading book.
In addition to the above limits, the total investment book large exposures must not exceed eight times

the bank’s or group’s regulatory banking capital, and the aggregate book large exposures must not
exceed in the aggregate eight times the bank’s or group’s own funds.
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A bank or group of institutions may exceed these ceilings only with the prior approval of BaFin. In such
a case, the bank or group is required to support the amount of the large exposure that exceeds the
ceiling with regulatory banking capital (in the case of ceilings calculated with respect to regulatory
banking capital) or with own funds (in the case of ceilings calculated with respect to own funds) on a
one-to-one basis.

Furthermore, total trading book exposures to a single client (and persons affiliated with it) must not
exceed five times the bank's or group’s own funds, to the extent such own funds are not required to
meet the capital adequacy requirements with respect to the investment book. Total trading book expo-
sures to a single client (and persons affiliated with it) in excess of the aforementioned limit are not
permitted.

Limitations on Qualified Participations

The German Banking Act places limitations on the investments of deposit-taking credit institutions in
enterprises outside the financial and insurance industry, where such investment (called a “qualified
participation”):

e directly or indirectly amounts to 10 % or more of the capital or voting rights of an enterprise; or

e would give the owner significant influence over the management of the enterprise.

Participations that meet the above requirements are not counted as qualified participations if the bank
does not intend for the participation to establish a permanent relationship with the enterprise in which
the participation is held. For purposes of calculating qualified participations, all indirect participations
held by a bank through one or more subsidiaries are fully attributed to the Bank.

The nominal value of a bank's qualified participation in an enterprise must not exceed 15 % of the
bank’s regulatory banking capital. Furthermore, the aggregate nominal value of all qualified participa-
tions of a bank must not exceed 60 % of the bank’'s regulatory banking capital. A bank may exceed
those ceilings only with BaFin's approval. The bank is required to support the amount of the qualified
participation or participations that exceed a ceiling with regulatory banking capital on a one-to-one
basis.

The limitations on qualified participations also apply on a consolidated basis.

Financial Statements and Audits

German GAAP for banks primarily reflect the requirements of the German Commercial Code (Handels-
gesetzbuch) and the Regulation on Accounting by Credit Institutions (Verordnung tber die Rechnungs-
legung der Kreditinstitute). The Regulation on Accounting by Credit Institutions requires a uniform for-
mat for the presentation of financial statements for all banks. Under German law, Commerzbank is
required to be audited annually by a certified public accountant (Wirtschaftsprtifer). BaFin must be
informed of and may reject the accountant’s appointment.

The German Banking Act requires that a bank’s accountant inform BaFin of any facts that come to the
accountant’s attention that would lead it to refuse to certify or to limit its certification of the bank’s
annual financial statements or which would adversely affect the financial position of the bank. The
accountant is also required to notify BaFin in the event of a material breach by management of the
bank'’s articles of association or of any other applicable law.

The accountant is required to prepare a detailed and comprehensive annual audit report (Priifungs-
bericht) for submission to the bank’s administrative board, BaFin and the German Central Bank.
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Reporting Requirements

BaFin and the German Central Bank require German banks to file comprehensive information in order
to monitor compliance with the German Banking Act and other applicable legal requirements and to
obtain information on the financial condition of banks. Compliance with the capital adequacy require-
ments is determined on the basis of the periodic reporting.

Internal Auditing

BaFin requires every German bank to have an effective internal auditing department. The internal audit-
ing department must be adequate in size and quality and must establish adequate procedures for mon-
itoring and controlling the bank’s activities.

Banks are also required to have a written plan of organization that sets forth the responsibilities of the
employees and operating procedures. The bank’s internal audit department is required to monitor com-
pliance with the plan.

Investigations and Official Audits

BaFin conducts audits of banks on a random basis, as well as for cause. It may require banks to furnish
information and documents in order to ensure that the bank is complying with the German Banking Act
and its regulations. BaFin may conduct investigations without having to state a reason for its investiga-
tion.

BaFin may also conduct investigations at a foreign entity that is part of a bank’s group for regulatory
purposes in order to verify data on consolidation, large exposure limitations and related reports. Inves-
tigations of foreign entities are limited to the extent that the law of the jurisdiction where the entity is
located restricts such investigations.

BaFin may attend meetings of a bank’s administrative board and shareholders’ meetings. It also has the
authority to require that such meetings be convened.

Enforcement Powers

BaFin has a wide range of enforcement powers in the event it discovers any irregularities. It may
remove the bank’'s managers from office or prohibit them from exercising their current managerial
capacities. If a bank’s own funds are inadequate or if a bank does not meet the liquidity requirements
and the bank fails to remedy the deficiency within a given period, then BaFin may prohibit or restrict the
bank from distributing profits or extending credit. This prohibition also applies to the parent bank as the
superior entity of a group of institutions in the event that the own funds of the group are inadequate on
a consolidated basis. If a bank fails to meet the liquidity requirements, BaFin may also prohibit the bank
from making further investments in illiquid assets.

If a bank is in danger of defaulting on its obligations to creditors, BaFin may take emergency measures
to avert default. These emergency measures may include:

e issuing instructions relating to the management of the bank;

e prohibiting the acceptance of deposits and the extension of credit;

e prohibiting or restricting the bank’s managers from carrying on their functions; and

e appointing supervisors.

If these measures are inadequate, BaFin may revoke the bank’s license and, if appropriate, order the
closure of the bank.
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To avoid the insolvency of a bank, BaFin may prohibit payments and disposals of assets, close the
bank’s customer services, and prohibit the bank from accepting any payments other than payments of
debts owed to the bank. Only BaFin may file an application for the initiation of insolvency proceedings
against a bank.

Violations of the German Banking Act may result in criminal and administrative penalties.
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TAXATION

THE FOLLOWING STATEMENTS ABOUT U.S. FEDERAL TAX ISSUES ARE MADE TO SUPPORT
MARKETING OF THE TRUST PREFERRED SECURITIES. NO TAXPAYER CAN RELY ON THEM TO
AVOID U.S. TAX PENALTIES. EACH PROSPECTIVE PURCHASER SHOULD SEEK ADVICE FROM
AN INDEPENDENT TAX ADVISOR ABOUT THE TAX CONSEQUENCES UNDER ITS OWN PARTIC-
ULAR CIRCUMSTANCES OF INVESTING IN TRUST PREFERRED SECURITIES UNDER THE LAWS
OF GERMANY, THE UNITED STATES AND ITS CONSTITUENTJURISDICTIONS AND ANY OTHER
JURISDICTION WHERE THE PURCHASER MAY BE SUBJECT TO TAXATION.

Certain U. S. Federal Income Tax Considerations

The following is a summary based on present law of certain U. S. federal income tax considerations for
a prospective purchaser of the Trust Preferred Securities. This summary addresses only the tax consid-
erations for a prospective purchaser that acquires Trust Preferred Securities on their original issue at
their original offering price (a “Trust Preferred Securityholder”) and that is not a U.S. Person (a
“Non-U.S. Holder”). For this purpose, a U.S. Person is (i) a citizen or resident of the United States of
America, (ii) a corporation, partnership or other entity created or organized in or under the laws of the
United States of America or its political subdivisions, (iii) an estate the income of which is subject to
U.S. federal income taxation regardless of its source or (iv) a trust subject to the control of a U. S. per-
son and the primary supervision of a U. S. court.

This summary does not address all tax considerations for a beneficial owner of the Trust Preferred
Securities and does not address the tax consequences to a Non-U. S. Holder in special circumstances.
For example, this summary does not address a Non-U. S. Holder subject to U. S. federal income tax on
a net income basis. This summary is based upon the Code, income tax regulations, including tempo-
rary and proposed regulations, promulgated under the Code by the United States Treasury Depart-
ment, as such regulations may be amended from time to time (including corresponding provisions of
succeeding regulations) (“Treasury Regulations”), IRS rulings and pronouncements and judicial deci-
sions as of the date hereof, all of which are subject to change (possibly with retroactive effect).

Prospective investors should note that no rulings have been or are expected to be sought from the IRS
with respect to the tax treatment of the Trust Preferred Securities and no assurance can be given that
the IRS will not take contrary positions. Moreover, no assurance can be given that the tax conse-
qguences described herein will not be challenged by the IRS or, if challenged, that such a challenge
would not be successful.

Tax Treatment of the Trust and the Company

Assuming full compliance with the terms of the Trust Agreement and the LLC Agreement (and certain
other transaction documents described herein), neither the Trust nor the Company will be classified for
U.S. federal income tax purposes as a corporation or be subject to U.S. federal income tax.

In purchasing the Trust Preferred Securities, each Trust Preferred Securityholder agrees with the Bank,
the Company and the Trustee that the Bank, the Company, the Trustee and the Trust Preferred Secur-
ityholders for all U.S. federal income tax purposes will treat the Trust as a grantor trust and the Trust
Preferred Securityholders as holders of an undivided interest in the Trust assets, including the Com-
pany Class B Preferred Securities, and not as holders of an interest in the Bank or in any other person.
The Bank will treat the Company as a partnership for all U. S. federal income tax purposes. The follow-
ing assumes that such treatments are correct.

Income and Withholding Tax

The Company intends to operate so that it will not be treated as engaged in the conduct of a trade or
business within the United States of America. The Company will hold only obligations the interest from
which is not from U.S. sources. Accordingly, a Non-U.S. Holder will not be subject to withholding of
U.S. federal income tax on payments in respect of the Trust Preferred Securities and a Non-U. S. Holder
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also will not be subject to U.S. federal income tax on its allocable share of the Company's income un-
less such income is effectively connected with the conduct by the Non-U. S. Holder of a trade or busi-
ness within the United States of America.

A Non-U. S. Holder will not be subject to U. S. withholding tax on gain realized on the sale or exchange
of the Trust Preferred Securities. A Non-U. S. Holder also will not be subject to U.S. federal income tax
on such gain, unless (i) such gain is effectively connected with the conduct by the Non-U. S. Holder of a
trade or business within the United States of America or (ii) in the case of gain realized by an individual
Non-U. S. Holder, the Non-U. S. Holder is present in the United States of America for 183 days or more
in the taxable year of the sale and certain other conditions are met.

Backup Withholding

Backup withholding may apply to payments to, and proceeds of disposition by a non-corporate holder.
However, in general, no backup withholding will be required for payments to Non-U.S. Holders that
provide proper certification of foreign status. Even without such certification, backup withholding will
not apply to payments made outside the United States of America to a Non-U.S. bank account.
Amounts withheld under the backup withholding rules will be allowed as a refund or credit against the
holder’s U.S. federal income tax liability, provided certain required information is furnished to the IRS.

German Taxation

The following is a discussion of certain German tax considerations that may be relevant to a holder of
Trust Preferred Securities that is a resident of Germany or for which income in respect of the Trust
Preferred Securities is regarded as income from German sources, e.g., because such Trust Preferred
Securities form part of the business property of a permanent establishment or fixed base maintained in
Germany (a “German Holder”). The information contained in this summary is not to be construed as
tax advice. It is based on an interpretation of the German tax laws as of the date hereof and is subject
to change. Any such change may be applied retroactively and may adversely affect the tax conse-
quences described herein. This summary does not purport to deal with all aspects of taxation that may
be relevant to investors in the light of their individual circumstances. Prospective investors are advised
to consult their own tax advisors with respect to the tax consequences of purchasing, holding, redeem-
ing or disposing of Trust Preferred Securities.

Income Taxation

Trust Capital Payments, including Trust Capital Payments having accrued up to the disposition of a Trust
Preferred Security and being credited separately, received by a German Holder with respect to the
Trust Preferred Securities will be subject to German personal or corporate income tax (plus a “Solidar-
ity surcharge” thereon, which is currently levied at 5.5 %), and, in the case of a German Holder who is
an individual, may be subject to church tax. Upon the sale or redemption of the Trust Preferred Secu-
rities, a German Holder will also be required to include in its taxable income the difference between the
amount realized on such sale or redemption and the cost of acquisition (or adjusted tax base) of the
Trust Preferred Securities. Income derived from the Trust Preferred Securities will also be subject to
German municipal trade tax on income (Gewerbeertragsteuer) if the Trust Preferred Securities form
part of the property of a German business establishment for trade tax purposes or are held by a Ger-
man corporate investor.

A German Holder who is an individual and does not hold the Trust Preferred Securities as a business
asset will be entitled to a standard deduction (Werbungskosten-Pauschbetrag) of € 51 in computing his
or her investment income (including income derived from the Trust Preferred Securities) as well as an
exemption (Sparer-Freibetrag) of € 1,370 with respect to such investment income (€ 102 and € 2,740
respectively, for married couples). Such holders of Trust Preferred Securities can take advantage of the
savers’ tax exemption for the Trust Capital Payments they receive, unless the Trust Preferred Securities
are attributable to their German business assets, if the holder of Trust Preferred Securities files a certi-
ficate of exemption (Freistellungsauftrag) with the German Disbursing Agent. In this case, the German
Disbursing Agent will not withhold tax up to the amount shown in the certificate of exemption (see the
maximum amounts above) taking into account other income from capital investments. As well, the
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German Disbursing Agent will not withhold any tax, if the holder of Trust Preferred Securities sub-
mitted a certificate of non-assessment (Nichtveranlagungsbescheinigung) issued by the local tax office
to the German Disbursing Agent.

German Withholding Tax

If the Trust Preferred Securities are kept in a custodial account maintained by a German Holder with a
German bank or a German financial services institution, each as defined in the German Banking Act
(Gesetz Uiber das Kreditwesen) (including a German branch of a foreign bank or a foreign financial serv-
ices institution, but excluding a foreign branch of a German bank or German financial services institu-
tion) (a “German Disbursing Agent”), the German Disbursing Agent will generally be required to
withhold tax (Zinsabschlagsteuer at a rate of 30% (plus solidarity surcharge thereon at a rate of
5.5 %, resulting in an aggregate withholding rate of 31.65 %) of the gross amount paid as income with
respect to the Trust Preferred Securities. Upon the sale or redemption of the Trust Preferred Securities,
a German Disbursing Agent will generally be required to withhold tax at an aggregate rate of 31.65 %
on:

(i) the excess of the sale or redemption proceeds of the Trust Preferred Securities over the holder’s
acquisition cost, if the Trust Preferred Securities have been acquired through or purchased from
and have since been held in custody with such German Disbursing Agent, or

(i) an amount equal to 30 % of the sale or redemption proceeds of the Trust Preferred Securities, if the
Trust Preferred Securities have not been so held with such German Disbursing Agent.

Tax withheld by the German Disbursing Agent will be credited against the German Holder’s final liability
for personal or corporate income tax or refunded if in excess of such final tax liability.

Non-Residents

Interest, including accrued Interest, paid to a holder of Trust Preferred Securities not resident in Ger-
many will not be taxable in Germany, and no tax will be withheld (even if the Trust Preferred Securities
are kept with a German Disbursing Agent) so long as the Trust Preferred Securities are not held as a
business asset of a German permanent establishment of the holder of the Trust Preferred Securities
and the interest income of such Trust Preferred Securities does not otherwise constitute German
source income (such as income from the letting and leasing of certain German situs property). Other-
wise, the holder of Trust Preferred Securities not resident in Germany will be subject to a tax regime
similar to that described above.

Gift and Inheritance Taxation

The gratuitous transfer of the Trust Preferred Securities by a holder as a gift or by reason of death is
subject to German gift or inheritance tax, based on the market value of the Trust Preferred Securities
at the time of the transfer, if the holder of the Trust Preferred Securities or the recipient is a resident, or
deemed to be a resident, of Germany. German gift or inheritance tax is also levied if the Trust Preferred
Securities form part of the property of a permanent establishment or a fixed base maintained by the
holder of the Trust Preferred Securities in Germany. Double taxation treaties may provide for excep-
tions to the domestic inheritance and gift tax regulations.

Other German Taxes

There are no German transfer, stamp or other similar taxes which would apply to the sale or transfer of
the Trust Preferred Securities.

Irish Taxation

The following is a general outline of certain Irish tax considerations relating to the purchasing, owning
and disposing of the Trust Preferred Securities based on current law and practice in Ireland. It does not
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purport to be a complete analysis of all Irish tax considerations relating to the Trust Preferred Securities.
It relates to the positions of persons who are the absolute beneficial owners of the securities and may
not apply to certain classes of persons such as dealers, persons who hold such securities in connec-
tion with a trade and certain tax exempt bodies. This general summary is based upon Irish taxation
laws currently in force, regulations promulgated thereunder, specific proposals to amend any of the
foregoing publicly announced prior to the date hereto and the currently published administrative prac-
tices of the Irish Revenue Commissioners, all as of the date hereof. Taxation laws are subject to
change, from time to time, and no representation is or can be made as to whether such laws will
change or what impact, if any, such changes will have on the statements contained in this summary. It
is assumed for the purposes of this summary that any proposed amendments will be enacted in the
form proposed. No assurance can be given that proposed amendments will be enacted as proposed or
that legislation or judicial changes or changes in administrative practice will not modify or change the
statements expressed herein.

This summary is of a general nature only. It does not constitute tax or legal advice and does not discuss
all aspects of Irish taxation that may be relevant to any particular holder of Trust Preferred Securities.

HOLDERS OF TRUST PREFERRED SECURITIES ARE ADVISED TO CONSULT THEIR OWN TAX
ADVISERS WITH RESPECT TO THE APPLICATION OF IRISH TAXATION LAWS TO THEIR PARTIC-
ULAR CIRCUMSTANCES IN RELATION TO THE PURCHASE, OWNERSHIP OR DISPOSITION OF
TRUST PREFERRED SECURITIES.

Irish Resident Persons

Material Interest in an Offshore Fund

If the Trust Preferred Securities were considered to be a material interest in an offshore fund, tax on
any Trust Capital Payments received annually or at more frequent intervals will be at 20 % (the standard
rate) and tax on the gain on redemption of the securities would be at a rate of 23 % (the standard rate
plus 3 %) provided appropriate details regarding the acquisition of the interest were included in the
resident persons’ tax return. It is assumed that the Trust Preferred Securities will not be regarded as a
material interest in an offshore fund because at the time of their acquisition it cannot be reasonably
expected that their value is capable of being realised within 7 years.

Income Tax

An lIrish resident or ordinary resident person (individual and corporate) is taxable in Ireland on their
worldwide income. An Irish resident individual is someone who is present in Ireland for 183 days in a
calendar year or 280 days over two years. Ordinary residence denotes a pattern of residence. An
individual becomes ordinarily resident in Ireland where they have been Irish resident for the previous
three years. Different rules apply to determine the tax residence of companies. Any Trust Capital Pay-
ments received by them on the Trust Preferred Securities will be taxable at the marginal rate in the
case of individuals (20 % or 42 % depending on their circumstances) or 25 % in the case of corporates.

Encashment Tax

A paying agent in Ireland who obtains Trust Capital Payments from the Trust Preferred Securities on
behalf of an investor may be required to withhold Irish tax at the standard rate (20 %).

Withholding Tax

There is no requirement to withhold tax other than that earlier outlined (Encashment Tax) in respect of
Trust Capital Payments made on the Trust Preferred Securities.
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Capital Gains Tax

On redemption of the Trust Preferred Securities, to the extent not already brought within the charge to
Irish income tax, an lIrish resident person is subject to capital gains tax on any gain over the original
amount subscribed at a rate of 20 %, subject to certain exemptions and reliefs.

Capital Acquisitions Tax (CAT)

A gift or bequest of the Trust Preferred Securities may give rise to a liability to Irish gift or inheritance
tax in the hands of the disponee or successor if either the disponer or the successor is resident or
ordinary resident in Ireland. CAT is a tax imposed primarily on the beneficiary. It is payable at a rate of
20 % on the taxable value of the gift or inheritance subject to tax free thresholds. Gifts and inheritances
between spouses are exempt from CAT.

Stamp Duty
No stamp duty will be payable on issue of the Trust Preferred Securities. No Irish stamp duty will be
chargeable on a conveyance or transfer of the Trust Preferred Securities provided that the conveyance

or transfer is not executed in Ireland and does not relate to any Irish land or to anything to be done in
Ireland.

Non-Irish Resident Persons

Income Tax

Persons who are neither resident nor ordinarily resident in Ireland are liable to Irish income tax only on
Irish source income unless specifically exempted. Trust Capital Payments received from the Trust Pre-
ferred Securities will not be regarded as Irish source income and therefore not liable to Irish income
tax.

Encashment Tax

An agent in Ireland who obtains Trust Capital Payments from the Trust Preferred Securities on behalf of
an investor may be required to withhold tax at the standard rate (20 %) unless the agent is supplied
with a non-resident declaration in a form approved by the Irish Revenue.

Withholding Tax

There is no requirement to withhold tax other than that earlier outlined (Encashment Tax) in respect of
Trust Capital Payments made on the Trust Preferred Securities.

Capital Gains Tax

A person neither resident nor ordinarily resident in Ireland will not be subject to Irish capital gains tax on
disposal of the Trust Preferred Securities.

Capital Acquisitions Tax (CAT)

A gift or bequest of the Trust Preferred Securities should not give rise to a liability to Irish gift or inheri-
tance tax in the hands of the disponee or successor unless either the disponer or the successor is
resident or ordinary resident in Ireland. CAT is a tax imposed primarily on the beneficiary. It is payable

at a rate of 20 % on the taxable value of the gift or inheritance subject to tax free thresholds. Gifts and
inheritances between spouses are exempt from CAT.
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A non-domiciled person will not be treated as resident or ordinarily resident in Ireland except where
that person has been resident in Ireland for the five consecutive years of assessment immediately pre-
ceding the year of assessment in which the date of the gift or inheritance falls.

Stamp Duty

No stamp duty will be payable on issue of the Trust Preferred Securities. No Irish stamp duty will be
chargeable on a conveyance or transfer of the Trust Preferred Securities provided that the conveyance
or transfer is not executed in Ireland and does not relate to any Irish land or to anything to be done in
[reland.

EU Savings Tax Directive

On 3 June 2003 the ECOFIN Council of the European Union (“Council”) agreed on the final wording of
the directive on the taxation of savings income (“EU Directive”). The EU Directive obliges all EU Mem-
ber States with the exception of Austria, Luxembourg and Belgium to introduce a system for the auto-
matic exchange of information on cross-border interest payments made within the European Union to
natural persons in another member state.

Austria, Luxembourg and Belgium will be allowed to levy a withholding tax on such payments in lieu of
exchanging information. The rate of the withholding tax is initially 15 % and will rise successively to
35% until 2011. 75 % of the proceeds derived from this withholding tax on interest payments will be
passed on by Austria, Belgium and Luxembourg to the countries of residence of these natural persons.
The agreement of 3 June 2003 does not necessarily commit Austria, Luxembourg and Belgium to
move to an automatic information-exchange system after 2011, but makes this move dependent upon
the Council's agreeing unanimously that the USA has committed itself to an exchange of information
and on the EU’s unanimously reaching agreement on satisfactory information-exchange arrangements
with Switzerland, Monaco, Liechtenstein, Andorra, San Marino and the associated territories of the EU-
member states.

The Directive is to be applied for the first time as of 1 July 2005. By legislative regulations dated

26 January 2004 the Federal Government enacted the provisions for implementing the directive into
German law which also applies from 1 July 2005 on.
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SUBSCRIPTION AND SALE

Subject to the terms and conditions set forth in the subscription agreement to be entered into among
the Bank, the Company, the Trust and the Lead Managers (the “Subscription Agreement”), the Trust
will agree to sell to the Lead Managers and the Lead Managers will agree to purchase the Trust Pre-
ferred Securities at a price of 100 % (equivalent to € 50,000 per Trust Preferred Security).

The Trust Preferred Securities will be delivered to investors, in book-entry form, against payment on
the second business day following the Issue Date. Payment and delivery will be effected through
Clearstream Frankfurt.

Pursuant to the Subscription Agreement, the Bank will (i) pay the Lead Managers a combined manage-
ment, underwriting and selling commission and (ii) reimburse the Lead Managers for certain expenses
of the Offering. Each of the Company, the Trust and the Bank has agreed to indemnify the Lead Man-
agers against certain liabilities.

The Lead Managers or their affiliates have provided from time to time, and expect to provide in the
future, investment services to the Commerzbank Group, for which the Lead Managers or their affili-
ates have received or will receive customary fees and commissions.

Other than disclosed in this Prospectus, there are no interests of natural and legal persons involved in
the issue, including conflicting ones, that are material to the issue.

Selling Restrictions

United States of America

Each of the Lead Managers has represented and agreed that, except as permitted by the Subscription
Agreement, it will not offer or sell the Trust Preferred Securities within the United States of America or
to, or for the account or benefit of, U. S. persons (i) as part of its distribution at any time or (ii) otherwise
until 40 days after the later of the closing date and the completion of the distribution of the Trust Pre-
ferred Securities, and it will send to each dealer to which it sells Trust Preferred Securities during the
40-day distribution compliance period a confirmation or other notice setting forth the restrictions on
offers and sales of the Trust Preferred Securities within the United States of America or to, or for the
account or benefit of, U. S. persons. Terms used in this paragraph have the meanings given to them by
Regulation S under the Securities Act.

In addition, until 40 days after the commencement of the offering, an offer or sale of the Trust Preferred
Securities within the United States of America by any dealer (whether or not participating in the offer-
ing) may violate the registration requirements of the Securities Act.

The Trust Preferred Securities may not be purchased by or transferred to any employee benefit, plan
subject to Title | of the U.S. Employee Retirement Income Security Act of 1974, as amended, any plan
or arrangement subject to Section 4975 of the Code, or any entity whose underlying assets include the
assets of any such employee benefit plans, plan or arrangements.

United Kingdom
Each of the Lead Managers has represented, warranted and agreed that:

(i) it has only communicated or caused to be communicated and will only communicate or cause to be
communicated any invitation or inducement to engage in investment activity (within the meaning of
section 21 of the Financial Services and Markets Act 2000, as amended from time to time (“FSMA”))
received by it in connection with the issues or sale of any Trust Preferred Securities in circumstances in
which section 21(1) of the FSMA does not apply to the Trust of the Company; and
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(i) it has complied and will comply with all applicable provisions of the FSMA with respect to anything
done by it in relation to the Trust Preferred Securities in, from or otherwise involving the United King-
dom.

European Economic Area

In relation to each Member State of the European Economic Area(*) which has implemented the Pro-
spectus Directive (each, a “Relevant Member State”), each Lead Manager has represented and
agreed that with effect from and including the date on which the Prospectus Directive is implemented
in that Relevant Member State (the Relevant Implementation Date) it has not made and will not make
an offer of Trust Preferred Securities to the public in that Relevant Member State prior to the publica-
tion of a prospectus in relation to the Trust Preferred Securities which has been approved by the com-
petent authority in that Relevant Member State in accordance with the Prospectus Directive or, where
appropriate, published in another Relevant Member State and notified to the competent authority in
that Relevant Member State in accordance with Article 18 of the Prospectus Directive, except that it
may, with effect from and including the Relevant Implementation Date, make an offer of Trust Preferred
Securities to the public in that Relevant Member State at any time:

(a) to legal entities which are authorised or regulated to operate in the financial markets or, if not so
authorised or regulated, whose corporate purpose is solely to invest in securities;

(b) to any legal entity which has two or more of (1) an average of at least 250 employees during the last
financial year; (2) a total balance sheet of more than € 43,000,000 and (3) an annual turnover of
more than € 50,000,000, as shown in its last annual or consolidated financial statements; or

(c) in any other circumstances which do not require the publication by the Trust of a prospectus pur-
suant to Article 3 of the Prospectus Directive.

For the purposes of this provision, the expression an “offer of Trust Preferred Securities to the public”
in relation to any Trust Preferred Securities in any Relevant Member State means the communication in
any form and by any means of sufficient information on the terms of the offer and the Trust Preferred
Securities to be offered so as to enable an investor to decide to purchase or subscribe the Trust Pre-
ferred Securities, as the same may be varied in that Member State by any measure implementing the
Prospectus Directive in that Member State and the expression “Prospectus Directive” means Direc-
tive 2003/71/EC and includes any relevant implementing measure in each Relevant Member State.

Ireland

Each Lead Manager has represented and agreed that it has complied with, and will comply with, all
applicable provisions and/or codes of practice made pursuant to the terms of the Investment Interme-
diaries Act, 1995 of Ireland (as amended) and, where applicable, Section 117 of the Central Bank Act,
1989 (as amended) with respect to anything done by it in relation to the Trust Preferred Securities if
operating in or otherwise involving Ireland.

General

In addition to the specific restrictions set out above, each Lead Manager agrees that it will observe all
applicable provisions of law in each jurisdiction in or from which it may offer Trust Preferred Securities
or distribute any offering material.

(*) The EU plus Iceland, Norway and Liechtenstein.
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GENERAL INFORMATION

Subject of this Prospectus

The subject of this Prospectus are the 20,000 noncumulative Trust Preferred Securities, liquidation pre-
ference amount € 50,000 per Trust Preferred Security, which represent beneficial interests in the
assets of Commerzbank Capital Funding Trust |, a statutory trust created under the laws of the State
Delaware, United States of America.

Clearing

The Trust Preferred Securities will be initially evidenced by a temporary global certificate, interests in
which will be exchangeable for interests in a permanent global certificate not earlier than 40 days after
the Issue Date upon certification of non-U.S. beneficial ownership by or on behalf of the holders of
such interests. The global certificates evidencing the Trust Preferred Securities will be deposited with
and registered in the name of Clearstream Frankfurt for credit to the accountholders of Clearstream
Frankfurt, including Euroclear and Clearstream Luxembourg. Beneficial interests in the Trust Preferred
Securities will be shown only on, and transfers thereof will be effected only through, book-entry
records maintained by Clearstream Frankfurt.

Clearing Codes

The Trust Preferred Securities have been accepted for clearance through the facilities of Euroclear,
Clearstream Luxembourg and Clearstream Frankfurt under the following clearance codes:

[SIN: DEOOOAOGPYR7
Common Code: 024862780

German Security Code (WKN):  AOGPYR

Issue Date

The Trust Preferred Securities will be issued on 30 March 2006. The rights attached to the Trust Pre-
ferred Securities take effect as of such Issue Date.

Yield to Maturity

There is no explicit yield to maturity. The Trust Preferred Securities do not carry a fixed date for redemp-
tion and the Trust and the Company are not obliged, and under certain circumstances are not per-
mitted, to make payments on the Trust Preferred Securities and Company Class B Preferred Securities
at the full stated rate.

Listing Documents for Inspection

Application has been made to IFSRA, as competent authority under Directive 2003/71/EC, for this Pro-
spectus to be approved. Application has been made to the Irish Stock Exchange for the Trust Preferred
Securities to be admitted to the Official List of the Irish Stock Exchange and traded on its regulated
market. The Trust Preferred Securities are expected to be traded from 30 March 2006 on. At the date
of this Prospectus it is intended to subsequently make an application to list the Trust Preferred Secu-
rities on the official market (amtlicher Markt) of the Frankfurt Stock Exchange. So long as the Trust Pre-
ferred Securities are listed on the Official List of the Irish Stock Exchange and the official market (amt-
licher Markt) of the Frankfurt Stock Exchange, the Trust will maintain a paying agent in each of Dublin,
I[reland and Frankfurt am Main, Federal Republic of Germany.
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At any time during the term of the Trust Preferred Securities the most recently published consolidated
and non-consolidated audited annual financial statements of the Bank, the most recently published
unaudited interim financial statements of the Group, and, once available, the most recently available
annual financial statements of the Trust and the Company, in physical and electronic form, will also be
available for inspection and obtainable free of charge at the offices of the Principal Paying Agent in
Frankfurt and the Irish Paying Agent.

Neither the Trust nor the Company prepares interim financial statements.

In addition, the following documents in physical form will be available for inspection for the life of the
Prospectus and obtainable, free of charge, at the offices of the Trust and the Irish Paying Agent:

(a) the Articles of Association (Satzung) of the Bank;

(b) the Limited Liability Company Agreement and Certificate of Formation of the Company;

(c) the Trust Agreement and Certificate of Trust of the Trust;

(d) the consents and authorisations referred to under “Authorisations” below; and

(e) the Support Undertaking.

Copies of these documents as well as annual financial statements and interim financial statements are

also available at the head office of the Bank, Kaiserplatz, 60261 Frankfurt am Main, Federal Republic of
Germany.

Notices

All notices to the holders of the Trust Preferred Securities will be given by the Trust (i) for so long as any
of the Trust Preferred Securities is listed on the Irish Stock Exchange and the Irish Stock Exchange so
requires, to the Company Announcement Office of the Irish Stock Exchange through the Irish Paying
Agent and (i) to Clearstream Frankfurt, Clearstream Luxembourg and Euroclear and (iii) for so long as
the Trust Preferred Securities are listed on the Frankfurt Stock Exchange and the rules of such stock
exchange so require, by publication in at least one daily newspaper having general circulation in Ger-
many (which is expected to be the Bdorsen-Zeitung). In accordance with its published rules and regula-
tions, Clearstream Frankfurt will notify the holders of securities accounts to which any Trust Preferred
Securities are credited of any such notices received by it.

Post Issuance Reporting
The Trust does not intend to provide post issuance transaction information regarding the Trust Pre-
ferred Securities and the performance of the underlying collateral.

Authorisations

The issue of the Trust Preferred Securities by the Trust will be duly authorised by the Trust Agreement.

Legal status

The Trust is a statutory trust formed under the Delaware Statutory Trust Act, as amended. The Trust
will be governed by the Trust Agreement to be executed by the Company, as sponsor, The Bank of
New York, as Property Trustee under the Trust Agreement and The Bank of New York (Delaware), as
Delaware Trustee under the Trust Agreement, the Bank and the Regular Trustees. The Trust is estab-
lished for an unlimited duration.

The Bank operates under German law. The Bank is registered in the commercial register of the lower

regional court (Amtsgericht) of Frankfurt am Main under number HRB 32000 and has been established
for an unlimited duration.
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ANNEX A - SUPPORT UNDERTAKING

This Support Undertaking (the Agreement), dated as of 30 March 2006, is entered into between Com-
merzbank Aktiengesellschaft, a German stock corporation, (the Bank) and Commerzbank Capital Fund-
ing LLC |, a Delaware limited liability company (the Company).

Preamble
WHEREAS, the Bank owns the Common Security (as defined below) of the Company;

WHEREAS, pursuant to the LLC Agreement (as defined below), the Company will issue a Class A Pre-
ferred Security to the Bank and all of the Class B Preferred Securities to the Trust (each as defined
below);

WHEREAS, pursuant to the Trust Agreement (as defined below), the Trust will issue the Trust Preferred
Securities (as defined below) upon the same terms as, and representing corresponding amounts of,
the Class B Preferred Securities;

WHEREAS, the Company intends to use the proceeds from the issuance of the Class B Preferred
Securities to purchase subordinated notes of the Bank;

WHEREAS, the Company may from time to time declare Capital Payments (as defined below) on the
Class B Preferred Securities pursuant to and in accordance with the LLC Agreement; and

WHEREAS, the Bank wishes, prior to the issuance of the Class B Preferred Securities, to undertake for
the benefit of the Company and the holders of Class B Preferred Securities that (i) the Bank shall main-
tain direct or indirect ownership of the Class A Preferred Security and the Common Security, (ii) the
Company shall at all times be in a position to meet its obligations, if and when such obligations are due
and payable, including its obligation to make Capital Payments (including Additional Amounts (as
defined below) thereon), to pay the Redemption Price (as defined below), and {iii) in liquidation or dis-
solution, the Company will have sufficient funds to pay the aggregate Liquidation Preference Amount
(as defined below).

NOW, THEREFORE, the parties agree as follows:

Section 1
Certain Definitions

Additional Amounts has the meaning specified in Section 7.04(c) of the LLC Agreement.
Agreement has the meaning specified in the introduction hereof.

Bank has the meaning specified in the introduction hereof.

Capital Payments means any capital payments or other distributions at any time after the date hereof
declared by the Board of Directors of the Company (or deemed declared in accordance with the LLC

Agreement), but not yet paid, on the Class B Preferred Securities.

Class A Preferred Security means the class of preferred limited liability company interests in the Com-
pany designated as Class A.

Class B Payment Period has the meaning set forth in the LLC Agreement.

Class B Preferred Securities mean the class of preferred limited liability company interests in the
Company designated as Class B, with a liquidation preference amount of € 50,000 per security.
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Common Security means the security of the Company representing the common limited liability com-
pany interest, without par value, of the Company.

Company has the meaning specified in the introduction hereof.

Independent Enforcement Director means one independent member of the board of directors of the
Company which may be appointed on behalf of holders of the Company Class B Preferred Securities in
accordance with the terms of the LLC Agreement.

Junior Securities has the meaning set forth in the LLC Agreement.

Liquidation Preference Amount means the stated liquidation preference amount of the Class B Pre-
ferred Securities and any other amounts due and payable under the LLC Agreement upon the voluntary
or involuntary liquidation, dissolution, winding up or termination of the Company to the holders of the
Class B Preferred Secuirities.

LLC Agreement means the amended and restated limited liability company agreement of the Com-
pany dated as of 30 March 2006 between the Bank and the Trust, and as the same may be further
amended from time to time in accordance with its terms.

Parity Securities has the meaning set forth in the LLC Agreement.

Person means any individual, corporation, association, partnership (general or limited), joint venture,
trust, estate, limited liability company, or other legal entity or organization.

Redemption Price shall be the price at which the Class B Preferred Securities are redeemable at the
option of the Company pursuant to Section 7.04(d)(i) or (ii), as the case may be, of the LLC Agreement.

Trust means Commerzbank Capital Funding Trust |, a Delaware statutory trust established pursuant to
a Certificate of Trust dated as of 23 February 2006, as amended and restated as of 30 March 2006 and
as the same may be further amended from time to time in accordance with its terms.

Trust Agreement means the amended and restated trust agreement of the Trust dated as of 30 March
2006, and as the same may be further amended from time to time in accordance with its terms.

Trust Preferred Securities means the noncumulative trust preferred securities issued by the Trust.

Section 2
Support Undertaking

(a) The Bank undertakes to ensure that the Company shall at all times be in a position to meet its obli-
gations if and when such obligations are due and payable, including its obligations to pay Capital
Payments (including Additional Amounts thereon) and the Redemption Price.

(b) The Bank undertakes to ensure that in the event of any liquidation of the Company, the Company
shall have sufficient funds to pay the aggregate Liquidation Preference Amount (including accrued
and unpaid Capital Payments for the then current Class B Payment Period to, but excluding, the
date of liquidation), Additional Amounts (if any) and the Redemption Price.

(c) The obligations of the Bank under this Section 2 shall be subordinated to all senior and subordinated
debt obligations of the Bank (including profit participation rights (Genussscheine)), and shall rank
pari passu (i) with the most senior ranking preference shares of the Bank, if any, or other instru-
ments of the Bank qualifying as Tier | regulatory capital of the Bank and (i) with preference shares
or other instruments qualifying as consolidated Tier | regulatory capital of the Bank or any other
instrument of any Bank Affiliate subject to any guarantee or support agreement of the Bank ranking
pari passu with the obligations of the Bank under this Agreement (including, but not limited to, the
obligations under the 16,000 noncumulative trust preferred securities issued by Commerzbank
Capital Funding Trust II) and will rank senior to any other preference shares, if any, and the common
shares of the Bank.
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(d) This Agreement shall not constitute a guarantee or undertaking of any kind that the Company will at
any time have sufficient assets, or be authorized pursuant to the LLC Agreement, to declare a Capital
Payment or any other distribution.

Section 3
Third Party Beneficiaries and Enforcement of Rights

(a) The parties hereto agree that this Agreement is entered into as a third party beneficiary contract
within the meaning of Section 328(2) of the German Civil Code (echter Vertrag zugunsten Dritter gem.
§ 328 Abs. 2 BGB) for the benefit of the Company and all current and future holders of the Class B
Preferred Securities and that the Company and any holder of any such Class B Preferred Securities
may severally enforce the obligations of the Bank under Section 2.

(b) The Parties hereto acknowledge that, as provided in the LLC Agreement, the holders of the Class B
Preferred Securities shall have, under the circumstances prescribed therefor in the LLC Agreement,
the right to appoint one Independent Enforcement Director who will have the sole authority, right and
power to enforce the rights and settle any claim of the Company under this Agreement.

Section 4
No Exercise of Rights

The Bank shall not exercise any right of set-off, counterclaim or subrogation that it may have against the
Company as long as any Class B Preferred Securities are outstanding.

Section b
Burden of Proof

Any failure of the Company to pay Capital Payments, the Redemption Price or the aggregate Liquida-
tion Preference Amount (or any part thereof), plus, in either case, Additional Amounts, if any, as and
when such amounts are due, shall constitute prima facie evidence of a breach by the Bank of its obliga-
tions hereunder. The Bank shall have the burden of proof that the occurrence of such breach results
neither from its negligent nor its intentional misconduct.

Section 6
No Senior Support to Other Subsidiaries

The Bank undertakes that it shall not give any guarantee or similar undertaking with respect to, or enter
into any other agreement relating to the support or payment of any amounts in respect of any other
Parity Securities or Junior Securities that would in any regard rank senior in right of payment to the
Bank’s obligations under this Agreement, unless the parties hereto modify this Agreement such that
the Bank's obligations under this Agreement rank at least pari passu with, and contain substantially
equivalent rights of priority as to payment as such guarantee or support agreement relating to Parity
Securities.

Section 7
Continued Ownership of the Class A Preferred Security and the Common Security

The Bank undertakes to maintain direct or indirect ownership of the Class A Preferred Security and the
Common Security as long as any Class B Preferred Securities remain outstanding.
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Section 8
No Dissolution of the Company

Under the terms of the LLC Agreement and to the fullest extent permitted by law, the Bank shall not
permit the Company to be dissolved until all obligations under this Agreement have been paid in full
pursuant to its terms.

Section 9
Modification and Termination

So long as Class B Preferred Securities remain outstanding, this Agreement may not be modified or
terminated without the consent of 100 % of the holders of the Class B Preferred Securities as provided
in the LLC Agreement, except for such modifications that are not adverse to the interests of the
holders of the Class B Preferred Securities.

Section 10
No Assignment

So long as any Class B Preferred Securities remain outstanding, the Bank shall not assign or transfer its
rights or obligations under this Agreement to any Person without the consent of the holders of such
Class B Preferred Secuirities.

Section 11
Successors

This Agreement shall be binding upon successors to the parties.

Section 12

Severability
Should any provision of this Agreement be found invalid, illegal or unenforceable for any reason, it is to
be deemed replaced by the valid, legal and enforceable provision most closely approximating the intent

of the parties, as expressed in such provision, and the validity, legality and enforceability of the remain-
der of this Agreement shall in no way be affected or impaired thereby.

Section 13
Governing Law and Jurisdiction
This Agreement shall be governed by, and construed in accordance with, the laws of the Federal

Republic of Germany and the parties irrevocably submit to the non-exclusive jurisdiction of the district
court (Landgericht) Frankfurt am Main.

COMMERZBANK AKTIENGESELLSCHAFT

By:

Name: [e]
Title: [e]

By:

Name: [e]
Title: [e]
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COMMERZBANK CAPITAL FUNDING LLC |

By:

Name: [e]
Title: [e]

By:

Name: [e]
Title: [e]

17



GLOSSARY

Additional Amounts means any additional amounts payable by the Company pursuant to the terms of
Company Class B Preferred Securities and by the Trust pursuant to the terms of the Trust Preferred
Securities as a result of deduction or withholding on Capital Payments or on repayment upon redemp-
tion thereof.

Additional Debt Securities means subordinated notes due 12 April 2036 issued by the Bank (acting
directly or through a branch) or a Bank Subsidiary in excess of and on the same terms as the Initial Debt
Securities in accordance with the terms of the LLC Agreement.

Additional Interest Amounts means any additional amounts of interest payable by the Bank or
another obligor pursuant to the terms of the Debt Securities as a result of a deduction or withholding
on payments thereunder as may be necessary in order that the net amounts received by the Company,
after such deduction or withholding, will equal the amounts that would have been received had no such
withholding or deduction been required.

Adjusted Comparable Yield means the yield three Business Days prior to the relevant Redemption
Date on the euro benchmark security selected by the Calculation Agent, after consultation with the
Bank, as having a maturity comparable to the remaining term of the Company Class B Preferred Secu-
rities to the Initial Redemption Date, that would be utilized, at the time of selection and in accordance
with customary banking practice, in pricing new issues of corporate debt securities of comparable
maturity.

Administrative Action means any judicial decision, official administrative pronouncement, published
or private ruling, regulatory procedure, notice or announcement (including any notice or announcement
of intent to adopt such procedures or regulations) by any legislative body, court, governmental authority
or regulatory body.

BaFin means the German Federal Financial Supervisory Authority (Bundesanstalt flir Finanzdienstleis-
tungsauftsicht).

Bank means Commerzbank Aktiengesellschaft, a stock corporation incorporated under the laws of
Germany.

Bank Affiliate means any entity that directly or indirectly controls, is controlled by, or is under common
control with the Bank.

Bank Distributable Profits for any fiscal year is the balance sheet profit (Bilanzgewinn) as of the end
of such fiscal year, as shown in the Bank’s audited unconsolidated balance sheet approved by the
Bank's supervisory board as of the end of such fiscal year. Such balance sheet profit includes the
annual surplus or loss (Jahrestiberschuss/Jahresfehlbetrag), plus any profit carried forward from pre-
vious years, minus any loss carried forward from previous years, plus transfers from capital reserves
and earnings reserves, minus allocations to earnings reserves, all as determined in accordance with
the provisions of the German Stock Corporation Act (Aktiengesetz) and accounting principles generally
accepted in the Federal Republic of Germany as described in the German Commercial Code (Handels-
gesetzbuch) and other applicable German law then in effect.

Bank Subsidiary means any entity that is consolidated with the Bank for German bank regulatory pur-
poses and of which more than fifty percent (50 %) of voting rights and of outstanding capital stock or
other equity interest is, at the time, beneficially owned or controlled directly or indirectly by the Bank.

Board of Directors means the board of directors of the Company.

Business Day means any day (other than a Saturday or a Sunday) (i) which is a TARGET Business Day
and (i) on which commercial banks and foreign exchange markets settle payments and are open for
general business (including dealings in foreign exchange and foreign currency deposits) in London.
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Calculation Agent means Commerzbank Aktiengesellschaft or any successor, acting as calculation
agent in relation to the Company Class B Preferred Securities and the Debt Securities.

Capital Payments means, with respect to the Trust Preferred Securities, the Trust Capital Payments,
and, with regard to the Company Class B Preferred Securities, the Class B Capital Payments.

Class B Capital Payments means periodic distributions to holders of the Company Class B Preferred
Securities declared (or deemed declared) and paid in accordance with the LLC Agreement.

Clearstream Frankfurt means Clearstream Banking AG, Neue Borsenstralie 1, 60487 Frankfurt am
Main, Germany.

Clearstream Luxembourg means Clearstream Banking, société anonyme, Luxembourg.
Code means the U.S. Internal Revenue Code of 1986, as amended from time to time.
Commerzbank means the Bank.

Commerzbank Group means the Bank together with its consolidated subsidiaries.
Company means Commerzbank Capital Funding LLC |, a Delaware limited liability company.

Company Class A Preferred Security means the noncumulative Class A preferred security of the
Company.

Company Class B Preferred Securities means the noncumulative Class B preferred securities of the
Company.

Company Common Security means the voting common security of the Company.

Company Operating Profits means, for any Payment Period, the excess of the amounts payable
(whether or not paid) on the (i) Debt Securities or (ii) after the Maturity Date, obligations and other
investments that the Company may then hold in accordance with the LLC Agreement over any operat-
ing expenses of the Company not paid or reimbursed by or on behalf of the Bank or Bank Affiliate during
such Payment Period, plus any reserves.

Company Securities means, collectively, the Company Common Security, the Company Class A Pre-
ferred Security and the Company Class B Preferred Securities.

Company Special Redemption Event means (i) a Regulatory Event, (ii) a Tax Event or (iii) an Invest-
ment Company Act Event with respect to the Company.

Company Successor Securities means other securities having substantially the same terms as the
Company Class B Preferred Securities.

Debt Redemption Date means the date of redemption of the Initial Debt Securities.

Debt Securities means the Initial Debt Securities, the Additional Debt Securities and the Substitute
Debt Securities.

Delaware Trustee means The Bank of New York (Delaware) or any successor as Delaware trustee of
the Trust in accordance with the Trust Agreement.

Determination Date means in respect of each Payment Period falling in the Floating Rate Period, the
second TARGET Business Day prior to the commencement of the relevant Payment Period.

Early Redemption Calculation Date means the third Business Day prior to the date on which the

Company Class B Preferred Securities are redeemed prior to the Initial Redemption Date in accordance
with the LLC Agreement.
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Early Redemption Price means a redemption price per Company Class B Preferred Securities equal to
the higher of (a) the liquidation preference amount thereof or (b) the Make-VWhole Amount, in each case
plus any accrued and unpaid Capital Payments for the then current Payment Period falling in the Fixed
Rate Period to but excluding the Redemption Date, and Additional Amounts, if any.

Euro and € means the single currency introduced in the Member States of the European Community
at the third stage of European Economic and Monetary Union pursuant to the Treaty establishing the
European Union, as amended.

Euroclear means Euroclear Bank S. A./N.V., Brussels, Kingdom of Belgium.
Eurohypo means Eurohypo Aktiengesellschaft.
Eurohypo Group means Eurohypo together with its consolidated subsidiaries.

Fixed Payment Date means, in relation to the Trust Preferred Securities, the Company Class B Pre-
ferred Securities and the Initial Debt Securities, 12 April in each year falling in the Fixed Rate Period,
commencing on 12 April 2007, and the Initial Redemption Date.

Fixed Rate means a rate of 5.012 % per annum.

Fixed Rate Period means, in relation to the Trust Preferred Securities, the Company Class B Preferred
Securities and the Initial Debt Securities, the period from and including the Issue Date to but excluding
the Initial Redemption Date.

Floating Payment Date means, in relation to the Trust Preferred Securities, the Company Class B Pre-
ferred Securities and the Initial Debt Securities, 12 January, 12 April, 12 July and 12 October in each
year falling in the Floating Rate Period (commencing on 12 July 2016) and the Redemption Date or the
Debt Redemption Date, as the case may be, unless such date would otherwise fall on a day which is
not a Business Day, in which event payment shall be made on the first following day which is a Busi-
ness Day, unless it would thereby fall into the next calendar month, in which event payment shall be
made on the immediately preceding Business Day.

Floating Rate means the Reference Rate for the accrual of Capital Payments (or, in the case of the
Initial Debt Securities, interest payments) plus 2.15 % per annum.

Floating Rate Period means, in relation to the Trust Preferred Securities, the Company Class B Pre-
ferred Securities and the Initial Debt Securities, any period from and including the Initial Redemption
Date to but excluding the Redemption Date or the Debt Redemption Date, as the case may be.

FSMA means the Financial Services and Markets Act 2000 (United Kingdom), as amended.

German Banking Act means the German Banking Act (Gesetz (ber das Kreditwesen), as amended
from time to time.

German Disbursing Agent means a German bank or a German financial services institution, each as
defined in the German Banking Act (including a German branch of a foreign bank or a foreign financial
services institution but excluding a foreign branch of a German bank or a German financial services
institution), at which the Trust Preferred Securities are kept in a custodial account maintained by a Ger-
man holder.

German GAAP means German Generally Accepted Accounting Principles.

German Holder means a holder of Trust Preferred Securities that is a resident of Germany or for which
income in respect of the Trust Preferred Securities is regarded as income from German sources, e.g.
because such Trust Preferred Securities form part of the business property of a permanent establish-
ment or fixed base maintained in Germany.

Global Certificates means the Temporary Global Certificate and the Permanent Global Certificate.
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Group means the Commerzbank Group.

IAS means the International Accounting Standards.

IFRS means the International Financial Reporting Standards.
IFSRA means the Irish Financial Services Regulatory Authority.

Independent Enforcement Director means one independent member of the Board of Directors
which may be appointed on behalf of holders of the Company Class B Preferred Securities in accord-
ance with the terms of the LLC Agreement.

Initial Debt Securities means the € 1,000,000,000 subordinated notes due 12 April 2036 issued by
the Bank.

Initial Redemption Date means 12 April 2016.

Investment Company Act means the U.S. Investment Company Act of 1940, as amended from time
to time.

Investment Company Act Event means that the Bank shall have requested and received an opinion
of a nationally recognized U.S. law firm experienced in such matters to the effect that there is more
than an insubstantial risk that the Company or the Trust is or will be considered an “investment com-
pany” within the meaning of the Investment Company Act as a result of any judicial decision, any pro-
nouncement or interpretation (irrespective of the manner made known), the adoption or amendment of
any law, rule or regulation, or any notice or announcement (including any notice or announcement of
intent to adopt such law, rule or regulation) by any U.S. legislative body, court, governmental agency,
or regulatory authority, in each case after the date of the issuance of the Company Class B Preferred
Securities and the Trust Preferred Securities.

Irish Listing Agent means NCB Stockbrokers Limited or any successor, acting as listing agent in Ire-
land in relation to the Trust Preferred Securities.

Irish Paying Agent means Commerzbank Europe (Ireland) or any successor, acting as paying agent in
Ireland in relation to the Trust Preferred Securities.

Irish Stock Exchange means the Irish stock exchange in Dublin, Ireland.
IRS means the U.S. Internal Revenue Service.

Issue Date means the date of initial issuance of the Trust Preferred Securities and the Company Class B
Preferred Securities, which is expected to be 30 March 2006.

Junior Securities means (i) common stock of the Bank, (ii) each class of preference shares or other
instruments of the Bank ranking junior to Parity Securities of the Bank, if any, and any other instrument
of the Bank ranking pari passu or junior to any of these, and (iii) preference shares or any other instru-
ment of any Bank Affiliate subject to any guarantee or support agreement of the Bank ranking junior to
the obligations of the Bank under the Support Undertaking.

Large Exposure Regulation means the Gro3kredit- und Millionenkreditverordnung.

Lead Managers means each of Commerzbank Aktiengesellschaft, Deutsche Bank AG, London Branch,
Dresdner Bank AG London Branch and Morgan Stanley & Co. International Limited.

LLC Act means the Delaware Limited Liability Company Act, as amended.
LLC Agreement means the amended and restated limited liability company agreement of Commerz-

bank Capital Funding LLC |, dated as of 30 March 20086.
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Make-Whole Amount means the make-whole-amount which will be determined by the Calculation
Agent as equaling the Present Value on the relevant Redemption Date of (i) the liquidation preference
amount per Company Class B Preferred Security and (i) the remaining scheduled Class B Capital Pay-
ments up to but excluding the Initial Redemption Date.

Maturity Date means 12 April 2036, the scheduled maturity of the Initial Debt Securities.
Non-U. S. Holder means a person that is not a U. S. person for U.S. federal income tax purposes.

Offering means the offering by Commerzbank Capital Funding Trust | of 20,000 noncumulative Trust
Preferred Securities.

Parity Securities means (i) each class of the most senior ranking preference shares of the Bank, if any,
or other instruments of the Bank qualifying as the most senior form of Tier | regulatory capital of the
Bank and (i) preference shares or other instruments qualifying as consolidated Tier | regulatory capital
of the Bank or any other instrument of any Bank Affiliate subject to any guarantee or support agreement
of the Bank ranking pari passu with the obligations of the Bank under the Support Undertaking (includ-
ing, but not limited to, the obligations under the 16,000 noncumulative trust preferred securities issued
by Commerzbank Capital Funding Trust I1).

Paying Agents means the Principal Paying Agent, the Irish Paying Agent and such other paying agents
in relation to the Trust Preferred Securities as may be appointed from time to time.

Payment Date means any Fixed Payment Date and any Floating Payment Date.

Payment Period means (i) with regard to the Fixed Rate Period each period from and including the
Issue Date to but excluding the first Fixed Payment Date and thereafter as from and including any
Fixed Payment Date to but excluding the next following Fixed Payment Date and (ii) with regard to the
Floating Rate Period each period from and including the Initial Redemption Date to but excluding the
first Floating Payment Date and thereafter as from and including any Floating Payment Date to but ex-
cluding the next following Floating Payment Date.

Permanent Global Certificate means the single global certificate representing the Trust Preferred
Securities for which the Temporary Global Certificate will be exchanged for after the Restricted Period
has ended.

Permitted Investments means debt obligations of the Bank or of one or more Bank Subsidiaries
(which Bank Subsidiaries meet the definition of a “company controlled by its parent company” as
defined in Rule 3a-5 under the Investment Company Act) unconditionally guaranteed by the Bank
(which may in either case act through a non-German branch) on a subordinated basis or in European
government securities with a maturity of six months or less; provided, in each case, that such invest-
ment does not result in a Company Special Redemption Event.

Present Value means the amount determined by the Calculation Agent by discounting the liquidation
preference amount per Company Class B Preferred Security and the remaining scheduled Class B
Capital Payments to 12 April 2016 (exclusive) on an annual basis, assuming a 365-day year or a 366-day
year, as the case may be, and the actual number of days elapsed in such year and using the Adjusted
Comparable Yield plus 0.50 %.

Principal Amount means € 1,000,000,000, the principal amount of the Initial Debt Securities.

Principal Paying Agent means Commerzbank Aktiengesellschaft or any successor, acting as principal
paying agent in relation to the Trust Preferred Securities.

Property Account means a segregated non-interest bearing trust account in the name of and under
the exclusive control of the Property Trustee for the benefit of the holders of the Trust Preferred Secu-
rities to hold all payments in respect of the Company Class B Preferred Securities.
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Property Trustee means The Bank of New York or any successor, acting as the property trustee of the
Trust in accordance with the Trust Agreement.

Prospectus means this prospectus.
Redemption Date means the date of redemption of the Company Class B Preferred Securities.

Redemption Notice means the notice of any redemption of the Company Class B Preferred Securities
given by the Board of Directors on behalf of the Company and in accordance with the LLC Agreement.

Redemption Price means the redemption price per Company Class B Preferred Security equal to the
liquidation preference amount thereof, plus accrued and unpaid Class B Capital Payments for the then
current Payment Period to, but excluding, the Redemption Date, plus Additional Amounts, if any.

Reference Banks means five reference banks selected by the Calculation Agent in conjunction with
the Trust.

Reference Rate means the rate per annum, determined by the Calculation Agent to correspond to the
three months EURIBOR rate for deposits in euro published on the Screen Page at or about 11:00 a. m.
(Central European time) on the relevant Determination Date.

If the foregoing rate does not appear on the Screen Page or the Screen Page is not available on the
relevant Determination Date, then the Reference Rate for the respective Payment Period shall be the
arithmetic mean (rounded, if necessary, to the nearest one thousandth of a percentage point, 0.0005
being rounded upwards) determined by the Calculation Agent of the rates which the Reference Banks,
quote to prime banks on the relevant Determination Date for three months deposits in euro. Should
two or more of the Reference Banks provide the relevant quotation, the arithmetic mean shall be calcu-
lated as described above on the basis of the quotations supplied. If less than two Reference Banks
provide a quotation, then the Reference Rate for the respective Payment Period shall be determined
by the Calculation Agent in its reasonable discretion.

Regular Trustee means each of the three of the Trustees who are expected to be individuals who are
employees or officers of the Bank or one of its affiliates.

Regulation S means Regulation S under the Securities Act, as amended from time to time.

Regulatory Event means that (i) the Bank is notified by a relevant regulatory authority that, as a result
of the occurrence of any amendment to, or change (including any change that has been adopted but
has not yet become effective) in, the applicable banking laws of Germany (or any rules, regulations or
interpretations thereunder, including rulings of the relevant banking authorities) or the guidelines of the
Basel Committee for Banking Supervision after the date hereof, the Bank is not, or shall not be, allowed
to treat the Company Class B Preferred Securities or the Trust Preferred Securities (or securities sub-
stantially similar to the Company Class B Preferred Securities or the Trust Preferred Securities) as core
capital or Tier | regulatory capital for capital adequacy purposes on a consolidated basis, or (ii) the BaFin
notifies the Bank or otherwise announces that neither the Company Class B Preferred Securities nor
the Trust Preferred Securities (or securities substantially similar to the Company Class B Preferred
Securities or the Trust Preferred Securities) may any longer be treated as Tier | regulatory capital for
capital adequacy purposes on a consolidated basis.

Relevant Jurisdiction means the United States of America, Germany and the jurisdiction of residence
of any obligor of Debt Securities (or any jurisdiction from which payments are made).

Restricted Period means the period of 40 consecutive days beginning on and including the first day
after the later of (i) the Issue Date and (i) the completion of the distribution of the Trust Preferred Secu-
rities.

Screen Page means Telerate Page 248 (or such other page or service as may replace it for the pur-
poses of such rate).
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Securities Act means the U. S. Securities Act of 1933, as amended from time to time.

Servicer means Commerzbank Aktiengesellschaft, New York Branch, 2 World Financial Center, New
York, New York 10281, USA or any successor being appointed as the servicer under the Services
Agreement.

Services Agreement means the services agreement dated as of 30 March 2006 among the Company,
the Trust and the Servicer, as amended from time to time.

Stated Rate means the Fixed Rate with respect to Payment Periods falling in the Fixed Rate Period and
the Floating Rate with respect to Payment Periods falling in the Floating Rate Period.

Subscription Agreement means the subscription agreement dated 28 March 2006 among the Bank,
the Company, the Trust, and each of the Lead Managers.

Substitute Debt Securities means subordinated debt securities issued by the Bank (acting directly or
through a branch) or a Bank Subsidiary with terms identical to those of the Initial Debt Securities.

Support Undertaking means the support undertaking dated 30 March 2006 between the Bank and
the Company for the benefit of the holders of the Company Class B Preferred Securities, as amended
from time to time.

TARGET Business Day means a day on which the Trans-European Automated Real-time Gross settle-
ment Express Transfer (TARGET) system is operating credit or transfer instructions in respect of pay-
ments in euro.

Tax Event means the receipt by the Bank of an opinion of a nationally recognized law firm or other tax
adviser in a Relevant Jurisdiction, experienced in such matters, to the effect that, as a result of (i) any
amendment to, or clarification of, or change (including any announced prospective change) in, the laws
or treaties (or any regulations or interpretations thereunder) of the Relevant Jurisdiction or any political
subdivision or taxing authority thereof or therein affecting taxation, (ii) any Administrative Action or (iii)
any amendment to, clarification of, or change in the official position or the interpretation of such Admin-
istrative Action or any interpretation or pronouncement that provides for a position with respect to such
Administrative Action that differs from the theretofore generally accepted position in each case, by any
legislative body, court, governmental authority or regulatory body, irrespective of the manner in which
such amendment, clarification or change is made known, which amendment, clarification or change is
effective, or which pronouncement or decision is announced, on or after the date of issuance of the
Company Securities and the Trust Securities, there is more than an insubstantial risk that (A) the Trust
or the Company is or will be subject to more than a de minimis amount of taxes, duties or other govern-
mental charges, (B) the Trust, the Company or an obligor on the Debt Securities would be obligated to
pay Additional Amounts or Additional Interest Amounts or (C) the Bank or any other obligor of the Debt
Securities (x) may not, for purposes of determining its taxable income for the purposes of determining
German corporate income tax in any year, deduct in full interest payments on the Debt Securities or (y)
would, other than in cases where the Capital Payments may not be declared by the Company, be sub-
ject to tax on income of the Company under the rules of the German Foreign Taxation Act
(AulBensteuergesetz); provided, however, that none of the foregoing shall constitute a Tax Event if it
may be avoided by the Bank (or the relevant obligor of the Debt Securities), the Trust or the Company
taking reasonable measures under the circumstances.

Temporary Global Certificate means the single global certificate representing the Trust Preferred
Securities which will be exchangeable for the Permanent Global Certificate after the Restricted Period
has ended.

Transfer Agent means Commerzbank Aktiengesellschaft or any successor, acting as transfer agent in
relation to the Trust Preferred Securities.

Treasury Regulations means income tax regulations, including temporary and proposed regulations,

promulgated under the Code by the United States Treasury Department, as such regulations may be
amended from time to time (including corresponding provisions of succeeding regulations).
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Trust means Commerzbank Capital Funding Trust |, a statutory trust created under the laws of Dela-
ware.

Trust Act means the Delaware Statutory Trust Act, as amended.

Trust Agreement means the amended and restated trust agreement of Commerzbank Capital Fund-
ing Trust | dated and effective as of 30 March 2006.

Trust Capital Payments means periodic distributions to the holders of the Trust Preferred Securities
paid in accordance with the Trust Agreement.

Trust Common Security means the noncumulative common security issued by the Trust in accord-
ance with the terms of the Trust Agreement.

Trustee means the five trustees of the Trust in accordance with the Trust Agreement, three of which
will be Regular Trustees, one of which will be the Delaware Trustee and one of which will be the Prop-
erty Trustee.

Trust Enforcement Event means an enforcement event under the Trust Agreement, which is the
occurrence, at any time, of (i) the non-payment of Trust Capital Payments (plus any Additional Amounts
thereon, if any) on the Trust Preferred Securities or the Company Class B Preferred Securities at the
Stated Rate in full, for the first Payment Period or, thereafter, two consecutive Payment Periods or (ii) a
failure by the Bank to perform any of its obligations under the Support Undertaking.

Trust Preferred Securities means the noncumulative preferred securities issued by the Trust in accord-
ance with the terms of the Trust Agreement.

Trust Securities means the Trust Common Security and the Trust Preferred Securities.

Trust Special Redemption Event means (i) a Tax Event solely with respect to the Trust, but not with
respect to the Company or (i) an Investment Company Act Event solely with respect to the Trust, but
not with respect to the Company.

Trust Successor Securities means securities having substantially the same terms as the Trust Pre-
ferred Securities, and ranking the same as the Trust Preferred Securities with respect to Trust Capital
Payments, distributions and rights upon liquidation, redemption or otherwise and which substitute the
Trust Preferred Securities.

U.S. Person has the meaning given to such term in Regulation S.
Withholding Taxes means any present or future taxes, duties or governmental charges of any nature

whatsoever imposed, levied or collected by or on behalf of any Relevant Jurisdiction or by or on behalf
of any political subdivision or authority therein or thereof having the power to tax.
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MANAGEMENT REPORT

survey of the commerzbank group

World economy maintains strong growth

Despite occasional fears of recession due to the sharp rise in the price of oil,
2005 in retrospect was another very good year for the world economy. Expand-
ing by about 4/2%, it grew for the third year in succession more rapidly than the
long-term average. Once again, the United States and the countries of South-
East Asia proved to be the driving force. Undoubtedly, the positive surprise was
Japan, whose economy has apparently overcome its more than ten-year phase
of stagnation. In view of the distinct tightening of monetary policy over the past
one and a half years, momentum in the USA at least will probably slacken
perceptibly this year. All the same, the world economic setting can be expected
to remain positive in 2006 as well.

Once again, Western Europe was the major economic area with the lowest
growth rates. However, here too, there were increasing signs in the second half
of the year that the economy was picking up. The same holds true for Germany,
where economic activity continues to be largely dependent on buoyant foreign
demand, though. While companies are stepping up their investment activity and
are also prepared to borrow again for this purpose, private consumption has
failed to recover so far. Consequently, real GDP growth was again unsatisfactory,
reaching only 0.9%. As the world economic setting seems likely to stay positive,
the economic upturn will probably continue this year, especially since the labour
market is showing the first signs of becoming more stable.

In the financial markets, the main feature was the strong upswing in equity
markets. Resurgent optimism about the economic outlook and sharp rises in cor-
porate profits caused the German DAX stock index to advance by 27% in the
course of the year. On balance, there were no major changes in the bond
markets. Despite the tendency for central banks worldwide to steer a less ex-
pansionary monetary course, there was again no distinct increase in the yields
of long-dated government bonds. In the eurozone, they even declined somewhat
once again.

2005 - a good year for the Commerzbank Group

At the Commerzbank Group, we achieved one of our best operating profits to
date at €1.7bn. We are posting an after-tax return on equity of 12.4% and a
cost/income ratio of 67.1%; we have thus more than achieved our goals for 2005.
One of the most important strategic moves last year was undoubtedly the de-
cision to take over Eurohypo AG. In November, we reached agreement with
Deutsche Bank and Allianz/Dresdner Bank to acquire their interests in Eurohypo
in two steps. We bought 17.1% on December 15, 2005, transferring the entire
investment to Commerzbank Inlandsbanken Holding AG. A further 49.1% will fol-
low as of March 31, 2006. The average purchase price was €19.60 per share. This
means that in future we will hold more than 98% of the equity of Eurohypo AG
and become Germany's second-largest bank.



SURVEY OF THE COMMERZBANK GROUP

Consolidated balance-sheet total reaches €445bn

In the course of 2005, the Commerzbank Group’s balance-sheet total expanded
by 4.7% to €444.9bn. After contracting in previous years, our risk-weighted
assets also increased again, by 7.2% to €149.7bn. While our interbank lending
remained virtually unchanged at €86.2bn, claims on customers were 2.3% higher
at €153.7bn. This rise partly reflects the stronger US dollar, but also the modest
recovery of credit demand due to the emergent economic recovery.

Our investments and securities portfolio expanded by 19.5% to €86.2bn,
mainly on account of additions to our portfolio of bonds and the acquisition of
Eurohypo shares in December. At the same time, we disposed of our invest-
ments in MAN, Unibanco, Heidelberger Druck and Banca Intesa in the course of
the year.

Change in structure of deposits

While our interbank borrowing grew by 12.5% to €129.9bn, our liabilities to
customers declined by 2.1% to €102.8bn. Sight deposits were 12.9% higher,
whereas savings and time deposits contracted by 26.4% and 4.8%, respectively.
Securitized liabilities rose by 11.1% to €96.9bn, largely due to the activity of
Hypothekenbank in Essen and the Parent Bank.

Encouragingly strong rise in revenues

All told, the revenues of the Commerzbank Group rose by 15.9% to €6.4bn. Net
interest income increased by 5.3% to €3.2bn, thanks to Eurohypo, Essenhyp and
BRE Bank in particular.

We were able to reduce provision for possible loan losses by a third to
€566m, the lowest level in six years. This proves that we are on the right course
in our risk management. Our portfolio of non-performing loans was €590m
lower in a year-end comparison, which meant that we had further reduced the
risks. The cover ratio for such loans is a comfortable 120%.

Above all, our net commission income benefited from the encouragingly
brisk stock-exchange business, climbing 7.3% to €2.4bn. In addition to commis-
sions from securities transactions and asset management, we also registered a
good result for syndicated business. Our trading profit was 31.2% stronger at
€707m. Apart from the positive market environment, our new orientation in
investment banking with its focus on customer-driven business was a key factor
here. The net result on the investments and securities portfolio almost doubled
year-on-year to reach €647m. On our equity holdings, we realized proceeds of
€431m, mainly through the disposal of interests in Banca Intesa, MAN, Unibanco
and Heidelberger Druck. The contribution from securities was €216m.

Structure of provision for possible loan losses

Commerzbank Group, in€m 2005 2004 2
Germany 629 836
Abroad -63 0

Total net provisioning 566 836 1,

003
791
293
084

2002
956
365

1,321

2001
609
318
927
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Revaluation reserve
continues to rise

in€m

Slight increase in operating expenses

Despite our strict cost management, operating expenses - rising by 3.8% to
€4.7bn — were up slightly for the first time in four years. Whereas other expenses
continued to decline, personnel expenses were higher due to special charges.
Among other things, we set aside roughly €560m for a new form of bonus
payment; starting this year, we are introducing a profit-participation scheme
for employees, the payout being determined by the return on equity which is
achieved. A special effect was also registered in depreciation, since we had to
make a write-down of €118m on Asian real estate acquired together with the
purchase of the British firm Jupiter.

Consolidated surplus more than tripled

The above-mentioned income and expenses taken together gave rise to an
operating profit of €1.72bn, which was almost 70% higher than a year earlier.
In order to make improvements to credit-processing procedures and at foreign
outlets, we booked restructuring expenses of €37m. Subsequently, the pre-tax
profit amounted to €1.68bn, compared with €796m a year previously, when
we had to shoulder higher restructuring expenses for revamping investment
banking and — under the accounting rules valid at that time — for regular amorti-
zation of goodwill.

After taxes of €409m and the profits of €106m attributable to minority in-
terests are deducted, a consolidated surplus of €1,1656m remains, as against
€362m a year earlier. We intend to allocate €837m of this amount to retained
earnings. We will propose to the Annual General Meeting that the distributable
profit of €328m be used to make a dividend payment which has been doubled
to 50 cents per Commerzbank share.

Equity increased before Eurohypo transaction

The Bank’s equity rose by 23.8% to €13.7bn in the course of the year. This was
mainly due to the November capital increase, effected in connection with
the acquisition of Eurohypo. The new shares were allocated to institutional
investors at a price of €23.50 per share, providing us with about €1.36bn of new
equity. Our subscribed capital rose to €1.7bn and the capital reserve increased
by practically 27% to €5.7bn. The issue of shares to our staff generated €9m.
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1,000

500

-500

-1,000
-1,500
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After the allocation from the net profit for the year, our retained earnings stand
at €4.2bn. Despite the disposal of equity holdings, the revaluation reserve was
24.7% higher at €2.0bn. As we have raised our interest in comdirect bank to
almost 80%, minority interests contracted by 25.4% to €947m.

At year-end, the core capital ratio stood at 8.1%, compared with 7.5% a year
previously. Due to the €733m decrease in subordinated funds, our own funds
ratio was reduced slightly from 12.6% to 12.5%. Parallel to acquiring the re-
maining 49.1% of Eurohypo on March 31, 2006, we are issuing hybrid capital
for the first time in the history of Commerzbank. This will ensure that our
core capital ratio remains within the target range after Eurohypo has been fully
consolidated.

Changes in segment reporting

As of January 1, 2005, we adjusted our segment reporting to reflect the new
organization of the Commerzbank Group. The new structure is presented in
detail on page 128 of this report.

At the same time, we made additional changes in the interest of greater
transparency. Parts of the Others and Consolidation segment are now assigned
to operational business lines. This applies mainly to the funding costs of the
equity investments controlled by the respective segments and to costs not pre-
viously allocated. In addition, we no longer show a Group Treasury segment, but
instead assign the results of treasury in Germany to the relevant business lines.
Last but not least, we no longer measure the equity allocated to the various
segments in accordance with the German Banking Act (KWG), but rather in
accordance with BIS. In order to guarantee comparability, the year-ago figures
have been revised accordingly.

Stable result in Private and Business Customers segment
Last year, we increased revenue in this segment by €21m, thanks primarily to net
commission income from brisk securities trading on behalf of our customers.
On the other hand, investments in our growth initiatives for private banking,
business customers and at comdirect bank led to higher operating expenses.
In addition, the lion’s share of the newly introduced profit-sharing scheme for
staff is borne by this segment. The operating profit of €282m - compared with
€323m a year earlier — is in line with our expectations, therefore, and reflects
much improved sales performance.

With a virtually unchanged amount of equity tied up, the operating return
on equity fell from 17.1% to 14.9%. The cost/income ratio rose marginally from
75.6% to 77.9%.

Assets under management reach €98.3bn

With €4.1bn more assets under management, we raised net commission income
by €46m in Asset Management. All told, revenue was €17m stronger. There was
a sizeable increase of €74m in operating expenses, mainly due to the revaluation
of staff profit-participation models at our UK subsidiary Jupiter, as required
by new accounting rules. The operating profit reached €120m, compared with
€177m a year previously. However, the pre-tax profit of €120m was somewhat
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Operating profit,
by segment

in€m

higher than in 2004, when the no longer admissible regular amortization of
goodwill had imposed an extra burden, pushing the pre-tax profit down to
€118m.

The operating return on equity deteriorated from 31.7% to 22.3% and the
cost/income ratio from 68.9% to 79.5%.

Mittelstand segment successful
Both the Parent Bank in Germany and our outlets in Central and Eastern Europe
— and primarily BRE Bank — as well as CommerzLeasing und Immobilien were
mainly responsible for the positive development of this segment. Revenue for
Mittelstand overall was €308m higher. Net commission income in particular
expanded strongly. Provisioning, which was reduced by a sizeable €161m, also
made a major contribution to the improvement in earnings. Operating expenses
were virtually unchanged. We achieved an operating profit that was a good three
times higher, rising from €131m to €408m. The income statement of this seg-
ment includes €22m in restructuring expenses set aside for improving credit-
processing procedures, which reduces the pre-tax profit.

Despite the larger average amount of equity tied up, the operating return on
equity jumped from 4.9% to 13.5%, and the cost/income ratio improved from
59.3% to 56.2%.

Efficiency-boosting programme for International Corporate Banking
International Corporate Banking benefited above all from the reversal of provi-
sions in 2005; we show a positive balance of €69m under provision for possible
loan losses. Net interest income was lower on account of a weaker treasury
result, while net commission income was more or less unchanged. With ope-
rating expenses slightly higher, we achieved an operating profit of €299m, as
against €311m a year earlier. In this segment, we have recognized restructuring
expenses of €11m in connection with our project to boost efficiency at outlets in
Western Europe.

The operating return on equity receded from 23.3% to 21.5% — with a slightly
larger average amount of equity tied up. The cost/income ratio rose from 43.6%
to 53.1%.
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Repositioning of Corporates & Markets paying off
Revenue in this segment increased by €138m, driven by the excellent trading
profit and improved net interest income after provisioning. At the same time,
we managed to cut our operating expenses considerably, by €149m, by con-
centrating our business activities. This led to a positive swing in our operating
profit, which moved from minus €75m to an encouragingly high €212m. We
needed €132m to cover restructuring expenses last year. For 2006, we have ear-
marked only a small amount of €4m.

With a much reduced average amount of equity tied up, the operating return
on equity rose from -3.7% to 11.7%. The cost/income ratio fell from 105.1% to
78.7%.

Mortgage Banks — a solid pillar in our earnings performance
Our mortgage banks produced excellent performance in 2005. Their net interest
income more than doubled, not least due to the boom in new business. Overall,
revenue increased by €214m, while operating expenses remained at their low
year-earlier level. The operating profit reached €350m, compared with €139m
in 2004.

With an unchanged average amount of equity tied up, the operating return
on equity climbed substantially from 13.9% to 34.8%, while the cost/income ratio
dropped further from last year’s already excellent level of 19.1% to 11.1%.

Commerzbank Group back on a successful course

The 2005 returns on equity for the Commerzbank Group as a whole show that
we have made good progress on the way to achieving sustained earnings per-
formance. By 2010 at the latest, we intend to have an after-tax return on equity
of 15%, and the cost/income ratio should settle at around 60%. For 2006, we have
set ourselves the target of a return on equity of over 10% and a further decline
in our cost/income ratio.

Mortgage banks

2005
Equity tied-up (€Em) 1,007
Operating return
on equity 34.8%
Cost/income ratio in
operating business  11.1%
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Development in individual quarters

2005 financial year

€m Total 4thquarter 3rdquarter 2nd quarter 1st quarter
Net interest income 3,172 833 771 847 721
Provision for possible loan losses -566 -40 -151 =177 -198
Net interest income after provisioning 2,606 793 620 670 523
Net commission income 2,415 645 599 593 578
Net result on hedge accounting =22 - -5 -5 -12
Trading profit 707 217 217 11 262
Net result on investments

and securities portfolio 647 190 79 84 294
Other result 26 -9 6 26 3
Operating expenses 4,662 1,370 1,097 1,088 1,107
Operating profit 1,717 466 419 291 541
Regular amortization of goodwill - - - - -
Restructuring expenses 37 37 - - -
Pre-tax profit 1,680 429 419 291 541
Taxes on income 409 84 126 83 116
After-tax profit 1,271 345 293 208 425
Profit/loss attributable

to minority interests -106 -12 =31 -33 -30
Consolidated surplus 1,165 333 262 175 395

2004 financial year

€m Total 4th quarter 3rdquarter 2nd quarter 1st quarter
Net interest income 3,013 747 719 806 741
Provision for possible loan losses -836 -185 -199 -214 -238
Net interest income after provisioning 2,177 562 520 592 503
Net commission income 2,250 570 526 557 597
Net result on hedge accounting 6 -1 14 -11 4
Trading profit 539 103 -9 131 314
Net result on investments

and securities portfolio 339 82 23 180 54
Other result 193 9 35 82 67
Operating expenses 4,493 1,159 1,086 1,136 1,112
Operating profit 1,011 166 23 395 427
Regular amortization of goodwill 83 22 20 21 20
Restructuring expenses 132 - 132 - -
Pre-tax profit 796 144 -129 374 407
Taxes on income 353 47 71 107 128
After-tax profit 443 97 -200 267 279
Profit/loss attributable

to minority interests -81 -5 -16 =27 -33

Consolidated surplus 362 92 -216 240 246



corporale governance
al commerzbank

On February 26, 2002, an independent commission set up by the German gov-
ernment published the German Corporate Governance Code for the first time.
It describes key statutory provisions for the management and supervision of
German listed companies and embodies internationally and nationally recog-
nized standards for good and responsible governance. The Code makes the Ger-
man system of corporate governance transparent and intelligible. It strengthens
the confidence of investors, customers, employees and the general public in the
management and supervision of German listed companies.

Responsible corporate governance has always been a high priority at
Commerzbank. That is why we — the Supervisory Board and the Board of Man-
aging Directors — expressly support the Code as well as the goals and objectives
which it pursues. Even at the time of publication of the German Corporate Gov-
ernance Code, Commerzbank’s articles of association and the rules of procedure
for the Board of Managing Directors and Supervisory Board complied with its
requirements for the most part. Wherever this was not yet the case, we have
adjusted them to the regulations of the German Corporate Governance Code.
The relevant changes to the articles of association were resolved by the Annual
General Meeting of May 30, 2003. The articles of association and the rules of
procedure are available on the internet.

Commerzbank’s corporate governance officer is Glinter Hugger, head of
Legal Services. He is the person to contact for all corporate governance issues
and has the function of advising the Board of Managing Directors and the Super-
visory Board on the implementation of the German Corporate Governance Code
and of reporting on its implementation by the Bank.

Recommendations of the German Corporate Governance Code

The Bank declares every year whether the recommendations of the Commission
regarding conduct have been and will be complied with or explains which recom-
mendations have not been and will not be applied. This declaration of compliance
by the Board of Managing Directors and the Supervisory Board is published on
Commerzbank’s internet site. There, the no longer current declarations of com-
pliance, made since 2002, may also be found.

Commerzbank complies with virtually all of the recommendations of the Ger-
man Corporate Governance Code in its version of June 21, 2005; it deviates from
them in only two points:

Pursuant to section 4.2.2, the full Supervisory Board should discuss and
regularly review the structure of the system of compensation for the Board of
Managing Directors. The Supervisory Board has entrusted matters related to the
compensation of the Board of Managing Directors to its Presiding Committee,
which independently resolves upon and deals with them. This procedure has
proved successful. The Presiding Committee discusses the structure of the
system of compensation, regularly reviews it and determines the amount of
compensation for members of the Board of Managing Directors. It reports to the
full Supervisory Board on its deliberations and decisions.
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Pursuant to section 5.3.2 of the Code, the Audit Committee shall deal not only
with accounting issues and the audit of the annual financial statements, but also
with issues related to the Bank's risk management. Commerzbank has entrusted
risk-management issues to the Risk Committee of the Supervisory Board, which
for years has dealt with the Bank’s credit, market and operational risk, rather
than to its Audit Committee. It is ensured that the Audit Committee is exten-
sively informed about risk-management issues by the chairman of the Audit
Committee also being a member of the Risk Committee of the Supervisory
Board.

Suggestions of the German Corporate Governance Code
Commerzbank also complies with virtually all of the suggestions of the German
Corporate Governance Code, deviating from them in only six points:

In derogation of section 2.3.3, the proxy can only be reached up to the day of
the Annual General Meeting. However, shareholders present or represented
at the Annual General Meeting are able to give their proxy instructions there
as well.

In section 2.3.4, it is suggested that the Annual General Meeting be broadcast
in its entirety via internet. We broadcast the speeches of the Chairman of the
Supervisory Board and the Chairman of the Board of Managing Directors, but
not the general debate. For one thing, a complete broadcast seems inappropri-
ate given the length of annual general meetings; for another, the personal rights
of the individual speaker have to be considered.

Section 3.6 of the German Corporate Governance Code suggests that
separate meetings should be held regularly for the representatives of the share-
holders and the employees. We arrange such preparatory meetings only if the
need arises.

Section 5.3.2 suggests that the chairman of the Audit Committee should not
be a former member of the Board of Managing Directors. We have not adopted
this suggestion as the expertise of the person in question takes priority for us.

The suggestion contained in section 5.4.6 that the members of the Super-
visory Board should be elected at different dates and for different periods of
office is not compatible with the German system of co-determination. Employee
representatives, namely, have to be elected together for five years. The sugges-
tion could only be applied, therefore, in the case of shareholder representatives
and would consequently lead to unequal treatment.

Last but not least, it is suggested in section 5.4.7 of the Code that the variable
compensation of Supervisory Board members should also be related to the
long-term performance of an enterprise. At Commerzbank, the variable com-
pensation of Supervisory Board members is related to the dividend payment.
We consider this to be a transparent and readily understandable system. What
is more, the most recent judgement of the Federal Court of Justice (Bundes-
gerichtshof) makes it doubtful whether long-term compensation structures are
permissible.

ComWerte project

Responsible corporate governance also entails the development and observance
of internal rules of conduct and principles. A “corporate constitution” is to serve
this purpose, which is being prepared since mid-2005. This is an extensive project,
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bearing the name “ComWerte” It describes the principles upon which the
corporate culture is based and Commerzbank’s values, and links these up
with guidelines and statutory provisions. In this way, a responsible corporate
culture is to be clearly and sustainably implemented and responsible conduct
on the part of employees encouraged. It will be introduced in the course of the
current year.

Board of Managing Directors
The Board of Managing Directors is responsible for the independent manage-
ment of the Company. In this function, it has to act in the Company’s best in-
terests and is committed to achieving a sustained increase in the value of the
Company and to respecting the interests of customers and employees. It devel-
ops the Company’s strategy, coordinates it with the Supervisory Board and
ensures its implementation. In addition, it guarantees efficient risk management
and risk control. The Board of Managing Directors conducts Commerzbank’s busi-
ness activities in accordance with the law, the articles of association, its rules of
procedure and the relevant employment contracts. It cooperates on a basis of
trust with Commerzbank’s other bodies and with employee representatives.

The composition of the Board of Managing Directors and the responsibilities
of its individual members are presented on pages 202-203 of this annual report.

In the 2005 financial year as well, members of the Board of Managing Direc-
tors were involved in no conflicts of interest as defined in section 4.3 of the Ger-
man Corporate Governance Code.

Principles of the compensation system for members

of the Board of Managing Directors

The compensation of the members of the Board of Managing Directors is made
up of a fixed remuneration and a variable bonus, based on Commerzbank’s busi-
ness success and the attainment of previously defined targets. In addition, there
is appropriate remuneration in kind. Emoluments for board functions at sub-
sidiaries are counted against remuneration. On page 176 of this annual report,
the compensation of the members of the Board of Managing Directors can be
found in individualized form, broken down according to the various com-
ponents.

Since 2001, the members of the Board of Managing Directors, like other
executives and selected staff of the Group, have been able to participate in so-
called long-term performance plans (LTPs). These annually offered plans permit
a remuneration geared to the performance of the share price or a sectoral index,
which in some cases is paid in cash, and are therefore referred to as virtual stock
option plans. They entail a payment commitment if the price performance of the
Commerzbank share exceeds that of the Dow Jones Euro Stoxx Banks and/or the
absolute performance of the Commerzbank share is at least 25%. In order to par-
ticipate in the LTPs, those eligible have to invest in Commerzbank shares. Mem-
bers of the Board of Managing Directors may participate with up to 2,500 shares,
the spokesman of the Board of Managing Directors with up to 5,000 shares.
Below Board level, employees may subscribe to between 100 and 1,200 shares
for the plan, depending on the function group of the employee. The exact struc-
ture of these LTPs is explained on pages 118 and 119 of this annual report;
details of the current value of these options may be found on pages 181 and 182.
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Supervisory Board

The Supervisory Board advises and supervises the Board of Managing Directors
in its management of the Company. It conducts its business activities in accord-
ance with the legal provisions, the articles of association and its rules of proce-
dure; it cooperates closely and on a basis of trust with the Board of Managing
Directors.

The composition of the Supervisory Board and its committees is presented
on pages 199 and 200 of this annual report. Information on the work of this body,
its structure and its control function is provided by the report of the Supervisory
Board on pages 195-198.

Every two years, the Supervisory Board examines the efficiency of its activi-
ties by means of a detailed questionnaire. Such an examination took place at
the start of 2004. At the start of 2005, an abridged examination was carried
out and by the end of last year another detailed survey. It focused once again on
the topics:

e [nformation flow from the Board of Managing Directors to the Supervisory
Board

e Meetings (number, topics and main emphases)

e Composition of the Supervisory Board (efficiency, independence)

e Committees (number, distribution of duties)

The results of the efficiency check provide the basis for further improving the
work of the Supervisory Board. Evaluation of the findings revealed that super-
vision continues to be professional at Commerzbank. In principle, the number of
meetings per year is considered adequate and the distribution of duties between
the Supervisory Board and its committees sensible. In the Supervisory Board’s
opinion, no further committees are necessary. The wish was frequently ex-
pressed that the full Supervisory Board should receive more detailed infor-
mation on the work of the committees. The composition of the Supervisory
Board in terms of competence, experience, specialist knowledge, etc. is basically
thought to be appropriate. The question whether the Supervisory Board is suffi-
ciently independent also basically received an affirmative answer. Frequently,
the wish was expressed to be informed earlier. However, it was conceded that in
many cases statutory provisions (so-called ad hoc publication) prevent this wish
from being realized. Generally great interest exists in receiving detailed reports
and discussing the Bank’s strategic course.

During the Risk Committee’s discussion of the acquisition of Eurohypo AG,
Mr. Miller-Gebel informed the other members of the committee that he was also
a member of the supervisory board of Eurohypo AG and as a precautionary
measure he abstained when the resolution was subsequently adopted. Further
conflicts of interest as defined in section 5.5 of the German Corporate Gover-
nance Code did not occur during the year under review.

Compensation of the Supervisory Board

The members of our Supervisory Board will receive remuneration of €1,394
thousand for the 2005 financial year (previous year: €1,054 thousand), provided
that the AGM of Commerzbank Aktiengesellschaft resolves that a dividend of
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€0.50 be paid per no par-value share. The remuneration of the members of the
Supervisory Board is regulated by Art. 15 of the articles of association and is
divided as follows between the individual members:

2005 Basic Committee Total
remuneration” remuneration
Supervisory Board members in €1,000 in €1,000 in €1,000
Dr. h.c. Martin Kohlhaussen 108 72 180
Uwe Tschéage 72 18 90
Hans-Hermann Altenschmidt 36 18 54
Dott. Sergio Balbinot 36 18 54
Herbert Bludau-Hoffmann 36 - 36
Astrid Evers 36 - 36
Uwe Foullong 36 - 36
Daniel Hampel 36 - 36
Dr.-Ing. Otto Happel 36 18 54
Dr. jur. Heiner Hasford 36 18 54
Sonja Kasischke 36 - 36
Wolfgang Kirsch 36 18 54
Werner Malkhoff 36 18 54
Klaus Miller-Gebel 36 54 90
Dr. Sabine Reiner 36 - 36
Dr. Erhard Schipporeit 36 - 36
Dr.-Ing. Ekkehard D. Schulz 36 - 36
Prof. Dr. Jirgen F. Strube 36 18 54
Dr. Klaus Sturany 36 - 36
Dr.-Ing. E.h. Heinrich Weiss 36 18 54
Total 828 288 1,116?

1) This basic remuneration consists of a fixed portion (roughly 55.6%) and a variable portion depend-
ent on the dividend payment (roughly 44.4%); 2) in addition to this amount, attendance fees of €277
thousand were paid.

Purchase and disposal of the Company’s shares

Pursuant to Art. 15a of the German Securities Trading Act (Wertpapierhandels-
gesetz — WpHG), transactions by executives of listed companies and their fami-
lies have to be disclosed and published. Accordingly, purchases and disposals of
shares and also of financial instruments related to Commerzbank of €5,000 and
upwards must be reported immediately and for the duration of one month.
Through the resolution adopted by the Board of Managing Directors on Novem-
ber 16, 2004, the circle of people required to notify and publish such information
was enlarged on account of the German legislation to improve investor protec-
tion so as to include Regional Board Members and Group Managers who regu-
larly have access to insider information and are authorized to make business
decisions. The resolution adopted by the Board of Managing Directors on
August 16, 2005, limited this duty to notify to the Board of Managing Directors
and Supervisory Board again; in this, the Bank followed the recommendations of
BaFin's guide for issuers.
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site under the heading “Directors’ Dealings”:

In 2005, Commerzbank published the following transactions on its internet

Date Name Function Purchase/ No. of Price per unit
Disposal shares in euros

16.02.05 Klaus-Peter Mdiller Board of Managing Directors P 2,047 16.77
2,953 16.78
16.02.05 Dr. Eric Strutz Board of Managing Directors P 2,000 16.79
16.02.05 Martin Blessing Board of Managing Directors P 3,000 16.82
16.02.05 Dr. Achim Kassow Board of Managing Directors P 2,000 16.84
18.02.05 Dr. Renate Krummer Group Manager P 2,250 16.86
21.02.05 Roman Schmidt Group Manager P 3,000 16.95
12.04.05 Sonja Kasischke Member of Supervisory Board D 300 17.88
03.05.05 Martin Blessing Board of Managing Directors P 3,000 16.34
03.05.05 Dr. Achim Kassow Board of Managing Directors P 2,000 16.28
04.05.05 Dr. Sebastian Klein Group Manager P 1,200 16.34
09.05.05 Klaus-Peter Mdller Board of Managing Directors P 5,000 16.41
16.05.05 Frank Annuscheit ClO P 745 16.05
18.05.05 Martin Zielke Group Manager P 1,155 16.47
19.05.05 Ulrich Leistner Regional Board Member P 1,200 16.61
23.05.05 Andreas de Maiziére Board of Managing Directors P 1,500 16.52
23.05.05 Martin Blessing Board of Managing Directors P 7,500 16.41
25.05.05 Nicholas Teller Board of Managing Directors P 2,500 16.35
30.05.05 Werner Weimann Regional Board Member P 1,000 17.25
30.05.05 Andreas Kleffel Regional Board Member P 64 17.68
06.06.05 Peter Biirger Group Manager P 660 17.85
07.06.05 Michael Seelhof Group Manager P 144 17.60
08.06.05 Michael Seelhof Group Manager P 150 17.72
08.06.05 Dr. Peter Hennig Group Manager P 455 17.73
22.06.05 Frank Annuscheit ClO P 210 18.57
05.08.05 Roman Schmidt Group Manager D 3,000 19.71
19.72
19.73
09.09.05 Hans-Hermann Altenschmidt Member of Supervisory Board D 530 22.50
21.10.05 Daniel Hampel Member of Supervisory Board P 250 20.80
17.11.05 Dr. Achim Kassow Board of Managing Directors P 2,500 23.66

All told, the Board of Managing Directors and the Supervisory Board owned
no more than 1% of the issued shares and option rights of Commerzbank AG on
December 31, 2005. Employees hold almost 2% of Commerzbank's capital; this
is due above all to the regular share issues to staff over the past 30 years.
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Accounting

For accounting purposes, the Commerzbank Group applies the International
Accounting Standards (IAS) and International Financial Reporting Standards
(IFRS); the individual financial statements of Commerzbank AG are prepared
according to HGB rules. The consolidated financial statements and the financial
statements of the Parent Bank are prepared by the Board of Managing Directors
and approved by the Supervisory Board. The audit is performed by the auditors
elected by the Annual General Meeting. The annual financial statements also
include a detailed risk report, providing information on the Company’s respon-
sible handling of the various types of risk. It appears on pages 56-93.

Shareholder relations and communication

Once a year, the Annual General Meeting of shareholders takes place. Above all,
it resolves upon the appropriation of the distributable profit, approves the
actions of the Board of Managing Directors and the Supervisory Board as well
as amendments to the articles of association and, if necessary, authorizes the
Board of Managing Directors to undertake capital-raising measures. Each share
entitles the holder to one vote.

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. At the same time, shareholders may influence
the course of the Annual General Meeting by means of counter-motions or
motions to extend the agenda. Shareholders may also apply for an extraordinary
General Meeting to be convened.

Commerzbank informs the public - and consequently shareholders as well -
four times a year about the Bank's financial position and earnings perform-
ance; further corporate news items that are relevant for the share price are pub-
lished in the form of so-called ad hoc releases. By means of press conferences
and analysts’ meetings, the Board of Managing Directors reports on the annual
financial statements and the quarterly results. For reporting purposes,
Commerzbank increasingly uses the possibilities offered by the internet; at
www.commerzbank.com, those interested can find a wealth of information on
the Commerzbank Group.

We feel committed to communicating in an open and transparent manner
with our shareholders and all other stakeholders. We intend to realize this claim
in the future as well.

Frankfurt am Main, February 14, 2006

Commerzbank Aktiengesellschaft
The Board of Managing Directors The Supervisory Board
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Private and
Business Customers

2005
Equity tied-up (€m) 1,891
Operating return
on equity 14.9%
Cost/income ratio in
operating business  77.9%

retail banking and
assel management

The Retail Banking and Asset Management division consists of the segments
Private and Business Customers and Asset Management. Through our nation-
wide branch network, we offer retail customers a broad range of products. In the
meantime, we serve our sophisticated private-banking clients at 37 locations
in Germany and at selected outlets abroad. In Asset Management, we have a
presence in Germany and in selected international locations.

Private and Business Customers segment

The Private and Business Customers segment is made up of the Private
and Business Customers and Private Banking departments as well as comdirect
bank AG. In view of the various special charges which had to be borne, we are
very satisfied with the operating profit of €282m. The operating return on equity
was 14.9% and the cost/income ratio 77.9%.

Private and Business Customers department

Our activities involving private and business customers have made good
progress. The basis for this success was strong sales performance; we had 35%
more contacts with customers, using them to conclude 20% more deals than in
the previous year. Our success on the distribution front was fuelled by broad
product sales and efficiency-raising measures under the grow to win pro-
gramme for excellence and growth.

Leading position in providing securities advice

In order to achieve a better match between Commerzbank’s securities expertise
and customers’ needs, new technical solutions were introduced in 2005 to
support advisers and customers in their investment decisions. As a result,
we are setting standards in German banking. Central to our project - Wert-
papier 100+ - is the idea that an investment strategy for specific customers
must duly take into consideration their investment mentality and actively
relate their individual financial and asset situation to current capital-market
information. Subsequently, constant comparisons have to be made between
the two. We achieve this by means of our “Infobroker” securities information
system, which is directly linked up with the Bank’s customer information system.
In addition, every market-induced structural change becomes evident by
comparing the customer’s custody account with model custody accounts, so
that the custody account can be adjusted at short notice at a meeting with
the customer.

For a broader range of investment products, Commerzbank has developed
its pioneering role in the distribution of third-party funds. This has been con-
firmed by the German standards control association TUV Siid, which once again
awarded Commerzbank the “tested fund selection” certificate — the only bank to
receive such confirmation. At Commerzbank, funds are subjected to a firmly
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defined, transparent and objective selection process. Only funds with the best
results are given a buy recommendation. They can be either in-house funds or
third-party products.

The decision to follow the recommendations of the selection process pays off
for customers: in 2005, the “best of” recommendations performed far better
than comparable funds. On average, they outperformed the index by almost 9%.
All told, we managed to expand the volume of securities under custody by as
much as €3.5bn to €38bn; revenue was 22% higher.

Market position in home loans expanded further

For the first time in three years, our portfolio of home loans expanded. New
business was 48% stronger than in 2004. We achieved this through a combina-
tion of our high-quality advice and attractive market conditions. In order to help
customers take better advantage of the favourable interest-rate situation, we
launched an innovative product — BaufiFlex — which responds flexibly to market
conditions. The public’s attention was caught by a year-long market offensive,
positioning Commerzbank as a leading provider of home loans.

The specialist on the spot derives support for the individual advice he or she
provides from a programme developed exclusively for this purpose. It offers
solutions extending far beyond a simple financing and is optimally tailored to
personal needs. These include various possibilities for obtaining public funds,
special redemption rights, and flexible availability of the loan.

The integration of Eurohypo into the Commerzbank Group has considerably
strengthened our position in the home loan area.

New business model for bancassurance and provision

Banks are playing an ever more important role as providers of special services
in private provision for old age. We have responded to this challenge with an
efficient and individual strategy for making such provision.

We have great competence in this field thanks to our cooperation with
our insurance partner, the AMB Generali group. With the excellent insurance
products of Volksflirsorge and our traditional banking and investment products,
the optimal solution can be found for every kind of provision need. In order to
handle the growing demand for services related to provision even better,
Commerzbank has overhauled its business model for advising customers in the
bancassurance and provision areas. Every account manager at every branch is
now able to give customers direct and individual advice on this topic. They are
supported in their efforts by the new ComVor software, a streamlined product
palette and an extensive coaching programme. For complex issues, they can
turn to the specialists of our Commerz Partner subsidiary. After the new business
model had been introduced, the number of deals concluded tripled.

Strong growth in basic products

Consumer loans benefited in particular from the more intensive sales efforts.
Year-on-year, the volume of new business expanded by 22% to €643m. The suc-
cessful introduction of FlexiCard, a reasonably-priced financial reserve, available
at all times, was a major driving force. The number of new accounts was similar
to the previous year’s; sales of cards rose by 30%.
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More consulting for business customers

Professional people, the self-employed and businessmen expect their bank to
provide them with convincing solutions for their business and private financial
affairs. In response to these needs, Commerzbank has considerably enhanced its
model for business customers.

The product range that is entirely geared to the needs of this group is a com-
bination of convincing solutions in business-related financial issues and all-
inclusive individual advice for private financial matters. In this way, we managed
to gain more than 20,000 new business customers last year. Thanks to the all-
inclusive support provided, we also boosted new business in investment loans
by a solid 40%.

Currently, Commerzbank is looking after over 440,000 business customers
at more than 600 locations in Germany. Customers benefit, therefore, from the
expertise and efficiency of a major international bank combined with regional
market knowledge and an on-the-spot presence.

SchmidtBank successfully integrated

The technical migration in early March 2005 put the final touches to the suc-
cessful takeover of SchmidtBank. All the accounts and custody accounts as well
as the investment products and loans of former SchmidtBank customers were
transferred to Commerzbank’s systems - all in all, over eight million data
records. Only ten months after the takeover, therefore, Commerzbank had
completely integrated the branch business of the long-established regional bank
into its own network, thereby notably increasing its market presence in Bavaria,
Thuringia and Saxony. We now have 791 outlets throughout Germany. We have
attracted altogether just under 350,000 new retail customers with our products
and services.

88 branches of the future
We are continuing to strengthen our branch network with the “branch of the
future” project. Branches of this type are customer-oriented and focus on con-
sulting and distribution. We achieve this, for one thing, through the standardi-
zation, streamlining and centralization of administrative functions; for another,
through modern and efficient self-service terminals. Here we also make it pos-
sible to effect other cash transactions such as in-payments of banknotes and
coins 24 hours a day. We will continue to introduce more automation, in terms
of both functionalities and locations.

Up to now, small branches in particular have benefited from the new format.
It enables us to have an on-the-spot presence and to respond to the customer’s
wish for a local source of services and continuity in the advice provided. As there
is a growing need for advice and products are becoming ever more complex, our
customers’ response is positive. In future, we will incorporate elements of the
new branch type at medium-sized and large branch offices.
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2006: consolidation and growth

In 2006 as well, our efforts will focus on establishing new business models -
both for looking after business customers and for private provision. We will con-
tinue to invest in preparing our sales network to meet the challenges of the
future and will continue to develop and enhance our grow to win programme for
excellence and growth. Last but not least, by integrating Eurohypo we intend to
improve our product range further and strengthen our position with private and
business customers.

Private Banking department

In Private Banking, we more than attained the ambitious goals set for last year.
Assets under management expanded by 12% in 2005 to over €22bn and con-
sequently well above the market average. As a result, we have further strength-
ened our position as one of the top three in Germany in looking after private
clients.

Just under 600 staff worldwide provide support for roughly 22,000 clients in
all wealth-related issues. Our all-inclusive service ranges from individual port-
folio management and active securities management via financial investment
and real-estate management to the management of foundations, estates and
private wealth. With its 37 locations — including those opened in Saarbriicken,
Regensburg and Bayreuth in 2005 - Commerzbank offers the greatest density of
private-banking outlets in Germany.

Internationally, four centres of competence in Zurich, Geneva, Luxembourg
and Singapore complement the services provided for wealthy private clients on
the spot in important financial centres and offshore markets. Our clients are also
able to benefit directly from the investment opportunities in the international
financial markets thanks to Commerzbank’s worldwide network.

Innovation leader for investment ideas...

Through the close links with Commerzbank’s Asset Management, our private-
banking relationship managers can directly tap the expertise of over 100 ana-
lysts and capital-market experts. This approach pays off: our portfolio manage-
ment regularly claimed top positions in the relevant league tables in 2005. Apart
from such traditional forms of investment as equities and bonds, investment
funds and certificates, a major focus last year was on promoting alternative
investments such as hedge funds, guarantee products and asset-backed securi-
ties. Here, we are guided by our clients’ underlying goals: to preserve value after
inflation and tax.

The asset structure of our clients can also be improved by granting credits or
by other investment instruments — such as equity participations or real estate.
Our main other advisory activities relate to helping clients to organize their
estates and to the management of foundations. Thanks to this extensive range
of services, we can offer all our clients specially tailored investment solutions.

...and quality leader for advice and support

Apart from the very close contact and the trust that exists between client
and relationship manager, it is the holistic view of the client’s wealth situa-
tion and his individual goals that is decisive. Consequently, the models for
providing advice and support need to be ideal fits. Last year, therefore, the
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Unternehmerbankiers (entrepreneur’s bankers) advisory concept was launched
for very wealthy private individuals with an entrepreneurial background. These
experts possess extensive experience in national and international corporate
and private investment banking. In addition, they are able at any time to draw
upon expertise from inside the Group and, if necessary, from outside it as well.

By strategically combining the efficiency and creativity of a major inter-
national bank with the exclusive and personal style of a local private bank,
Commerzbank Private Banking will substantially expand its market position in
the future as well. For this purpose, we plan further locations in Germany and
more activities abroad. A second strategic focus in 2006 is on raising the new
volume in portfolio management, which is one of the main factors contributing
to success in Private Banking.

comdirect bank

In the past financial year, we acquired T-Online International AG's 21.32%
interest in comdirect bank AG. Commerzbank now holds 79.9% of the company’s
share capital. We took this step because we are convinced that direct banking
still possesses substantial scope for expansion in Germany.

comdirect bank easily exceeded its targets in the 2005 financial year.
Although the comvalue programme for growth entailed additional investments,
our subsidiary managed again to improve upon its record result in the previous
year. At the AGM on May 4, 2006, its management board and supervisory board
will propose an unchanged dividend of €0.24 per share.

The product and market offensive launched in connection with comvalue in
2005 led to strong growth in all three fields of competence: brokerage, banking
and financial advisory. At year-end, comdirect bank was looking after over
656,000 customers, almost 6% more than a year earlier. The number of current
accounts, where acquisition efforts had been particularly intensive, rose by 75%
to 155,958, while the number of securities saving plans virtually doubled. Thanks
to inflows of funds and price gains, the total assets under custody increased
by 30% to €12.9bn; funds and deposits reached their highest level to date.
comdirect private finance, comdirect bank’s advisory subsidiary, was looking
after altogether 8,240 customers in 13 locations at year-end, thereby clearly
exceeding its set target for 2005 of 5,000 new customers.

Stage set for further expansion

With the expansion of banking and financial advisory, and also through the
closer meshing of the products offered, comdirect represents the bank format
of the future. On this basis, it is seeking above-average growth for those of its
revenue components that are largely independent of the stock exchange. The
comvalue programme for growth, which is scheduled to run for three years, is
being continued according to plan.

In addition to growing organically, comdirect bank made a successful acqui-
sition last year. In October, it reached agreement with American Express Bank to
take over a portfolio with roughly 44,000 customers on January 1, 2006, at a
price of about €13m. Thanks to this transaction, comdirect bank enters the 2006
financial year with around 700,000 customers.
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Asset Management segment

At end-2005, our Asset Management had altogether €98bn of assets under man-
agement, for the most part concentrated at our companies in Frankfurt, London
and Paris. Within an overall multi-boutique approach, these serve as centres of
competence for individual markets. With effect from November 1, 2005, we
adapted the organizational structure of Asset Management even more strongly
to the strategic challenges of the individual markets: German Asset Manage-
ment, comprising the COMINVEST group, COMSELECT and private portfolio
management; International Asset Management, comprising the major participa-
tions Jupiter International and Caisse Centrale de Réescompte, and also Asset
Management Real Estate with the Commerz Grundbesitz group.

In Asset Management, we achieved an operating profit of €120m in 2005,
compared with €177m a year earlier. The decline is mainly due to the reassess-
ment of staff profit-sharing models at Jupiter; otherwise, earnings performance
was stable. The operating return on equity was 22.3% and the cost/income ratio
79.5%.

German Asset Management department

The COMINVEST group concentrates on actively managed securities-based
funds for private and institutional customers mainly in Germany, and together
with the ebase subsidiary, on servicing and managing custody accounts.
Through a stronger sales orientation and by adjusting funds’ cost structure to
the market level, COMINVEST made a notable contribution to the overall result
of Asset Management.

Retail customers

After several difficult years, the investment industry in Germany registered
marked expansion in 2005. There was strong demand for bond-based funds in
particular; total return concepts met with especially great interest on the part of
investors looking for security.

An uneven picture emerged for the third-party, direct and Group distribution
channels. On account of our systematically pursued open architecture approach,
we had to accept notable outflows for our own fund products. Nonetheless, our
customers found innovative product conceptions convincing. Apart from tax-
optimized retail funds, modern products with dynamic capital protection are
increasingly regarded as a core competence of the ADIG brand. Stable per-
formance was registered by the direct and third-party segments.

COMINVEST’s marketing activities were concentrated on the ADIG Fondak
fund. Against this background, its volume more than doubled from €0.9bn to
€1.9bn last year. With performance of 33%, it once again did justice to its repu-
tation for being the best German equity-based fund. Numerous awards provide
objective confirmation for the quality of this retail fund.

Institutional clients

In institutional business, we raised the assets under management to €29.5bn in
2005. As in the previous year, shifts occurred between the various classes of
mandate. Redistribution was mainly prompted by tighter legal accounting
requirements as well as the possibilities opened up by investment legislation.

Asset Management

2005
Equity tied-up (€ m) 537
Operating return
on equity 22.3%

Cost/income ratio in
operating business  79.5%
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We were actively involved in this development, responding to the changes in
clients’ needs by introducing seven institutional classes for retail funds.
Whereas there was a slight decline in the volume of assets managed in the
273 special or non-publicly-offered funds and the 21 mandates by free portfolio
managers for institutional investors, we were able to expand the assets under
management in other forms of investment substantially in some cases.

For 2006, we are again aiming for profitable growth. This is to be realized not
only through new business but above all by marketing value-added services
requiring intensive advisory and by selectively adding to our product range
geared to the needs of institutional investors. In this connection, we are quite
consciously using third-party products under a multi-manager approach.
Cooperation with SEl is one of several successful examples here.

Professional custody service
European Bank for Fund Services GmbH (ebase) is a securities trading bank,
offering a platform for servicing and managing custody accounts. It has suc-
cessfully positioned itself as one of the market leaders among fund platforms.
In 2005, too, we introduced new products and gained new customers. Their
number rose sharply to over 940,000 and that of the custody accounts managed
to 1.7m. The assets under control expanded from €7.4bn at end-2004 to €11.5bn
at the end of last year.

International Asset Management department

Jupiter International achieves impressive growth

Thanks to rising equity prices and the good performance of its funds, our UK
subsidiary, the Jupiter Group, substantially improved its operating result once
again. With their stock-picking approach, the experts at Jupiter managed to beat
both the benchmark and peer groups. Their fine performance earned Jupiter’s
portfolio managers eighteen awards. These included such prominent prizes as
the Global Group of the Year 2005 award from /Investment Week, which Jupiter
received for the second time in succession.

Above all in retail fund management, Jupiter was able to raise its assets
under management to a disproportionately strong extent. The inflows were
spread between a large number of funds, including the flagships Jupiter Income
Trust, Jupiter Emerging European Opportunities and Jupiter Financial Oppor-
tunities funds. At the same time, some products were repositioned and
enhanced.

CCR strong in value-oriented equity funds

Our French subsidiary, Caisse Centrale de Réescompte (CCR), also raised its
assets under management considerably, by practically a fifth. This encouraging
expansion was largely based on CCR’s core competence, money-market funds
and equity funds managed according to the value approach. For these products,
the company boasts outstanding long-term performance and has also won
important prizes, such as France’s most famous Corbeille Award for the most
successful capital investment company in 2005.
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Real Estate department

Under the umbrella of Commerz Grundbesitzgesellschaft mbH, the two ope-
rational companies Commerz Grundbesitz-Investmentgesellschaft (CGl) and
Commerz Grundbesitz-Spezialfondsgesellschaft (CGS) manage Commerzbank’s
open-ended property funds. CGIl concentrates on retail funds and CGS on special
funds for institutional investors.

CGl’s flagship product is hauslnvest europa, launched in 1972. With a market
share of 12%, the fund continues to be one of the market leaders among German
open-ended property funds. As 80% of its real estate is held abroad, its investors
have a below-average exposure to market developments in Germany, compared
with the rest of the industry. All the same, the fund experienced sizeable net out-
flows due to market developments. Liquidity was ensured at all times, though.

CGI was able to acquire further attractive real estate for hauslnvest global,
which invests worldwide. It is the first German investor to commit itself to
Canada and Turkey, two markets of the future. Only two years after sales were
launched, hausinvest global has already registered inflows of over €1.3bn,
making it one of the most successful new funds in the past few decades. The
fund invests entirely outside Germany.

At end-2005, we launched another real-estate special fund, ShoppingCenterD.
All told, the company now manages six funds for institutional investors. Cur-
rently, the CGS funds portfolio consists of over 50 properties in nine European
countries, representing assets worth roughly €1.3bn.

Group companies and equity participations
in the Retail Banking and Asset Management division

Private and Business Customers department

comdirect bank AG

Quickborn 79.9%?
Commerzbank

International S.A.

Luxembourg 100.0%?

Commerz Service Gesellschaft
fir Kundenbetreuung mbH

Quickborn 100.0%

Commerzbank International
Trust (Singapore) Ltd.

Asset Management department

Commerz Grundbesitz-
gesellschaft mbH

Wiesbaden 100.0%

Capital Investment Trust
Corporation

Taipei 24.0%"
Commerzbank Asset
Management Asia Ltd.
Singapore 100.0%?

Singapore 100.0%"
COMINVEST

Asset Management GmbH
Frankfurt am Main 100.0%?
COMINVEST

Asset Management Ltd.

Dublin 100.0%?
Commerzbank Europe

(Ireland)

Dublin 61.0%"

COMMERZ PARTNER Beratungs-
gesellschaft fiir Vorsorge- und
Finanzprodukte mbH

Frankfurt am Main 50.0%

Commerzbank
(Switzerland) Ltd

Zurich 100.0%”

European Bank for Fund
Services GmbH (ebase)

Haar near Munich 100.0%”

COMINVEST
Asset Management S.A.

Luxembourg 100.0%?
Commerz International Capital
Management (Japan) Ltd.

Tokyo 100.0%?

1) The Parent Bank holds some of the interest indirectly; 2) the Parent Bank holds the interest indirectly.
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Caisse Centrale de

Réescompte, S.A.
Paris 99.4%?

Commerz Advisory
Management Co. Ltd.

Taipei 100.0%?
Jupiter International
Group plc

London 100.0%?
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Mittelstand

2005
Equity tied-up (€Em) 3,028
Operating return
on equity 13.5%
Cost/income ratio in
operating business  56.2%

corporatie and invesiment banking

In its three segments Mittelstand, Corporates & Markets and International
Corporate Banking, the Corporate and Investment Banking division looks after
our business relations with small, medium-sized and large corporate customers
worldwide, also assuming responsibility for our customer-based market activi-
ties. In the Mittelstand segment, just over 50,000 small to medium-sized enter-
prises are taken care of at our roughly 150 larger branches as well as around
650 larger corporates at five specialized larger corporates centres. The Cor-
porates & Markets department is subdivided into Markets, Sales, Corporate
Finance and Corporate Relationship Management, which maintains intensive
contact with our multinational clients. International Corporate Banking is
responsible for coordinating the contacts of our outlets abroad with their
corporate clients and other financial institutions.

Mittelstand on a successful course

Commerzbank is the only major bank in Germany to have an operational seg-
ment of its own devoted to small to medium-sized enterprises (SMEs or Mittel-
stand). This is intended to make both clients and the public aware of the out-
standing strategic importance for the Bank of the target group of companies with
annual turnover of €2.5m and higher. The unit is also designed to document
internally and externally our self-set goal of being the best bank for SMEs in
qualitative terms. This segment includes not only German corporate business
but also the Central and Eastern European region, the activities of our Polish
subsidiary BRE Bank, as well as the business operations of our Disseldorf sub-
sidiary CommerzLeasing und Immobilien.

The Mittelstand section enjoyed a very successful first year. All units made
solid contributions towards a stronger result, so that the RoE target was easily
exceeded. The 13.5% operating return on equity was almost three times its year-
earlier level. Key factors here were the marked increase in revenues and the
renewed decline in provisioning, due not only to falling insolvency figures but
above all to our conservative risk management. The encouraging result shows
that, even in the face of tough competition, profitable SME business is possible
in Germany.

More consulting - less administration

With our “"Move to the top” programme, launched in 2003, we want to concen-
trate our efforts above all on improving the support we offer SMEs and larger
corporates. In particular, optimized procedures are to ensure a high level of
reliability in credit processing as well as more time for consulting. Pursuing our
goal of "More consulting — less administration’, therefore, we have been able
to avoid staff reductions and other cost-cutting measures in sales up to now
— despite difficult economic conditions — and instead we are “investing” more
time in our clients and in further improving the level of staff qualifications.
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At the same time, we have systematically adapted our range of products and
services to the needs of our Mittelstand clients. This includes, for instance, an
internet-based rating application, which we will offer to existing and potential
customers in the first half of 2006. As a result, we will become one of the first
banks to offer an indicative rating of annual financial statements based on the
rating scale of the Initiative Finanzstandort Deutschland and our own rating
scheme. This makes the subject of rating much more transparent for our cus-
tomers and gives them greater security in dealing with it.

Nearly 10,000 new Mittelstand clients in two years

The overall conditions for Mittelstand business remained difficult in 2005. New
lending continued to suffer as a result of companies’ weak investment activity.
As market liquidity remained high, pressure on interest margins persisted. Only
in the final quarter were there more signs that investment was gradually picking
up and with it credit demand.

Even so, our ongoing initiative to gain new customers is a great success.
With practically 5,000 new customers last year, we easily exceeded our overall
target of 9,000, set for end-2006. Despite achieving our goal a year earlier than
planned, we will not relax our efforts to attract more Mittelstand firms to
Commerzbank.

Prominent among our successfully launched products geared to Mittelstand
needs and dimensions are borrower’s note loans or Schuldscheindarlehen.
Whereas the traditional borrower’s note loan was restricted to major companies
and came in lot sizes of €20m and more, our new portfolio-based and unsecured
variant can be used for financings of between €0.5m and €56m. With this instru-
ment, we are seeking to provide existing and new clients alike with direct, attrac-
tive access to the capital market.

With our “Mezzanine for the Mittelstand” programme, we made €350m of
subordinated capital available to roughly 50 firms last year. At the same time, we
added the product CB MezzCAP to the range of mezzanine finance. This involves
bundling the profit-sharing rights held by a group of corporate clients to form a
portfolio, which is then placed in the capital market in securitized form by a spe-
cial-purpose entity. Demand for CB MezzCAP was also very brisk, showing us
that we are on the right course with our equity surrogates; we intend to proceed
further in this direction.

Trade finance an anchor product

Traditional heavyweights in our product range are payments and cash-manage-
ment applications, in which we are one of Europe’s leading transaction banks.
Drawing upon our international sales network, we provide customers in over
50 countries with an electronic platform. Last year, we developed new internet
applications for L/C, collection and guarantee transactions, creating an interface
between our clients active in external trade and their contractual partners and
banks in the target countries.
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As part of our multi-channel strategy, we offer extensive and standardized
internet services. With a new internet site, we are now merging the functions of
the previously separate portals companydirect and companyworld, both of
which are being maintained in their existing scope, while further functions
have been added. The portal is available to our clients in nine languages
and in fourteen countries. More than 31,000 clients are now registered at
www.commerzbank.de/firmenkunden.

The market launch of our corporate credit card was a great success. More
than 5,000 individual contracts for the Commerzbank Corporate World Master
Card underline the attractiveness of this card.

Hedging interest-rate and currency risk

In line with our strategy of reducing existing large commercial solutions to a size
suitable for Mittelstand firms, we have lowered the threshold amounts for the
major interest-rate and currency hedging instruments considerably. Our clients
can now make safe calculations starting from amounts of only €100,000 for
interest-rate derivatives and €200,000 for currency derivatives. In this way, we
have responded to our customers’ desire to hedge smaller risks as well.

New manager-of-managers funds

On the investment side, we have extended our range of manager-of-managers
funds. In the form of individual portfolio structuring, our two multi-manager
funds permit any combination of equities and bonds, catering to both different
risk appetites and different expectations with regard to returns. Here, too, the
minimum investment of €100,000 is geared to Mittelstand companies.

Public sector ever more important

Municipalities with their variety of functions are rapidly gaining in importance as
a customer group. We provide sales support through target-group specialists at
head office and experienced communal relationship managers at our main
branches. Potential clients are both the public-sector bodies themselves and
separate enterprises such as local utilities and waste-disposal units. We also pro-
vide support for public-sector clients in connection with public-private projects.

New activities in Central and Eastern Europe

We have stepped up our SME activities in Central and Eastern Europe as well.
Since the start of last year, for instance, our Hungarian subsidiary has been
creating its own branch network in order to provide targeted support for small
and medium-sized firms. The results after a year are really encouraging, raising
our hopes for the future. We see this as a pilot project for a systematic expan-
sion of our corporate activities in the region.

We are also made confident by the success of our Polish subsidiary,
BRE Bank, through which we serve many German Mittelstand firms active in
Poland. By disposing of non-core activities, our subsidiary has continued to
recast itself successfully as a universal bank with strong retail operations, which
is in the black after only five years in the market.
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"Best bank” for larger corporates as well

In order to meet the special requirements of larger companies better, we set up
larger corporates centres in Hamburg, Dusseldorf, Frankfurt, Stuttgart and
Munich in 2004. This concentration of resources guarantees that the relevant
customer group receives intensive support from our Mittelstand unit. Our
declared goal is to be the best bank for larger companies as well.

Institutional clients — such as insurance companies, utilities and founda-
tions — are another interesting group. As a rule, they have a very individual
demand profile, frequently determined by regulatory provisions. We try to cover
these special demands as well by means of specialized relationship managers.

CommerzLeasing und ImmobilienGruppe outpaces the market

Our leasing and real-estate subsidiary, CommerzLeasing und ImmobilienGruppe,
stayed on an expansion course in 2005 as well, achieving a new record of €3.2bn
in its new business. While capital spending in the economy as a whole advanced
only marginally last year, the leasing market expanded by almost 9%. Growing
by practically 15%, the CLI group again easily exceeded the industry average.
Most of the business was generated in Germany, not least by the joint leasing
initiative with Corporate Banking. In what was a very successful year for this
group, its pre-tax profit topped the €60m mark for the first time. The portfolio
of contracts expanded to roughly €27bn. All of CLI’s business lines contributed
to the good overall result:

In Structured Investments, business activity focused on further developing
financing structures for both commercial and public-sector investments. The
most prominent transaction was the acquisition from the state of Hesse in
November of real estate for about €1bn. It is a good example of the growing
significance of public-private partnerships. The CLI group also made other
sizeable investments in research premises, new administrative buildings as
well as production and logistics facilities for major German and international
companies.

For CFB-Fonds, the launch of One Riverside Drive in Windsor/Canada and
Lloyd’s Building in London marked its first real-estate funds for projects in
Canada and the UK. In shipping, CFB has been pursuing the tonnage tax fund
approach for several years. In 2005, three container ships were placed. At the
same time, CLI has become the first initiator in Germany to launch four so-
called LNG ship-based funds with an overall volume of €800m. Last but not
least, in a joint project with Shell Solar in Bavaria, it realized the largest solar
power station complex connected to the power grid, representing an aggre-
gate investment of about €40m, in the form of a private placement. All told,
funds worth roughly €1.5bn were placed with investors in 2005, tying up
equity of €454m. Accordingly, investors’ capital held in 156 funds increased
to €4.1bn, representing altogether more than 100,000 individual investments.
Up to now, 96% of all funds have made the forecast distribution or exceeded
it, giving the CLI group a first-rate record.
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International
Corporate Banking

2005
Equity tied-up (Em) 1,388
Operating return
on equity 21.5%
Cost/income ratio in
operating business  53.1%

New business in Moveable Goods Leasing expanded by 13%, a key factor
behind this strong growth being the leasing initiative. For Mittelstand firms
in particular, leasing is frequently a flexible and attractive alternative to the
traditional bank loan. The range of products and services covers all the major
areas of capital goods for commercial clients, especially machinery and
vehicles as well as IT and intangible economic goods.

The CLI group is confident that it will be able to strengthen its position fur-
ther as one of the leading and most profitable leasing and fund companies in the
German market.

International Corporate Banking even more effective in future

Complementing our Mittelstand activities in Germany, our International Corpo-
rate Banking concentrates on the regions Western Europe, North America and
Asia, where we offer German SMEs primarily credit, payments and external-
trade finance. Local clients, mostly internationally active, are mainly interested
in structured special finance as well as complex interest-rate and currency
hedging instruments.

In Western Europe, we have been active for decades in the main countries
and financial centres and have a broad local and international customer base
there. Recently, our branches in Milan and Madrid have made good progress.
In order to operate more efficiently in other centres as well, we are currently
improving the structures of our operations and distribution. The locations
Amsterdam — which in February 2006 was transformed from a subsidiary into a
branch —, Brussels and Paris in particular have already launched measures to cut
costs in non-distribution areas. This will also mean that credit processing and
other back-office functions in the Benelux countries will be concentrated more
strongly on Luxembourg in future.

Excellent performance in North American business

Our four North American operational units in New York, Atlanta, Chicago and
Los Angeles continue to give us great pleasure. Their results were more than
half as high again as in 2004, which was in itself a good year, thanks to both
active credit management and continuing tight control over costs. We believe
that further potential synergies can be tapped by combining the activities of our
— now considerably slimmed down - investment-banking subsidiary Commerz-
bank Capital Markets Corporation with those of the New York branch.

In view of the strong momentum of expansion, we also see good opportuni-
ties in Asia. We realized substantial growth in trade finance and structured
financings. We are satisfied, therefore, with the results achieved by our opera-
tional units in Tokyo, Singapore, Shanghai and Hong Kong. Nevertheless, we are
currently investigating various scenarios there as well so that we can offer our
clients even better service and further improve the profitability of these units.
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Financial Institutions department: our gateway to the world

Within the International Corporate Banking segment, Financial Institutions is
responsible for all client relationships with German and foreign banks as well as
central banks and governments. In another very successful year, we managed to
raise the good year-earlier result by a quarter. The pre-tax return on equity was
an excellent 105%.

This performance rested on a global approach to providing services, with
central relationship management and a worldwide distribution network of 28
representative offices and delegated personnel, complementing our operational
outlets abroad. For 2006, new representative offices are planned in Vietnam
and Africa.

Professional service in global trade finance

Our position as a leading foreign-trade bank is primarily based on a closely-knit
network of relationships with over 6,000 banks throughout the world. For our
customers involved in external trade or companies investing in foreign markets,
these local connections form a bridge to their foreign partners. Our range of
products primarily includes

e high-quality advice on delivery transactions and investment plans,
e cover for claims under letters of credit or guarantees,

e foreign guarantees, reflecting local regulations,

e hedging for exotic currencies as well, and also

e external trade financing, from forfaiting to structured products.

We easily maintained our large market share of 16% in handling the financial
side of German exports and imports. In particular, we are well positioned in
emerging markets, which are important for many of our customers.

For our active role in Eastern European markets, we were again awarded first
prize in the Trade Facilitation Programme of the European Bank for Reconstruc-
tion and Development (EBRD). We also won a commendation for being respon-
sible from 1999 to 2005 for the largest number of transactions involving bene-
ficiaries in Africa under the TFP programme. In order to extend the Trade Facili-
tation Programme to new target markets, we also took part in the respective
programmes of the Asian Development Bank and the International Finance Cor-
poration in 2005.

A leader in precious metals...

Commerzbank is also one of the leading banks worldwide in precious metals.
Our activities cover both dealing in gold, silver, platinum and palladium and the
refining of these precious metals. Through the close meshing with our world dis-
tribution network, we intend to tap new sources of revenue in emerging markets
in particular. We offer our clients the entire range of products for physical and
non-physical precious metals alike. This includes individual investment solu-
tions for precious metals, but also borrowing and the hedging of complex risk
structures.
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Corporates & Markets

2005
Equity tied-up (€m) 1,818
Operating return
on equity 11.7%
Cost/income ratio in
operating business  78.7%

...and as a European transaction bank

In 2005, we strengthened our position as a leading European transaction bank
and as an institution offering a broad spectrum of payments services in euros
and other currencies. Commerzbank is well-prepared to meet the challenges of
the ever more rapidly changing market. We have made intensive preparations
for the emerging single European payment area so that we will be in a position
to offer competitive services in the future as well.

Priority for compliance

Given the global character of Financial Institutions’ duties, it bears special
responsibility for aspects relevant to compliance. In order to identify and prevent
money laundering and the financing of terrorism, for example, a money laun-
dering prevention office has been set up that is linked up with the Bank’s distri-
bution units. Drawing upon our knowledge of the cultural, economic and legal
conditions, we practise not only an extended customer due diligence but also a
special assessment and identification of the risks.

Growing importance of ProCredit banks

The ProCredit banks in Serbia-Montenegro, Kosovo, Bosnia-Hercegovina, Alba-
nia, Bulgaria, Romania and Georgia form a special focal point in the promotion
of small and medium-sized businesses in South-Eastern Europe. Commerzbank
is involved in these ProCredit banks as part of a unique public-private partner-
ship including international development banks and ProCredit Holding. Above
all in Serbia and Bulgaria, ProCredit banks have become important financial
institutions.

Corporates & Markets: repositioning bears fruit

Last year, Corporates & Markets initially underwent extensive strategic reposi-
tioning. After incurring a loss in the third quarter of 2004, unprofitable busi-
nesses were cast off and the Bank announced plans to cut roughly 900 front- and
back-office jobs. Since then, much has changed. The process of merging our
multinational corporate activities with the London branch and investment
banking under a new roof is largely completed and the unit is now producing
good and steady earnings performance.

The strong year-on-year swing of €287m in the operating profit confirms that
we took the right decision. This really encouraging result was achieved despite
a 30% smaller workforce, risk reduced by half and 10% less capital tied up, show-
ing that our clear concentration on customer service and on our core markets in
Germany and throughout the rest of Europe is bearing fruit. We are confident
that we can make further progress pursuing this approach and achieve even
better results — without returning to the higher volatility of previous years.

Markets: strong demand for innovative products

All four sections of this business line were successful in 2005. This was espe-
cially true of equity derivatives. Enhanced by the Bank’s proficient distribution
channels, innovative products were repeatedly brought to market, making us
one of the top issuers of equity derivatives products in Europe.



CORPORATE AND INVESTMENT BANKING

Our high levels of client service and our strong product range also led to
brisk trading in interest-rate products. Thanks to the successful integration of
corporate-banking activities and investment banking, we were above all able to
boost sales of hedging products to Mittelstand companies.

For credit, 2005 was a mixed year, but despite this difficult environment we
revamped this section and the first signs of recovery have emerged. Increas-
ingly, we will now focus on the active management of parts of our loan book and
on making better use of the Bank’'s emerging markets’ expertise.

The overhaul of our investment-banking activities had an especially strong
impact on our foreign-exchange operations, which we have concentrated on
Frankfurt again, enabling us not only to cut costs considerably, but also to offer
enhanced service quality for our clients. The new organization introduced in
options business will help maintain this positive trend.

Alternative Investments proved to be a solid platform over the year. Cor-
porates & Markets also benefited from a round of cost-cutting in Securities
Finance. The good performance in this area was due primarily to repo loan
trading, bond repos and a number of deals in the structured securitization
lending business. In 2006, the Bank plans to develop a stronger institutional
franchise.

Higher investment in distribution pays off

The streamlined and clearly focused sales effort as well as further investment in
the branch distribution channels paid off last year. Consequently, the distribu-
tion of multi-asset products to retail and flow clients registered outstanding
performance, and we were voted “Best in Germany” for structured products by
Structured Products Magazine. According to the magazine, “Commerzbank has
lived up to its title as a specialist in exotics by capitalising on the German mar-
ket's appetite for early redemption notes with the issue of some blockbuster
products this year. Its effort to increase market share through the structured
fund space — a markedly more challenging product space for German issuers —
has helped it stand out from the competition. Commerzbank illustrated how
quantity is not a substitute for quality.” At the same time, we have cemented our
position as one of the leading players in the German market for listed certificates
and warrants. In 2005, Commerzbank was the largest German issuer on the Euro-
pean Warrants Exchange (EUWAX).

Distribution of investment-banking products to corporate clients has bene-
fited from Corporates & Markets assuming responsibility for looking after
several of the largest corporate groups. By systematically promoting the distri-
bution of commercial and investment-banking products, the segment has estab-
lished itself as a competent and reliable partner for this group of clients.

Due to our efforts to create the necessary framework for stronger growth,
there was less progress in distribution to institutional clients than in other areas.
However, Corporates & Markets was able to increase its visibility further in Bank
Notes business with institutional clients.

Many transactions in Corporate Finance

Corporate Finance proved to be one of the cornerstones of our investment bank-
ing in 2005 as well. Within this group, the Leveraged Finance team stood out
once again. With ten mandated lead arranger roles, we secured our top position
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in the German market for leveraged corporate acquisitions. We also completed
a record number of transactions across Europe. Our clients included, for exam-
ple, KKR, Carlyle, Advent, Permira, Triton, Alpinvest and Nordwind.

In 2005, the market for syndicated loans was dominated by high-volume
transactions for multinational corporate borrowers, who took advantage of the
low funding costs and high liquidity in the market. Many small and medium-
sized companies and institutions from Western and Eastern Europe followed this
trend. We arranged and syndicated credit facilities for such companies as Volks-
wagen, France Télécom and Degussa.

Despite significantly lower issuance of corporate bonds, we were the
bookrunner again for a variety of issuers. The familiar names included
ThyssenKrupp, Sixt, Rheinmetall, Bertelsmann and DaimlerChrysler. In this area,
too, it is our declared strategy to concentrate exclusively on clients’ require-
ments rather than buying into league tables.

We have significantly increased our standing in covered bonds and public-
sector bonds. We were a bookrunner for issues for the states of Lower Saxony
and North Rhine-Westphalia, as well as for Hypothekenbank in Essen, Eurohypo,
Berlin-Hannoversche Hypothekenbank and Wiirttembergische Hypothekenbank.

In line with Commerzbank’s commitment to German Mittelstand companies,
our securitization team joined forces with experts from the Mittelstand unit to
launch some innovative financing instruments for this target group. One promi-
nent example is our new Schuldschein initiative, giving investors an attractive
opportunity to become involved in securitized credits for Mittelstand firms.

Spurred by the favourable state of the stock market, the number of IPOs has
risen sharply in Germany. One of the most successful was Conergy AG, for
which we were joint bookrunner. This transaction earned us the Financial News
European Small/Mid Cap Deal of the Year Award. We were also involved last
year in the IPOs of the Polish Grupa Lotos as lead manager for the international
offering and as co-lead manager for MTU and also as co-manager for Praktiker.

Among the rights issues for which we served as bookrunner that for Heidel-
berger Zement attracted much attention. Another important transaction was SAP
AG’s tender offer for SAP Systems Integration. Corporates & Markets also
successfully contributed to several of Commerzbank’s own transactions, such as
the capital-raising in November to partially finance the acquisition of Eurohypo
and the placements of holdings in Banca Intesa, Heidelberger Druckmaschinen
and MAN.

Last but not least, the M&A group was involved in altogether eight trans-
actions. We were active as a financial adviser, for example, in Hassia Mineral-
quellen’s acquisition of Brau und Brunnen Mineralquellen.

Corporate Relationship Management making good progress

With the reorganization of investment banking, multinational companies are
now looked after by Corporates & Markets. This not only guarantees more inten-
sive relationship management for this sophisticated group of clients, but also
gives us great potential for selling complex financing solutions. We also have
better opportunities for active cross-selling. We plan further expansion in this
area and will make the necessary investment for this.



Group companies and equity participations
in the Corporate and Investment Banking division

Mittelstand

CommerzLeasing und
Immobilien AG

Diisseldorf 100.0%"

BRE Bank SA

Warsaw 71.5%2

International Corporate Banking

Commerzbank
(South East Asia) Ltd.

Singapore 100.0%

Corporates & Markets

CBG Commerz Beteiligungs-
gesellschaft Holding mbH

Bad Homburg v.d.H. 100.0%

Commerz (East Asia) Ltd.

Hong Kong 100.0%

Commerzbank Capital Markets
Corporation

New York 100.0%

1) The Parent Bank holds some of the interest indirectly.
2) The Parent Bank holds the interest indirectly.

CORPORATE AND

Commerzbank (Eurasija) SAO

Moscow 100.0%
PT. Bank Finconesia
Jakarta 51.0%

Commerzbank Zrt.

Budapest

INVESTMENT BANKING

100.0%
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staff and welfare reporit

On an expansion course

By making far-reaching decisions and introducing selective changes we ushered
in the transition from the consolidation of costs to the sustained strengthening
of the Bank’s earnings performance in the 2005 financial year. With the adjust-
ments to our staff numbers completed in 2004, the Group’s workforce expanded
again slightly in the year under review, from 32,820 to 33,056.

Staff survey — an authentic picture after challenging years

The necessary consolidation of costs presented Commerzbank’s staff with great
challenges and also imposed personal burdens on them. This phase of the
adjustments to personnel and performance was successfully completed in 2004.
For us, it was then important to gain an immediate impression of the mood of
our employees. In May and June of last year, therefore, a detailed survey of
Commerzbank staff was carried out with the support of a prominent market
research institution. The objective was to obtain a more differentiated picture of
the Bank’s strengths and weaknesses and to use this as a basis for introducing
concrete measures for change and improvement. The extraordinarily high par-
ticipation of more than 16,000 employees in the questionnaire — translating into
a participation rate of around 72% - shows the great interest of our staff in the
fate of “their” Commerzbank.

The findings of the survey reveal both strengths and weaknesses. Generally,
the well-functioning cooperation in people’s own area of work and the support
given by superiors are judged positively. On the other hand, deficits are seen as
far as the transparency of the Bank’s strategy, market and customer orientation,
and also the possibilities for further qualification and development within the
Bank are concerned.

Based on the extensive findings of the staff survey, we developed numerous
measures and initiatives that are relevant throughout the Bank in three key fields
of action — “market and customer orientation’, “communication of strategic
orientation” and “personnel development and management” To supplement
these, local suggestions for improvement were worked out in all branches and
departments in the various regions in order to overcome the weak spots which
had been identified. Implementation of these measures began in the final quar-
ter of last year and will stretch until well into 2006. In view of the many positive
experiences gained through the staff survey, we intend to repeat it in future
at regular three-year intervals in order to test the success of the measures in
bringing about improvements.

New conception for practical training of younger staff

One central function of personnel management for achieving lasting success in
a fiercely competitive situation is to ensure that younger staff systematically and
consistently gain qualifications. For this purpose, we have improved our devel-
opment programmes once again, strengthening the practical element. Our staff
will now undergo further training alongside their normal job. In other words,
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Data on Commerzbank’s personnel*!

2005 2004 Changein %
Total staff Group™ 33,056 32,820 0.7
Permanent staff Group? 30,177 29,887 1.0
Total staff Parent Bank" 24,649 24,860 -0.8
including: based abroad 1,934 2,102 -8.0
including: trainees 1,332 1,282 3.9
Permanent staff Parent Bank 22,399 22,681 -1.2
Length of service 14.4 14.7
Average age 40.4 40
Staff turnover ratio Parent Bank in Germany 3.1% 5.3%
Percentage of sick 3.3% 3.3%
Percentage of part-time staff 20.8% 20.5%
Total pensioners and surviving dependents 12,022 11,855 1.4

*) Actual number employed; 1) including local staff in representative offices and cleaning and kitchen personnel, excluding staff on mater-
nity leave and long-term sick; 2) employees, excluding trainees, junior executive staff, temporary staff, volunteers, cleaning and kitchen
personnel, staff on maternity leave and long-term sick.

during their training they will initially perform their existing function. Through a
so-called skill-management system, employees’ present skills will be compared
with the job and skill profiles defined for the position to which they aspire.
This leads to an individual qualification and development plan. Subsequently,
they proceed through this plan, step by step, parallel to the function they con-
tinue to perform. In this way, we will be able to train our personnel far more indi-
vidually in future and even more in line with actual needs. And Commerzbank
can also considerably broaden its range of internal training opportunities for
younger staff.

Another sharp rise in the number of trainees

Our stronger commitment to the career development of younger staff can be
seen in the Bank’s vocational training. While we concluded roughly 400 new
training contracts in 2003 and took on 518 new trainees in 2004, we raised
the number again in 2005 to almost 600. All told, over 1,300 young people were
training for their future careers at Commerzbank AG by the end of the year under
review. To an even greater degree, therefore, we are assuming our social
responsibility for the younger generation, to which we have been committed
for many years now. At the same time, we are establishing a sound stock of
qualified young people to secure the Bank’s future.

Management a success factor in a customer-based approach

With competition consistently keen in the banking market, products alone do not
determine a bank’s success with customers, as frequently innovative products
are soon copied by others. Rather, a bank’s staff are crucial for its success. The
central functions of management are to achieve an optimal combination of their
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| special awards
2005 |

Top-100 Employers Award
2005

Commerzbank was voted one
of Germany'’s top employers
in 2005 by the trendence
Institut fir Personalmarketing
GmbH and Wirtschaftswoche

magazine.

“Erfolgsfaktor Familie 2005”
competition for companies
Together with the “Frauen

in der Wirtschaft” forum,
Commerzbank won a special
prize in the competition for
companies initiated by the
German government in con-
junction with Germany’s lead-
ing business associations and
trade unions to promote a
better combination of family

and career.

Advertisement of the year -
2004/2005 trainee campaign
Readers of Unikum Abi, a
magazine with a circulation of
over 300,000 and 2.2 million
readers, and one of the most
important periodicals for
young people still at school
or finishing school, voted the
Commerzbank motif | jungs,
ich geh zur bank | ad of
2004.

skills and a systematic focus on customers’ needs. More than ever today,
management is a key factor in a company’s long-term success. That is why
we are continuing to invest intensively in selecting, promoting and developing
managerial personnel at Commerzbank. We further refined our long-established
management circle approach last year, adapting it more closely to the require-
ments of the various business lines. Many other companies have taken up this
approach in the meantime - confirmation that we are on the right course.

Performance-based remuneration - results count

The management process at Commerzbank is supported by an all-inclusive and
flexible remuneration policy. It is intended to increase the efficiency and pro-
ductivity of our staff, promote entrepreneurial thinking and action, encourage
people to assume responsibility and strengthen the loyalty to the Bank of key
personnel. In order to attain these goals, we will replace certain components of
remuneration which in the past were paid indiscriminately to all staff with result-
and performance-based components in future. The overall amount of this profit-
sharing plan will reflect the respective business results of the Bank and, depend-
ing on how these turn out, may even be larger than the former November spe-
cial bonus. The overall amount will be distributed to individual employees
strictly in line with their performance. We believe that this new system of remu-
neration will make an important contribution towards strengthening the per-
formance culture at our Bank, thereby providing sustained support for our com-
mercial success.

Diversity - living with variety

Diversity enriches our lives and also day-to-day working alongside others at
Commerzbank. For us, this means regarding the different qualities of all our staff
as a special asset, appreciating it and using it.

Successful examples of Commerzbank’s many diversity measures are:

¢ Flexible working conditions

e A number of childcare facilities
In particular, our staff can have their children — up to and including kinder-
garten age — looked after by qualified personnel at the new creche, Kids & Co.,
in Frankfurt am Main, with its highly flexible opening times.

e Mentoring programmes
Female staff can benefit from the experience of selected managers at other
companies, obtaining support for their career development.

e Support for employee networks
Active support is given to “Courage’, the network for women, to the “arco”
network for gays and lesbians, and to the “Fokus Vater” network for fathers.

By considering the individual life-styles of our employees and by offering
them support, we are able to improve their job satisfaction and motivation per-
ceptibly. For younger people in particular, an attractive employer is always one
who treats them in a partner-like way.
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Company healthcare management - benefits all round

Nationwide cooperation with the company doctors, industrial psychologists and
social workers of our external service provider Deutsche Bahn Gesundheits-
service GmbH forms the core of our healthcare management scheme. The com-
bination of these three different professions ideally complements the range of
services provided by our internal personnel work and has frequently proved its
worth. As a result, we have been able to raise substantially our value added in
human resources management and consequently in economic terms as well.

In the 2005 financial year as well, Commerzbank expanded its company
healthcare management. For some time, we have been pursuing, among other
things, the declared goal of tackling such problems as victimization, sexual
harassment and discrimination professionally and of doing all in our power to
ensure that such situations do not arise. In connection with this initiative,
we gave intensive coaching to numerous personnel advisers and staff-council
members last year. These members of staff are now available to advise poten-
tially affected employees and mediate on their behalf.

In addition, we have launched a pilot project in a large processing centre of
the Bank for developing structured management for periods of absence and the
reintegration of staff. First, the reasons for abnormally long periods of absence
are investigated and measures are devised to reduce them and, if necessary, to
reintegrate people. Commerzbank wants to provide even more intensive support
to help employees quickly regain their capacity to work. It is planned to use
this programme as a standard, extending it later to other organizational units of
the Bank.

We thank our staff for their cooperation

Within a short time, Commerzbank has achieved a turnaround in growth and
earnings. We can be proud of this and thank all our staff quite emphatically. In a
difficult environment, it is they who have made this success possible through
their performance and their commitment.

We are also especially grateful to the staff councils, the representatives of the
Bank's senior staff, and to the representatives of both the physically disabled and
younger staff. Through their constructive and responsible cooperation, they too
have contributed to the Bank’s success.

Further detailed information on Commerzbank’s commitment to the welfare
of its employees, complementing this staff and welfare report, can be found in
our “Corporate Responsibility Report”
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Data and facts on the
Commerzbank share

Bearer shares 803 200

Reuters CBKG.DE
Bloomberg CBK GR
ISIN DE0008032004

Performance of the
Commerzbank share 2005

Daily figures,
30.12.2004=100

our share, strategy and outlook

Outstanding performance of the Commerzbank share

Despite rising interest rates, high oil prices and persistently weak economic
activity, the DAX registered a plus of 27.1% in 2005. Soaring by 71.6%, the
Commerzbank share was the second-strongest stock in Germany’s leading
index. Its performance also far exceeded that achieved by its national and inter-
national competitors.

In the course of the year, the share price steadily climbed within a range of
€15.17 to €27.06, finishing the year at €26.02 — a level last seen in summer 2001.
Trading volume expanded with the increase in the share price. On average, 4.3m
Commerzbank shares changed hands daily, a rise of more than 20% on the pre-
vious year.

Within a year, Commerzbank’s market value practically doubled. With a mar-
ket capitalization of €17.1bn at end-2005 (previous year: €9.1bn), Commerzbank
was 12th in the list of DAX companies with a weighting of 2.7%.
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Communication an important factor behind success

Communication with investors and analysts was given priority in 2005 as well.
Apart from the regular conferences for presenting the quarterly reports, we held
25 roadshows in Germany and abroad and took part in 12 international con-
ferences. We also presented Commerzbank at more than 200 one-on-one meet-
ings. The Board of Managing Directors were involved even more than in the past
in our communication with the financial community.

Roughly 40 brokerage houses produced and published regular reports on
Commerzbank. Virtually all of them gave the Commerzbank share either a buy or
a hold recommendation — a good indication of the very positive response to the
achievements of the Bank and its staff.

In September, we held our fourth Investors’ Day. Once again, the members
of the Bank’s management board explained the strategy of the business lines for
which they are responsible, after which they were available for extensive dis-
cussions. For the first time, the event was rounded off by two in-depth work-
shops — an idea that met with a positive reception and will be repeated. In 2006,
our Investors’ Day will be held on September 21.
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Among other things, we provide our private investors with current and
extensive information on the Investor Relations pages of our internet site. Using
our e-mail services, we are able to pass on important information immediately
and simultaneously.

Eurohypo acquisition — a milestone

The successful conclusion to the negotiations with Deutsche Bank and
Allianz/Dresdner Bank to acquire the interests they held in Eurohypo marked a
milestone in Commerzbank’s history. The €4.56bn takeover of Eurohypo was
financed among other things by a capital increase. Through an accelerated book-
building offering, Commerzbank sold 57.7m of new shares from an authorized
capital increase to institutional investors. Within a few hours, the available
volume had been more than three times oversubscribed. The price of the new
shares was above the previous day’s closing price. The overwhelming demand
confirmed the view of analysts, investors and rating agencies that the acquisi-
tion of Eurohypo is an important step for Commerzbank.

At present, 13 teams are working to complete the acquisition of Eurohypo
and successfully integrate it into the Commerzbank Group. The integration
process is running according to plan. Further details will be released together
with the first-quarter results of 2006.

The integration will definitely create added value for our shareholders.
Despite the restructuring expenses, we expect a stronger net profit and a higher
return on equity even as from 2006. Our shareholders should benefit from this
positive development in the form of correspondingly higher dividends.

Operational units achieve their goals

A glance at the performance of the individual segments reveals that all units
achieved or exceeded their set goals. Mittelstand, Corporates & Markets and the
Mortgage Banks segment were especially encouraging.

Private and Business Customers segment

In 2006 as well, we will invest in expansion in the Private and Business Cus-
tomers segment. Concrete investments are planned in our online banking and in
branch business. In Private Banking, we are opening new offices in order to
increase our presence nationwide. We also intend to build upon our successful
position in foreign markets — in Switzerland, for example. As investment in

Stock-exchange listings of the Commerzbank share

Germany
Berlin-Bremen Hanover
Disseldorf Munich
Frankfurt Stuttgart
Hamburg Xetra
Europe North America
London Sponsored ADR (CRZBY)

Switzerland CUSIP: 202597308

STRATEGY AND OUTLOOK

Turnover in
Commerzbank shares
2005

in € bn, quarterly figures

4

Daily turnover

in million units

High 31.45
Low 0.91
Average 4.26

F-41



F-42

MANAGEMENT REPORT

expansion will be higher once again, we currently expect a stable operating
profit from Private and Business Customers in 2006. In retail business, we will
continue to pay close attention to provisioning. Given the continuing strains on
the labour market, we have to reckon on a slight increase.

Asset Management segment

Our individual Asset Management units registered good performance, living up
to our expectations in 2005. In the final quarter in particular, there was an
increase in revenue. Investment in 2006 will focus on selective marketing mea-
sures for our core products, the development of new products and further
expansion of the distribution of third-party products. We expect a higher ope-
rating profit in 2006. As the problems of several competitors have led to sizeable
outflows of funds since last December, we are closely watching how open-ended
property funds develop. However, we are confident that, thanks to our profes-
sional management and also to the new guidelines, the situation in the industry
will definitely return to normal again.

Mittelstand segment

In this segment, we will strengthen our position as the leading German bank in
2006, continuing our successful strategy of offering Mittelstand clients innova-
tive products and larger corporates value-added services. As things stand today,
we will be able to reduce our provisioning in Germany further. In Central and
Eastern Europe — a region which belongs to the Mittelstand segment — we will
continue to examine opportunities to expand through acquisitions. In these
locations, we also intend to streamline procedures and back-office functions.
Our successful subsidiary BRE Bank achieved its earnings turnaround in 2005,
strengthening its position in both retail and corporate business. For 2006, our
Polish subsidiary is aiming for a pre-tax return on equity of over 18% and one of
no less than 20% in 2007. In view of the positive development, we expect this
segment to produce an operating return on equity of over 15% in 2006, which we
want to raise to 17% by 2007.

International Corporate Banking segment

Here we concentrate on Western Europe, North America and Asia. The restruc-
turing, already introduced in 2005, will be continued in the current year. We have
begun to centralize our foreign units and to concentrate back-office activities.
The good result in 2005 was mainly due to the reversal of loan-loss provisions.
As a repeat of this seems unlikely at the present time, we assume a lower return
on equity for 2006.

Corporates & Markets segment

In this area, the clear concentration on customer-based trading and on our core
regions, combined with cost-cutting, has been highly successful. In future, we
will focus on boosting sales of structured products and taking over more man-
dates as lead managers for European corporate bonds. Successful cooperation
with Commerzbank’s corporate clients will be further enhanced. Benefiting from
the systematic reduction of the equity tied up in this segment, the operating
return on equity is intended to reach 15% in the current year and even 20% in
2007.



OUR SHARE, STRATEGY AND OUTLOOK

Mortgage Banks segment

2005 was a really successful year for our mortgage banks. The positive per-
formance of Eurohypo and Hypothekenbank in Essen led to an operating profit
of €350m (previous year: €139m).

Strategic orientation and outlook

e Commerzbank will strengthen and build upon its position as Germany’s lead-
ing commercial bank.

e We will continue to play an active part in the ongoing consolidation of the
German banking market.

e In the future as well, we will concentrate on our core competencies and
ensure dynamic earnings performance in our Mittelstand, Corporates & Mar-
kets and Mortgage Banks segments.

e Given favourable overall conditions, we will dispose of further non-strategic
investments.

e Qur target in 2006 is an after-tax return on equity of more than 10%. Taking
the economic situation and the development of the capital markets into con-
sideration, we continue to aim for an after-tax return on equity of 15% in the
long term.

Commerzbank more than achieved its goals in 2005. And the acquisition of
Eurohypo will considerably extend our scope for action and our Bank'’s strategic
perspectives. We will continue to pursue a course of stability and focused
growth in the future as well in order to become Germany’s leading major bank
for retail and corporate customers.

Commerzbank’s 2006 financial calendar

May 4, 2006 Interim report as of March 31, 2006
May 17, 2006 AGM, Jahrhunderthalle Frankfurt
August 9, 2006 Interim report as of June 30, 2006
September 21, 2006 Commerzbank Investors’ Day
Early November 2006 Interim report as of September 30, 2006
February 2007 Annual results press conference 2007

All the major Commerzbank corporate news items are also available from “Investor Relations” on our homepage: www.commerzbank.com.
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Main highlights in 2005

For the third year in a row, the Bank was able to lower its loan-loss provisions
by much more than €200m to €566m; accordingly, the net provisioning ratio
was reduced to 0.34% of total lending (previous year: 0.52%).

Economic capital (ECap) was reduced as planned during the year by re-
moving bulk risks in lending (ECap lowered from €5.5bn to €4.7bn) and
through the sale of non-strategic equity holdings (ECap lowered from €1.7bn
to €1.2bn).

The Group-wide introduction of the Commerzbank Master Scale at the start
of the year as well as new incisive rating and scoring procedures — combined
with improved risk-adjusted pricing — led to better risk selection and, in
future, to the need for less economic capital.

The results produced by statistical methods of estimating the security
furnished and recovery rates, implemented in connection with the Basel Il
project, were integrated into the credit risk model, as part of current efforts
to enhance it.

The main goals set for the Basel Il project in 2005 were achieved according
to plan and the application for certification of the IRB Advanced Approach
was submitted to BaFin by July 2005.

The methods required by the supervisory authorities for identifying, mea-
suring, monitoring and steering operational risk are either already in use
throughout the Group or at the pilot stage. It is planned to submit an appli-
cation for approval of the Advanced Measurement Approach for operational
risk in accordance with Basel Il in the second quarter of 2006.

The implementation of the Minimum requirements for the risk management of
credit institutions (MaRisk), which is supposed to take place by January 1,
2007, is proceeding according to plan at the Bank. Many of the requirements
have already been implemented and we assume that the points still to be
covered will be dealt with on time.

In 2005, the Bundesbank conducted an examination of trading activities pur-
suant to Art. 44, (1), KWG (German Banking Act) on the instructions of BaFin.
As a result, BaFin confirmed that, in the areas examined, our Bank is comply-
ing with MaH and that its internal control system is appropriate in terms of the
scope, complexity and risk character of the trading activities it conducts.

The German banks’ auditing association conducted an examination of
Commerzbank’s system of deposit protection in 2005. The examination con-
firmed that, in the areas examined, Commerzbank pursues a cautious credit
policy and evaluates security properly.
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l. Risk-based overall Bank management

1) Risk-policy principles

The Commerzbank Group’s value-based overall Bank management involves
taking on identified risks and managing them professionally. Risk-management
activities focus on making efficient use of equity from the risk and return stand-
points:

The Bank's Board of Managing Directors defines risk-policy guidelines as part
of the annually reviewed overall risk strategy, which it has established.
Previously consisting of various sub-strategies, this overall strategy will be
examined in future for its compatibility with the Group’s business strategy in
accordance with the new MaRisk.

The Board of Managing Directors and the Supervisory Board are informed
promptly in the form of comprehensive, objective reports of the Bank’s risk
situation.

At Board level, the Chief Risk Officer (CRO) is responsible for controlling all
of the quantifiable risks (especially credit, market, liquidity and operational
risk) of the Commerzbank Group and also for working out and implementing
its overall risk strategy.

As part of his responsibility at Group level for the operative credit function,
the CRO assumes the management function for all credit risks.

All quantifiable risks are monitored under the economic capital approach
according to Group-wide standards and geared to the Commerzbank Group's
risk-taking capability. This makes possible an efficient use of capital.

The CEO bears responsibility for risks related to the Bank’s business strategy
and reputational risks.

The CFO assumes responsibility for compliance risk (investor protection,
insider guidelines, money laundering, etc.).

The risk-policy guidelines and structures are presented in a Risk Manual,
available to all staff via intranet. It is the basis for processing and communi-
cating all the major types of risk in a uniform manner throughout the Group
and consequently provides support for the management of identified risks
within the Commerzbank Group.

The early-warning and monitoring systems for risk are designed to achieve
qualified and prompt identification of all the major risks.

We make sure that the risk functions, whose efficiency we constantly
examine using modern steering systems, are well-equipped with personnel
in qualitative and quantitative terms.

In view of the contribution made by efficient risk management to corporate
success, especially in the case of a financing bank like Commerzbank, we
always want to be state-of-the-art here.

Applying appropriate stress and scenario analyses, we keep a watchful eye
on the downside risk for all the relevant portfolios and, if necessary in terms
of risk management, we launch counter-measures in good time.

As a result, the risk-management system makes a major contribution
towards optimizing the structure of the Bank’s risk and returns, and towards a
value-based management of the Bank.



2) Risk categories
Commerzbank defines risk as the danger of possible losses or lost profits which
may be caused by internal or external factors. For risk-management purposes,
Commerzbank distinguishes between quantifiable and non-quantifiable types of
risk.

All quantifiable risks are part of Commerzbank’s overall risk strategy in
accordance with MaRisk requirements and the economic capital approach (the
refinancing risk not being included here). The individual risks are:

Credit risk: the risk of losses or lost profits due to defaults (default or deteri-
oration in creditworthiness) of counterparties and also the change in this risk.
Apart from this traditional risk, credit risk also covers country risk and issuer
risk as well as counterparty risk and settlement risk arising from trading
activities.

Market risk: the potential negative change in value of the Bank’s positions as
a result of changes in market prices (interest rates, spreads, currency and
equity prices), their derivatives or parameters which influence prices (volatil-
ities, correlations). In Commerzbank’s definition, risks from equity holdings in
the banking book and equity event risk (modelling of equity risk extending
beyond VaR, such as the insolvency of the issuer) also represent market risks
and are monitored like these.

Interest-rate risk in the banking book: the risk of adverse effects of changes
in market interest rates on the capital or current income. Different fixed-
interest periods for claims and liabilities in balance-sheet transactions and
derivatives represent the most important source of such risks.

Operational risk: the risk of losses through inadequate or defective systems
and processes, human or technical failures, or external events (such as
system breakdowns or fire damage). By analogy with the Basel Committee’s
definition, operational risk also includes legal risk, i.e. risks stemming from
inadequate contractual agreements or changes in the legal framework.
Liquidity risk: the risk of the Bank not being able to meet its current and
future payment commitments, or of not being able to do so on time (re-
financing risk).

Market-liquidity risk: the risk that inadequate market liquidity will prevent
the Bank from selling trading positions at short notice or hedging them to the
desired extent.

Business risk: the risk of losses due to negative deviations in revenue (espe-
cially commissions) and costs from the budgeted figures. Business risk is
influenced both by business strategy and by the Bank’s internal planning
process, as well as by changed overall conditions such as the market
environment, customers’ behaviour or technological developments.

Overall risk: the proper recognition and representation of all relevant quan-
tifiable risks in a model (economic capital approach) at the Commerzbank
Group level, and the gearing and limiting of the economic capital calculated
in this way (= unexpected loss, UL) to the Group’s risk-taking capability.
The expected loss (EL), similarly calculated within this model, is crucial for
managing business (risk-adjusted pricing/determining what business is
sought).
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The non-quantifiable risks are subjected to qualitative monitoring in connec-
tion with pillar Il of the Basel Accord and MaRisk. They include:

Strategic risk: the risk that results develop negatively on account of previous
or future fundamental business-policy decisions, produced by investment
decisions in various business lines/regions (internal/external growth or
divestments).

Compliance risk: legal, regulatory sanctions or financial losses due to failure
to comply with laws, regulations, guidelines or organizational standards and
codes of conduct which have a bearing on Commerzbank business activities
and which, for example, relate to the prevention of money laundering, the
protection of data and business secrets, investor protection or observing the
rules of the German legislation on securities trading.

Personnel risk: based on the consideration of all the major risks that is
required by MaRisk, personnel risk will also be integrated in future into
Commerzbank’s qualitative reporting. MaRisk requires the quantitative
and qualitative staffing of a bank to reflect inter alia its business activities,
strategy and risk situation.

Reputational risk: the risk of losses, falling revenue or a reduction in the
Bank’s market value on account of business events which erode the con-
fidence in the Bank of the public, rating agencies, investors or business asso-
ciates. As a rule, reputational risks result from one of the above-mentioned
sources and reinforce them.

3) Overall Bank management and economic capital

As part of overall Bank management, risk management and profitability man-
agement are consistently combined to yield an integrated value-based steering
approach. Commerzbank’s overall management has two main objectives:

to ensure a capital base that is adequate for its risk profile,
to achieve the most efficient allocation of the scarce resource equity, taking
into consideration medium- and long-term strategic goals.

Expected loss (EL)
Based on the structure of the Bank (aggregate portfolio, systems, staff), the
EL represents the expected loss calculated in connection with the economic
capital approach which has to be considered as a cost factor in budget plan-
ning.
Its high discrimination in modelling parameters is essential for steering busi-
ness, as only then is it possible to achieve risk-adjusted pricing and to avoid
alpha and beta errors (alpha error: positive lending decision subsequently
leading to loan losses; beta error: credit refused to borrowers/business that
in retrospect prove to be stable during the requested lifetime of the credit).
Each set of results for individual portfolios is compared with the actual risk
outcome as part of the validation process.
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Unlike loan losses and losses arising from operational risks, changes in mar-
ket prices and business risks in principle have the same effect in both direc-
tions. Ex ante, therefore, no expected gain or expected loss can be assumed.
The gains or losses produced by uncertain future changes in market prices
— such as changes in commission-earning business — are defined as entirely
unexpected, therefore.

The following table shows the expected loss for the various types of risk, by
division of the Commerzbank Group.

Retail Banking Corporate and Mortgage Others Group
and Asset Investment Banks and

EL Management Banking Consolidation

2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
Credit risk 230 234 605 839 65 67 5 7 906 1,147
Market risk 0 0 0 0 0 0 0 0 0 0
Operational risk 18 25 28 49 1 1 3 47 77
Business risk 0 0 0 0 0 0 0 0 0 0
Group 248 259 633 888 66 68 6 10 953 1,224

The decline in expected loss — above all in the Corporate and Investment
Banking division — can be traced back to improvements to the model in connec-
tion with the Basel Il project and the resulting probabilities of default, loss-given-
default parameters and charges for unutilized credit lines, all of which reflect risk
more accurately.

Unexpected loss (UL = economic capital)

The use of economic capital is a measure for the unexpected loss (= volatility of
EL), which is consequently not included in the profit/loss calculation in the
course of budgetary planning. It can be traced back, for example, to economic
ups and downs, problems in given industries and also bulk risks. Commerz-
bank’s integrated risk/return-based management is built around the concept of
economic capital, developed over a number of years, which forms the basis for
a system of risk-adjusted key parameters. It makes possible the early risk recog-
nition of negative developments in the form of transparent reports and the
establishment of a suitable escalation procedure.

Economic capital represents an internal measure reflecting the Bank’s risk
appetite.

It is defined as the amount of capital which should be held available with
a given probability in the course of one year to cover unexpected losses
arising from risk positions. It represents the aggregate of all quantifiable risks
which have to be backed by equity.

The confidence level of 99.95% which is used as a basis here is derived from
the probability of default for Commerzbank’s A1 (Moody'’s) target rating.
The approach adopted has been validated in national and international bench-
mark studies and counts as best practice. It is constantly being enhanced.

In 2006, the risks arising from real-estate business (own investments) will be
integrated into monitoring at Group level.
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Differences between
regulatory and economic

capital

UL

Credit risk
Market risk
Operational risk

Business risk

Group

Group including diversification effects

Economic capital reflects the Bank’s specific risk profile and consequently
includes risk categories which previously had not been considered under regu-
latory capital. The differences between regulatory and economic measures of
capital have been reduced by Basel Il, but the currently significant discrepancies
will not disappear altogether even with the new Basel capital rules. Among other
things, this is due to the diversification effects and bulk risks which Basel |l does
not take into consideration. In the past financial year, further differentiation was
introduced into the measurement of credit risk, which improved the steering of
risk concentrations and bulk risks in lending.

Basel | —> Basel Il —> Economic capital
Credit risk Credit risk Credit risk

8% capital backing
for all credits

Via internal rating models + LGD
assessment, with counterparty
risks, settlement risks, transfer

Integrated portfolio model
also measuring concentration
risks and/or

Market risk risk taken into account diversification effects

Internal model for
trading book and
FX risks of banking book

Market risk Market risk

Internal model maintained
for trading book and
FX risks of banking book

Internal model for
trading book and
FX risks of banking book
Interest-rate risk in banking book
Operational risk
Operational risk
Internal AMA approach model

Not considered: Internal AMA approach model

Counterparty and concen- Not considered:

tration risks and/or
diversification risks

Business risk
Equity event risk
Market liquidity risk

Credit-concentration and
bulk risks and/or
X i diversification risks
Operational risk
i Interest-rate risk in banking book
Interest-rate risk

in banking book 99.95% confidence level

and holding period of 1 year
for all risks

Business risk
Equity event risk
Market liquidity risk

Other risks
Economic capital is now an integral part of overall Bank management; as
from 2006, the economic capital approach will also be used in the capital man-
agement of the individual business lines. In the relevant calculations, the Bank’s
business lines and the units of which they are comprised are assigned not only
costs and revenues but also economic capital and risk-adjusted performance
benchmarks. This makes it possible to compare the respective divisions with
regard to their revenue and risk components, to recognize value-destroyers/
drivers, and to allocate capital efficiently within the Group on that basis.
As of December 31, 2005, the following values were registered for the eco-
nomic capital of Commerzbank’s various divisions:

Retail Banking Corporate and Mortgage Others Group
and Asset Investment Banks and
Management Banking Consolidation

2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
1,074 918 3,225 3,913 409 517 26 115 4,734 5,463
106 116 314 349 849 468 1,425 1,726 2,694 2,659
303 429 638 698 31 37 24 132 996 1,296
141 175 198 224 12 12 131 149 482 560
1,624 1,638 4,375 5,184 1,301 1,034 1,606 2,123 8,906 9,979
6,915 7,675



The decline in the Group’s economic capital for credit risks mainly stems
from Corporate and Investment Banking. Whereas the reduction in the Mittel-
stand segment was primarily achieved through improved portfolio quality
(better ratings, higher collateral), the decline at Corporates & Markets is princi-
pally attributable to the reduction of bulk risks.

In the past financial year, the Basel parameters (PD and LGD), worked out or
validated in the course of the Basel Il project, were successfully integrated into
the calculation of the internal risk capital for credit risks. We expect the EL and
UL arising from credit risk to be further reduced in 2006 as a result.

Thanks to further disposals of non-strategic equity holdings (in particular
MAN, Banca Intesa and Heidelberger Druck), there was a marked reduction in
the economic capital to cover the market risk from equity holdings at Others and
Consolidation. By contrast, the economic capital for market risk not related
to equity holdings increased during the year, primarily due to the strategic build-
up of interest-rate risks in the banking book; it was not reflected, therefore, in
a higher regulatory capital requirement (under both Principle | and Basel I,
interest-rate risks in the banking book do not need to be backed by equity).

Recognition of diversification effects between event categories in modelling
led to a marked reduction in the capital needed to cover operational risk.
This takes account of the fact that different serious events do not occur simul-
taneously.

The economic capital for business risk was slightly lower than a year earlier.

Risk-taking capability

Calculation of the risk-taking capability is the second important pillar of overall
Bank management after integrated risk/return-oriented steering based on eco-
nomic capital.

Here, the overall risk figure worked out for the Group — measured as eco-
nomic capital — is set off against the total capital available for covering risk in
the form of a “traffic-lights” system.

The capital components corresponding to the various traffic-light scenarios
correspond to the Group’s ability to anticipate potential losses in terms of
absolute figures and priority.

The objective of this comparison is to establish whether the Bank is in a
position to anticipate potential unexpected losses without serious negative
effects on its business activity and to cover them from its own funds.

For this purpose, a risk buffer of at least 20% was defined between the
Group's overall risk — adjusted for portfolio effects — and the disposable parts
of the capital available for risk coverage.

At the individual borrower level, a limit of €20m CVaR has been set for steer-
ing bulk risks. If this is exceeded on more than a short-term basis (e.g. in the
course of underwriting), the appropriate measures must be taken in order to
reduce the risk (e.g. purchase of security via credit derivatives).
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Risk-taking capability

December 2004 vs.
December 2005

Within the Bank’s overall risk strategy, the risk buffer requirement has been
translated into specific targets for individual portfolios. During the year under
review, the capital available for risk coverage was always greater than the 20%
risk buffer which has been defined.

25

December 2004 December 2005

19.1
Risk buffer ! Risk buffer

at least 20% at least 20%
10.0 \
10 \ 52%

329 8.9
\ 7.7 = \ 59 Disposable

Disposable capital

20

5 capital for risk
for risk coverage
coverage

0

Economic capital Capital Economic capital Capital
before after for risk before after for risk
portfolio effects coverage portfolio effects coverage

Il. Risk-management/risk-control organization

Responsibility for implementing the risk-policy guidelines laid down by the
Board of Managing Directors throughout the Group lies with the Chief Risk
Officer (CRO). The CRO regularly reports to the Risk Committee of the Super-
visory Board and to the Board of Managing Directors on the Group’s overall risk
situation. In addition to being responsible for Risk Control (ZRC), the CRO is also
in charge of the operative credit units throughout the Group; the operative credit
function is shared by Global Credit Operations (ZCO), responsible for corporate
clients, financial institutions/sovereigns and private clients outside Germany,
and Credit Operations Private Customers (ZCP), responsible for private cus-
tomers in Germany.

From the risk-control perspective, the integration of Eurohypo is already well
advanced. Consensus has been reached on the common use of the Master Scale
and the rating/scoring systems. The Group-wide application of Commerzbank’s
internal credit-risk model will be extended as from 2006 to Eurohypo as well; the
same holds true for the rules for credit approval powers, the use of the com-
mittee approach and the harmonization of credit-risk strategy. Further synergy
potential will be tapped through the standardization of technical and organiza-
tional areas (such as the already achieved agreement on uniform booking pro-
cedures and the creation of a credit factory for private and business customers).

For the operational implementation of risk management, the Board of Man-
aging Directors have delegated functions to specific committees, which support
them in making decisions on all risk-relevant issues:

The Risk Committee, headed by the CRO, is responsible for issues related
to monitoring all the major types of risk, as well as their aggregation as
part of the economic-capital approach and the Group’s overall risk situation.
At fortnightly intervals, the Risk Committee discusses market-risk issues and
general risk topics.



The Credit Committee meets every week, chaired by the CRO. It is made up
of equal numbers of front-office (Parent Bank’s Board and Regional Board
Members) and risk-management personnel (CRO and CCO = Chief Credit
Officer) and is responsible for all credit risk at the individual and portfolio
levels. The committee issues a recommendation on all the lending decisions
to be taken by the Board of Managing Directors. Its work is supported by
three credit sub-committees for corporates, financial institutions and private
customers. With the integration of Eurohypo, it is planned to set up a further
sub-committee for commercial real estate. MaRisk requires that the CRO or
the risk-management side are not outvoted in lending decisions — the excep-
tion being decisions adopted by the Board of Managing Directors. Where
there is disagreement, we have a well-functioning escalation process.

The Operational Risk Committee is responsible for all the broader issues
relating to operational risk within the Group. It provides support for the
Risk Committee in decisions relating to the management and monitoring of
operational risk.

As a sub-committee of the Risk Committee, the New Product Committee,
which is chaired by the head of ZRC, decides whether to launch activities in
new products or new markets in the form of trading or loan products. In
accordance with MaRisk, it will also focus on the investment side in future.
The Asset & Liability Committee (ALCO) is headed by the Board member in
charge of Treasury. It is responsible for fundamental issues in asset/liability
management, the Bank’s liquidity, and also its borrowing and equity.

1) Risk control

After the Board of Managing Directors, Risk Control (ZRC), which with its global
organization reports directly to the CRO, bears overall responsibility for Group-
wide control for all types of quantifiable risk. The core functions of ZRC within
the risk-control process include:

the ongoing identification, recognition, evaluation and monitoring of all
quantifiable risks and their proactive control;

the working-out of internal guidelines to ensure a uniform risk standard
throughout the Group;

the conception and enhancement of models and methods for quantifying risk
(e.g. rating methods);

the implementation of risk-related supervisory requirements within the
Commerzbank Group (e.g. Basel Il and MaRisk);

internal and external risk reporting;

performing an advisory function within the Bank on all risk-relevant issues
and with regard to the conception of its risk strategy.

A central role here is played by the Group-wide aggregation of all types of
quantifiable risk to form an overall risk position, its integration into a calculation
of the Bank’s risk-taking capability and also the development of a risk/return-
based overall Bank management as part of the economic-capital approach.
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2) Risk management: the operative credit function

As required by MaK, it has been ensured for all units of the Commerzbank Group
that lending decisions are independent of the front office by systematically
separating the market side from risk assessment/risk decision-making in every
phase of the credit process and up to management board level.

The operative credit function (back office) for corporate customers, sover-
eigns, institutions and banks worldwide, as well as for private customers
abroad, has been concentrated at Global Credit Operations (ZCO).

For retail business in Germany, the operative credit function is performed by
Credit Operations Private Customers (ZCP).

ZCO and ZCP monitor risk closely, an activity for which regional credit offi-
cers (RCO) are responsible, who report either to the CCO (head of ZCO) or to
the head of ZCP.

ZCO has global credit officers for industries (bulk risks), financial institutions
(including non-bank financial institutions) and intensive treatment.

It is planned to establish a separate global credit office for specialized finance
(LBOs, ABS, CDO, special and project financing) in Frankfurt in order to meet
the steadily increasing demand for special expertise.

Special expertise is bundled in centres of competence for renewable energies
and global shipping. In 2006, two further centres of competence will be set
up for communal financing and the financing of small Mittelstand companies
(loans of up to €750,000).

All the subsidiaries are integrated into this credit-line function. The two large
units BRE Bank and Hypothekenbank in Essen have their own risk commit-
tees, chaired by the operative credit side.

Specialized intensive treatment know-how exists for handling problem loans,
making it possible to deal with them intensively at an early stage. The prin-
cipal goal is to improve the customer’s ability to survive by adopting timely
measures and to return the intensive-treatment loans, wherever possible,
to better credit ratings.

All customer mezzanine financing transactions are treated as credits at
Commerzbank.

In addition to the functions of the back-office departments (ZCP, ZCO) which
relate to individual customers, such as rating, loan approval, documentation and
monitoring/early recognition, the targeted and proactive risk management of
individual portfolios is becoming ever more important. Achieving a more
dynamic portfolio and ensuring a high portfolio quality are increasingly devel-
oping into a core function in the forward-oriented steering of asset quality.
Transactions to optimize the portfolio are closely coordinated between the front-
and back-office teams, using modern trading-based instruments provided by
Corporates & Markets (ZCM). For multinationals, hedging instruments are
employed to a growing extent in order to obtain the best return on the capital
invested.



3) Risk management: operative risk-steering of market units

Within the scope of their business activities, the individual divisions and sub-
sidiaries of the Bank bear immediate responsibility for risk and earnings. Unlike
the centralized responsibilities of risk control (steering, planning, control), ope-
rative risk management is handled - with the exception of credit risk (back-office
departments ZCO/ZCP) - by the Bank’s respective front-office units.

4) Internal risk reporting
The Risk Committee of the Supervisory Board, the Board of Managing Direc-
tors and the Risk Committee are regularly informed about all of the major
risks and the Group’s overall risk situation in the form of structured risk
reports.
Reporting on the individual risk categories is complemented by a calculation
of the Bank’s risk-taking capability, which sets off all the quantifiable risks
against the regulatory and economic capital for risk coverage and aggregates
them to form an overall risk position.
Events of major significance for the Bank’s risk situation are reported to deci-
sion-makers on an ad hoc basis.
The central information and steering instrument at Group level for the Board
of Managing Directors and the Risk Committee of the Supervisory Board is
the Quarterly Risk Report (QRR) produced by ZRC.
This also presents the target/performance comparison with the formulated
portfolio targets and limits. Countermeasures are adopted at short notice.

5) Compliance and security

For Commerzbank, it is especially important that its employees are people of
integrity, who observe the relevant laws precisely because they have to deal
every day with highly sensitive customer data and information. The crucial
point, therefore, is to prevent conflicts of interest from arising and to make sure
that market manipulation and insider trading do not occur. The declared goals
of compliance are to protect customers and investors, but also employees and
the Bank’s reputation.

Supervisory and capital-market regulations as well as the Bank's internal
rules are monitored centrally by Compliance and Security (ZCS) with the aid of
a highly-developed monitoring system which covers both the Bank’s proprietary
trading and transactions on the part of employees.

6) Internal auditing

Internal Auditing works on behalf of the Board of Managing Directors, free from
directives and external influence, as a unit independent of business processes.
In reporting and in evaluating the results of its audits, Internal Auditing also
operates free from directives.

The instrument employed by Internal Auditing is risk-oriented audit planning.
It assesses the systems for risk management, control and also for general man-
agement and monitoring, thus helping to improve them.

In accordance with the Minimum requirements for the risk management of
credit institutions (MaRisk), it audits all the sections of the Group. In addition to
processes and systems, preventive individual audits are conducted and special
audits are performed at less than annual intervals if the need arises.
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7) Implementation of supervisory requirements: Basel Il, MaK and MaRisk
Implementation of the supervisory requirements throughout the Commerzbank
Group is coordinated by ZRC project teams, in close cooperation with the bank-
ing departments, staff departments and subsidiaries.

Steering committees monitor the progress of the project.
Commerzbank was selected by the German financial supervisory authority,
BaFin, as a case study for the Basel Il home-host monitoring process.

Further key aspects in the implementation of Basel Il at Commerzbank last
year were:

the methodological refinement of internal rating methods in credit business;
the collation of the necessary loss histories;

the refinement of methods for estimating the main Basel parameters;

the elaboration of methods for quantifying operational risk.

This fulfilled important requirements for the use of the IRB Advanced
Approach and the Advanced Measurement Method (AMA), thereby creating
the basis for a sophisticated risk-adjusted capital allocation. The procedure
for examining (“certifying”) the IRB approaches to credit risk were initiated
by the German authorities early in 2005. Further steps to follow in the near
future are:

In close cooperation with the banking supervisory authority, the Bank expects
the examination to begin sometime in 2006. Commerzbank submitted its
Group application for certification of the IRB Advanced Approach in the third
quarter of 2005.

A similar regulatory certification process for operational risk (Advanced Mea-
surement Approach) is being introduced in Germany at present.

As things stand today, the advanced Basel Il approaches can be implemented
and certified according to plan within the deadline that has been set — on the cur-
rent planning of the supervisory authority: January 1, 2008.

Alongside the internal progress made with the project, the question of the
ultimate calibration is decisive as regards the comparative advantages of the
various approaches. The supervisory authority will make this calibration on the
basis of the findings of QIS 5, which are to be presented in 2006. At the moment,
the originally promised incentives to be generated by the advanced approaches
have not yet emerged. It is also not compatible with a level playing field that the
US supervisory authorities have extended the timetable for introducing Basel Il.
We are concerned that the Bank’s large investments over the years in the imple-
mentation of the Advanced Approach of Basel Il will not lead to a lower regula-
tory capital requirement. Depending upon the ultimate calibration, therefore, we
reserve the right temporarily to select less advanced approaches leading to a
better capital allocation as far as our shareholders are concerned.



On December 20, 2005, BaFin published the definitive version of the so-called
Minimum requirements for the risk management of credit institutions (MaRisk).
The new requirements contained in MaRisk have to be implemented in general
by January 1, 2007.

MaRisk will represent the main qualitative requirements of the second pillar
of Basel Il and will form the basis for an integrated approach to risk.

MaRisk formulates requirements for the organization of risk management
which replace the minimum standards for credit business (MaK), trading ac-
tivities (MaH) and internal auditing (MalR), which have applied up to now.
They will be complemented by further Basel Il elements (e.g. interest-rate risk
in the banking book and liquidity risk), for which no overall provisions
have existed up to now in Germany. MaRisk, therefore, provides the organi-
zational framework for the Basel Il requirements regarding the supervisory
process and the internal process for assessing capital adequacy (ICAAP),
which has to be formally approved by banks before the Basel framework is
introduced.

MaRisk was already implemented to a large extent within the Commerzbank
Group in 2005.

On BaFin’s instructions, the Bundesbank examined the trading activities of
Commerzbank AG last year in Frankfurt and London pursuant to Art. 44, (1),
German Banking Act - KWG. BaFin confirmed that, in the areas examined,
Commerzbank is complying with MaH and that its internal system of control
is appropriate with regard to the scope, complexity and risk attached to the
trading activities conducted.

lll. Risk-control/risk-management process

1) Credit risk

Credit-risk strategy

Building upon the overall Bank strategy, the Commerzbank Group’s credit-risk
strategy establishes the framework for the medium-term management of the
loan portfolio, based on an analysis of the business-policy situation and an
assessment of the risks and returns related to lending. The credit-risk strategy
provides the basis for the planned lending activities. The overriding goals are:

identifying value drivers and reflecting them in the Bank’s business policy,
and also reducing value destroyers;

supporting the goals of overall Bank management: maximizing the return on
the equity tied up, taking into account Commerzbank’s risk-taking capability,
and defining the framework for optimizing the current portfolio;

and selecting new and follow-up business from a risk/return aspect.
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With the Bank’s general risk appetite taken into consideration, the starting
point for the credit-risk strategy is a critical analysis of the strengths and weak-
nesses of the current credit portfolio. Complemented by a forward-looking
evaluation of the opportunities and risks in the target markets, this provides the
framework for the definition of a risk/return-optimized target portfolio together
with the related planning of measures. In the realization of the targeted risk/
return profile, this “benchmark portfolio” forms the target and the basis of com-
parison for the Group-wide steering of new business and for portfolio-manage-
ment activities.

A major priority of the credit-risk strategy is the growth of business with
Mittelstand companies (including major corporates) in Germany as well as in
Central and Eastern Europe, and also with private and business customers in
Germany. By contrast, the focus in limiting risk continues to fall on bulk risks and
equity holdings. Insofar as individual industries and countries are considered
critical, the operative management has been performed for years with the aid of
the Bank's well-established traffic-lights system.

As part of a comprehensive controlling process, observance of the credit-risk
strategy is subjected to constant independent monitoring by Risk Control.
In connection with its quarterly risk report (QRR), ZRC decides whether the struc-
ture and development of the Group’s loan portfolio are compatible with its
credit-risk strategy. On this basis, the Board of Managing Directors review
significant deviations from the credit-risk strategy and any countermeasures
to be adopted as a result. At its meetings, the Risk Committee of the Supervisory
Board is regularly informed about the resolutions and assessments of the Board
of Managing Directors on the basis of the QRR.

In order to ensure that the risk-strategy rules are implemented and to restrict
concentrations of risk, the economic capital that is tied up is used as a measure
of, and a risk cap for, sub-portfolios and concentration risks (business lines, sec-
tors, products and regions). The traditional target/performance comparison is
complemented by a regular review of the underlying assumptions — such as GNP
growth and industry forecasts.

Rating procedures
Rating methods form an integral part of the risk-control/risk-management sys-
tem and at the same time represent a core competence and competitive factor
for our Bank. Apart from their function as a traditional instrument for judging
creditworthiness, rating procedures provide the basis for working out margins
which reflect risk and thus differentiate between degrees of risk. They are also
the basis for calculating economic capital and for portfolio management. The
high discriminatory power of our rating procedures leads to improved risk selec-
tion and consequently to lower capital requirements. The processing costs in
lending business can be reduced significantly through the use of rating proce-
dures in connection with a (partially) automated lending procedure.

The predominant feature of the year under review was the introduction of the
Commerzbank Master Scale on a Group-wide basis at the start of the year, the
launch of the new and refined rating procedures for corporates and of the rating



procedures for the banks, specialized finance and commercial real estate
segments. The procedures were also revised for credit-card portfolios and for
deciding on alternative payments packages for retail customers; in addition, a
rating procedure was developed for the Polish smaller business segment at the
Commerzbank subsidiary BRE Bank; it was introduced in January 2006.

Rating and scoring procedures in retail business
In its retail lending, Commerzbank successfully employs application scoring
procedures and rating methods for assessing the creditworthiness of both
dependently employed borrowers and business customers. All of the methods
used are computer-based and draw upon for the most part mathematical-
statistical methods for the early recognition of risk and the assessment of the
risk of default.

From January 2006 onwards, behavioural scoring is also being extended to
business customers who are not obliged to prepare a balance sheet; it is being
fully integrated into rating-based process management.

Rating procedures in corporate business

In the corporate-customer segment, three different models are applied, distin-
guished by the criteria size of turnover and region of origin of the company. The
structural procedure for arriving at a rating is identical in each case: six sub-
analyses are processed in a fixed order, yielding a probability of default for the
corporate customer (so-called PD rating). The back-office unit is responsible for
establishing the definitive PD rating.

Rating for specialized finance

Commerzbank subsumes cash-flow-based financings - such as LBO financing,
project finance, structured trade finance — under the heading specialized finance
(SF). For this segment, a simulation-based rating procedure was employed in
2005. With the aid of the new SF procedure, the expected loss of a transaction is
worked out directly. For this purpose, the risk parameters probability of default,
loss given default and the expected exposure at default are calculated for
tranches representing the same level of risk and for each year of the respective
tranche’s lifetime. The SF rating procedure is expert-based and effectively
examines the debt-servicing and restructuring capability of a transaction, using
scenario analyses.

Rating procedures for banks

Commerzbank’s procedure for rating banks is based on a mathematical-statisti-
cal model with expert-based extensions. Overall, the bank rating procedure
breaks down into five different regionally-specific models. Alongside the devel-
oped-markets model, four different models exist for banks in emerging markets
(Asia, Middle East and Africa, South America, Eastern Europe). Under this
procedure, six sub-analyses have to be processed in a fixed order, yielding a
probability of default for the bank in question.
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Commitment rating and Master Scale

Apart from the PD rating, Commerzbank establishes for all rating-relevant seg-
ments a commitment rating, which takes into account such transaction-specific
features as collateral, credit types, the lifetimes of loans and other qualitative
criteria. In order to calculate the rating for a commitment, the expected loss (EL)
is worked out as a percentage of the exposure at default (EAD). This presents the
ratio of the expected loss to the overall exposure of a customer, taking into
account all the credit lines. Like the PD rating, the rating for the commitment is
geared to the Master Scale recently introduced throughout the Bank. This makes
the PD and the commitment rating directly compatible.

All credit commitments are assigned by the Bank to one of three areas in ac-
cordance with their commitment rating. The so-called white area comprises the
unremarkable credits (R 1.0-3.2) and the so-called monitoring risks (R 3.4-4.4). The
grey area covers all substandard risks (R 4.6-5.8), while in the black area all the
problem loans are bundled (R 6.1-6.5). With the exception of small commitments,
those in the grey and black areas are not only analysed and decided by the back-
office unit but are also managed directly by risk managers from this department.

From a minimum credit level upwards, every Commerzbank business and
corporate customer has the right to be informed by his relationship manager in
a personal interview about his probability of default. Written statements and
more detailed analyses (Rating Coach, for instance) are made available at an
appropriate fee.

Commerzbank Master Scale and PD/EL values

Commerz- PD and EL PD and EL
bank AG mid-point range S&P IFD scale*
rating as percentage  as percentage
1.0 0 0
1.2 0.01 0-0.02 AR (AR et
1.4 0.02 0.02 - 0.03 AA+ AA grade
1.6 0.04 0.03 - 0.05 AA, AA- I
1.8 0.07 0.05 - 0.08 A+, A, A
2.0 0.11 0.08 - 0.13 A-
2.2 0.17 0.13-0.21 BBB+
2.4 0.26 0.21-0.31
2.6 0.39 0.31-0.47 BBEB == "
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 n
34 1.56 1.34 - 1.81 BB B2
3.6 2.10 1.81-2.40 BB- v
3.8 2.74 2.40-3.10
4.0 3.50 3.10 - 3.90 B
4.2 4.35 3.90 - 4.86 Non-invest-
4.4 5.42 4.86 - 6.04 B B \" ment grade
4.6 6.74 6.04 - 7.52
4.8 8.39 7.52-9.35 B-
5.0 10.43 9.35 - 11.64
5.2 12.98 11.64 - 14.48
5.4 16.15 14.48 - 18.01 deie: cce vi
5.6 20.09 18.01 - 22.41 CCC to CC-
5.8 25.00 22.41 - 30.00
6.1 Imminent insolvency
6.2 Restructuring
6.3 100 Bestructt_lring \{vi_th recapit_aliza— C, D-l, D-II Default
tion/partial waiving of claims
6.4 Cancellation without insolvency
6.5 Insolvency

* |FD = Initiative Finanzstandort Deutschland; Source: Commerzbank



Assessing creditworthiness in international business: country rating

The assessment of country risk draws upon an internal rating model reflecting
a country’s economic performance and political stability. The country rating
evaluates the ability and readiness of a country to pay in foreign currency. The
rating figures serve to assess the transfer risk (risk of the state restricting cross-
border payment flows), the sovereign risk (creditworthiness of the state as a bor-
rower) and the systemic risk.

Credit-approval powers

The basis for managing credit risk throughout the Commerzbank Group is a
structure of rating-related credit approval powers, which now also extends to all
subsidiaries, i.e. including Hypothekenbank in Essen, Erste Europaische Pfand-
brief- und Kommunalkreditbank (EEPK) and BRE Bank.

In both corporate and retail business, credit-approval powers are based on
the principle of committee decision-making. On all committees, the front office
and the back office are equally represented, with the operative credit side also
taking the chair; it cannot be outvoted on risk-related issues. The central body in
such matters is the Credit Committee, which is chaired by the CRO. Drawing
upon predefined entry levels, this committee is responsible for all the Commerz-
bank Group’s major and large lending decisions (based on Group-wide limits for
borrowers) or for passing the matter on for the Board of Managing Directors to
decide. Smaller commitments may be approved by two loan officers; in the so-
called “non-relevant” area pursuant to MaRisk, we make use of the possibility to
delegate credit-approval powers to a single officer.

Credit decisions for individual borrowers or groups of borrowers are made
on the basis of either the aggregated exposure that has been applied for, pur-
suant to Art. 19, (2), German Banking Act - KWG (borrower unit), or a larger eco-
nomically defined risk entity. In 2006, a project for improving the efficiency of
corporate loan processing and decisions (end-to-end credit, “etec”) will be
implemented. In addition, loan-approval powers will be revised in view of the
dimensions involved in integrating Eurohypo; this will mean that far fewer indi-
vidual credit applications will have to be decided by the Board of Managing
Directors and the Risk Committee of the Supervisory Board. In future, both bodies
will concentrate more strongly on portfolio-based applications, stress analyses
and also on resolving any countermeasures that may become necessary.

We see even more efficient credit processing as a way of increasing value in
order to provide our customers with credit at favourable prices — particularly
since risk-adjusted pricing will lead to greater risk-oriented differences in terms
and conditions. Wherever possible, we are going over to bundling standardized
credit procedures and moving them to the front-office side. The remaining
operational risks can be well monitored via key performance indicators at such
credit-processing units. By contrast, for complex and individual credit decisions,
a major component of the individual default risk is to be found in the loan docu-
mentation - liability and duty to supply information, security arrangements,
covenants, etc. — together with the establishment and monitoring of the dis-
bursement and repayment conditions as well as the possible courses of action
in the event of default. For this reason, we set great store by the credits of all
units of the Commerzbank Group being processed by back-office personnel.
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Unexpected loss for
Group’s segments

in per cent

N\

21% Private and
Business Customers

1% Asset Management
31% Mittelstand

19% International
Corporate Banking

18% Corporates & Markets
9% Mortgage Banks
Il 1% Others and Consolidation

Modelling and quantifying credit risk

All credit risks are aggregated at the portfolio level with the aid of the internal
credit-risk model. By providing key figures, this model is one of the bases for risk
monitoring, portfolio management and credit-risk strategy. Within the context
of an overall Bank management geared to the use of economic capital, it also
makes a major contribution towards steering business.

The main result produced by the portfolio model is a loss distribution, per-
mitting probability statements on possible losses arising from credit business.
From this function are derived both the expected loss (EL) and the unexpected
loss (UL).

The expected loss (EL) is the product of the expected exposure at default
(EAD), the probability of default (PD) and the percentage loss given default
(LGD):

EL = PD x EaD x LGD

The expected loss plays a central role both in risk-based pricing and - espe-
cially with regard to Basel Il — as a benchmark for forming provisions.

Credit value-at-risk (Credit VaR) serves as the measure for unexpected loss;
for a given confidence level, it represents an estimate of the maximum amount
by which losses could exceed the expected loss. For the Group portfolio, the
Credit VaR is calculated using a time frame of one year and a confidence level
of 99.95%; at the same time, it represents the credit-risk portion of the Bank’s
economic capital.

The portfolio and diversification effects occurring at Group level are redis-
tributed in the credit-risk model down to the individual client level in risk-
adjusted form. In this way, the relative share of individual units in the overall
credit risk can be determined at various aggregation levels.

In the traditional Mittelstand segment (Corporate Banking), where the Bank’s
main credit risks arise, and in the Retail Banking segment, the ratio of un-
expected to expected loss is roughly 9:2. In the Corporates & Markets section,
however, where the structure of customers’ creditworthiness is generally good
and bulk risks with their own specific volatility represent the main loss potential,
the ratio is roughly 8:1 — in other words, the risk is significantly determined by
the unexpected loss.

A variety of risk factors and parameters are included in the credit-risk model.
In addition to estimates of the exposure to be expected in the case of default and
the conservative recognition of collateral, guarantees and netting agreements,
these also take into account such statistical quantities as default rates, recovery
rates und sectoral correlations. As part of the ongoing modification of the
model, the input parameters for calculating risk were altered in 2005. In particu-
lar, further results produced by the statistical methods for estimating collateral
and recovery factors were integrated into the model.

The credit-risk model plays a key role both in portfolio and business-line
analysis and also for risk/return-based overall Bank management. In connection
with the value-based steering of corporate business, standard risk costs and
the economic capital costs are used in working out an economic contribution
margin. Through risk-adjusted pricing, the Bank is increasingly creating steering



impulses on the loan origination side by making the risk/return ratio central to
lending in the acquisition of new and follow-up business as well. In this way, it
is ensured that the portfolio targets defined by the Bank as part of its credit-risk
strategy are considered even when the loan is being made available.

Monitoring of credit portfolio

The goal and measure in the Group’s targeted monitoring of credit risk is the
risk/return-based target portfolio defined as part of the credit-risk strategy, with
the relevant sub-portfolios formed on the basis of target groups and markets.

Concentrations of risk in clusters, countries, target groups and products are
restricted by means of a traffic-lights system.

New business (origination) is steered by means of selective instructions with
regard to lending, which in themselves lay the basis for ZCP and ZCO to practice
active portfolio management. One key feature in this respect is the creation of
more dynamic parts of portfolios through recourse to credit derivatives, securi-
tization and asset trading. Apart from secondary-market transactions involving
written-down claims (single names), a portfolio of called-in non-performing
loans (NPLs) was disposed of in the year under review.

The steering impulses for bulk risks and also for products and target groups
take the features specific to a segment into consideration. As a central element
of risk management, the monitoring of bulk risks is based on the economic
capital approach. In order to reflect the risk structure characteristic of the Bank’s
commitments, the main factors in working out economic capital are volume,
maturity and an analysis of creditworthiness, which takes into account among
other things sectoral and country-specific factors. The appetite for each current
bulk risk is indicated by means of a traffic-light colour.

Bulk risks are defined as borrower units accounting for at least €6m of eco-
nomic capital; a graduated process is used to monitor them. Borrower units
accounting for more than €20m of economic capital are not wanted in a long-
term perspective and are systematically reduced, also with recourse to modern
capital-market instruments such as CDS. For problem commitments (6.1-6.5
rating), all credits over €60m count as bulk risks.

The essential core of country-risk monitoring is a well-established limits/traffic-
lights system pointing the direction for future business activities and lending.
The degree to which the internally established and regularly adjusted country
limits have been exhausted determines the colour of the traffic lights, which
steers sales efforts, using resources economically, and indicates where the Bank
seeks new business and where its commitment is deemed to be large enough.

Country-risk monitoring entails all the decisions, measures and processes
which - drawing upon the information provided by risk quantification — are
intended to influence portfolio structure in order to attain management goals.

Under the traffic-lights system, groups of countries with a certain rating and
minimum exposure are covered. For risk optimization purposes, the Bank has
extended its controlling for a number of countries to so-called total exposure.
This takes account not only of the net country exposure but also of the claims in
a non-risk country on the foreign outlets and subsidiaries of a parent company
based in a risk country. Monthly country-risk reporting ensures that in the case
of unexpected portfolio developments countermeasures can be taken promptly.
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Country-risk reports appear at periodic intervals, describing the development of
individual country exposures and the breakdown by rating category and region.
In this way, the Bank achieves both risk-based control and geographical diversi-
fication in its exposure abroad. In 2006, the credit-risk model will be adopted for
country monitoring, as it is in the monitoring of individual bulk risks.

Like country-risk monitoring, sectoral monitoring also operates with a sys-
tem of limits and traffic lights. The colours for the various sectors are worked out
using both internal and external key sector data taking into account the histori-
cal performance of the sector in question, the quality of the current loan port-
folio and a sector overview.

Monitoring credit risk for trading activities

The management of credit risk resulting from trading activities is based on
MaRisk. It takes account not only of counterparty and issuer risk but also of all
the settlement risks resulting from trading activities. Primarily, a forward-looking
presentation based on dynamic add-ons and simulation methods is used to
quantify the risk for trading activities. Here, the risk-mitigating effects of netting
agreements are taken into consideration, as is the effect of collateral agree-
ments.

A system of limits is used to monitor whether daily utilization remains within
the set framework. The system of limits directly intervenes in trading systems
and ensures that credit exposure arising from trading activities is monitored
right around the clock. The trading units establish whether free trading lines are
available by means of a so-called pre-deal limit check and may only conclude
new deals to the extent that limits are free. Limit breaches are reported daily
to the management. In addition to this daily reporting, the management is
informed monthly about the largest off-balance-sheet transactions. Risk report-
ing, which also includes regular portfolio reports devoted to certain groups of
counterparties, is complemented by an evaluation of limits and exposures by
type of business, maturity, counterparty category and class of risk. A graduated
procedure ensures that overdrafts are brought back within set limits.

Development of risk and risk provisioning
Good performance in 2005 was mainly attributable to large-scale reversals of
provisions for bulk risks in particular both in Germany and elsewhere. At the
same time, provisioning in German corporate business, where the focus is on
Mittelstand firms, has eased considerably. In addition, a notable part of overall
provision for possible loan losses in 2005 related to a final clean-up of the com-
mercial real-estate portfolio and here, with a view to legislative changes, to the
fund-financing area which is bundled at CORECD. Net provisioning in retail busi-
ness stayed at a high level as the market environment remained difficult.
Integration of Eurohypo into the Commerzbank Group will cause a substan-
tial increase in total lending; in the German market, we will become easily the
largest financing bank as a result. We will make sure that our conservative mea-
surement principles are universally applied to the greatly expanded portfolio
as well and expect this to lead to a moderate rise in our provisioning in 2006
compared with last year’s consolidated figures. This statement is subject to
some reservations, as we have not yet completed our credit check of Eurohypo’s
portfolio.



We see considerable potential negative factors on the retail side as the
environment remains difficult (rising consumer insolvency figures, persistently
high unemployment). Against this background, we expect no scope in 2006 for
reducing provisioning in this segment; on the contrary, we believe it may tend
to increase.

Reflecting a change in the credit culture, the main focus of the Commerzbank
Group is not on minimizing provisioning. On the contrary, pursuing an oppor-
tunity-oriented approach, we want to assume selective risks provided that the
returns are adequate. For small and medium-sized enterprises, for instance, we
intend to gradually increase our risk appetite over the next few years, accepting
higher provisioning in this sub-segment provided that this makes economic
sense. The same holds true for consumer and credit-card business. Changes in
the absolute level of the provisioning ratio cannot, therefore, be used as a basis
for judging the success and quality of risk management. This is only possible if
changes in net interest income from lending are also taken into consideration.
International comparison reveals that apparently those banks are very success-
ful which are able to increase their risk appetite in the sub-investment-grade
area thanks to efficient steering systems and systematically implemented risk-
adjusted pricing.

All identifiable credit risks are taken account of by forming the appropriate
provisions. Doubtful credit exposures are kept in a special IT system, making
it possible to process individual transactions effectively and to monitor risks.
Under the Commerzbank Master Scale, problem loans in corporate business
are assigned to five different default classes, differentiated by the reason
for default. This ensures that the specific risk situation of individual cases is
optimally recognized, which in turn finds expression in the amount of pro-
visioning needed. In addition, an assessment of the individual borrower’s future
ability to pay will be used in calculating the amount of provisioning that is
required.

In corporate business in particular, considerable excess cover exists for non-
performing loans in the form of the provisions formed and the collateral fur-
nished. However, this excess cover is not a “luxury” but rather it is necessary,
depending on the volume of performing problem loans (so-called reporting
accounts), to cover the existing acute risks.

The 20 largest problem loans consist of €438m of performing and €789m of
non-performing assets. All told, provision of €798m has been formed for the 20
largest problem loans.

Excess cover Excess cover Excess cover

€634m €1,215m €1,116m
8,000 7711 7,509 |
7,000 6,819 Group tota
(100.0%) LLP
6:000 1 C119.3% )
S TP Country-LLP + General provisions
5,000 5,506 5,352 (119.6% ) Y P
Collateral
4,000 5,119 ollatera
7,077
3,000 6,294 5,703
2,000 348 326
1,000 367
. 1,857 1,831 1,333
0
31.12.2003 31.12.2004 31.12.2005
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For latent risks in the white and grey areas, general provisions are formed,
representing coverage for the acute credit risks that exist there but which have
not yet become transparent. Portfolio-based parameters (loss identification
period, “LIP factor”) are used to represent the time-lag here.

For concrete creditworthiness risks — which are indicated by the rating — pro-
vision is made, applying Group-wide standards, by means of specific valuation
allowances on the scale of the potential loss (“loss-free valuation”); here we
base our calculations on an updated conservative valuation of the furnished col-
lateral. The amount of provisioning required for problem loans is gauged by the
unsecured part of the exposure. In international credit business, the economic
and political situation of the country is also reflected in the overall assessment
of a borrower.

With the EU’s approval of the amended IAS 39 early in 2005, binding IFRS
rules now apply for risk provisioning. Building upon these rules, the Bank
adopted measures last year to harmonize IFRS risk provisioning on the basis of
the new Basel Il parameters.

Net provisioning in 2005 was €5666m and thus €270m lower than the previous
year'’s figure of €836m and also €194m below the budgeted amount of €760m.
The Group’s net provisioning ratio was reduced year-on-year by 18 basis points
to 0.34%, marking a return to the positive level of 2000.

The steady decline in the provisioning trend over several years is attri-
butable, for one thing, to such external factors as bulk and country risks and,
for another, to better risk management throughout the Group given improve-
ments to the system in connection with Basel Il, the creation and implemen-
tation of the credit-risk strategy, more early recognition and the inclusion of the
Bank’s subsidiaries.

The adequacy of the Bank’s risk provisioning is regularly monitored at the
portfolio level. The expected need for provisions throughout the entire financial
year is worked out each spring and autumn on the basis of careful bottom-up
estimates. The early recognition of risk is complemented by two top-down esti-
mates, whereby a gradual improvement in the early recognition of all portfolio
risks has been achieved over the past few years. We expect that the switch to the
Basel II/IFRS system will tend to produce greater volatility in risk provisioning for
both the interim and the year-end figures. Thanks to the so-called unwinding
effect, some of the reversals pursuant to IFRS will be recognized in interest
income, making year-on-year comparison more difficult.

Risk monitoring is complemented by the careful monitoring of the largest
sub-standard and problem loans in terms of the overall volume of risk, the devel-
opment of ratings and other relevant risk parameters. This creates a great sen-
sitivity towards risk in all portfolios and at all levels of decision-making. Usually,
claims are removed from the books and residual amounts are written off or
reversed only after the conclusion of insolvency proceedings, after they have
been disposed of, or after an accord has been reached with the borrower,
or debts are waived at the expense of existing provisions. Experience has
shown that, as a result, the level of problem loans — which includes non-per-
forming loans and endangered performing loans — is higher than at institutions
which follow a policy of making early write-downs due to their accounting rules.



Our experience indicates that, seen overall, a work-out policy of great staying
power leads to more favourable provisioning charges. For this reason, we do
not see the virtual doubling of the Commerzbank Group’s portfolio of non-
performing loans through the integration of Eurohypo as a threat, but rather as
an opportunity. As the German real-estate scene improves in the course of the
next few years, we expect to be able to register additional recoveries here.

Gross ratio (bp) 74 90 106 99 85 84
Reversed Gross Net
1,822
1,614 1,629
1,322 1,267 1,358 1,369
1,084
724 822 535 803
792
598 565 545 522 25
2000 2001 2002 2003 2004 2005
Net ratio (bp) 33 46 74 66 52 34

Credit portfolio analysis

Central and regional credit risk management at Commerzbank relies heavily
upon an intranet-based management information system (CoMKIS), a reporting
and analytical tool forming an integral part of Group-wide credit-risk control.
CoMKIS makes it possible to present the main steering parameters and impor-
tant risk figures; it can also be used to perform individual evaluations, such as
rating- or sector-based portfolio analyses. In this way, analyses of weak points
may be made on the basis of various search criteria for the purpose of credit-risk
strategy, and early-recognition indicators can be defined and evaluated.

At the start of 2005, several new rating methods for corporate business were
introduced together with the Commerzbank Master Scale, which have led to
a distinct improvement in discriminatory power. Gradually, this is affecting
the rating structures in both commercial and investment banking. Selective
measures in risk management as well as healthier economic conditions are
producing a further improvement in rating structure.
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Counterparty risk,
by rating structure in
Investment Banking
as of 31.12.2005

in per cent

Protection bought
for the trading book
as of 31.12.2005
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The rating structure in Investment Banking with a large proportion in rating
groups 1 and 2 reflects the focus on counterparty risks of investment-grade quality.

Use of credit derivatives

For Commerzbank, the use of credit derivatives represents a central instrument
for transferring credit risk. The Bank is successful in proprietary trading as a
market maker for credit default swaps and also offers its customers structured,
derivative credit products. Commerzbank draws upon the expertise gained in
proprietary trading to make selective use of the instruments as a credit surro-
gate in its banking book, thus enabling it to tap extra potential revenue in the
form of risk/return-optimized earnings. In addition, the instruments are em-
ployed on the basis of publicly available information as hedging vehicles in the
systematic reduction of risk. Here, Commerzbank uses credit derivatives to
manage risk selectively as well and to diversify the portfolio in line with its
credit-risk strategy.

The following diagram shows the structure of credit derivatives in the trading
book. Credit hedges are mainly (95.9%) bought from investment-grade counter-
parties. Similarly, the reference assets are primarily to be found in the invest-
ment-grade bracket (89.6%). Commerzbank has concluded only 0.3% of the pro-
tection it has bought to cover sub-investment-grade issuers in the sub-invest-
ment-grade area. The development of counterparty risk and long/short positions
is steered by means of the system of limits and the established credit limits.
Open long positions may be taken up in the trading book within the approved
issuer limits.

With hedge funds, we assume counterparty risk virtually only on a secured
basis (collateral agreements) and ensure that our confirmations are themselves
promptly confirmed.

A = 89.6%

3.8% 0.3%

Gestment - 10.1% = 95.9%

100%=€77bn

Counterparty

Y
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Securitization transactions

Commerzbank arranges and places ABS/MBS transactions for clients in Ger-
many and other European countries. Issuing activity was concentrated on true-
sale securitizations last year. The underlying securities are primarily commercial
mortgages, corporate loans and trade bills. Borrower’s note loans and mezza-
nine portfolios are actively sold in Germany to Mittelstand clients with the aim
of placing them in the capital market.

In order to achieve broader diversification of its portfolio and to tap extra
earnings potential, Commerzbank is active to a reasonable extent as an investor
- as defined by the new Basel Capital Accord (Basel Il) — in tranches of other
securitization transactions. The Bank also uses securitizations as an originator
in accordance with the Basel Il definition for freeing up regulatory capital and
for selectively selling and covering credit risk. The following table presents
an overview of Commerzbank’s securitized assets (nominal volume as of Decem-
ber 31, 2005):

Nominal amountin € m

Collateralized loan obligations (CLO)* 1,470
Residential mortgage-backed securities (RMBS) 5,582
Total 7,052

* As CLO represent revolving pools, the overall securitized volume in 2005 was €10,789m.

In order to promote the true-sale market in Germany and to improve the
overall framework for these transactions, Commerzbank has joined the True
Sale Initiative (TSI), cooperating with Kreditanstalt fiir Wiederaufbau and other
banks.

2) Market risk

Organization and strategy
The active management of market risk is entrusted to the various business
lines, which within the scope of set limits and trading competencies expose
themselves to market risk for the purpose of generating revenue.
The central management of risk is performed by specialized market-risk con-
trol units within ZRC that are independent of trading activities.
The Risk Committee deals exclusively with topics relating to market risk on a
monthly basis. Detailed reports are presented at these meetings on the
development of risk in the trading and banking books, complemented by sce-
nario analyses of specific movements in interest-rate, equity, currency and
credit markets.
Market risk is managed by means of a sophisticated system of limits, com-
bined with reliable and optimized methods for measuring and monitoring
risk. The methodological competence for the Group as a whole, including the
provision of the required market data and reporting, lies with ZRC.
ZRC in consultation with the various business lines and the Board of Man-
aging Directors establishes the limits in a top-down and bottom-up planning
process, taking into account the Bank’s risk-taking capability.
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Commerzbank uses economic capital and business expectations in establish-
ing its market-risk limits, creating a risk/return-based steering of market risk.
The extent to which the limits are used, together with the relevant P&L fig-
ures, is reported daily to the Board of Managing Directors and the various
heads of business lines.

In consultation with the Parent Bank, the subsidiaries have as a rule estab-
lished a similar form of risk control. In such cases, market risk is monitored
on a local basis. The relevant data are made available daily to ZRC, which
calculates and monitors the Group risk.

We ensure high liquidity for our market-risk positions and subject portfolios
comprising less liquid products to particularly close observation.

Methodology

The calculation of market risk is based on the value-at-risk method. In line with
the supervisory requirements, the monitoring of market risk by ZRC covers the
following categories:

The general market risk: calculated by means of historical simulation.

The specific market risk: worked out using the variance-covariance method.
The interest-rate risk: calculated as part of the market-risk model on the basis
of sensitivities related to certain maturities and extensive stress tests.

The market liquidity risk: for quantifying market liquidity risk closing-out
strategies for specific portfolios are defined.

At the Parent Bank and its foreign branches, Commerzbank uses an internal
model in order to calculate the capital requirements for the general and specific
market risk. In addition, Commerzbank’s internal model has already been
approved for its CISAL subsidiary. It is planned to submit applications for other
subsidiaries.

Through the employment of backtesting methods, the internal model’s relia-
bility is regularly checked. Apart from meeting supervisory requirements, the
aim is to assess and steadily improve forecasting quality. The total number of
significant deviations provides the basis for the evaluation of the internal risk
model by the supervisory authorities.

Stress test and scenario analysis
While the value-at-risk approach provides a forecast for possible losses under

In

“normal” market conditions, it cannot predict contingent losses under extreme
conditions. For this reason, the VaR approach is complemented by the calcula-
tion of stress tests in order to take account of possible extreme market move-
ments. Stress tests are intended to simulate the impact of crises, extreme mar-

ket conditions and major changes in correlations and volatilities.

As part of daily reporting, stress tests are applied in a system of “overnight”
stress limits, which are adapted to accommodate the risk factors of individ-
ual portfolios in each business line.

Stress tests performed across portfolios simulate the impact of historical and
conceivable future crisis scenarios on the Group as a whole.



The impact of an interest-rate shock on the economic value of the Group’s
banking books are simulated every quarter. The maximum decline due to a
parallel shift of 200 basis points in the interest-rate curve was €522m at year-
end. This translates into a decline in equity of 4.1%, which is well below the
limit of 20% defined by Basel Il for so-called outlier banks.

The overall picture is rounded off by monthly scenario analyses for each
investment category (e.g. hypothetical interest-rate, equity, foreign-exchange
and credit-spread scenarios).

Development in 2005 financial year

For Commerzbank, 2005 was another year in which market risk was syste-
matically reduced even further in various sections of the Group. In Investment
Banking, this was achieved through the continuing concentration on customer-
related business and the accordingly narrower scope for proprietary trading.
Further reductions were realized by systematically paring down the Bank’s port-
folio of equity holdings.

At the same time, risk control itself had to adjust considerably to the market
environment and to changes in customers’ preferences. In response to greater
demand for hedge funds and banking products related to hedge funds, for
instance, and to Commerzbank’s increasing activities in this area, the relevant
approval powers were introduced and suitable internal guidelines were imple-
mented.

The Bank’s own investments in this area are systematically counted against
the available market-risk limits and in future they will also be subject to special
volume limits for hedge-fund investments, hedge-fund-specific stress tests,
diversification criteria for target investments and a strict due diligence for
hedge-fund partners.

RISK REPO
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Equity holdings Corporates & Group Essen Hyp Group (excl.

Markets (ZCM) Treasury (ZGT) equity holdings)
in€m 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
Maximum 84.6 140.6 15.4 26.6 37.6 27.4 26.1 27.6 56.1 55.8
Median 60.4 82.5 8.2 18.7 15.1 12.4 171 21.2 37.9 39.1
Minimum 50.8 74.5 6.2 11.3 8.5 8.9 10.9 9.1 27.0 21.3
Year-end figure 59.3 82.9 8.6 12.4 15.9 13.3 17.3 14.1 39.1 25.2
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Percentage distribution
of market risk
as of 31.12.2005

1-day holding period;
97.5% confidence level

30.1% ZGT
16.3% ZCM
4.5% ZAM
Il 32.7% Essen Hyp
I 8.5% New York Corp. Bank IB
2.4% EEPK
5.5% Other

In refining its methods of calculating risk, the Bank devoted special attention
to the market liquidity of its trading positions in the past financial year. Over and
above the supervisory requirements, it introduced a market-liquidity VaR on the
basis of hedging strategies for market risk which are used for specific portfolios.

3) Liquidity risk

Organization and strategy

At Commerzbank, liquidity risk is used as a synonym for the cash liquidity risk
and describes the risk of possible payment gaps in terms of the Bank’s solvency.
Ensuring that Commerzbank is solvent at all times, including in crisis situations,
is the duty of the staff department Group Treasury (ZGT). Measurement and
monitoring at Group level, however, are performed by the staff department
Accounting and Taxes (ZBS) and ZRC.

In accordance with the current supervisory requirements (Principle Il), an
institution’s liquidity is deemed to be guaranteed if the weighted liquid assets
available to it within 30 days cover the weighted payment obligations callable
during this period. This figure is calculated and reported by ZBS. All the same,
in practice, a liquidity risk also exists over an institution’s full maturity spectrum
and for its off-balance-sheet items. For this reason, and to meet elementary
requirements of Basel Il, Commerzbank has introduced supplementary liquidity
ratios.

Since the year under review, liquidity risk is additionally controlled by means
of a differentiated system of limits on the basis of the computed available net
liquidity. The use made of such limits is worked out both for a base scenario
reflecting current market conditions and for stress scenarios influenced by either
market or behavioural factors; it is monitored at the relevant steering and limit
levels. The current use of limits is calculated weekly and made available for fur-
ther processing on special pages of Commerzbank’s intranet. All limit overruns
are reported to ZGT and the Risk Committee.

Liquidity ratios

The available net liquidity (ANL) approach is used for controlling purposes. Cru-
cial to applying the ANL approach is the calculation of so-called legal and eco-
nomic cash flows, both for balance-sheet and off-balance-sheet items. Legal
cash flows cover the flows of payments expected under contractual agreements,
whereas economic cash flows also include the effects of customers’ behaviour.
For possible liquidity gaps in the future, offset assets are worked out (balance
sheet liquidity), which are the result of borrowing against liquid assets and/or
disposing of such assets.

All three ratios are worked out both under current market conditions and
under various stress scenarios influenced by either market or behavioural fac-
tors. Limits are established for both the base case and the stress case. The Bank
also aims to ensure that the Commerzbank Group always has a supply of liquid-
ity in times of greater stress, while preserving the flexibility of the individual
market units.



Liquidity management

The future funding need is calculated on the basis of the ANL figures, projected
into the future, complemented by the expected liquidity effects resulting from
business-policy decisions. The aim is to manage liquidity efficiently and to cover
the Bank against liquidity bottlenecks, taking into account the recommendations
of Basel Il. For this purpose, the Bank practises the stable funding concept,
whereby long-term lending is largely funded at long term. In order to react
promptly to any gaps that are identified between Commerzbank’s assets and its
funding side, the structure of the balance sheet is constantly analysed. In addi-
tion, ZGT maintains liquidity portfolios in the leading currency centres.

In 2005 (2004), the liquidity coefficient in accordance with Principle Il was
between 1.10 (1.13) and 1.20 (1.19); it was thus at all times well above the value
of 1.0 required by the supervisory authorities. At end-2005, the Bank - as in the
previous year — had a liquidity reserve of €21bn.

4) Equity holding risk

Equity holding risk is controlled by ZRC, whereas the management of such risks
is handled by two different units of the Bank. Private equity business is managed
by ZCM and monitored by the operative credit unit ZCO. Strategy and Control-
ling (ZKE), performing the independent back-office function, is responsible for
all the strategic and other equity holdings.

Before new equity holdings are acquired, the potential risks are analysed by
means of due diligence measures, while already existing equity investments are
controlled on the basis of regular reports from the enterprises in question. At the
same time, the market risk stemming from the Bank’s listed equity investments
is monitored daily — like the calculation of trading positions — by ZRC and
reported, together with the risk from non-listed investments, to the Board of
Managing Directors.

5) Operational risk

Organization and strategy

Commerzbank’s management of operational risk is built upon the recommenda-
tions of the Basel Il specialist committee OpRisk, which were worked out in the
year under review with the Bundesbank and BaFin. Work focused on steadily
expanding the operational risk management framework and preparing for super-
visory approval of the Advanced Measurement Approach (AMA) pursuant to
Basel Il. The various organizational units as well as independent Risk Control
draw upon the same methods and systems for identifying, evaluating, analysing,
reporting and managing operational risk.

The Operational Risk Committee and the Risk Committee are regularly
informed about the risk situation. In addition, the Global OpRisk Forum serves to
help Risk Control and the operational risk managers prepare the ground for deci-
sions and discuss ongoing developments, projects and events; it also serves the
general exchange of views at work level.
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Losses resulting from Operational risk methods
operational risk (no. of On the basis of the requirements which were made more concrete last year, the
events and volume) Bank continued to prepare the ground for working out the capital needed for
excl. provisions operational risk under the Basel Il Advanced Measurement Approach (AMA).
Above all, this makes it necessary to carry out Group-wide cross-process quality
in€m self-assessment. With the aid of this method, the quality of work processes,
internal controls and the business environment are systematically evaluated
40 383 locally and analysed centrally on the basis of end-to-end processes. The findings
35 are used to identify potential weak spots and represent a major qualitative com-
30 306 ponent in the AMA model.
25 The Group-wide collection of loss data exceeding €5,000 - in line with
2 Basel Il - continued in the year under review and was extended to include infor-

15 . . . .
mation relevant from the insurance standpoint. In this way, the management

of operational risk and insurance have been more strongly integrated, creating

10

the conditions for insurance to be included in the calculation of the Bank’s capi-
2004 2005 tal. The internal loss data collected since 2002 thus more than meet the Basel Il
requirement of a minimum collection of three years for the first-time application
of the AMA approach for calculating equity as from 2008.
Number of losses For modelling the fat tail of the loss distribution - i.e. the financial risk of rare
major loss events — external loss data from Operational Riskdata eXchange

350 Association, Zurich (ORX) are used in addition to the internal loss data. The data
300 288 o syndicate, which the Bank helped to found, now consists of 22 international
250 banks. These data also enable the Bank to compare its own risk profile with that

200 of other international banks, which provides important impulses for managing

150 . .
operational risk.

122 In addition to the anonymous external data from ORX, the Bank continued to
evaluate public external data last year. These are particularly useful for devel-
2004 2005 oping suitable scenario analyses. Scenario analysis has been launched at the
Group’s main units and provides support for those responsible for assessing

their local operational risk.

Last year, the Bank’s organizational units began to collect key risk indicators
(KRI) permitting statements about potential risks of loss. In addition, Commerz-
bank continues to participate in an initiative of international banks to establish
a uniform system for ordering and collecting these indicators. Our KRIs in the
credit derivatives area, for instance, show that the Bank can confirm business in
this market segment far more quickly than the benchmark of the International
Swaps and Derivatives Association (ISDA).

In the reconciliation area, the Bank has substantially optimized processes and
monitors any breaks which occur promptly by means of a revamped manage-
ment information system (MIS). Here the breaks (EL/UL) are measured, which
facilitates the escalation process, making adequate provisioning possible. Com-
pared with the average ISDA data of large international banks, the Commerzbank
Group has far fewer breaks and open confirmations relative to its transaction
volume, which we see as evidence of our efficient settlement procedures.



The stability, quality and information value of the mathematical-statistical
model were improved further in the year under review and its depth was
increased. Explicit inclusion of the correlations between the Bank’s various busi-
ness units produces diversification effects which give rise to a figure about
€300m lower than the previous year's (in either case, before insurances). Regu-
lar benchmarking and exchanges with leading banks ensure that the model can
be used for international comparisons.

Parallel to this, the Bank’s future capital requirements are still calculated
according to the standardized approach of Basel Il. The partial use of AMA and
the standardized approach is also possible for individual Group units.

Legal risk

The management of the Commerzbank Group'’s legal risk worldwide is entrusted
to Legal Services (ZRA). The central function of ZRA is to recognize potential
losses arising from legal risk at an early stage and to devise solutions for re-
ducing, restricting or avoiding such risks. In this connection, ZRA produces
guidelines and standard contracts for the entire Group, which are implemented
in close cooperation with business lines, branches and subsidiaries.

ZRA also manages the provisions which are formed for the Commerzbank
Group's legal proceedings and ensures that they are included in the calculation
of operational risk. The major legal proceedings against the Commerzbank
Group are reported at regular intervals to the Operational Risk Committee, the
Risk Committee, the Board of Managing Directors and the Supervisory Board in
the form of individual analyses. Worldwide, a growing readiness can be noted in
the financial sector to press customers’ claims through legal action. This is also
being encouraged by the ever more complex regulation of the financial markets,
with the constant additions to banks’ catalogue of duties.

Business contingency and continuity planning

In order to ensure that banking activities are maintained and to reduce losses
arising from serious interruptions of its operations to a minimum, the Bank has
business contingency plans in written form. In a Group-wide central business
contingency policy, the responsibilities of the different head-office departments
and individual units are described.

By means of regular business contingency self-assessments, the Bank cre-
ates for itself a standardized overview of the emergency measures for which the
units assume responsibility. These assessments were performed in all the main
relevant units last year. In addition, numerous emergency tests are conducted in
which the failure of individual locations or systems are simulated.
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6) Business risk

In line with their immediate responsibility for risk and earnings, the individual
divisions and subsidiaries of the Bank also take charge of the operational man-
agement of business risks which occur in their area of activity. As part of overall
Bank management, business risk is also included in the calculation of economic
capital.

Business risk is worked out using an earnings/cost-volatility model, which
calculates historical monthly deviations of actual fee income and general non-
period costs from the planned result. As with the procedure applied for other
types of risk, the calculation is based on a confidence level of 99.95% and a one-
year time frame.

7) Non-quantifiable risks

Pillar Il of the new Basel framework and MaRisk call for an integrated approach
to risk and consequently require that other non-quantifiable categories of risk be
considered, such as reputational risk. As it is not possible to model these risks,
they are subject to qualitative controlling.

Strategic risk

Responsibility for the strategic steering of Commerzbank lies with the Board of
Managing Directors, with support in the case of strategic issues provided by
ZKE. Some business-policy decisions — e.g. the acquisition of equity holdings
exceeding 1% of the Bank’s equity — also require the approval of the Risk Com-
mittee of the Supervisory Board. Constant observation of German and interna-
tional competitors leads to an analysis of the major changes and developments,
with conclusions derived for the Bank’s strategic positioning and the appropriate
measures introduced for ensuring competitiveness. In accordance with MaRisk,
the Bank has to document both a business strategy and an overall risk strategy
compatible with it.

Reputational risk

Reputational risk may lead to groups which Commerzbank addresses — above
all the public, its employees and rating agencies, investors and business asso-
ciates — losing confidence in the Bank or to its reputation being impaired. For the
most part, reputational risk stems from other types of risk, which it reinforces.
Against this background, all business-policy measures and activities are sub-
jected to careful scrutiny. In particular, Commerzbank avoids business-policy
measures and transactions which entail extreme tax or legal risks and also en-
vironmental risks.

In their business activities, the operational divisions, branches and sub-
sidiaries bear immediate responsibility for reputational risk arising from their
particular business activity. In retail business, for example, the focus is on pro-
viding risk-sensitive advice appropriate to the customer’s investment approach.
Competent advice reflecting customers’ needs and intensive information ensure
that customers suffer no harm, consequently preventing reputational risk. The
satisfaction of Commerzbank customers is regularly measured by the relevant
market research institutes. The Bank’s professional complaints management
is an additional instrument through which customers can establish contact.



In corporate business and in export finance, environmental risks are increasingly
taken into consideration — wherever necessary, when loan applications are being
examined.

In the course of its corporate governance, Commerzbank ensures that it
remains within the framework of its articles of association and published busi-
ness-policy principles. The staff department Compliance and Security (ZCS),
which reports directly to the CFO, monitors compliance with all German and
foreign regulations and supervisory requirements in connection with securities
transactions. The following topics also play an important role in protecting the
Bank’s reputation: investor protection, reducing the potential for insider trading
and the general avoidance of conflicts of interest or — wherever necessary — man-
aging such conflicts with the goal of resolving them.

Contact with the financial community (investors and analysts), the media and
the general public is managed by the staff department Corporate Communica-
tions (ZKV), which reports directly to the Chairman of the Board of Managing
Directors. A communication guideline for the entire Group lays down binding
rules in this respect. On the basis of media observation and market research as
well as stakeholder surveys and dialogue with various groups, topics relevant
for the Bank’s reputation are constantly identified, evaluated and actively dealt
with, if necessary.

In 2005, a first milestone was reached with the Bank’s publication of its cor-
porate responsibility report.

In the course of 2006, a newly installed group will coordinate reputation man-
agement throughout the Group.

Compliance risk

Very strict legal provisions apply in the financial sector as regards compliance.
Commerzbank has established additional rules which are intended to ensure that
the conduct of its employees is always correct even in difficult situations and is
in line with current legislation. The Bank’s compliance manual should be men-
tioned here, as well as staff guidelines of the Federal Banking Supervisory Office
and the Federal Supervisory Office for Securities Trading (now German Financial
Supervisory Authority — BaFin), which have been integrated through employ-
ment contracts or internal Bank agreements, and job instructions published on
the Bank’s intranet, providing staff with concrete guidelines for implementing
the respective legislation. At Commerzbank, the staff department Compliance
and Security sets up and monitors observance of such rules.

Compliance not only advises and informs the various business lines and the
Bank’s employees on general issues relevant to compliance, supporting col-
leagues in critical cases of day-to-day business as well; in conjunction with the
respective specialist departments, it also ensures that statutory or supervisory
requirements relating to compliance are implemented. In this connection, the
German legislation to improve investor protection (AnSVG) should be men-
tioned, which became effective on October 31, 2004. Further legislative or super-
visory measures were enacted by the supervisory authority in order to make
AnSVG more concrete.
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When these statutory and supervisory requirements were implemented, the
areas of the Bank affected as well as the Board of Managing Directors and Super-
visory Board were informed, detailed information was published on the intranet
and a procedure was implemented by Compliance for reporting suspected
offences. Compliance monitors staff who are potentially capable of insider
trading in the form of a watch list.

Since the attack on the World Trade Center in New York, the legal and super-
visory requirements in connection with money laundering and the financing
of terrorism have steadily increased, as has the public’s interest in this topic.
The third EU money-laundering directive, which is now being incorporated into
German law, will lead to further requirements as regards the preventive mea-
sures of the financial sector.

In order to counter the specific risk that its business activities will be misused
by third parties for the purpose of money-laundering or funding terrorism, the
Bank is conducting an analysis of the threat posed by the existing relevant risks.
The findings of this analysis will be taken into account as part of the constant
adjustment and improvement of the Bank’s preventive measures. They will be
integrated through the implementation of specific risk-mitigating measures,
either when new customers are accepted, or when their transactions are moni-
tored, but also in training staff and making them sensitive to the dangers. All the
experience gained through this selective analysis and its continual monitoring
will be used in adjusting the system of risk management.

The Bank’s employees are obliged to report out-of-the-ordinary transactions
raising the suspicion of money laundering or the funding of terrorist activities to
Compliance/Financial Investigations, so that the transaction can be subjected to
individual scrutiny.

IV. Summary and outlook

Summary

In the 2005 financial year, Commerzbank further extended its risk-control and
risk-management system. In many areas, significant progress was achieved,
which will make a major contribution in the future as well towards improving
overall Bank management.

In this connection, the stronger integration of the internal economic capital
approach into more individual and overall Bank management processes repre-
sents a considerable contribution towards realizing potential value within the
Commerzbank Group.

At all times, it was ensured that the available risk capital was well above the
defined capital buffer.

All the parties involved showed great commitment in maintaining the current
projects for implementing the new supervisory requirements (Basel Il, MaK) in
2005. The Bank took a major step forward in this respect, leading not only to
optimized capital allocation in accordance with Basel Il but also to a distinct
improvement in risk-sensitive steering.

Building upon the rules of the amended IAS 39, the Bank adopted measures
in 2005 to harmonize its risk provisioning in accordance with IFRS on the basis
of the Basel Il parameters.



Outlook

The supervisory authority is expected to start examining the Commerzbank
Group’s application for certification of the Basel Il IRB Advanced Approach in
2006. As things stand today, the advanced Basel |l approaches can definitely be
implemented and tested within the set period — which, according to the super-
visory authority’s present planning, means by December 31, 2007. Thanks to the
continuing progress made in collating, evaluating and modelling operational
risk, the stability and information value of Basel lI's ambitious AMA approach
were further enhanced in the year under review.

Overhaul of credit-risk strategy

The Bank’s credit-risk strategy was subjected to its annual review in 2005. Based
on the stock-taking conducted jointly by Risk Control and the front- and back-
office units, the strategic direction was established for lending and measures
were planned for the 2006-2008 period. This year, a comprehensive overall risk
strategy for 2007-2009 will be worked out, covering Eurohypo as well.

The forward-looking orientation of the loan portfolio in keeping with the
credit-risk strategy is being systematically maintained. Clear incentives are
being created here for expanding overall lending to SMEs according to plan,
but also for reducing and limiting risk-carrying sub-portfolios. The focus in risk
mitigation is on bulk risks.

Intensive treatment and development of provisioning

In the intensive treatment area, the Bank is prepared to act as lead manager;
its staff in this segment are developing quite consciously into risk managers,
concentrating on preserving the company in question and its jobs and acting,
therefore, in their clients’ interest.

Through the expansion of portfolio-management activities and the early
adoption of risk-mitigating measures, it proved possible to lower provisioning
considerably again last year, with the selective reduction of latent bulk risks and
problem loans making an important contribution here. For 2006, Commerzbank
has set itself the goal of further optimizing its risk/return-based provisioning.
For bulk and country risks, the optimum level has been achieved, with no net
charges registered in 2005; realistically, though, we must expect setbacks here
at some time. In the meantime, we have achieved a positive level on the whole
in German Mittelstand business, which is why we do not see a further reduction
of overall net provision for possible loan losses within the Commerzbank Group
as the most realistic case in 2006. Under normal circumstances, we would
be able at best to hold the level now achieved; however, we expect additional
charges on the retail side. As Eurohypo will no longer have a risk umbrella at its
disposal in 2006, and we have to bring its provisioning into line with the strict
standards applied throughout the Group, we do not believe at present that the
new consolidated figure for the two institutions will be lower than in 2005.

RISK REPORT
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Boosting efficiency in credit processing
Starting in 2006, the results of a worldwide project to further boost productivity
in the overall lending process (“etec” — end-to-end credit) will substantially help
to raise efficiency, thereby improving our market presence for the targeted
Mittelstand clients in particular. One major project in 2006 will be to combine
loan processing for private and business customers with that of Eurohypo in the
form of a loan factory and to reposition the separate back-office function, with
recourse to modern decision systems. Over the medium term, we see not only a
chance of making credit processing far more efficient, but also an opportunity
for much improved risk selection. Since market conditions in the Private and
Business Customers segment continue to be difficult, we intend to place special
emphasis in future on the risk-based steering of business in selectively expand-
ing our share of the mass retail market. As we can expect our retail portfolio to
tie up far less equity with the implementation of Basel Il, however, we want to
explore all the scope for growth that is reasonable from a risk/return aspect.
The introduction of rating methods with demonstrably great discriminatory
power is a major contribution to value creation within the Commerzbank Group.
Together with the certification of rating methods, the migration of further
methods to a uniform web-based platform and also the support provided for
business lines in the form of follow-up releases will represent significant steps
in 2006.

Enhancing overall Bank management

In overall Bank management, a review of resource allocation and the steering
process will take place at Group level, with the objective of establishing new
control variables, including the respective profit targets, based on the economic
capital approach.

Subsequently, consistent value-based planning and steering will be imple-
mented at the overall Bank and business-line levels, based on the economic
capital approach. Eurohypo will be included here right from the outset.

Another main activity in 2006 will be developing and establishing specific
stress scenarios for the use of economic capital for the overall Bank portfolio and
for individual portfolios.

Making our employees even more sensitive to risk is a key goal this year. The
establishment of a risk culture, which this entails, will be supported by a risk
manual, available throughout the Bank, the publication of last year’s report on
corporate responsibility and a code of conduct.

Integration of Eurohypo

We look upon the integration of Eurohypo into economic capital management,
risk control and the risk-based management of credit risk as the special chal-
lenge we face in 2006, yet we are confident that we can ensure that all the rele-
vant processes are harmonized in the course of the year. In risk control/risk man-
agement, the integration timetable is already well advanced. We consider the
great expertise of Eurohypo’s back-office team to be very positive, facilitating the
integration process in all risk-related issues.



Corrigan Report implemented

Now that BaFin’s MaH examination has been successfully completed, Commerz-
bank will subject the recommendations of the so-called Corrigan Report (Coun-
terparty Risk Management Policy Group Il [CRMPG II]) to intensive scrutiny in
2006 and ensure that they are systematically implemented throughout the Group
— insofar as they have not already been met. This applies in particular to busi-
ness involving hedge funds. The report’s 47 recommendations for market par-
ticipants are intended to create a more stable financial market overall through
the proactive behaviour of all market participants, especially in risk manage-
ment. In this way, systemic risk is to be reduced to a minimum and crises of the
financial markets as a whole prevented.

To sum up
With the integration of Eurohypo, the Commerzbank Group will become
Germany’s leading financing bank. Precisely for this reason, we believe that con-
siderable value leverage for further boosting the Group’s earnings performance
over the next few years lies in the claim to “being the benchmark in risk control
and management” The importance of highly-developed risk management was
also confirmed in an international benchmarking study last year, where it is seen
as the most significant challenge to successful business management for inter-
nationally competitive banks. We share this view and are confident that we
can achieve further major breakthroughs in risk control and management during
this decade. This will prove highly positive for the market positioning of the
Commerzbank Group in its target markets and for the selective exploration of
the risk/return-based scope for expansion in lending. What is more, the cyclical
volatility of business performance in lending can be further reduced as a result.
The aim to be a national and international leader in risk management is
not an end in itself for Commerzbank and by no means implies avoiding risk
wherever possible. Rather, it stands for creating and developing efficient struc-
tures, systems and strategies and implementing them with the aid of skilful
front- and back-office staff with the goal of achieving good risk/return results in
the target portfolios. We intend to take on risks wherever we are able to steer
and monitor them and wherever they pay off for our shareholders.
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income statemeni

1.1.-31.12.2005 1.1.-31.12.2004" Change

Notes €m €m in %
Interest received 12,5627 11,374 10.1
Interest paid 9,355 8,361 11.9
Net interest income (29) 3,172 3,013 5.3
Provision for possible loan losses (11, 30, 47) -566 -836 -32.3
Net interest income after provisioning 2,606 2,177 19.7
Commissions received 2,817 2,587 8.9
Commissions paid 402 337 19.3
Net commission income (31) 2,415 2,250 7.3
Net result on hedge accounting (32) -22 6
Trading profit (33) 707 539 31.2
Net result on investments and
securities portfolio (available for sale) (34) 647 339 90.9
Other result (35) 26 193 -86.5
Operating expenses (36) 4,662 4,493 3.8
Operating profit 1,717 1,011 69.8
Regular amortization of goodwill — 83
Restructuring expenses (37) 37 132 -72.0
Profit from ordinary activities/
Pre-tax profit 1,680 796
Taxes onincome (38) 409 353 15.9
After-tax profit 1,271 443
Profit/loss attributable
to minority interests -106 -81 30.9
Consolidated surplus (39) 1,165 362

1) The year-ago figures have been adjusted to the changed rules (see Note 2)
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F-86 INCOME STATEMENT

Appropriation of profit 2005 2004" Change
Notes €m €m in %

Consolidated surplus (39) 1,165 362

Allocation to retained earnings -837 -212

Consolidated profit 328 150

The consolidated profit represents the distributable profit of Commerzbank Aktiengesellschaft. The proposal will be
made to the AGM that a dividend of €0.50 per share be paid from the net profit of Commerzbank Aktiengesellschaft.
With 656,812,557 shares issued, this translates into an overall payout of €328m. Last year, a dividend payment of €0.25
per share was made.

Basic earnings per share 2005 2004" Change
Notes € € in %
Earnings per share (39) 1.93 0.61

The calculation of the earnings per share according to IAS/IFRS is based on the consolidated surplus, with minority
interests not taken into consideration. There were no diluted earnings per share, since —as in the previous year —no con-
version or option rights were outstanding.

1) The year-ago figures have been adjusted to the changed rules (see Note 2)



balance sheet

Assets

Cash reserve

Claims on banks

Claims on customers

Provision for possible loan losses

Positive fair values from
derivative hedging instruments

Assets held for dealing purposes
Investments and securities portfolio
Intangible assets

Fixed assets

Tax assets

Other assets

Total

Liabilities and equity

Liabilities to banks
Liabilities to customers
Securitized liabilities

Negative fair values from
derivative hedging instruments

Liabilities from dealing activities

Provisions

Tax liabilities

Other liabilities

Subordinated capital

Equity
Subscribed capital
Capital reserve
Retained earnings
Revaluation reserve
Measurement of cash flow hedges
Reserve from currency translation
Consolidated profit

Total before minority interests
Minority interests

Total

1) The year-ago figures have been adjusted to the changed rules (see Note 2)

Notes

(9, 42)

(10, 43, 45, 46)
(10, 43, 44, 46)
(11, 47)

(13, 48)

(14, 49)

(15, 50, 53)
(16,51, 53)
(17,18, 52, 53)
(24, 54)

(55)

Notes

(19, 45, 56)
(19, 45, 57)
(19, 58)

(20, 59)

(21, 60)

(22, 23, 61)
(24, 62)

(63)

(25, 64)

(27, 66, 67, 68)
(66)

(66)

(66)

(15, 66)

(6, 66)
(7, 66)

31.12.2005
€m

8,628
86,203
153,674
-5,181

4,734
100,321
86,241
973
1,525
5,638
2,205
444,861

31.12.2005
€m
129,900
102,846
96,920

9,839
74,999
3,621
3,706
1,337
8,143
13,650
1,705
5,686
4,165
1,995
1,069
-107
328
12,703
947
444,861

F-87

31.12.2004" Change
€m in %
4,888 76.5
86,719 -0.6
150,277 2.3
5,305 23
3,920 20.8
102,081 -1.7
72,193 19.5
801 21.5
1,766 -13.6
5,811 -4.7
1,726 27.8
424,877 4.7
31.12.2004" Change
€m in %
115,430 12.5
105,064 -2.1
87,250 11.1
8,653 13.7
80,006 -6.3
3,402 3.5
3,893 -4.8
1,280 4.5
8,876 -8.3
11,023 23.8
1,546 10.3
4,481 26.9
3,383 23.1
1,600 24.7
-1,214 -11.9
-192 -44.3
150
9,754 30.2
1,269 -25.4
424,877 4.7
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statement of changes in equily

Sub-
scribed
capital
€m
Equity as of
31.12.2003 1,545
Changes due to new
accounting rules
Equity as of
1.1.2004 1,545

Consolidated profit

Allocation to
retained earnings

Profits/losses
Changes in
revaluation reserve
Changes arising from
cash flow hedges

Changes in
currency reserve

Comprehensive
income 2004

Capital increases

Issue of shares

to employees 2
Profits/losses

in previous year

Changes in companies
included in consolidation

and Other changes®' -1
Equity as of
31.12.2004 1,546

Consolidated profit

Allocation to
retained earnings

Profits/losses
Changes in
revaluation reserve
Changes arising from
cash flow hedges
Changesin

currency reserve
Comprehensive
income 2005

Capital increases 150
Issue of shares
to employees 1

Profits/losses

in previous year
Dividend

Changes in companies
included in consolidation

and Other changes*’ 8
Equity as of
31.12.2005 1,705

*)including changes in treasury shares

Capital
reserve

4,475

4,476

4,481

1,177

20

5,686

Retained Revalu-
earnings  ation
reserve

3,286 1,240
-19 -4

3,267 1,236

212

364
212 364
-96

3,383 1,600

837

395
837 395
-b5

4,165 1,995

Measure- Reserve
ment of from
cash flow currency
hedges trans-

lation

-1,236 -219

-1,236 -219
22

27

22 27

-1,214 -192
145

85

145 85

-1,069 -107

Consoli-
dated
profit

150

150

150
328

328

-150

328

Total Minority Equity

before interests

minority

interests

9,091 1,213 10,304
-22 -1 -23

9,069 1,212 10,281

150 150
212 212
= 81 81
364 53 417
22 -74 -52
27 27
775 60 835
= 72 72
10 10
= -85 -85
-100 10 -90

9,754 1,269 11,023

328 328
837 837
= 106 106
395 -73 322
145 -64 81
85 85
1,790 =31 1,759
1,327 23 1,350
9 9

- -81 -81
-150 -150
=27 -233 -260

12,703 947 13,650



As of December 31, 2005, the subscribed capital of
Commerzbank Aktiengesellschaft pursuant to the Bank’s
articles of association stood at €1,708m; it was divided
into 656,812,557 no-par-value shares (accounting par
value per share: €2.60). After the 1,113,296 treasury
shares held by the Bank on December 31, 2005, are
deducted, its subscribed capital amounts to €1,705m.

The Bank made use of the authorization resolved by
the Annual General Meeting of May 20, 2005 to purchase
its own shares for the purpose of securities trading,
pursuant to Art. 71, (1), no. 7, German Stock Corporation
Act — AktG. Gains and losses from trading in the Bank's
own shares have no effect on the net profit.

STATEMENT OF CHANGES IN EQUITY

No use was made in the 2005 financial year of the
resolution of the Annual General Meeting of May 20, 2005,
authorizing the Bank to repurchase its own shares pur-
suant to Art. 71, (1), no. 8, AktG, for purposes other than
securities trading.

Other changes in retained earnings, the revaluation
reserve and the measurement of cash flow hedges relate
to changes in equity at associated companies which, in
accordance with IAS 28, have to be shown on a pro-rata
basis with no effect on the net profit.
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cash flow statement

2005
€m
Consolidated surplus 1,165
Non-cash positions in net profit and adjustments to reconcile
net profit with net cash provided by operating activities:
Write-downs, depreciation, adjustments, write-ups to
fixed and other assets, changes in provisions and
net changes due to hedge accounting 1,288
Change in other non-cash positions -2,280
Profit from the sale of assets -647
Profit from the sale of fixed assets 7
Other adjustments (net interest income) -3,172
Sub-total -3,639
Change in assets and liabilities from operating activities
after correction for non-cash components:
Claims on banks 516
Claims on customers -3,397
Securities held for dealing purposes -370
Other assets from operating activities -1,082
Liabilities to banks 14,470
Liabilities to customers -2,218
Securitized liabilities 9,670
Other liabilities from operating activities -114
Interest and dividends received (see Note 29) 12,527
Interest paid -9,355
Income tax paid -241
Net cash provided by operating activities 16,767
Proceeds from the sale of:
Investments and securities portfolio 44,045
Fixed assets 66
Payments for the acquisition of:
Investments and securities portfolio -57,560
Fixed assets -429
Effects of changes in the group of companies included in the consolidation
Payments from the acquisition of subsidiaries 333
Net cash used by investing activities -13,545
Proceeds from capital increases 1,364
Dividends paid -150
Other financing activities (subordinated capital) -733
Net cash provided by financing activities 481
Cash and cash equivalents at end of previous period 4,888
Net cash provided by operating activities 16,767
Net cash used by investing activities -13,545
Net cash provided by financing activities 481
Effects of exchange-rate changes on cash and cash equivalents 37
Cash and cash equivalents at end of period 8,628

2004"
€m
362

1,651
2,997
-339
-15
-3,330
1,226

-27,702
2,813
-2,931
208
20,181
5,064
3,258
-338
11,374
-8,361
-483
4,309

39,720
285

-45,806
-505

-529
-528
7,429
4,309
-6,309
-528
-13
4,888

Cash and cash equivalents includes changes in the group of companies included in the consolidation in an amount

of €333m.

1) The year-ago figures have been adjusted to the changed rules (see Note 2)



The cash flow statement shows the structure of and
changes in cash and cash equivalents during the finan-
cial year. It is broken down into operating activities,
investing activities and financing activities.

Under net cash provided by operating activities, pay-
ments (inflows and outflows) from claims on banks and
customers and also securities from the trading portfolio
and other assets are shown. Additions to and disposals
from liabilities to banks and customers, securitized lia-
bilities and other liabilities also belong to operating
activities. The interest and dividend payments resulting
from operating activities are similarly reflected in the net
cash provided by operating activities.

The net cash used by investing activities shows pay-
ments for the investments and securities portfolio as
well as for fixed assets and payments for the acquisition
of subsidiaries. The effects of changes in the list of con-
solidated companies are also recognized under this item.

CASH FLOW STATEMENT

The net cash provided by financing activities covers
the proceeds from capital increases as well as payments
received and made with regard to subordinated capital.
Distributed dividends are also shown here.

We consider cash and cash equivalents to be the
Cash reserve (see Note 42), consisting of cash on hand,
balances held at central banks and also debt issued by
public-sector borrowers and bills of exchange eligible for
rediscounting at central banks. Claims on banks which
are due on demand are not included.

As far as banks are concerned, the cash flow state-
ment can be considered not very informative. For us, the
cash flow statement replaces neither liquidity planning
nor financial planning, nor do we look upon it as a steer-

ing instrument.
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notes

Consolidated accounting principles

Our consolidated financial statements as of December 31,
2005 were prepared in accordance with Regulation (EC)
No. 1606/2002 (IAS Regulation) of the European Parlia-
ment and of the Council of 19 July, 2002, together with
other regulations for adopting certain international
accounting standards on the basis of the International
Accounting Standards (IAS) - and the International Finan-
cial Reporting Standards (IFRS) — approved and published
by the International Accounting Standards Board (IASB)
and with their interpretation by the Standing Inter-
pretations Committee (SIC) and International Financial
Reporting Interpretation Committee (IFRIC). These finan-
cial statements are based on the IAS/IFRS rules, as they
are to be applied in the EU. With the exception of IAS 39,

Accounting policies

(1) Basic principles

The consolidated financial statements are based on the
going concern principle. Income and expenses are recog-
nized on a pro-rata temporis basis; they are shown for the
period to which they may be assigned in economic terms.

We have applied IAS 39, together with the different
classification and measurement principles prescribed by
this standard, in our accounting. Hedge accounting rules
are applied in the case of derivative hedging instruments
(further details may be found in note 6).

Throughout the Commerzbank Group, uniform
accounting policies are used in preparing the financial
statements. All fully consolidated companies prepared
their financial statements as of December 31, 2005.

If estimates or assessments are necessary for account-
ing and measuring under IAS/IFRS rules, we have made
these in accordance with the respective standards. They
are based on past experience and other factors, such as
planning and - from the present standpoint - likely expec-
tations or forecasts of future events.

all the standards have been recognized. Certain hedge
accounting rules of IAS 39 have been ignored. A summary
of the regulations that have been applied can be found on
pages 108-109.

In addition to the consolidated balance sheet and the
consolidated income statement, the consolidated finan-
cial statements also include a statement of changes in
equity, a cash flow statement and the notes. Segment
reporting appears in the notes on pages 128-136.

The consolidated management report, including a
separate report on the opportunities and risks related to
future developments (Risk report) pursuant to Art. 315,
German Commercial Code - HGB, appears on pages 56-93
of our annual report.

Unless otherwise indicated, all the amounts are
shown in millions of euros.

(2) Adjustment of the accounting policies

(IAS Improvement Project)

Basically, we have employed the same accounting
policies as for the consolidated financial statements as of
December 31, 2004. Due to the reformulation or amend-
IAS/IFRSs, both
spective and prospective adjustments were necessary,

ment of individual however, retro-

which are outlined below.

1. Claims on banks and customers
Up to now, we have distinguished in our accounting
between claims originated by the Bank and those
acquired in the secondary market:

Claims originated by the Bank appeared as Claims
on banks or Claims on customers at amortized cost.
Disposal gains or losses were recognized under Net
interest income.

Claims acquired in the secondary market (above all
promissory notes) were shown at their fair value in the
Investments and securities portfolio. Disposal gains or
losses were recognized under Net result on invest-
ments and securities portfolio (available for sale).



Under the new rules of IAS 39, the accounting of
claims from now on will reflect whether they are listed in

an active market or not. Accordingly,

claims not quoted in an active market will appear at
amortized cost as Claims on banks or Claims on cus-
tomers, with disposal gains or losses recognized
under Net interest income;

claims quoted in an active market will appear at their
fair value, with disposal gains or losses recognized
under Net result on investments and securities port-
folio (available for sale).

In order to make comparisons easier, we have
adjusted the year-ago levels and the figures in the income
statement. This has had no effect on the consolidated

surplus.

2. Amortization of goodwill

Up to now, goodwill has been amortized over 15 years,
using the straight-line method. In accordance with the
reformulated rule of IFRS 3, no regular amortization of
goodwill will be made after January 1, 2005. However,
as previously, goodwill will be subjected to an impairment
test at least once a year. As this change has to be applied
prospectively, we have not adjusted the year-ago figures.

3. Minority interests

Minority interests in the Bank’s equity were previously
shown separately from equity under Minority interests.
In accordance with the reformulated IAS 1, minority in-
terests have appeared within equity since January 1, 2005.

NOTES

4. Staff remuneration plans

Up to now, provisions have been formed and charged to
operating expenses for staff remuneration plans which
seem likely to be used. IFRS 2, which has had to be applied
since January 1, 2005, also provides for the fair value of
staff remuneration plans to be recognized under expenses
- spread across the lifetime of the plans. Recognition of
the plans in the balance sheet distinguishes between pay-
ments to the employee settled in cash and those settled in
the form of equities:

Cash-settled plans appear in the balance sheet as a
provision.

Equity-settled plans appear in the balance sheet under
equity.

Plans offering a choice of payment option have to be
split between provisions and equity according to the
likelihood of the option being chosen.

This amendment has had to be applied retrospec-
tively. As a result, we have adjusted the year-ago figures
for personnel expenses, provisions and equity. The con-
solidated surplus shown in the previous year was reduced
by €31m.

5. Fair value option
In the version of IAS 39 valid as from January 1, 2005, the
fair value option was introduced as an additional mea-
surement option. It enables companies preparing their
accounts to apply the fair value principle voluntarily on
initial recognition when measuring financial instruments
which do not have to be measured according to this prin-
ciple. Changes on remeasurement are recognized in the
income statement under Trading profit and are explained
individually in Note 33. In June 2005, the IASB presented
a revised version of the fair value option, which was
recognized by the EU in November 2005. The changes
primarily related to the conditions under which the fair
value option may be applied.

This regulation also had to be applied retrospectively.
As a result, the year-ago figure for the consolidated
surplus rose by €0.4m.
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(3) IAS/IFRS, SIC and GASB rules applied pretations to be applied only as from January 1, 2006, or
As a matter of principle, we apply all the valid standards  later (IFRS 6 and 7, IFRIC 4, 5, 6 and 7). We do not expect
in our accounting and measurement. For this reason, we  thelAS/IFRS rulesto be applied for the first time in 2006 to
have not taken into consideration standards and inter- have any material consequences.

The 2005 consolidated financial statements are based on the IASB framework and the following relevant IAS/IFRSs:

IAS 1 Presentation of financial statements

IAS 7 Cash flow statements

IAS 8 Accounting policies, changes in accounting estimates and errors
IAS 10 Events after the balance-sheet date

IAS 12 Income taxes

IAS 14 Segment reporting

IAS 16 Property, plant and equipment

IAS 17 Leases

IAS 18 Revenue

IAS 19 Employee benefits

IAS 21 The effects of changes in foreign-exchange rates

IAS 23 Borrowing costs

IAS 24 Related party disclosures

IAS 27 Consolidated and separate financial statements

IAS 28 Investments in associates

IAS 30 Disclosures in the financial statements of banks and similar financial institutions
IAS 31 Interests in joint ventures

IAS 32 Financial instruments: disclosure and presentation

IAS 33 Earnings per share

IAS 36 Impairment of assets

IAS 37 Provisions, contingent liabilities and contingent assets

IAS 38 Intangible assets

IAS 39% Financial instruments: recognition and measurement

IAS 40 Investment property

IFRS 2 Share-based payment

IFRS 3 Business combinations

IFRS 5 Non-current assets held for sale and discontinued operations

*) In the version taken over by the EU Commission

We have not taken IFRSs 1, 4 and IASs 2, 11, 20, 26, 29, 34 and 41 into consideration, as we did not have to apply them.



NOTES F-95

In addition to the standards mentioned, we have also taken into consideration in our consolidated financial statements

the following interpretations of SIC or IFRIC that are relevant for us:

No.
SIC-7
SIC-12
SIC-15
SIC-21
SIC-25
SiCc-27
SIC-32

Title

Introduction of the euro

Consolidation — special-purpose entities

Operating leases — incentives

Income taxes - recovery of revalued non-depreciable assets

Income taxes - changes in the tax status of an enterprise or its shareholders
Evaluating the substance of transactions in the legal form of a lease
Intangible assets — web site costs

IFRICs 1, 2 and SIC-10, 13, 29 and 31 did not have to be taken into consideration.

With the approval of GAAS 1 by the German Accounting
Standards Board (GASB) and its publication in the Federal
Gazette (Bundesanzeiger) on August 31, 2005, the Ger-
man Accounting Standards (GAS) were altered such that
they basically no longer have to be applied if the con-

solidated financial statements are prepared according to

relates to

IAS 10, 21

IFRS 2, IAS 8,19, 27, 32
IAS 17

IAS 12,16

IAS 12

IAS1,17,18

IAS 38

international accounting standards as defined in Art.
315a, HGB. Exempted from this regulation are GAS 15
Management Reporting and the supplementary GAS 5
and 5-10 Risk Reporting, which we have taken into con-
sideration in our consolidated financial statements.
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NOTES

(4) Consolidated companies

Besides the Parent Bank, the consolidated financial state-
ments include 115 subsidiaries (2004: 98)
Commerzbank Aktiengesellschaft holds more than 50% of

in which

the capital directly or indirectly or exerts control over
them. Of these, 53 have their legal seat in Germany (2004:
46) and 62 (2004: 52) elsewhere.

154 subsidiaries and associated companies (2004:
162) of minor significance for the Group’s asset and finan-
cial position and earnings performance have not been
included; instead, they have been shown under Invest-
ments and securities portfolio as holdings in subsidiaries
or investments. These companies account for less than
0.2% (2004: 0.3%) of the Group’s overall balance-sheet
total.

In the year under review, 18 subsidiaries were
included in the consolidation for the first time.

In addition to the 115 (2004: 98) subsidiaries, we
included in the 2005 financial year 28 (2004: four) special-
purpose entities and 21 (2004: 14) non-publicly-offered
funds in our consolidated financial statements in accord-
ance with IAS 27 and SIC-12. 35 special-purpose entities
and non-publicly-offered funds have been included in the
consolidation for the first time.

No longer included in the list of consolidated compa-

nies are:

von der Heydt-Kersten & Séhne, Wuppertal
Non-publicly-offered funds/special-purpose entities

ABN AMRO-Credit Spread-Fonds, Frankfurt am Main

Comas Strategy Fund | Limited, Grand Cayman

HIE-COFONDS lll, Frankfurt am Main

HIE-COFONDS IV, Frankfurt am Main

Ten major associated companies (2004: nine) - six of
them based in Germany (2004: five) — are measured using
the equity method. As a major associated company, Euro-
hypo Aktiengesellschaft, Eschborn, is included in the con-
solidated financial statements reflecting the interest we
hold init, as it wasin previous years. Two associated com-
panies have been included for the first time.

The following company has been removed from the
list of associated companies:

KEB Commerz Investment Trust Management
Company Ltd., Seoul

A complete list of the subsidiaries, associated com-
panies and special-purpose entities and non-publicly-
offered funds included in our consolidated financial state-
ments can be found on pages 188-193.

(5) Principles of consolidation

For the consolidation of the capital accounts, we measure
the assets and liabilities of subsidiaries completely
afresh, regardless of the percentage share of the equity
which we held at the time of acquisition. With deferred
taxes taken into consideration, the remeasured assets and
liabilities are included in the consolidated balance sheet;
the realized hidden reserves and built-in losses which
have been identified are treated in accordance with
the standards which have to be applied in subsequent
reporting periods. If a positive difference remains after
remeasurement, this is shown as goodwill.

Claims and liabilities deriving from business relations
between Group companies, as well as expenses and
income, are eliminated as part of the consolidation of
earnings; intra-Group book gains or losses registered
during the financial year are deducted, unless they are of
minor importance.

Associated companies are measured according to the
equity method and are shown as investments in asso-
ciated companies under Investments and securities port-
folio. The purchase cost of these investments and the
goodwill are determined at the time of their first inclusion
in the consolidated financial statements, applying the
same rules as for subsidiaries. For major associated com-
panies, the equity book value which is carried and appears
either in profit or loss or in the revaluation reserve is
based on the auxiliary calculations of the associated
companies, prepared and audited in accordance with our
instructions, with IAS/IFRS rules applied.

Holdings in subsidiaries not consolidated because of
their minor significance and investments are shown at
their fair value, or if this cannot be reliably established, at
cost under Investments and securities portfolio.



(6) Financial instruments: recognition and measurement
(IAS 39)
In accordance with IAS 39, all financial assets and liabili-
ties—which also include derivative financial instruments —
have to be recognized in the balance sheet and measured
in accordance with their assigned category. A financial
instrument is a contract which automatically produces
a financial asset for the one company and a financial lia-
bility or equity instrument for the other.

The following remarks present an overview of how the
rules of IAS 39, in the version to be employed as from
2005, have been applied within our Group:

a) Categorization of financial assets and liabilities and

their measurement

Loans and claims:

Non-derivative financial instruments with fixed or
determinable payment claims for which no active mar-
ket exists are assigned to this category. This holds true
regardless of whether they were originated by the
Bank or acquired in the secondary market. An active
market exists if quoted prices are regularly made
available, for example, by a stock exchange or broker,
and these prices are representative for current trans-
actions between remote third parties. Measurement
is made at amortized cost. Premiums and discounts
appear under Net interest income over the entire life-
time.

Held-to-maturity financial assets:

Non-derivative financial assets with fixed or deter-
minable payments and also a fixed maturity may be
included in this category if an active market exists for
them and both the intent and the ability exist to hold
them to final maturity. They are measured at amor-
tized cost, with premiums and discounts being recog-
nized under Net interest income over the entire life-
time to maturity. The Commerzbank Group has not
used the Held-to-maturity financial assets category
with respect to the 2005 financial year either.

NOTES

Assets held for dealing purposes and Liabilities from
dealing activities:

All financial assets which are held for dealing pur-
poses are assigned to this class. These include original
financial instruments (especially interest-bearing
securities, equities and promissory notes), precious
metals and also derivative financial instruments with
a positive fair value. Accordingly, all financial liabili-
ties from dealing activities are assigned to this class.
These include above all derivative financial instru-
ments with a negative fair value as well as delivery
obligations arising from short sales of securities.

Derivative financial instruments used as hedging
instruments are only recognized as assets held for
dealing purposes or liabilities from dealing activities
insofar as they do not meet the conditions for the
application of hedge accounting rules (see below in
this note). Otherwise, they are shown as Fair values
attributable to hedging instruments.

Assets held for dealing purposes and liabilities
from dealing activities are measured at their fair value
on each balance-sheet date. The results of such mea-
surement appear under Trading profit in the income
statement.

Spot transactions are recognized immediately
upon conclusion of the transaction; we make a balance-

sheet entry when the contract is performed.

Available-for-sale financial assets:

All non-derivative financial assets not assignable to
one of the above categories have to be counted as
available-for-sale financial assets. Primarily, these are
interest-bearing securities, equities, promissory notes
and investments. They are initially measured at cost
and subsequently at their fair value. After deferred
taxes have been taken into consideration, measured
gains and losses are recognized with no effect on the
income statement in a separate equity item (revalua-
tion reserve). If the financial asset is sold, the cumula-
tive valuation previously recognized in the revaluation
reserve is released and appears in the income state-
ment. Should the asset’s value be permanently
impaired, the revaluation reserve has to be adjusted
for the impairment, and the amount has to be reflected
in the income statement. If the fair value cannot be
reliably ascertained, measurement is made at amor-
tized cost. Premiums and discounts are recognized
under Net interest income over the entire lifetime.
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NOTES

Other financial liabilities:

This category includes liabilities to banks and cus-
tomers and also securitized liabilities. Measurement is
made at amortized cost. Premiums and discounts are
recognized under Net interest income over the entire
lifetime.

Fair value option:
The fair value option, introduced in IAS 39, makes it
possible voluntarily to measure each financial instru-
ment at fair value and to reflect the net result of such
measurement in the income statement. The decision
whether to use the fair value option or not has to be
made at the inception of the financial instrument.

The fair value option may be applied for a financial
instrument provided that

— an accounting mismatch is avoided or substan-
tially reduced, or

— a portfolio of financial instruments is managed,
and its performance is measured on a fair value
basis, or

— the financial instrument has one or several em-
bedded derivatives.

Financial instruments for which a fair value option
is employed are shown at their fair value in the appro-
priate balance-sheet item for their respective cate-
gory. The results of measurement appear under
Trading profit. Further details on how and to what
extent the fair value option is used can be found
in Note 78.

Embedded derivatives

IAS 39 also regulates the treatment of derivatives
embedded in original financial instruments (em-
bedded derivatives). Such financial instruments are
also referred to as hybrid financial instruments. These
include, for example, reverse convertible bonds
(bonds with a right to repayment in the form of
equities) or bonds with indexed interest payments.
In accordance with IAS 39, under certain conditions
the embedded derivative should be shown separately
from the original host contract as a stand-alone
derivative.

c)

Such separation has to be made if the characteris-
tics and risks of the embedded derivative are not
closely related to those of the original host contract.
In this case, the embedded derivative has to be
regarded as part of the trading portfolio and recog-
nized at its fair value. Changes on remeasurement
have to be shown in profit and loss. The host contract
is accounted for and measured applying the rules
of the category to which the financial instrument is
assigned.

However, if the characteristics and risks of the
embedded derivative are closely linked to those of the
original host contract, the embedded derivative is not
shown separately and the hybrid financial instrument
is measured as a whole in accordance with the general
provisions of the category to which the financial
instrument is assigned.

Hedge accounting

IAS 39 contains extensive hedge accounting regula-
tions, i.e. accounting for hedging instruments - espe-
cially derivatives — and the underlying hedged trans-
actions.

In line with general regulations, derivatives are
classified as trading transactions (assets held for
dealing purposes or liabilities from dealing activities)
and are measured at their fair value. The result of such
measurement is shown under Trading profit. If it can
be demonstrated that derivatives are used to hedge
risks from non-trading transactions, IAS 39 permits,
under certain conditions, the application of hedge
accounting rules. For the most part, two forms of
hedge accounting are distinguished:

Fair value hedge accounting:

IAS 39 prescribes the use of hedge accounting for
derivatives which serve to hedge the fair value of
recognized assets or liabilities. Above all, the Group's
issuing and lending business and the securities port-
folio of liquidity management, insofar as these are
fixed-income securities, are subject to such a fair
value risk. Primarily, interest-rate and interest-rate/
currency swaps are used to hedge these risks.



In line with the regulations for fair value hedge
accounting, the derivative financial instruments used
for hedging purposes are shown at fair value as Fair
values attributable to derivative hedging instruments.
Changes upon remeasurement appear as profit or loss
in the income statement under Net result on hedge
accounting. Any changes in the fair value of the
hedged asset or hedged liability resulting from the
hedged risk have to be recognized and similarly
shown in the income statement under Net result
on hedge accounting. Given a perfect hedge, the
changes upon remeasurement recognized in the in-
come statement for the hedge and the hedged trans-

action will balance one another.

Cash flow hedge accounting:

IAS 39 prescribes the use of cash flow hedge account-
ing for derivatives which serve to hedge the risk of a
change in future cash flows. A cash-flow risk exists
in particular for floating-rate loans, securities and lia-
bilities as well as forecast transactions (for example,
forecast fund-raising or financial investments). Within
the Commerzbank Group, the interest-rate risks in
asset/liability management are largely covered by
means of cash flow hedges. Primarily, interest-rate
and interest-rate/currency swaps are used for hedging
purposes.

Derivative financial instruments used in cash flow
hedge accounting are carried at fair value as Fair
values attributable to derivative hedging instruments.
Reporting of the gain or loss has to be divided into
an effective and an ineffective part. The effective
result measured is that part of the hedging derivative's
change in fair value which represents an effective
hedge of the cash flow risk arising from the underlying
hedged transaction and is recognized, after deferred
taxes have been taken into consideration, in a
separate item under equity (Measurement of cash
flow hedges). By contrast, the ineffective portion is
shown in the income statement. There is no change in
the general accounting rules described above for the
transactions underlying cash flow hedges.

The application of hedge accounting rules is tied to a
number of conditions. These relate above all to the docu-
mentation of the hedge and also to its effectiveness.

NOTES

The hedge has to be documented at the time of its
conclusion. Documentation extends above all to an iden-
tification of the hedging instrument and the underlying
hedged transaction and also details of the hedged risk and
the method employed to determine the effectiveness of
the hedge. Documentation for an underlying transaction
hedged with a derivative may relate either to an individual
asset, liability, pending business or forecast transaction
or to a portfolio of such items (microhedge) which are
given similar accounting treatment. It is not sufficient,
however, to document a net risk position to be hedged.

In addition to documentation, IAS 39 calls for evidence
of an effective hedge in order for hedge accounting rules
to be applied. Effectiveness in this connection means the
relationship between the change in fair value or the cash
flow resulting from the hedged underlying transaction
and the change in fair value or the cash flow resulting
from the hedge. If these changes almost entirely balance
one another, a high degree of effectiveness exists. Proof
of effectiveness requires, on the one hand, that a high
degree of effectiveness can be expected from a hedge in
the future (prospective effectiveness). On the other hand,
when a hedge exists, it must be regularly demonstrated
that this was highly effective during the period under
review (retrospective effectiveness). A high degree of
retrospective effectiveness exists if the ratio of changes
in the fair value or the cash flow lies between 0.8 and 1.25.
Here, the methods used for determining effectiveness
have to be disclosed.

(7) Currency translation

Assets and liabilities denominated in foreign currencies,
as well asimmatured spot foreign-exchange transactions,
are translated at the spot rates, and foreign-exchange for-
ward contracts at the forward rate on the balance-sheet
date. Expenses and income are translated at market rates.
Currency translation for investments and holdings in sub-
sidiaries that are denominated in foreign currencies is
effected at historical cost. Translation gains and losses
from the consolidation of the capital accounts appear in
the balance sheet under Equity.

As a result of their economically independent busi-
ness activity, the financial statements of our units abroad
that are prepared in foreign currencies are translated at
the spot rates of the balance-sheet date.

The expenses and income generated by the trans-
lation of balance-sheetitems are recognized in the income
statement. Hedged expenses and income are translated at
the hedging rate.
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The following translation rates apply for the curren-
cies that are most important to the Commerzbank Group
(amount per €1 in the respective currency):

2005 2004
uUsD 1.1797 1.3621
GBP 0.6853 0.70505
CHF 1.5551 1.5429
PLN 3.8600 4.0845

(8) Offsetting

We set liabilities off against claims if these relate to the
same counterparty, are due at call, and agreement has
been reached with the contractual partner that interest
and commissions be calculated as if only a single account
existed.

(9) Cash reserve
With the exception of debt issued by public-sector bor-
rowers, which is shown at its fair value, all the items

appear at their nominal value.

(10) Claims

The Commerzbank Group’s claims on banks and cus-
tomers which are not held for trading and are not quoted
on an active market are shown at either their nominal
value or at amortized cost. Premiums and discounts
appear under Net interest income over the entire lifetime.
The book values of claims which qualify for hedge
accounting are adjusted for the gain or loss attributable to
the hedged risk. Claims recognized under the fair value
option appear at their fair value.

(11) Provision for possible loan losses

We fully provide for the special risks associated with
banking business by forming specific valuation allow-
ances and portfolio valuation allowances.

In order to cover the lending risks represented by
claims on customers and banks, we have formed specific
valuation allowances according to uniform Group stan-
dards. Valuation allowances have to be formed for a loan
if it is probable that not all the interest payments and
repayments of principal can be made according to the
agreement. The size of the valuation allowance corre-
sponds to the difference between the book value of the
loan after valuable security has been taken into consider-
ation and the cash value of the expected future cash flow,
discounted by the original effective interest rate.

In addition, we cover credit risk by means of portfolio
valuation allowances. Actual loan losses serve as a yard-
stick for the scale on which portfolio valuation allowances
have to be formed, differentiated according to sub-port-
folios as shown in the balance sheet.

Insofar as it relates to claims in the balance sheet, the
aggregate amount of provision for possible loan losses
is shown separately from Claims on banks and Claims
on customers. However, provision for risks in off-balance-
sheet business — guarantees, endorsement liabilities,
lending commitments — is shown as a provision for lend-
ing risks.

Unrecoverable accounts for which no specific valua-
tion allowance has been formed are written down imme-
diately. Amounts received on written-down claims appear
in the income statement.

(12) Genuine repurchase agreements and
securities-lending transactions

Repo transactions combine the spot purchase or sale of
securities with their forward sale or repurchase, the coun-
terparty being identical in either case. The securities sold
under repurchase agreements (spot sale) still appear, and
are measured, in the consolidated balance sheet as part
of the securities portfolio. According to counterparty,
the inflow of liquidity from the repo transaction is shown
in the balance sheet as a liability to either banks or cus-
tomers. The agreed interest payments are booked as
interest paid, reflecting the respective maturities.

The outflows of liquidity caused by reverse repos
appear as claims on banks or customers and are mea-
sured accordingly. The securities bought under repur-
chase agreements and on which the financial transaction
is based (spot purchase) are not carried in the balance
sheet, nor are they measured. The agreed interest from
reverse repos is counted as interest income, reflecting the
respective maturities. Claims arising from reverse repos
are not netted against liabilities from repos involving the
same counterparty.

We show securities-lending transactions in a similar
manner to securities in genuine repurchase agreements.
Lent securities remain in our securities portfolio and are
measured according to the rules of IAS 39. Borrowed
securities do not appear in our balance sheet, nor are
they measured. We show cash security which we have
furnished for securities-lending transactions as a claim
and received security as a liability.



(13) Positive fair values from derivative

hedging instruments

Derivative financial instruments used for hedging which
qualify for hedge accounting and have a positive value
appear under this item. The instruments are measured at
fair value.

Listed instruments are measured at market prices; for
non-listed products, internal price models (net present-
value or option-price models) are used. The hedge ac-
counting results for fair value hedges appear in the
income statement under Net result on hedge accounting.
By contrast, effective portions of the gains and losses on
cash flow hedges are recognized under Measurement of
cash flow hedges in Equity.

(14) Assets held for dealing purposes

Securities held for dealing purposes, promissory notes
and precious metals appear in the balance sheet at their
fair value on the balance-sheet date. Also shown at fair
value are all derivative financial instruments which are
not used as hedging instruments in hedge accounting and
have a positive fair value. For listed products, market
prices are used; non-listed products are measured on the
basis of the net present-value method or other suitable
measurement models (for instance, option-price models).
All the realized gains and losses and also the net changes
which are not realized appear as part of the Trading profit
in the income statement. Under this item, interest and
dividend income from trading portfolios are also shown,
less the expenses required to finance them.

(15) Investments and securities portfolio

(available for sale)

Our Investments and securities portfolio comprises all the
bonds, notes and other fixed-income securities, shares
and other variable-yield securities and all the investments
and investments in associated companies, as well as hold-
ings in non-consolidated subsidiaries which are not held
for dealing purposes. In addition, we include here claims
quoted in an active market and recognize any disposal
proceeds under Net result on investments and securities
portfolio (available for sale).

These portfolios are recognized and measured at fair
value, or according to the equity method in the case of
investments in associated companies. If the fair value can-
not be reliably calculated, the item is shown at amortized
cost; this primarily holds true for non-listed assets. Net

NOTES

changes are shown - after deferred taxes have been taken
into consideration — under the Revaluation reserve in
Equity. Realized gains and losses only affect the income
statement when the holdings are sold. Premiums and dis-
counts are recognized in Net interest income over the life-
time of the investment or security. If, however, an effective
hedge with a derivative financial instrument exists for
investments or securities, that part of the change in fair
value attributable to the hedged risk is shown under the
Net result on hedge accounting in the income statement.
In the case of permanent impairment, the required write-
down is charged to the income statement.

The objective indicators for determining impaired
value were extended in the 2005 financial year, above all
for equity instruments of the available-for-sale portfolio.
Value is impaired, for instance, if the fair value falls either
significantly or for a longer period below acquisition cost.
No write-ups may be made affecting profit or loss for
available-for-sale equity instruments. Changes in the fair
value of listed equity instruments during subsequent
reporting periods are shown in the revaluation reserve.
This means that the net profit and loss is affected only
in the case of impaired value and disposals. Write-ups
of non-listed equity instruments whose value cannot be
regularly determined may be recognized neither in the
income statement nor in the revaluation reserve. If the
reasons for a value impairment of debt instruments cease
to exist, a write-up has to be made, equal at most to the
amortized cost, and reflected in profit or loss. The amount
in excess of the amortized cost has to be reflected in the

revaluation reserve.

(16) Intangible assets

Under Intangible assets, we mainly recognize software
and acquired goodwill. Measurement is made at amor-
tized cost. On each balance-sheet date, all goodwill is
examined with a view to its future economic utility on the
basis of cash-generating units. If it appears that the
expected utility will not materialize, an extraordinary
depreciation is made. We depreciate software over a
period of two to five years.

(17) Fixed assets

The land and buildings, and also office furniture and equip-
ment, shown under this item are capitalized at cost, less
regular depreciation. Extraordinary depreciation and write-
offs are made in the case of permanently impaired value.
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In determining the useful life, the likely physical wear
and tear, technical obsolescence and also legal and con-
tractual restrictions are taken into consideration. All fixed
assets are depreciated or written off over the following
periods, using the straight-line method:

Probable useful life in years

Buildings 30-50
Office furniture and equipment 2-10
Purchased IT equipment 2- 8

In line with the materiality principle, purchases of low-
value fixed assets in the past financial year are recognized
immediately as operating expenses. Profits realized on
the disposal of fixed assets appear under Other income,
with losses being shown under Other expenses.

(18) Leasing

In accordance with IAS 17, a lease is classified as an ope-
rating lease if it does not substantially transfer to the
lessee all the risks and rewards that are incident to owner-
ship. By contrast, finance leases are considered to be
those agreements which substantially transfer all the risks
and rewards to the lessee.

- The Group as lessor -

Insofar as the leasing companies within the Commerz-
bank Group are involved in operating lease business, eco-
nomic ownership of the object of the agreement remains
with the Group company. Leased objects appear in the
consolidated balance sheet under Fixed assets, shown
at cost or production cost, less regular depreciation over
their useful economic lives or less extraordinary depre-
ciation which is required if their value is permanently
impaired. Unless a different distribution suggests itself
in individual cases, the proceeds from leasing trans-
actions are recognized on a straight-line basis over
the lifetime of the agreement and are shown under
Net interest income.

If virtually all the risks and rewards relating to the
leased property are transferred to the lessee (finance
leases), the Commerzbank Group recognizes a claim on
the lessee. The claim is shown at its net investment value
at the inception of the agreement. Leasing payments
received are divided into an interest portion, which
appears as interest income, and a repayment portion.
The income is recognized as interest income for the
respective period.

- The Group as lessee -

The payments made under operating lease agreements
are included under Operating expenses. The costs are
computed like a rental payment on a regular basis corre-
sponding to the useful life of the leased object. No con-
tractual obligations existed in the 2005 financial year
which have to be classified as finance leases.

(19) Liabilities to banks and customers and

also Securitized liabilities

Financial liabilities are recognized at amortized cost.
(embedded
derivatives) have been separated from their host debt

The derivatives embedded in liabilities
instrument, measured at fair value and shown under
either Assets held for dealing purposes or Liabilities
from dealing activities. In hedge accounting, hedged lia-
bilities were adjusted for the fair value attributable to the
hedged risk.

(20) Negative fair values from derivative

hedging instruments

Under this item, we show derivative hedging instruments
with a negative fair value which do not serve trading
purposes. The financial instruments are measured at fair
value, with market prices used as a basis for measuring
listed instruments; internal price models (net present-
value or option-price models) are applied in the case of
non-listed products. The net results from hedge account-
ing for instruments classified as fair value hedges appear
in the income statement. We show the effective portions
of the gains or losses on cash flow hedges under Measure-
ment of cash flow hedges in Equity.

(21) Liabilities from dealing activities

Derivative financial instruments which have a negative
fair value, and delivery obligations from short sales of
securities, are shown as Liabilities from dealing activities.
Such liabilities are measured at their fair value.

(22) Provisions for pensions and similar commitments
Virtually all employees of Commerzbank Aktiengesell-
schaft as well as staff at some subsidiaries in Germany
acquire rights to a company pension under various sys-
tems of company provision for old age.

Some employees are given an indirect — contribution-
based - commitment (defined-contribution plan), for
which the Group, with employees also making con-
tributions, pays a fixed amount for old-age provision



to external providers, including Versicherungsverein des
Bankgewerbes a.G. (BVV), Berlin, and Versorgungskasse
des Bankgewerbes e.V., Berlin.

The size of future pension benefits is determined here
by the amounts paid in and - for the non-guaranteed por-
tion of the benefits — by the accrued income on the assets.
The classification of this provision as an indirect commit-
ment means that the contributions to BVV and Versor-
gungskasse are recognized as current expenses, eliminat-
ing the need to form provisions.

Other employees are given a direct commitment,
under which the size of the benefit is established, being
determined by such factors as age, salary and length of
service (defined-benefit plan).

In order to cover the promised pension benefits, we
accumulate the assets required to meet the pension
obligation for the most part internally and show the
corresponding provision under Liabilities. A small part of
these assets is invested in a trust to provide additional
protection against insolvency. The trustee of these assets
held in trust is Commerzbank Pension-Trust e.V.

The pension expenses for direct commitments, which
have to appearin the income statement, consist of several
components. First and foremost, the service cost has to be
considered. In addition, there is the interest cost on the
cash value of the obligation, as the time at which it must
be met has moved one period closer. The netincome fore-
cast for the separate plan assets (assets held in trust) is
deducted from expenses. If the 10% “corridor” or fluc-
tuation-band rule gives rise to amortization amounts for
actuarial gains and losses, the expenses for the period rise
or fall accordingly.

The size of the provisions formed is initially deter-
mined by the cash value of the obligation to be met. The
portion which is covered by the separate assets held
in trust has to be set off against the obligation. The "corri-

"

dor” rule determines the amount of provision to be

formed each year as follows:

Cash value of obligation for direct commitments
less separate pension assets

less/plus not recognized actuarial losses or gains
= size of provision for pensions

The pension obligation is calculated annually by an
independent actuary, using the projected-unit-credit

method. This calculation is based not only on biometric

NOTES

assumptions but above all on a current market interest
rate for prime-quality long-dated bonds as well as the
rates of increase for salaries and pensions to be expected
in the future. We only recognize higher or lower obliga-
tions as a result of actuarial calculations if they lie outside
a 10% "corridor” of the actuarial value of the obligation.
In the past financial year, adjustment to a lower calcula-
tory interest rate led to the 10% corridor being exceeded.
Our internal accounting methods indicate that — as per-
mitted by the rules — we will recognize the excess in our
income statement more quickly than IAS 19 prescribes.
Pursuant to IAS 19, the amount that falls outside the
corridor has to be charged as an expense over the average
expected remaining working lives of the employees.
The assumptions used in actuarial calculations are:

31.12.2005 31.12.2004
Calculatory interest rate 4.25% 5.00%
Change in salaries 2.50% 2.50%
Adjustment to pensions 1.40% 1.40%

The former internal agreements on the granting of
direct pension benefits were replaced with effect from
January 1, 2005, by the Commerzbank modular plan for
company pension benefits (CBA). Staff entitled to benefits
will receive benefits under CBA, which will be made up of
an initial module for the period up to December 31, 2004,
and benefit modules - possibly augmented by a dynamic
module - for each contributory year from 2005 onwards.
Staff joining the Bank after January 1, 2005, will be given
a commitment under the Commerzbank capital plan for
company retirement pensions (CKA).

The obligations similar to those for pensions include
obligations under early-retirement schemes and under
part-time work schemes for older staff, which have been
computed with the aid of actuarial rules.

(23) Other provisions

We form Other provisions on the scale deemed necessary
for liabilities of uncertain amount towards third parties
and for anticipated losses related to immatured contracts.
We are not permitted by IAS rules to form provisions for
expenses not related to an external commitment.
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(24) Taxes on income

Current tax assets and liabilities were calculated by apply-
ing the currently valid tax rates at which a refund from, or
a payment to, the relevant fiscal authorities is made.

Deferred tax assets and liabilities derive from diffe-
rences between the value of an asset or liability as shown
in the balance sheet and its assigned value in tax terms.
In the future, these will probably either increase or reduce
taxes on income (temporary differences). They were
measured at the specific income-tax rates which apply in
the country where the company in question has its seat
and which can be expected to apply for the period in
which they are realized. Deferred taxes on as yet unused
losses carried forward are shown in the balance sheet if
taxable profits are likely to occur at the same unit. No dis-
counting of tax assets and liabilities is practised. Deferred
tax assets and liabilities are formed and carried such that
— depending on the treatment of the underlying item —
they are recognized either under Taxes on income in the
income statement or under the respective equity item
with no effect on profit or loss.

Income-tax expenses or income are shown under
Taxes on income in the consolidated income statement
and divided in the notes into current and deferred tax
claims and liabilities in the financial year. Other taxes
which are not dependent on earnings appear under Other
result. Current and deferred tax assets and tax liabilities
appear as separate asset or liability items in the balance
sheet.

(25) Subordinated capital

Under Subordinated capital, we carry issues of profit-
sharing certificates as well as securitized and non-securi-
tized subordinated liabilities. After their initial recognition
at cost, they are shown at amortized cost. Premiums and
discounts are recognized under Net interest income over
the entire lifetime.

(26) Trust business

Trust business involving the management or placing of
assets for the account of others is not shown in the bal-
ance sheet. Commissions received from such business
are included under Net commission income in the income

statement.

(27) Treasury shares

Treasury shares held by Commerzbank Aktiengesellschaft
in its portfolio on the balance-sheet date are deducted
directly from Equity. Gains and losses resulting from the
Bank’s own shares are set off against one another, with no
effect on profit or loss.

(28) Staff remuneration plans
For its executives and selected other members of staff, the
Group has approved five "long-term performance plans”
(LTP). These plans (LTP 2001-2005) permit a remuneration
geared to the performance of the share price or a stock
index; in view of their conditions, they may be considered
as "virtual” stock option plans. The programmes entail a
payment commitment if the Commerzbank share out-
performs the Dow Jones Euro Stoxx® Banks index and/or
the absolute performance of the Commerzbank share is
at least 25%. People at Commerzbank Aktiengesellschaft,
various subsidiaries in Germany and at selected ope-
rational units outside Germany are entitled to participate.
In order to participate in the LTPs, those eligible have
to invest in Commerzbank shares. The scale of such an
investment for staff who are not members of the Board of
Managing Directors depends on their function group
(possible investment: between 100 and 1,200 shares).
Payments under these plans will be determined by two

criteria:

For 50% of the shares:
the Commerzbank share outperforms the Dow Jones
Euro Stoxx® Banks index (payment guaranteed by
outperformance of at least 1 percentage point to a
maximum of 10 percentage points).

For 50% of the shares:
an absolute rise in the price of the Commerzbank
share (payment guaranteed by a rise of at least 25% to

a maximum of 52%).

Provided that the two criteria are achieved, eligible
participants will receive a maximum of €100 per share of
their own participation, whereby Commerzbank shares
will be delivered to the participant's custody account for
50% of this gross amount.



Payment and the delivery of shares are dependent
upon Commerzbank Aktiengesellschaft paying a dividend
for the financial year.

The first comparison of the base prices of the first
quarter of 2001 (LTP 2001), the first quarter of 2002 (LTP
2002), the first quarter of 2003 (LTP 2003), the first quarter
of 2004 (LTP 2004), and the first quarter of 2005 (LTP 2005)
with the data for the comparable period will be made after
three years in each case, or as soon as a first hurdle to
exercising is reached or exceeded. Should none of the
exercising criteria have been met after this time has
elapsed, comparison will be made with the base data at
annual intervals. If none of the performance targets have
been achieved after five years, the plans will be ter-
minated. The first and second comparisons for LTP 2001
with the prices for the first quarter of 2004 and 2005,
respectively, and the first comparison for LTP 2002 with
the prices for the first quarter of 2005 revealed that none
of the exercise criteria had been fulfilled.

Within the Jupiter International Group plc (JIG), three
staff remuneration/stock-option plans existed as of
December 31, 2005.

The so-called C shares or Growth Shares Plan gives
those eligible — a group of senior staff — the right to sub-
scribe to shares of Commerz Asset Management (UK) plc,
which are also subject to an obligation to purchase on the
part of Commerzbank Aktiengesellschaft. The value of
these shares is oriented to the typified change in value of
the JIG Group. Those eligible do not receive a guaranteed
payment, as the reference figure may change. Limits have
been established for the payment of minimum amounts
(corresponding to the costs to employees when awards
are granted; i.e. personal income tax and social security
charges) and maximum amounts. Employees have the
right to tender delivery of shares annually, within certain
limits, but they also have the possibility of disposing of
their entire portfolio after four years. In addition, certain
rights also exist in connection with a change-of-control
clause. The reference base for this plan was altered in
2003, with the adjusted profit for 2000 being replaced by
that for 2002. No more new awards have been granted
under this plan since 2003. In the 2005 financial year,
Commerzbank Aktiengesellschaft purchased shares under
this plan to an overall value of £15.1m.

At the same time, an ongoing “options programme”
was launched in 2003 in favour of the employees of JIG,
which entails cash compensation based on the per-
formance of JIG and can be considered to be a virtual

NOTES

stock option plan. Internally, this plan is known as the
“D options plan” and entitles all those to participate who
had joined Jupiter by December 31, 2003, most of whom
were already entitled under the C Shares Plan. Under this
plan, a payment falls due if the adjusted profit in the year
prior to the exercising of the option is higher than the level
of the base year. By way of exception, the 2003 adjusted
profit was established as the reference figure for the
options granted in 2003. A third of the options may be
exercised three years after they are granted and a further
third after four years, while all options must be exercised
five years after they are granted, otherwise they expire.
In addition, certain rights also exist in connection with a
change-of-control clause. In 2005, further adjusted option
rights were assigned to these in the described manner,
as were rights under the parallel E Options Plan, which
differs only in terms of the rights conferred by the change-
of-control clause and extends entitlement to staff who
joined after December 31, 2003. No rights were exercised
under these two plans during the 2005 financial year.

In addition, it is possible at other subsidiaries, includ-
ing in Asset Management, for selected employees to par-
ticipate through private equity models in the performance
of the respective company. Payment in such cases de-
pends on the extent to which fixed performance targets
are attained. These models include direct investment in
shares of the respective company. Frequently, these are
offered at reduced prices and/or in combination with call
or put options. In addition, warrants and share subscrip-
tion rights are issued. Premiums are also granted which
may similarly be used to subscribe to shares. The ob-
servance of blocking periods and agreements for later
repurchase determine whether additional income is
received.

Staff remuneration plans are treated according to the
rules of IFRS 2 “Share-based payment” IFRS 2 distin-
guishes between plans which count as share-based trans-
actions settled in the form of equity instruments and those
which count as share-based transactions settled in cash.
For both forms, however, the granting of share-based pay-
ments has to be recognized at fair value in the annual
financial statements. The awards granted under the
above-described LTPs are recognized in accordance with
IFRS 2 as 50% share-based payments settled in the form
of equity instruments and 50% share-based payments
settled in cash. The other staff remuneration plans that are
described are classified and recognized as cash-settled
payment transactions
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Share-based payments settled in the form

of equity instruments

The fair value of share-based payments settled in the form
of equity instruments has to be recognized as personnel
expenses and reflected accordingly in Equity. The fair
value at the time the awards are granted — with the excep-
tion of the effect of non-market-based exercising con-
ditions — has to be determined and recognized on a
straight-line basis in the form of costs over the time during
which the employee acquires irrevocable claims to the
awards. The amount recognized as expenses is adjusted
only to the extent that the estimates made by accounting
staff regarding the number of equity instruments which
are finally exercised are taken into consideration.

No expenses are recognized for those rights which are
not finally exercised due to the absence of a non-market-
based condition. One exception exists for those rights
which can be exercised only given a certain market con-
dition. These will be considered to have been exercised
regardless of whether the market condition has been ful-
filled, provided that the other conditions have been
fulfilled (services, non-market-based conditions for per-
formance).

Share-based cash-settled payments

The portion of the fair value of share-based payments
settled in cash that relates to services performed up to
the date of measurement is recognized as personnel
expenses, accompanied by its recognition as a provision.
The fair value is calculated afresh for every reporting date
up to and including the date of settlement. Every change
in the fair value of the provision has to be reflected in
profit or loss. On the date of settlement, therefore, the
accumulated value of the fair value of the provision has to
correspond to the amount paid to the relevant employee.

Measurement models

In order to calculate the fair values of the staff remunera-
tion plans that exist within the Commerzbank Group,
we have engaged external actuaries. Either a Monte Carlo
model or a binominal model is used for measurement
purposes.

A Monte Carlo model simulating changes which boost
future share prices is applied to measure the awards
granted under LTPs. The model is based on the assump-
tion that stock yields are normally distributed in statistical
terms around a mean corresponding to a risk-free invest-
mentin an interest-bearing security.

An actuarial binominal model is used for determining
the fair value of the options that exist as a result of staff
remuneration plans at JIG, Caisse Centrale de Réescompte
(CCR) and their subsidiaries. It takes into account the
terms and conditions for granting such awards. The share
price on each reporting date and the exercise price are
calculated on the basis of the specific conditions and
formulae contained in the plans which are linked to the
after-tax profit of the company in question.



Acquisition of the majority interest
in Eurohypo Aktiengesellschaft

Under an agreement on November 16, 2005, Commerz-
bank Inlandsbanken Holding AG, a subsidiary of our
Group, concluded purchase agreements to acquire
66.2% of the shares of Eurohypo at a price of €4.56bn.
The purchase will take place in two stages: 17.1% was
taken over on December 15, 2005, while the remaining
49.1% will probably be acquired at end-March 2006, once
various conditions (in particular antitrust approval) have
been met.

With the Group’s previous interest of 31.8% in
Eurohypo included, we held 48.9% of its equity per
December 31, 2005. On the balance-sheet date, there-
fore, the company still had to be included as an asso-
ciated company in the list of consolidated companies,
applying the equity method. For the newly acquired
interest of 17.1%, a difference in amount of €77m exists
between the purchase cost and the share of equity
we hold; as far as possible, we have spread this amount
over the assets shown in the balance sheet and other
individually identifiable assets (customer base, brand
name), thereby revaluing them, and treated the re-
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maining amount as goodwill. In accordance with IAS 28,
the overall amount has to be assigned to the book
value of the investment and shown in the balance sheet
under Investments and securities portfolio (available-
for-sale).

Changes in the investment's book value (including
goodwill, pro-rata revaluation reserve and cash-flow
hedge reserve) in the 2005 financial year were as follows:

€m
As of 1.1.2005 2,109
Profit contribution of Eurohypo
in 2005 plus changes in the
revaluation reserve and the
measurement of cash flow hedges,
less dividend 67
Share of equity
acquired on 15.12.2005,
including incidental expenses 1,185
As of 31.12.2005 3,361

When the purchase agreement has been finally
implemented, Eurohypo Aktiengesellschaft will be fully
included in the list of consolidated companies, taking
into account the provisions of IFRS 3.
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Notes to the income statement

(29) Net interest income

2005 2004" Change
€m €m in %

Interest income from lending and money-market transactions
and also from available-for-sale securities portfolio 11,924 10,926 9.1
Dividends from securities 109 89 225
Current result on investments and subsidiaries 95 130 -26.9
Current result on investments in associated companies 182 93 95.7
Currentincome from leasing 217 136 59.6
Interest income 12,627 11,374 10.1
Interest paid on subordinated capital 481 505 -4.8
Interest paid on securitized liabilities 3,206 3,159 1.5
Interest paid on other liabilities 5,494 4,595 19.6
Current expenses from leasing 174 102 70.6
Interest expenses 9,355 8,361 11.9
Total 3,172 3,013 5.3

Interest margin:
The average interest margin, based on the average risk-weighted assets in balance-sheet business according to BIS,
was 2.86% (previous year: 2.76%).

(30) Provision for possible loan losses

Provision for possible loan losses appears as follows in the consolidated income statement:

2005 2004 Change

€m €m in %

Allocation to provisions -1,346 -1,282 5.0

Reversals of provisions 829 550 50.7

Direct write-downs -95 -124 -23.4
Income received on written-down claims 46 20

Total -566 -836 -32.3

1) The year-ago figures have been adjusted to the changed rules (see Note 2)



(31) Net commission income

Securities transactions

Asset management

Payment transactions and foreign commercial business
Guarantees

Income from syndicated business

Other net commission income

Total

(32) Net result on hedge accounting

Net result on derivatives used as hedging instruments
Net result on hedged items
Total

NOTES

2005 2004 Change
€m €m in %
901 839 7.4
620 576 7.6
422 426 -0.9
153 142 7.7
110 99 1.1
209 168 24.4

2,415 2,250 7.3

2005 2004 Change

€m €m in %
-1,330 -1,654 -14.4

1,308 1,560 -16.2

-22 6

This item reflects the gains and losses attributable to effective hedges in connection with hedge accounting. The result

deriving from hedging instruments and the related hedged items represents only the measurement effects arising from

fair value hedges.

(33) Trading profit

Trading profit has been split into three components:

Net result on trading in securities, promissory notes,
precious metals and derivative instruments.

Net result on the measurement of derivative financial
instruments which do not form part of the trading
book and do not qualify for hedge accounting.

Net result from applying the fair value option.

Net result on trading

Net result on the measurement of derivative financial instruments

Net result from applying the fair value option
Total

All financial instruments held for dealing purposes are
measured at their fair value. We use market prices to mea-
sure listed products, while internal price models (above all,
net present-value and option-price models) are used in
determining the current value of non-listed trading trans-
actions. Apart from the realized and unrealized gains and
losses attributable to trading activities, the Trading profit
also includes the interest and dividend income related to
such transactions and also their funding costs.

2005 2004 Change
€m €m in %
834 632 32.0

-148 -93 59.1

21 0
707 539 31.2
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(34) Net result on investments and securities portfolio (available for sale)

Under the Net result on investments and securities portfolio, we show the disposal proceeds and the gains and losses

on available-for-sale securities, investments, investments in associated companies and holdings in subsidiaries which

have not been consolidated.

Net result on available-for-sale securities

Net result on disposals and measurement of
investments, investments in associated companies
and holdings in subsidiaries

Total

(35) Other result

The Other result primarily comprises allocations to and
reversals of provisions, as well as interim expenses
and income attributable to hire-purchase agreements.
Expenses and income arising from building and archi-

Major other expenses
Expenses arising from building and architects’ services
Allocations to provisions
Hire-purchase expenses and interim costs
Major other income
Reversals of provisions
Hire-purchase proceeds and interim income
Income from building and architects’ services
Income from disposal of fixed assets
Balance of sundry other expenses/income
Other result

2005
€m
216

431
647

2004" Change
€m in %
193 11.9
146
339 90.9

tects’ fees occur in connection with the construction

management of our sub-group CommerzLeasing und

Immobilien AG. Other taxes are also included in this item.

2005
€m
146

42
69
35
198
108

1) The year-ago figures have been adjusted to the changed rules (see Note 2)

2004 Change
€m in %
170 -14.1
51 -17.6
49 40.8
70 -50.0

284 -30.3

127 -15.0
72 -51.4
57 -17.5
28 -71.4
79

193 -86.5



(36) Operating expenses

NOTES

The Group’s Operating expenses consist of personnel and other expenses, and depreciation on office furniture and

equipment, real property, and on other intangible assets. The expenses break down as follows:

Personnel expenses:

Wages and salaries

Compulsory social-security contributions

Expenses for pensions and other employee benefits
of which:

contributions to BVV and Versorgungskasse des Bankgewerbes

company pension scheme
Total

Other expenses:

Expenses for office space
IT costs

Compulsory contributions, other operating
and company-law expenses

Advertising, PR and promotional costs, consulting
Workplace costs

Sundry expenses

Total

2005
€m
2,108
305
254

48
206
2,667

2005
€m
480
394

248
130
171
137
1,560

2004"
€m

1,954
293
205

48
157
2,452

2004
€m
503
455

244
110
181
146
1,639

Change
in %
7.9

4.1
23.9

0.0
31.2
8.8

Change
in %
-4.6

-13.4

1.6
18.2
-5.6
-6.2
-4.8

The auditors’ fee (excluding turnover tax) of €7.6m, recognized as expenses in Germany in the financial year, breaks

down as follows:

€1,000

Audit of financial statements

Provision of other certificates or assessments
Tax consulting services

Other services

Total

1) The year-ago figures have been adjusted to the changed rules (see Note 2)

2005
4,978
1,338

507
762
7,585
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Depreciation of office furniture and equipment, real property and other intangible assets:

2005

€m

Office furniture and equipment 219
Real property 148
Other intangible assets 68
Total 435

2004
€m
315

52
35
402

Change
in %
-30.5

94.3
8.2

The depreciation on real property includes an unplanned decrease in value of €118m on land and buildings in Asia.

(37) Restructuring expenses

2005 2004 Change
€m €m in %

Expenses for restructuring
measures introduced 37 132 -72.0
Total 37 132 -72.0
In the 2004 financial year, expenses related to the restruc- In the 2005 financial year, we launched two projects

turing of our Corporates & Markets department. One of intended to improve the efficiency of our back-office

the various concrete individual measures was to reduce  procedures in our corporate business and elsewhere.

the non-customer-based business lines - proprietary  Restructuring expenses of €37m were incurred in connec-

trading, brokerage and research —in particular.

(38) Taxes on income

Income-tax expenses break down as follows:

2005

€m

Current taxes on income 264
Deferred taxes 145
Total 409

2004
€m
423
-70
353

tion with staff reductions and the closing-down of outlets.

Change
in %
-37.6

15.9

Deferred taxes on the assets side include tax expenses of €60m (previous year: €73m) from the writing-back of capital-

ized advantages deriving from loss carry-forwards, which were used in the past financial year.



NOTES

The following transitional presentation shows the connection between the Profit from ordinary activities and Taxes on

income in the past financial year:

2005 2004

€m €m

Net pre-tax profit according to IAS/IFRS 1,680 796
Group's income-tax rate (%) 39.9 39.9
Calculated income-tax payments in financial year 670 318
Effects due to differing tax rates affecting income during periods in question =27 -41
Effects of taxes from previous years recognized in past financial year 8 104
Effects of non-deductible operating expenses and tax-exempt income -498 -347
Regular amortization of goodwill - 34
Deferred tax assets not recognized 210 68
Other effects 46 217
Taxes on income 409 353

The Group income-tax rate selected as a basis for the
transitional presentation is made up of the corporate
income-tax rate of 25% applied in Germany, plus the soli-
darity surcharge of 5.56%, and an average rate of 18.4% for
trade earnings tax. With the deductibility of trade earnings

(39) Basic earnings per share

Operating profit (€ m)

Consolidated surplus (€ m)

Average number of ordinary shares issued (units)
Operating profit per share (€)

Earnings per share (€)

The earnings per share, calculated in accordance with

IAS 33, is based on consolidated surplus without the
profit/loss for the year attributable to minority interests.

(40) Cost/income ratio

Cost/income ratio before regular amortization
of goodwill and restructuring expenses

tax taken into consideration, the German income-tax rate
is roughly 39.9%.

Income effects result from discrepancies between the
tax rates valid for foreign units. Tax rates outside Ger-
many ranged between 0% and 46%.

2005 2004" Change
in %
1,717 1,011 69.8

1,165 362
603,956,296 593,373,110 1.8
2.84 1.70 67.1

1.93 0.61

In the past financial year and on December 31, 2005,
no conversion or option rights were outstanding. The
diluted earnings per share, therefore, correspond to the
earnings per share.

2005 2004" Change
in %
67.1 70.9 -5.4

1) The year-ago figures have been adjusted to the changed rules (see Note 2)
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(41) Segment reporting

Segment reporting reflects the results of the operational
business lines included in the Commerzbank Group. Our
internal management information memoranda, which are
prepared monthly in line with IAS rules, serve as a basis.

The organizational structure of the Commerzbank
Group was altered in autumn 2004. Since January 1, 2005,
we have adapted our segment reporting — and also the
year-ago figures —to the new structure.

Survey of the structure of the operating divisions valid in the past financial year:

Retail Banking and

Corporate and Investment Banking

Group Investments

Asset Management and Others
Private and International
. Asset . Corporates & Mortgage Others and
Business Mittelstand Corporate .
Management . Markets Banks Consolidation
Customers Banking

We report on seven segments:

Private and Business Customers includes branch busi-
ness with private individuals, professional people and
business people, private banking, and the activities of
comdirect bank.

Asset Management comprises above all COMINVEST

Asset Management, Jupiter International Group,
Caisse Centrale de Réescompte, Commerzbank Europe

(Ireland) and Commerz Grundbesitzgesellschaft.

Mittelstand presents the results of corporate banking
in Germany, the Central and Eastern European region
as well as CommerzLeasing und Immobilien.
International Corporate Banking covers Western
Europe, America, Asia, Africa and the Financial Institu-
tions department.

Corporates & Markets comprises equity and bond-
trading activities, trading in derivative instruments,
interest-rate and currency management, as well as
mergers and acquisitions and the London Branch. In
addition, this segment is responsible for business
involving multinational companies and major corpo-
rates requiring capital-market products.

Mortgage Banks consists of Eurohypo Aktiengesell-
schaft, which we include at equity, Hypothekenbankin
Essen and Erste Europaische Pfandbrief- und Kommu-
nalkreditbank in Luxemburg.

In the "Others and Consolidation” segment, the
expenses and income appear for which the opera-
tional banking departments are not responsible.
These also include those expenses and income items
that are necessary in order to reconcile the control
variables of internal accounting, shown in the seg-
ment reporting of the operational departments, with
the corresponding external accounting data. This seg-
ment also covers equity holdings which are not
assigned to other segments.

While foreign treasury activities have been assigned
to the respective locations outside Germany, the revenue
from German treasury activities (domestic liquidity man-
agement and equity structure management) is divided
between the relevant segments.

The result generated by each segment is measured in
terms of the operating profit and the pre-tax profit, as well
as the figures for the return on equity and the cost/income
ratio. Through the presentation of pre-tax profits, minor-
ity interests are included in both the result and the
average equity tied up. All the revenue for which a seg-
ment is responsible is thus reflected in the pre-tax profit.

The return on equity is calculated from the ratio
between the operating profit (operating or pre-tax) and
the average amount of equity that is tied up. It shows the
return on the equity that is invested in a given business
line. The cost/income ratio in operating business reflects
the cost efficiency of the various segments. It represents
the quotient formed by operating expenses and income
before provisioning.



Income and expenses are shown such that they reflect
the originating unit and appear at market prices, with the
market interest rate applied in the case of interest-rate
instruments. Net interest income reflects the actual fund-
ing costs of the equity holdings which, since 2005, have
been assigned to the respective segments according to
their specific business orientation. The investment yield
achieved by the Group on its equity is assigned to the
netinterestincome of the various units such that it reflects
the average amount of equity that is tied up. The interest
rate corresponds to that of a risk-free investment in the
long-term capital market. The average amount of equity
tied up is worked out using the BIS system, based on
the established average amount of risk-weighted assets
and the capital charges for market risk positions (risk-
weighted asset equivalents). The capital backing for risk-
weighted assets which we assume for segment reporting
purposes is 7%.

NOTES

Direct and indirect expenditure represent the ope-
rating expenses which are shown in the operating profit.
They consist of personnel costs, other expenses and
depreciation of fixed assets and other intangible assets,
excluding goodwill. The amortization of goodwill, ex-
penses arising from special factors and restructuring
expenses appear below the operating profit in the pre-tax
profit. Operating expenses are assigned to the individual
segments on the basis of the causation principle. The indi-
rect expenses arising in connection with internal services
are charged to the beneficiary or credited to the segment
performing the service.
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NOTES

Breakdown, by segment

2005 financial year

€m
Net interest income

Provision for
possible loan losses

Net interest income
after provisioning

Net commission income

Net result on
hedge accounting

Trading profit

Net result on
investments and
securities portfolio

Other result
Revenue

Operating expenses
Operating profit
Regular amortization
of goodwill

Restructuring
expenses

Pre-tax profit

Average equity tied up
Operating return

on equity (%)
Cost/income ratio in
operating business (%)
Return on equity

of pre-tax profit (%)

Staff (average no.)

Retail Banking and
Asset Management

Private Asset
and Manage-
Business ment
Customers
1,124 -10
-205 -
919 -10
1,065 575
3 9
- 16
14 -4
2,001 586
1,719 466
282 120
282 120
1,891 537
14.9 22.3
77.9 79.5
14.9 22.3
10,461 1,705

Corporate and

Investment Banking

Mittel- Inter-
stand national
Corporate
Banking
1,193 294
-394 69
799 363
568 153
- 5
75 15
-4 21
-1 2
1,437 559
1,029 260
408 299
22 11
386 288
3,028 1,388
13.5 215
56.2 53.1
12.7 20.7
8,680 1,313

Corpo-
rates &
Markets

187

-3

184

69

758

-12

1,005
793
212

Group Investments

and Others
Mortgage  Others
Banks and
Consoli-
dation
528 -144
_33 -
495 -144
-12 -3
-24 -2
-130 -23
73 553
-4 12
398 393
48 347
350 46
350 46
1,007 566
34.8
1.1
34.8
206 8,265

Total

3,172

-566

2,606
2,415

707

647
26
6,379
4,662
1,717

37
1,680

10,235

16.8

67.1

16.4

31,5642
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Breakdown, by segment

2004 financial year Retail Banking and Corporate and Group Investments Total

Asset Management Investment Banking and Others

Private Asset Mittel- Inter- Corpo- Mortgage Others
and Manage- stand national rates & Banks and

Business ment Corporate Markets Consoli-
€m Customers Banking dation
Net interest income 1,137 -7 1,152 301 190 233 7 3,013
Provision for
possible loan losses -213 - -555 12 -29 -51 - -836
Net interest income
after provisioning 924 -7 597 313 161 182 7 2,177
Net commission income 1,010 529 403 155 152 -12 13 2,250
Net result on
hedge accounting - 1 - - - 4 1 6
Trading profit 3 8 43 32 567 -110 -4 539

Net result on
investments and

securities portfolio 3 13 1 28 -2 126 170 339
Other result 40 25 85 14 -1 -6 46 193
Revenue 1,980 569 1,129 542 867 184 233 5,604
Operating expenses 1,657 392 998 231 942 45 228 4,493
Operating profit 323 177 131 31 -75 139 5 1,011
Regular amortization

of goodwill - 59 10 - - 8 6 83
Restructuring

expenses - - - - 132 - - 132
Pre-tax profit 323 118 121 311 -207 131 -1 796
Average equity tied up 1,894 558 2,663 1,337 2,022 1,003 781 10,258
Operating return

on equity (%) 171 31.7 49 233 -3.7 13.9 . 9.9
Cost/income ratio in

operating business (%) 75.6 68.9 59.3 43.6 105.1 19.1 - 70.9
Return on equity

of pre-tax profit (%) 171 211 4.5 23.3 -10.2 13.1 . 7.8

Staff (average no.) 10,207 1,671 8,095 1,328 1,294 192 8,613 31,400
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Quarterly results, by segment

1st quarter 2005 Retail Banking and Corporate and Group Investments Total

Asset Management Investment Banking and Others

Private Asset Mittel- Inter- Corpo- Mortgage Others
and Manage- stand national rates & Banks and

Business ment Corporate Markets Consoli-
€m Customers Banking dation
Net interest income 274 4 280 64 49 96 -46 721
Provision for
possible loan losses -46 - -118 -19 -7 -8 - -198
Net interest income
after provisioning 228 4 162 45 42 88 -46 523
Net commission
income 264 127 124 38 27 -2 - 578
Net result on
hedge accounting - - - -2 - -8 -2 -12
Trading profit 1 2 15 6 258 -35 15 262

Net result on
investments and

securities portfolio - 1 1 6 -1 36 251 294
Other result -3 -2 4 - -2 - 6 3
Revenue 490 132 306 93 324 79 224 1,648
Operating expenses 421 95 238 62 225 10 56 1,107
Operating profit 69 37 68 31 99 69 168 541
Regular amortization

of goodwill - - - - - - - -

Restructuring
expenses - - - - - - - -

Pre-tax profit 69 37 68 31 99 69 168 541
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Quarterly results, by segment

2nd quarter 2005 Retail Banking and Corporate and Group Investments Total

Asset Management Investment Banking and Others

Private Asset Mittel- Inter- Corpo- Mortgage Others
and Manage- stand national rates & Banks and

Business ment Corporate Markets Consoli-
€m Customers Banking dation
Net interest income 269 -1 307 67 52 138 15 847
Provision for
possible loan losses -46 - -115 -8 -1 -7 - =177
Net interest income
after provisioning 223 -1 192 59 51 131 15 670
Net commission
income 272 133 134 40 15 -2 1 593
Net result on
hedge accounting - - - 2 - -6 -1 -5
Trading profit - 3 17 -2 77 -36 -48 11

Net result on
investments and

securities portfolio - 3 2 6 -4 13 64 84
Other result 4 -4 2 2 4 - 18 26
Revenue 499 134 347 107 143 100 49 1,379
Operating expenses 415 117 244 62 198 10 42 1,088
Operating profit 84 17 103 45 -55 90 7 291
Regular amortization

of goodwill - - - - - - - -

Restructuring
expenses - - - - - - - -

Pre-tax profit 84 17 103 45 -55 20 7 291
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Quarterly results, by segment

3rd quarter 2005 Retail Banking and Corporate and Group Investments Total

Asset Management Investment Banking and Others

Private Asset Mittel- Inter- Corpo- Mortgage Others
and Manage- stand national rates & Banks and

Business ment Corporate Markets Consoli-
€m Customers Banking dation
Net interest income 287 -7 300 75 43 139 -66 771
Provision for
possible loan losses -46 - -104 9 2 -12 - -151
Net interest income
after provisioning 241 -7 196 84 45 127 -66 620
Net commission
income 267 145 143 35 11 -3 1 599
Net result on
hedge accounting - 1 - - - -6 - -5
Trading profit 1 1 20 6 206 -21 4 217

Net result on
investments and

securities portfolio 1 4 1 18 -2 12 45 79
Other result 3 5 4 - 5 -1 -10 6
Revenue 513 149 364 143 265 108 -26 1,516
Operating expenses 433 103 261 63 183 10 44 1,097
Operating profit 80 46 103 80 82 98 -70 419
Regular amortization

of goodwill - - - - - - - -

Restructuring
expenses - - - - - - - -

Pre-tax profit 80 46 103 80 82 98 -70 419



Quarterly results, by segment

4th quarter 2005

€m
Net interest income

Provision for
possible loan losses

Net interest income
after provisioning

Net commission
income

Net result on
hedge accounting

Trading profit

Net result on
investments and
securities portfolio

Other result
Revenue

Operating expenses
Operating profit
Regular amortization
of goodwill

Restructuring
expenses

Pre-tax profit

Retail Banking and
Asset Management

Private Asset
and Manage-
Business ment
Customers

294 -6

-67 —

227 -6

262 170

- -1

1 3

-1 8

10 -3

499 171

450 151

49 20

49 20

Corporate and

Investment Banking

Mittel- Inter-
stand national
Corporate
Banking
306 88
-57 87
249 175
167 40
- 5
23 5
-8 -9
-11 -
420 216
286 73
134 143
22 11
112 132

Corpo-
rates &
Markets

43

46

273
187
86

82

Group Investments

and Others

Mortgage  Others
Banks and
Consoli-
dation
155 -47
-6 -
149 -47
-5 -5
-4

-38 6
12 193
-3 -2
111 146
18 205
93 -59
93 -59

NOTES F-121

Total

833

793

645

217

190

1,836
1,370
466

37
429
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Results, by geographical market

Assignment to the respective segments on the basis of the seat of the branch or consolidated company produces the
following breakdown:

2005 financial year Europe America Asia Other Total
including countries

€m Germany

Net interest income 2,942 175 46 9 3,172
Provision for possible loan losses -646 46 36 -2 -566
Net interest income after provisioning 2,296 221 82 7 2,606
Net commission income 2,339 52 21 3 2,415
Hedging result -27 5 - - -22
Trading profit 697 4 3 3 707

Net result on investments
and securities portfolio

(available for sale) 651 -4 - - 647
Other result 15 8 3 - 26
Revenue 5,971 286 109 13 6,379
Operating expenses 4,360 122 55 125 4,662
Operating profit 1,611 164 54 -112 1,717
Risk-weighted assets according to BIS*’ 129,828 12,016 3,623 711 146,078

*) excluding market risk

In the previous year, we achieved the following results in the geographical markets:

2004 financial year" Europe America Asia Other Total
including countries

€m Germany

Net interest income 2,770 199 35 9 3,013
Provision for possible loan losses -843 =11 18 - -836
Net interest income after provisioning 1,927 188 53 9 2,177
Net commission income 2,093 108 46 3 2,250
Hedging result 6 - - - 6
Trading profit 498 23 11 7 539

Net result on investments
and securities portfolio

(available for sale) 331 4 4 - 339
Other result 177 1 15 - 193
Revenue 5,032 324 129 19 5,504
Operating expenses 4,248 167 72 6 4,493
Operating profit 784 157 57 13 1,011
Risk-weighted assets according to BIS*’ 122,161 9,640 2,387 719 134,907

*) excluding market risk

1) The year-ago figures have been adjusted to the changed rules (see Note 2)
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Notes to the balance sheet

(42) Cash reserve

We include the following items in the cash reserve:

31.12.2005 31.12.2004 Change
€m €m in %
Cash on hand 597 597 0.0
Balances with central banks 4,868 3,037 60.3
Debt issued by public-sector borrowers, and bills of exchange
rediscountable at central banks 3,163 1,254
Treasury bills and discountable treasury notes,
as well as similar debt issues by public-sector borrowers 2,761 945
Bills of exchange 402 309 30.1
Total 8,628 4,888 76.5

The balances with central banks include claims on the Bundesbank totalling €4,120m (previous year: €2,145m).
The minimum reserve requirement to be met at end-December 2005 amounted to €1,899m (previous year: €1,646m).

(43) Claims on banks

total due on demand other claims
31.12.2005 31.12.2004" Change 31.12.2005 31.12.2004" 31.12.2005 31.12.2004"
€m €m in % €m €m €m €m
German banks 39,123 40,976 -4.5 5,211 4,289 33,912 36,687
Foreign banks 47,080 45,743 2.9 11,602 16,588 35,478 29,155
Total 86,203 86,719 -0.6 16,813 20,877 69,390 65,842

The claims on banks include €11,432m of public-sector loans (previous year: €11,548m) extended by the mortgage
banks.

(44) Claims on customers

The claims on customers break down as follows:

31.12.2005 31.12.2004" Change

€m €m in %

Claims on domestic customers 112,607 109,613 2.7
Claims on foreign customers 41,067 40,664 1.0
Total 153,674 150,277 23

The claims on customers include €26,985m (previous year: €27,283m) of loans secured by mortgages or other security
interests in real property (loans of up to 60% of the collateral value) as well as €33,479m (previous year: €31,388m) of

communal loans.

1) The year-ago figures have been adjusted to the changed rules (see Note 2)
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NOTES

(45) Claims on and liabilities to subsidiaries and equity investments

The claims on and liabilities to unconsolidated subsidiaries, associated companies and companies in which an equity
investment exists are as follows:

31.12.2005 31.12.2004 Change
€m €m in %
Claims on banks 8,848 4,916 80.0
Subsidiaries - -
Associated companies and companies
in which an equity investment exists 8,848 4,916 80.0
Claims on customers 154 253 -39.1
Subsidiaries 97 218 -55.5
Associated companies and companies
in which an equity investment exists 57 35 62.9
Bonds, notes and other fixed-income securities 1,500 1,687 -11.1
Subsidiaries - -
Associated companies and companies
in which an equity investment exists 1,500 1,687 -11.1
Shares and other variable-yield securities 222 318 -30.2
Associated companies and companies
in which an equity investment exists 222 318 -30.2
Total 10,724 7,174 49.5
Liabilities to banks 1,042 321
Subsidiaries - -
Associated companies and companies
in which an equity investment exists 1,042 321
Liabilities to customers 66 731 -91.0
Subsidiaries 39 727 -94.6
Associated companies and companies
in which an equity investment exists 27 4
Total 1,108 1,052 5.3
(46) Total lending
31.12.2005 31.12.2004" Change
€m €m in %
Loans to banks 18,940 20,704 -8.5
Claims on customers 145,297 139,533 4.1
Bills discounted 403 311 29.6
Total 164,640 160,548 25

We distinguish loans from claims on banks and customers such that only those claims are shown as loans for which spe-
cial loan agreements have been concluded with the borrowers. Therefore, interbank money-market transactions and
repo transactions, for example, are not shown as loans.

1) The year-ago figures have been adjusted to the changed rules (see Note 2)



NOTES

(47) Provision for possible loan losses

Provision for possible loan losses is made in accordance with rules that apply Group-wide and covers all discernible
creditworthiness risks. On the basis of past experience, we have formed portfolio valuation allowances for the latent

credit risk.
Specific valuation Portfolio valuation Total
allowances®' allowances
2005 2004 2005 2004 2005 2004 Change
€m €m €m €m €m €m in %
As of 1.1. 5,352 5,506 326 348 5,678 5,854 -3.0
Allocations 1,263 1,265 83 17 1,346 1,282 5.0
Deductions 1,529 1,405 45 46 1,674 1,451 8.5
of which: utilized 745 900 - 1 745 901 -17.3
of which: reversals 784 505 45 45 829 550 50.7
Changesin
consolidated companies 3 - 1 - 4 -
Exchange-rate changes/
transfers 30 -14 2 7 32 -7
Provision for possible
loan losses as of 31.12. 5,119 5,352 367 326 5,486 5,678 -3.4

*) including provisions

With direct write-downs and income received on written-down claims taken into account, the allocations and reversals
reflected in the income statement gave rise to provision of €5666m (previous year: €836m) for lending risks.

Provision for possible risks was formed for:

31.12.2005 31.12.2004 Change

€m €m in %

Claims on banks 20 13 53.8
Claims on customers 5,161 5,292 -2.5
Provision to cover balance-sheet items 5,181 5,305 -2.3
Guarantees, endorsement liabilities, credit commitments 305 373 -18.2

Total 5,486 5,678 -3.4
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NOTES

The provision for credit risk by customer group breaks down as follows:

Specific valuation Loan losses”
allowances and in 2005

provisions for

€m lending business
German customers 4,646
Companies and self-employed 3,823
Manufacturing 723
Construction 247
Distributive trades 392
Services, incl. professions, and others 2,461
Other retail customers 823
Foreign customers 473
Banks 16
Corporate and retail customers 457
Total 5,119

1) Direct write-downs, utilized specific valuation allowances and provisions in lending business
2) Allocation less reversals

Data on provision for credit risk:

in %
Allocation ratio™
Write-off ratio?

Cover ratio®

754
675
114
55
86
420
79
86
2
84
840

Net allocation? to

valuation allowances

and provisions in

lending business

2005
0.34
0.48
3.33

506
406
59

2004
0.52
0.63
3.564

1) Net provisioning (new provisions less reversals of valuation allowances and provision for commercial loans, plus the balance of direct

write-downs and income received on previously written-down claims) as a percentage of total lending

2) Defaults (utilized valuation allowances and provision for commercial loans, plus the balance of direct write-downs and income received

on previously written-down claims) as a percentage of total lending

3) Existing provisions (level of valuation allowances and provisions for credit risk in commercial lending) as a percentage of total lending

Total lending = Total lending in commercial business (Note 46)



NOTES

(48) Positive fair values attributable to derivative hedging instruments

Derivative instruments used for hedging purposes and for
hedge accounting and also showing a positive fair value
appear under this item in the balance sheet.

Positive fair values from related effective fair value hedges
Positive fair values from related effective cash flow hedges
Total

(49) Assets held for dealing purposes

The Group's trading activities include trading in bonds,
notes and other fixed-income securities, shares and other
variable-yield securities, promissory notes, foreign ex-
change and precious metals as well as derivative financial
instruments. All the items in the trading portfolio are
shown at their fair value.

Bonds, notes and other fixed-income securities
Money-market instruments
issued by public-sector borrowers
issued by other borrowers
Bonds and notes
issued by public-sector borrowers
issued by other borrowers
Shares and other variable-yield securities
Promissory notes held in the trading portfolio

Positive fair values attributable to derivative financial instruments

Currency-based transactions
Interest-based transactions
Other transactions

Total

These instruments are measured at their fair value.
For the most part, interest-rate and interest-rate/currency
swaps are used.

31.12.2005 31.12.2004 Change
€m €m in %

3,011 2,111 42.6
1,723 1,809 -4.8
4,734 3,920 20.8

The positive fair values also include financial instru-
ments which cannot be used as hedging instruments in
hedge accounting.

31.12.2005 31.12.2004 Change
€m €m in %
22,080 20,137 9.6
1,332 903 47.5
341 504 -32.3

991 399
20,748 19,234 7.9
6,498 6,338 2.5
14,250 12,896 10.5
8,417 10,338 -18.6
1,287 798 61.3
68,537 70,808 -3.2
4,136 8,824 -53.1
58,370 58,307 0.1
6,031 3,677 64.0
100,321 102,081 -1.7

€26,685m (previous year: €26,314m) of the bonds, notes and other fixed-income securities and also shares and other

variable-yield securities were listed securities.
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(50) Investments and securities portfolio (available for sale)

The Investments and securities portfolio represents for trading purposes, investments, holdings in associated
financial instruments not assigned to any other category. companies measured at equity and holdings in sub-
It includes all bonds, notes and other fixed-income secu-  sidiaries not included in the consolidation.

rities, shares and other variable-yield securities not held

31.12.2005 31.12.2004" Change
€m €m in %
Bonds, notes and other fixed-income securities 77,539 64,320 20.6
Money-market instruments 1,926 821
issued by public-sector borrowers 13 54 -75.9
issued by other borrowers 1,913 767
Bonds and notes 75,613 63,499 19.1
issued by public-sector borrowers 36,302 30,075 20.7
issued by other borrowers 39,311 33,424 17.6
Shares and other variable-yield securities 2,402 2,138 12.3
Investments 2,637 3,217 -21.1
of which: in banks 1,181 1,667 -29.2
Investments in associated companies 3,643 2,379 53.1
of which: in banks 3,580 2,322 54.2
Holdings in subsidiaries 120 139 -13.7
of which: in banks - -
Total 86,241 72,193 19.5
of which: measured at amortized cost 709 594 19.4
Fair values of listed financial investments:

31.12.2005 31.12.2004
€m Fair value Fair value
Bonds, notes and other fixed-income securities 68,544 56,484
Shares and other variable-yield securities 1,057 830
Investments 1,946 2,751
Total 71,547 60,065

1) The year-ago figures have been adjusted to the changed rules (see Note 2)



Investments in large incorporated companies held by the

Name

Carmeile AG

ConCardis GmbH

EURO Kartensysteme GmbH

Ferrari S.p.A.

GZS Gesellschaft fir Zahlungssysteme mbH
Korea Exchange Bank

Linde Aktiengesellschaft

*) indirectly held

(51) Intangible assets

Goodwill
Other intangible assets
Total

We amortized goodwill on a regular basis for the last time
as of December 31, 2004. Since January 1, 2005, we only
make a write-down when the result of the annual impair-
ment test is lower than the book value.

(52) Fixed assets

Land and buildings

Office furniture and equipment
Leased equipment

Total

NOTES

Commerzbank Group, pursuant to Art. 313, (2), no. 4, HGB:

Seat Percentage share
of capital held

31.12.2005

Wiilfrath 10.0%
Frankfurt am Main 6.0
Frankfurt am Main 6.0
Maranello, Modena 8.5
Frankfurt am Main 6.1
Seoul 14.6

Wiesbaden 10.0*

31.12.2005 31.12.2004 Change

€m €m in %

758 697 8.8

215 104
973 801 21.5

Further goodwill arising from companies shown at
equity is contained in investments in associated compa-
nies (€114m).

Of the other intangible assets, capitalized software
accounted for €208m (previous year: €82m).

31.12.2005 31.12.2004 Change
€m €m in %
663 762 -13.0
628 859 -26.9
234 145 61.4

1,525 1,766 -13.6
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(53) Changes in book value of fixed assets and investments

The following changes were registered for intangible and fixed assets, and also for investments, investments in asso-

ciated companies and subsidiaries in the past financial year:

€m
Book value as of 1.1.2005

Cost of acquisition/production
as of 1.1.2005

Additions in 2005
Disposals in 2005

Transfers/changesin
consolidated companies

Cost of acquisition/production
as of 31.12.2005

Write-ups in 2005

Cumulative write-downs as of 31.12.2004
Changes in exchange rates
Additions in 2005
Disposals in 2005

Transfers/changes in
consolidated companies

Cumulative write-downs as of 31.12.2005
Book value as of 31.12.2005

€m
Book value as of 1.1.2005

Cost of acquisition/production
as of 1.1.2005

Additions in 2005
Disposals in 2005

Transfers/changes in
consolidated companies

Cumulative changes arising from
measurement at fair value or at equity

Cost of acquisition/production/fair value
as 0f 31.12.2005

Write-ups in 2005

Cumulative write-downs as of 31.12.2004
Additions in 2005
Disposals in 2005

Transfers/changes in
consolidated companies

Cumulative write-downs as of 31.12.2005
Book value as of 31.12.2005

Intangible assets

Goodwill Other Land
intangible and

assets buildings

697 104 762

1,618 239 990

63 68 69

- 9 94

8 370 29

1,689 668 994

921 135 228

2 1 3

- 68 148

- 4 49

8 253 1

931 453 331

758 215 663
Fixed assets Investments Investments
Leased in associated

equipment companies

145 3,217 2,379

200 4,122 2,995

61 142 1,191

20 1,446 11

90 198 -

- 220 80

331 3,236 4,255

55 905 616

44 59 -

8 307 4

6 42 _

97 699 612

234 2,537 3,

Fixed assets

643

Office
furniture and
equipment

859

3,635
131
346

-376

2,944
2,676
8

219
333

-254
2,316
628

Holdings in
subsidiaries

139

190
23
36

22

199

51
28

79
120



(54) Tax assets

Current tax assets

Germany

Abroad
Deferred tax claims

Deferred taxes carried as assets
Total

Deferred taxes represent the potential income-tax relief
arising from temporary differences between the values
assigned to assets and liabilities in the consolidated
balance sheet in accordance with IAS/IFRS and their
values for tax-accounting purposes in accordance with
the local tax regulations for consolidated companies.

NOTES

31.12.2005 31.12.2004 Change
€m €m in %

400 606 -34.0

350 544 -35.7

50 62 -19.4

5,138 5,205 -1.3
5,138 5,205 -1.3
5,538 5,811 -4.7

Altogether, the deferred tax claims and liabilities
directly set off against equity as of December 31, 2005,
amounted to €457m.

No deferred taxes have been recognized for loss carry-
forwards of €3,797m (previous year: €3,428m), as it is
uncertain at present whether they will be realized.

Forthe most part, there are no time limits on the use of
the existing tax loss carry-forwards.

Deferred taxes carried as assets were formed in connection with the following balance-sheet items:

Fair values of derivative hedging instruments

Assets held for dealing purposes and liabilities from dealing activities

Claims on banks and customers
Provisions

Securitized liabilities

Liabilities to banks and customers
Sundry balance-sheet items

Tax loss carry-forwards

Total

(55) Other assets

Other assets mainly comprise the following items:

Collection items

Precious metals

Non-current assets held for sale in accordance with IFRS 5
Sundry assets, including deferred items

Total

31.12.2005 31.12.2004 Change
€m €m in %
2,325 2,092 11.1
1,654 2,189 -24.4
221 306 -27.8
197 101 95.0
1 31 -96.8
133 16
269 196 37.2
338 274 23.4
5,138 5,205 -1.3
31.12.2005 31.12.2004 Change
€m €m in %
182 211 -13.7
982 350
228 -
813 1,165 -30.2
2,205 1,726 27.8
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(56) Liabilities to banks

German banks
Foreign banks
Total

of which:

German banks
Foreign banks
Total

(57) Liabilities to customers

total
31.12.2005
€m
58,517
71,383
129,900

due on demand

31.12.2005
€m

5,358
9,833
15,191

31.12.2004
€m

7,449
10,359
17,808

31.12.2004 Change
€m in %
57,987 0.9
57,443 24.3
115,430 125

other liabilities

31.12.2005 31.12.2004
€m €m
53,159 50,538
61,550 47,084
114,709 97,622

Liabilities to customers consist of savings deposits, demand deposits and time deposits, including savings certificates.

German customers
Corporate customers
Retail customers and others
Public sector

Foreign customers
Corporate and retail customers
Public sector

Total

total
31.12.2005
€m
73,258
42,735
27,834
2,689
29,588
28,057
1,531
102,846

31.12.2004 Change
€m in %
72,514 1.0
39,656 7.8
31,071 -10.4
1,787 50.5
32,550 -9.1
31,894 -12.0

656
105,064 -2.1



€m

German customers
Corporate customers
Retail customers and others
Public sector

Foreign customers

Corporate and
retail customers

Public sector
Total

Savings deposits

31.12.2005
11,238

62

11,141

35

1,194

1,193
1
12,432

Savings deposits break down as follows:

31.12.2004
15,604

71

15,498

35

1,288

1,287
1
16,892

NOTES F-133

Other liabilities

due on demand with agreed lifetime or

Savings deposits with agreed period of notice of three months

Savings deposits with agreed period of notice

of more than three months
Total

(58) Securitized liabilities

period of notice

31.12.2005 31.12.2004 31.12.2005 31.12.2004
30,217 26,495 31,803 30,415
19,145 16,338 23,528 23,247
10,620 9,759 6,073 5,814

452 398 2,202 1,354
10,972 9,987 17,422 21,275
10,585 9,854 16,279 20,753

387 133 1,143 522
41,189 36,482 49,225 51,690

31.12.2005 31.12.2004 Change
€m €m in %

11,549 15,797 -26.9

883 1,095 -19.4

12,432 16,892 -26.4

Securitized liabilities consist of bonds and notes, including mortgage and public-sector Pfandbriefe, money-market

instruments (e.g. certificates of deposit, Euro-notes, commercial paper), index certificates, own acceptances and

promissory notes outstanding.

Bonds and notes issued

Money-market instruments issued

Own acceptances and promissory notes outstanding

Total

total of which: issued by
mortgage banks

31.12.2005 31.12.2004 31.12.2005 31.12.2004
€m €m €m €m
85,235 76,478 65,162 55,650
11,608 10,677 3,685 3,046
77 95 - -
96,920 87,250 68,847 58,696

The nominal interest paid on money-market paper ranges
from 2.00% to 26.07% (previous year: 1.167% to 25.0%);
for bonds and notes, from 0.0619% to 17.00% (previous
year: 0.049% to 17.67%). The original maturity periods for

money-market paper are up to one year. €55bn (previous

year: €62bn) of the bonds and notes have an original life-

time of more than four years.
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The following table presents the most important bonds and notes issued in 2005:

Equivalent
in€m
2,000
2,000
1,500
1,500
1,466
1,250
1,000
1,000
1,000
1,000
1,000
1,000
848
848
600
500
500
461
461
458
424

Currency

EUR
EUR
EUR
EUR
EUR
EUR
EUR
EUR
EUR
EUR
EUR
EUR
uUsD
uUsD
EUR
EUR
EUR
EUR
EUR
EUR
UsD

Issuer

Hypothekenbank in Essen AG
Hypothekenbank in Essen AG
Hypothekenbank in Essen AG
Hypothekenbank in Essen AG
Kaiserplatz Funding Limited

Hypothekenbank in Essen AG
Hypothekenbank in Essen AG
Hypothekenbank in Essen AG
Hypothekenbank in Essen AG
Hypothekenbank in Essen AG
Hypothekenbank in Essen AG
Hypothekenbank in Essen AG
Hypothekenbank in Essen AG
Hypothekenbank in Essen AG
Hypothekenbank in Essen AG
Hypothekenbank in Essen AG
Hypothekenbank in Essen AG

Commerzbank AG (reverse convertible bonds)

Commerzbank AG (reverse convertible bonds)

Hypothekenbank in Essen AG

Interest rate
%
2.750
2.000
2.750
3.000
2.500
2.500
2.450
1.850
2.750
2.362
2.589
2.875
4.250
4.750
2.129
2.220
2.219
12.000
12.000
2.505

Erste Europaische Pfandbrief- und Kommunalkreditbank AG 4.000

(59) Negative fair values attributable to derivative hedging instruments

Derivative instruments not serving trading purposes but

used for effective hedging and showing a negative fair

value appear under this item in the balance sheet.

Negative fair values from related effective fair value hedges

Negative fair values from related effective cash flow hedges

Total

Maturity
date
2009
2006
2008
2010
2006
2010
2008
2009
2011
2007
2007
2010
2008
2010
2006
2006
2007
2006
2006
2006
2009

These financial instruments are measured at their fair

value.

For the most part, interest-rate and interest-rate/currency

swaps are used as hedging instruments.

31.12.2005
€m

5,447
4,392
9,839

31.12.2004
€m

4,049
4,604
8,653

Change
in %
34.5
-4.6
13.7



(60) Liabilities from dealing activities

NOTES

Liabilities from dealing activities shows the negative fair values of derivative financial instruments not employed as

hedging instruments in connection with hedge accounting. Delivery commitments arising from short sales of securities

are also included under Liabilities from dealing activities.

Currency-based transactions
Interest-based transactions

Delivery commitments arising from short sales of securities

Sundry transactions
Total

(61) Provisions

Provisions break down as follows:

Provisions for pensions and similar commitments
Other provisions
Total

The changes in provisions for pensions were as follows:

as of Pension

1.1.2005 payments
€m
Pension expectancies of
active and former employees
and also pensioners 1,472 83
Early retirement 19 10
Part-time scheme for older staff 4 22
Total 1,495 115

For the most part, provisions for pensions and similar
commitments represent provisions for obligations to pay
company retirement pensions on the basis of direct
pledges of benefits. The type and scale of the retirement
pensions for employees entitled to benefits are deter-
mined by the terms of the pension arrangement that

31.12.2005 31.12.2004 Change

€m €m in %

4,070 9,204 -55.8

60,767 60,886 -0.2

3,299 5,600 -41.1

6,863 4,316 59.0

74,999 80,006 -6.3

31.12.2005 31.12.2004" Change

€m €m in %

1,587 1,495 6.2

1,934 1,907 1.4

3,521 3,402 35
Additions Changein Transfers/ as of

plan assets changesin 31.12.2005
consolidated
companies

172 7 5 1,559
5 - 15
10 -14 7 13
187 -7 13 1,587

finds application (including pension guidelines, pension
scheme, contribution-based pension plan, individual pen-
sion commitments), which mainly depends upon when
the employee joined the Bank. On this basis, pensions are
paid to employees reaching retirement age, or earlier in
the case of invalidity or death (see also Note 22).

1) The year-ago figures have been adjusted to the changed rules (see Note 2)
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The changes in the assets held in trust at Commerzbank Pension Trust e.V., which count as plan assets pursuant to

IAS 19, were as follows:

Fair value as of January 1
Allocation/withdrawal
Income from plan assets
Benefits paid

Fair value as of December 31

The pension obligations are worked out annually by an
independent actuary, applying the projected unit credit
method.

The projected unit credit for pension commitments as of
December 31, 2005, was €2,078m (previous year: €1,797m).

Changes in pension obligations:

Provisions for pensions, including plan assets, as of January 1

Service cost
Interest cost

Cost of early retirement and part-time scheme for older staff

Amortization of actuarial assets
Pension benefits

Other changes

Actuarial loss

Pension obligations as of December 31

2005 2004
€m €m
147 139

-9 3
2 5
140 147

The difference between this figure and the pension provi-
sions is the result of changes in the actuarial parameters
and the bases of calculation amounting to €351m (pre-
vious year: €155m) and of changes in the fair value of the
plan assets of €140m (previous year: €147m).

2005 2004
€m €m
1,642 1,571
32 29

81 71
29 16
45 33
-115 -110
13 32
351 155
2,078 1,797

We have recognized pension costs of altogether €206m (previous year: €157m) in the income statement, €187m of which

relates to the allocation to provisions for pensions (previous year: €149m).



Changes in Other provisions:

As of Utilized
1.1.2005"

€m

Personnel area 578 399
Restructuring measures 169 106
Lending risks 373 16
Bonuses for special savings schemes 95 39
Legal proceedings and recourse claims 114 11
Sundry items 578 161
Total 1,907 732

Reversals

32

200
36
32

301

Allocation/changes

in consolidated

companies

645

37

148

24

58

148
1,060

NOTES F-137

as of
31.12.2005

792
99
305
80
125
533
1,934

The provisionsin the personnel area basically relate to provisions for various types of bonuses, to be paid to employees

of the Group in the first half of 2006. In principle, all the other provisions fall due on a short-term basis.

(62) Tax liabilities

Current income-tax liabilities
Income-tax liabilities to tax authorities
Provisions for income taxes
Deferred income-tax liabilities
Deferred taxes carried as liabilities
Total

31.12.2005

31.12
€m
229
4
225
3,477
3,477
3,706

.2004
€m
432

7
425

3,461

3,461

3,893

Change
in %
-47.0
-42.9
-47.1
0.5

0.5

-4.8

Provisions for taxes on income are possible tax liabilities
for which no final formal assessment note has been
received. The liabilities to tax authorities represent pay-
ment obligations from current taxes towards German and
foreign tax authorities. Deferred taxes on the liabilities
side represent the potential income-tax burden from

temporary differences between the values assigned
to assets and liabilities in the consolidated balance sheet
in accordance with IAS/IFRS and their values for tax-
accounting purposes in accordance with the local tax
regulations for consolidated companies.

Deferred income-tax liabilities were formed in connection with the following items:

Assets held for dealing purposes and liabilities from dealing activities

Fair values of derivative hedging instruments
Investments and securities portfolio

Claims on banks and customers

Liabilities to banks and customers

Sundry balance-sheet items

Total

31.12.2005 31.12.2004 Change
€m €m in %
1,043 703 48.4
1,018 1,290 -21.1
490 852 -42.5
340 67
44 196 -77.6
542 353 53.5
3,477 3,461 0.5

1) The year-ago figures have been adjusted to the changed rules (see Note 2)



F-138

NOTES

(63) Other liabilities

Other liabilities of €1,337m (previous year: €1,280m) include obligations arising from still outstanding invoices, deduc-

tions from salaries to be passed on and deferred liabilities.

(64) Subordinated capital

Subordinated capital breaks down as follows:

Subordinated liabilities
of which: Tier-1ll capital as defined in Art. 10, (7), KWG
of which: maturing within two years

Profit-sharing certificates outstanding
of which: maturing within two years

Deferred interest, incl. discounts

Measurement effects (IAS 39)

Total

Subordinated liabilities are own funds as defined in
Art. 10, (5a), KWG. The claims of creditors to repayment
of these liabilities are subordinate to those of other
creditors.

31.12.2005 31.12.2004 Change
€m €m in %

5,410 5,673 -4.6

829 835 -0.7

1,895 2,111 -10.2

673 630 6.8

159 273 -41.8

679 819 -17.1

8,143 8,876 -8.3

The issuer cannot be obliged to make premature re-
payment. In the event of insolvency or winding-up, sub-
ordinated liabilities may only be repaid after the claims of

all senior creditors have been met.

At end-2005, the following major subordinated liabilities were outstanding:

Start of maturity €m Currency inm
2000 590 590 EUR
1999 550 550 EUR
2001 490 490 EUR
1999 300 300 EUR
1997 292 200 GBP
2002 275 275 EUR
2001 250 250 EUR
1999 219 150 GBP

Issuer Interest rate Maturity date
Commerzbank AG 6.500 2010
Commerzbank AG 4.750 2009
Commerzbank AG 6.125 2011
Commerzbank AG 6.250 2009
Commerzbank AG 7.875 2007
Commerzbank AG 5.500 2008
Commerzbank AG 5.400 2011
Commerzbank AG 6.625 2019

In the year under review, the interest paid by the Group for subordinated liabilities totalled €347m (previous year:

€349m). Deferred interest expenses for interest due but not yet paid are shown at €128m (previous year: €131m).



Profit-sharing certificates outstanding form part of the
Bank’s liable equity capital in accordance with the pro-
visions of the German Banking Act (Art. 10, (5), KWG).
They are directly affected by current losses. Interest pay-

At end-2005, the following major profit-sharing certificates were outstanding:

Start of maturity
1993
2000
1994
1996

€m
392
320
256
256

Issuer

Commerzbank AG
Commerzbank AG
Commerzbank AG
Commerzbank AG

ordinate to those of other creditors.

Interest rate
7.250
6.375
2.775
7.900

NOTES

ments are made solely if the issuing institution achieves
a distributable profit. The claims of holders of profit-
sharing certificates to a repayment of principal are sub-

Maturity date
2005
2010
2006
2008

Interest to be paid for the 2005 financial year on the profit-sharing certificates outstanding amounts to €134m (previous

year: €156m). Deferred interest expenses for interest due but not yet paid are shown at €122m (previous year: €142m).

(65) Hybrid capital

As in previous years, the Commerzbank Group raised no hybrid capital in the 2005 financial year.
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(66) Equity structure

31.12.2005 31.12.2004"

€m €m

a) Subscribed capital 1,705 1,546
b) Capital reserve 5,686 4,481
c) Retained earnings 4,165 3,383
d) Revaluation reserve 1,995 1,600
e) Measurement of cash flow hedges -1,069 -1,214
f) Reserve from currency translation -107 -192
g) Consolidated profit 328 150
Total before minority interests 12,703 9,754
Minority interests 947 1,269
Equity 13,650 11,023

a) Subscribed capital

The subscribed capital (share capital) of Commerzbank Aktiengesellschaft consists of no-par-value shares, each with an
accounting par value of €2.60. The shares are issued in the form of bearer shares.

1,000 units
Number of shares outstanding on 1.1.2005 594,484
plus: treasury shares on 31.12. of the previous year 4,103
Issue of new shares (including shares issued to employees) 58,226
Number of shares issued on 31.12.2005 656,813
less: treasury shares on balance-sheet date 1,113
Number of shares outstanding on 31.12.2005 655,700
Before treasury shares are deducted, the subscribed capi- No preferential rights exist or restrictions on the pay-
tal stands at €1,708m. ment of dividends at Commerzbank Aktiengesellschaft.

All the issued shares have been fully paid in.

1) The year-ago figures have been adjusted to the changed rules (see Note 2)
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The value of issued, outstanding and authorized shares is as follows:

Shares issued
— Treasury shares
= Shares outstanding (subscribed capital)
+ Shares not yet issued from authorized capital
Total

The number of authorized shares is 837,849 thousand
units (previous year: 837,849 thousand units). The ac-
counting par value of the authorized shares is €2,179m
(previous year: €2,179m).

31.12.2005 31.12.2004
€m 1,000 units €m 1,000 units
1,708 656,813 1,556 598,587
3 1,113 10 4,103
1,705 655,700 1,546 594,484
471 181,036 622 239,262
2,176 836,736 2,168 833,746

As of December 31, 2005, 3,627 thousand shares (pre-
vious year: 5,324 thousand shares) had been pledged with
the Group as security. This represents 0.6% (previous year:
0.9%) of the shares outstanding on the balance-sheet date.

Securities transactions in treasury shares pursuant to Art. 71, (1), no. 1 and no. 7, AktG

Portfolio on 31.12.2005
Largest total acquired during the financial year

Total shares pledged by customers as collateral on 31.12.2005

Shares acquired during the financial year
Shares disposed of during the financial year

*) Accounting par value per share €2.60

b) Capital reserve

In the capital reserve, premiums from the issue of shares
are shown. In addition, the capital reserve contains
amounts realized for conversion and option rights en-
titling holders to purchase shares when bonds and notes
were issued.

c) Retained earnings

Retained earnings consist of the legal reserve and other
reserves. The legal reserve contains those reserves which
have to be formed in accordance with national law; in the
individual financial statements, the amounts assigned to
this reserve may not be distributed. The overall amount of
retained earnings shown in the balance sheet consists of
€3m of legal reserves (previous year: €3m) and €4,162m
(previous year: €3,380m") of other revenue reserves.

Number of Accounting® par

value in €1,000

Percentage of

shares in units share capital

1,113,296 2,895 0.17
17,619,857 45,812 2.69
3,627,292 9,431 0.55
210,745,115 547,937 -
213,735,108 555,711 -

d) Revaluation reserve

The results of measuring the investments and securities
portfolio — consisting of interest-bearing and dividend-
based instruments — at fair value, with deferred taxes
taken into consideration, are assigned to the revaluation
reserve. Gains or losses appear in the income statement

only when the asset has been disposed of or written off.

e) Measurement of cash flow hedges

The result of measuring effective hedges used in cash
flow hedges appears, after deferred taxes have been
taken into consideration, under this equity item.

f) Reserve from currency translation
The reserve from currency translation relates to trans-
lation gains and losses arising through the consolidation
of capital accounts. Here exchange-rate differences are
included that arise through the consolidation of sub-
sidiaries and associated companies.

1) The year-ago figures have been adjusted to the changed rules (see Note 2)
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(67) Conditional capital

Conditional capital is intended to be used for the issue of convertible bonds or bonds with warrants and also of profit-

sharing certificates with conversion or option rights.

Changes in the Bank’s conditional capital:

Conditional
capital
1.1.2005
€m
Convertible bonds/bonds with warrants/
profit-sharing rights 403
Total 403

As resolved by the AGM of May 30, 2003, the Bank’s
share capital has been conditionally increased by up to
€403,000,000. Such conditional capital increase will only
be effected to the extent that the holders or creditors
of the convertible bonds, bonds with warrants or profit-
sharing rights — carrying conversion or option rights — to
be issued by May 30, 2008, by either Commerzbank
Aktiengesellschaft or companies in which Commerzbank
Aktiengesellschaft directly or indirectly holds a majority

Additions Expiring/  Conditional of which:
Used capital used avai-
31.12.2005 conditional lable
capital lines
- - 403 - 403
- - 403 - 403

interest (group companies as defined in Art. 18, (1), AktG)
exercise their conversion or option rights, or the holders
or creditors of the convertible bonds or convertible profit-
sharing rights to be issued by May 30, 2008 by either
Commerzbank Aktiengesellschaft or companies in which
Commerzbank Aktiengesellschaft directly or indirectly
holds a majority interest (group companies as defined in
Art. 18, (1), AktG) meet their obligation to exercise their
conversion rights.
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(68) Authorized capital

Date of Original Used in previous years Used in 2005 Authorization Remaining Date of
AGM amount for capital increases for capital increases expired amount expiry
resolution €m €m €m €m €m

31.05.2002 30 8 1 - 21 30.04.2007
12.05.2004 225 - - - 225 30.04.2009
12.05.2004 225 - - - 225 30.04.2009
12.05.2004 150 - 150 - 0 30.04.2009
Total 630 8 151 - 471

The Board of Managing Directors is authorized to
increase, with the approval of the Supervisory Board, the
share capital of the Bank by April 30, 2007, through the
issue of new no-par-value shares against cash, in either
one or several tranches, by a maximum amount of al-
together €20,694,262, thereby excluding the subscription
rights of shareholders for the purpose of issuing these
shares to the Bank’s staff.

The Board of Managing Directors is authorized, with
the approval of the Supervisory Board, to increase the
Company’s share capital by April 30, 2009, through the
issue of new no-par-value shares against cash, in either
one or several tranches, but by a maximum amount
of €225,000,000 (authorized capital 2004/1). On principle,
shareholders are to be offered subscription rights; how-
ever, the Board of Managing Directors may, with the
approval of the Supervisory Board, exclude shareholders’
subscription rights to the extent necessary in order to
offer to the holders of conversion or option rights, either
already issued or still to be issued by Commerzbank
Aktiengesellschaft or by companies in which Commerz-
bank Aktiengesellschaft directly or indirectly holds a
majority interest (group companies as defined in Art. 18,
(1), Aktiengesetz), subscription rights to the extent to
which they would be entitled after they have exercised
their conversion or option rights. In addition, any frac-
tional amounts of shares may be excluded from share-
holders’ subscription rights.

The Board of Managing Directors is authorized, with
the approval of the Supervisory Board, to increase the
Company’s share capital by April 30, 2009 through the

issue of new no-par-value shares against cash or con-

tributions in kind, in either one or several tranches, but by
a maximum amount of €225,000,000 (authorized capital
2004/11). On principle, shareholders are to be offered sub-
scription rights; however, the Board of Managing Direc-
tors may, with the approval of the Supervisory Board,
exclude shareholders’ subscription rights to the extent
necessary to offer to the holders of conversion or option
rights, either already issued or still to be issued by
Commerzbank Aktiengesellschaft or by companies in
which Commerzbank Aktiengesellschaft directly or indi-
rectly holds a majority interest (group companies as
defined in Art. 18, (1), Aktiengesetz), subscription rights to
the extent to which they would be entitled after they have
exercised their conversion or option rights. In addition,
any fractional amounts of shares may be excluded from
shareholders’ subscription rights.

Furthermore, the Board of Managing Directors may,
with the approval of the Supervisory Board, exclude
shareholders’ subscription rights insofar as the capital
increase is made against contributions in kind for the pur-
pose of acquiring companies or interests in companies.

The Board of Managing Directors is authorized, with
the approval of the Supervisory Board, to increase the
Company's share capital by April 30, 2009, through the
issue of new no-par-value shares against cash, in either
one or several tranches, but by a maximum amount of
€1.80 (authorized capital 2004/11l). The Board of Managing
Directors may, with the approval of the Supervisory
Board, exclude shareholders’ subscription rights if the
issue price of the new shares is not substantially lower
than that of already listed shares offering the same con-
ditions.
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(69) The Bank’s foreign-currency position

On December 31, 2005, the Commerzbank Group had the following foreign-currency assets and liabilities (excluding fair

values of derivatives):

Cash reserve

Claims on banks

Claims on customers

Assets held for dealing purposes

Investments and
securities portfolio

Other balance-sheet items
Foreign-currency assets
Liabilities to banks

Liabilities to customers
Securitized liabilities

Liabilities from dealing activities
Other balance-sheet items
Foreign-currency liabilities

UsD
33
10,589
20,791
3,681

9,132
2,662
46,888
18,848
9,616
9,879
3
3,604
41,850

PLN
540
694

2,471
1,641

178
169
5,693
520
4,314
346
298
151
5,629

31.12.2005

€m
GBP
10
1,840
2,434
1,241

857
771
7,153
5,618
2,120
1,201
1,440
10,379

Others
1,167
2,992
7,151
1,220

2,413
1,817
16,760
7,908
4,092
3,080
89

775
15,944

Total
1,750
16,115
32,847
7,783

12,580
5,419
76,494
32,894
20,142
14,506
390
5,870
73,802

31.12.2004"

€m
Total
693
21,095
31,074
8,697

8,430
5,363
75,242
28,648
24,988
10,828
1,253
5,954
71,671

Change

in %

-23.6
5.7
-9.5

49.2
1.2
1.7

14.8

-19.4

34.0

-68.9

-1.4

3.0

Due to exchange-rate movements in the 2005 financial year, the consolidated balance-sheet total expanded by roughly

€7bn (previous year: —€4bn). Total lending rose by €7bn (previous year: —€3bn).

1) The year-ago figures have been adjusted to the changed rules (see Note 2)



Notes to financial instruments

(70) Derivative transactions

Aderivativeis afinancial instrument whose value is deter-
mined by a so-called underlying asset. The latter may be,
for example, an interest rate, a commodity price, a share
price, a currency rate or a bond price.

Most derivatives transactions involve OTC deriva-
tives, whose nominal amount, maturity and price are
agreed individually between the Bank and its counter-
parties. However, the Bank also concludes derivatives
contracts on regulated stock exchanges. These are stan-
dardized contracts with standardized nominal amounts
and settlement dates.

The nominal amount specifies the business volume
traded by the Bank. On the other hand, the positive or
negative fair values appearing in the tables are the costs
which would be incurred by the Bank or the counterparty
in order to replace the transactions.

In order to minimize (reduce) both the economic and
the regulatory credit risk arising from these instruments,
our Legal Services department concludes master agree-
ments (bilateral netting agreements) with our business
associates (such as 1992 ISDA Master Agreement Multi-
currency Cross-Border; German Master Agreement for
Financial Futures). By means of such bilateral netting
agreements, the positive and negative fair values of the
derivatives contracts included under a master agreement
can be offset against one another and the future regulatory
risk add-ons for these products can be reduced. Through
this netting process, the credit risk is limited to a single net
claim on the party to the contract (close-out netting).

Breakdown, by reference assets

NOTES

For both regulatory reports and the internal measure-
ment and monitoring of our credit commitments, we use
such risk-reducing techniques only if we consider them
enforceable under the respective legal system, should the
business associate become insolvent. In order to check
enforceability, we avail ourselves of legal opinions from
various international law firms.

Similar to the master agreements are the collateral
agreements (e.g. collateralization annex for financial
futures contracts, Credit Support Annex), which we con-
clude with our business associates to secure the net claim
or liability remaining after netting (receiving or furnishing
of security). As arule, this collateral management reduces
credit risk by means of prompt — mostly daily or weekly —
measurement and adjustment of the customer commit-
ment.

On average, we achieve a credit-risk mitigation of
74.51% of the exposure for the derivatives contracts and
collateral covered by the process of risk-reducing tech-
niques.

In the credit derivatives area, we registered 15.64%
higher volume thaninthe previous year. We employ these
products which serve to transfer credit risk in both trading
for arbitrage purposes and in the investment area for
diversifying our loan portfolios. The following table illus-
trates our risk structure in terms of the various risk assets
that have been hedged.

31.12.2005 31.12.2004
Nominal amounts Nominal amounts

Protection Protection Protection Protection
€m bought sold bought sold
OECD central governments 2,511 2,674 2,663 2,705
OECD banks 5,922 6,111 4,570 5,217
OECD financial institutions 9,881 10,005 8,153 8,483
Other companies, private individuals 56,5625 54,803 47,774 48,902
Non-OECD banks 95 37 9 -
Total 74,934 73,630 63,169 65,307
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31.12.2005 Nominal amount Fair value

Remaining lifetimes

under 1-5 more total positive negative
1year years than

€m 5years

Foreign-currency-based forward transactions

OTC products 244,699 127,298 65,671 437,668 4,385 4,494
Foreign-exchange spot and forward contracts 146,531 9,970 160 156,661 1,674 1,692
Interest-rate and currency swaps 56,683 101,236 62,055 219,974 2,101 2,200
Currency call options 20,874 8,353 1,725 30,952 610 -
Currency put options 20,611 7,739 1,731 30,081 - 602
Other foreign-exchange contracts - - - - - -

Products traded on a stock exchange 489 19 - 508 - -
Currency futures 489 19 - 508 - -
Currency options - - - - - -

Total 245,188 127,317 65,671 438,176 4,385 4,494

Interest-based forward transactions

OTC products 1,640,940 1,442,884 1,264,422 4,248,246 62,837 70,152
Forward-rate agreements 149,781 4,547 6 154,334 57 67
Interest-rate swaps 1,351,071 1,329,439 1,178,897 3,859,407 59,281 65,955
Call options on interest-rate futures 17,121 47,732 32,825 97,678 2,849 -
Put options on interest-rate futures 18,779 51,625 40,091 110,495 - 3,235
Other interest-rate contracts 4,188 9,541 12,603 26,332 650 895

Products traded on a stock exchange 59,170 21,211 - 80,381 - -
Interest-rate futures 49,760 21,211 - 70,971 - -
Interest-rate options 9,410 - - 9,410 - -

Total 1,600,110 1,464,095 1,264,422 4,328,627 62,837 70,152

Other forward transactions

OTC products 47,183 162,409 14,407 223,999 6,049 6,893
Structured equity/index products 6,070 13,606 4,775 24,451 1,072 1,726
Equity call options 7,785 13,689 804 22,278 3,434 -
Equity put options 8,216 14,298 532 23,046 - 3,602
Credit derivatives 20,290 119,978 8,296 148,564 1,263 1,360
Precious metal contracts 4,822 838 - 5,660 280 205
Other transactions - - - - - -

Products traded on a stock exchange 50,458 44,186 3,139 97,783 - -
Equity futures 5,077 - - 5,077 - -
Equity options 45,381 44,186 3,139 92,706 - -
Other futures - - - - - -
Other options - - - - - -

Total 97,641 206,595 17,546 321,782 6,049 6,893

Total immatured forward transactions

OTC products 1,832,822 1,732,591 1,344,500 4,909,913 73,271 81,539

Products traded on a stock exchange 110,117 65,416 3,139 178,672 - -

Total 1,942,939 1,798,007 1,347,639 5,088,585 73,271 81,539
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As of December 31, 2004, the figures were as follows:

31.12.2004 Nominal amount Fair value
Remaining lifetimes

under 1-5 more total positive negative
1year years than

€m 5years

Foreign-currency-based forward transactions

OTC products 268,282 119,157 61,901 449,340 9,578 9,878
Foreign-exchange spot and forward contracts 145,469 9,710 109 155,288 4,133 4,756
Interest-rate and currency swaps 70,117 96,329 58,577 225,023 4,644 4,294
Currency call options 26,605 7,386 1,612 35,603 801 -
Currency put options 26,091 5,732 1,603 33,426 - 828
Other foreign-exchange contracts - - - - - -

Products traded on a stock exchange 670 107 - 777 - -
Currency futures 670 107 - 777 - -
Currency options - - - - - -

Total 268,952 119,264 61,901 450,117 9,578 9,878

Interest-based forward transactions

OTC products 1,273,623 1,236,339 1,014,175 3,524,137 61,408 68,737
Forward-rate agreements 135,079 2,673 - 137,752 87 77
Interest-rate swaps 1,094,167 1,116,192 927,596 3,137,955 58,120 64,985
Call options on interest-rate futures 17,549 43,085 32,095 92,729 2,558 -
Put options on interest-rate futures 22,275 49,001 38,165 109,441 - 2,786
Other interest-rate contracts 4,553 25,388 16,319 46,260 643 889

Products traded on a stock exchange 125,257 7,685 8,277 141,219 - -
Interest-rate futures 52,889 3,864 2,495 59,248 - -
Interest-rate options 72,368 3,821 5,782 81,971 - -

Total 1,398,880 1,244,024 1,022,452 3,665,356 61,408 68,737

Other forward transactions

OTC products 37,556 145,482 10,837 193,875 3,742 4,444
Structured equity/index products 4,238 11,988 1,086 17,312 758 1,162
Equity call options 9,202 9,667 508 19,277 1,238 -
Equity put options 11,157 10,800 774 22,731 - 1,534
Credit derivatives 8,553 111,713 8,210 128,476 1,451 1,501
Precious metal contracts 4,406 1,414 259 6,079 295 247
Other transactions - - - - - -

Products traded on a stock exchange 33,813 8,887 155 42,855 - -
Equity futures 4,734 - - 4,734 - -
Equity options 29,079 8,887 155 38,121 - -
Other futures - - - - - -
Other options - - - - - -

Total 71,369 154,369 10,992 236,730 3,742 4,444

Total immatured forward transactions

OTC products 1,679,461 1,500,978 1,086,913 4,167,352 74,728 83,059

Products traded on a stock exchange 159,740 16,679 8,432 184,851 - -

Total 1,739,201 1,517,657 1,095,345 4,352,203 74,728 83,059
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Breakdown of derivatives business, by borrower group:

31.12.2005

Fair value
€m positive negative
OECD central governments 695 414
OECD banks 46,474 54,672
OECD financial institutions 23,815 24,635
Other companies, private individuals 1,946 1,547
Non-OECD banks 341 271
Total 73,271 81,539

31.12.2004

Fair value
positive negative
1,137 380
50,259 57,708
20,360 21,352
2,488 3,233
484 386
74,728 83,059

Fair values appear as the sum totals of the positive and negative amounts per contract, from which no pledged security

has been deducted and no possible netting agreements have been taken into consideration. By definition, no positive

fair values exist for put options.

(71) Use made of derivative financial instruments

31.12.2005

Fair value
€m positive negative
Derivative financial instruments
used for trading purposes 66,630 69,369
Hedging derivatives which
cannot be employed in

hedge accounting 1,907 2,331

Derivatives used as

hedging instruments 4,734 9,839
for fair value hedge accounting 3,011 5,447
for cash flow hedge accounting 1,723 4,392

Total 73,271 81,539

31.12.2004

Fair value
positive negative
67,982 71,195
2,826 3,211
3,920 8,653
2,111 4,049
1,809 4,604
74,728 83,059

In the above table, we show the use made of our derivative financial instruments. We use derivatives for both trading

and hedging purposes. In Notes 6, 13, 14, 20 and 21, we have described the above-mentioned criteria.



(72) Market risk arising from trading activities

For the daily quantification and monitoring of market risk,
especially that arising in proprietary trading, mathemati-
cal-statistical methods are used to calculate the value-at-
risk. The underlying statistical parameters are based on
an observation period of the past 255 trading days, a 10-
day holding period and a confidence level of 99%. The
value-at-risk models are constantly being adapted to the
changing environment.

Risk position of the trading portfolio (Principle | risks):

NOTES

On the basis of the risk data, the Group manages the
market risk for all operational units by a system of risk
limits, primarily by means of limits for the potential risk
(value-at-risk) and stress scenarios, as well as loss-review
triggers.

The risk position of the Group’s trading portfolio at
year-end shows the value-at-risk, broken down by the
various business lines engaged in proprietary trading.
The value-at-risk shows the potential losses which will not
be exceeded with a 99% degree of probability.

Portfolio Holding period 31.12.2005 31.12.2004
Confidence level 99% €m €m
Group 10 days 39.2% 54.7*%
Corporates & Markets (Securities) 10 days 26.1 50.7
Treasury department 10 days 22.1 12.4

*) The relatively low value-at-risk at Group level is the result of strong portfolio effects between the Corporates & Markets and Treasury

departments.

(73) Interest-rate risk

The interest-rate risk of the Commerzbank Group results
from items in both the trading book and the banking book.
In the latter, interest-rate risk mainly arises through matu-
rity mismatches between the Bank’s interest-bearing
assets and liabilities - for instance, through the short-term
funding of long-dated loans. The interest-rate items

31.12.2005 Holding period
Portfolio

Group 10 days
31.12.2004 Holding period
Portfolio

Group 10 days

Banking book

Banking book

shown in the balance sheet as well as the derivatives
employed to steer them are included in the measurement
of interest-rate risk.

The interest-rate risk of the banking book is measured
on the basis of a net present value approach, applying the
historical simulation method:

Trading book Overall interest-

Confidence level: 99% rate risk
€m €m €m
103.78 30.15 101.19

Trading book Overall interest-

Confidence level: 99% rate risk
€m €m €m
118.04 19.55 106.62
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(74) Concentration of credit risk

Concentrations of credit risk may arise through business
relations with individual borrowers or groups of borrow-
ers who share a number of features and whose individual
ability to service debt is influenced to the same extent
by changes in certain overall economic conditions. These
risks are managed by the Global Credit Operations depart-
ment. Credit risk throughout the Group is monitored
by the use of limits for each individual borrower and
borrower unit, through the furnishing of the appropriate

security and through the application of a uniform lending
policy. In order to minimize credit risk, the Bank has
entered into a number of master netting agreements
ensuring the right to set off the claims on and liabilities to
a client in the case of default by the latter or insolvency.
In addition, the management regularly monitors indi-
vidual portfolios. The Group’s lending does not reveal any
special dependence on individual sectors.

In terms of book values, the credit risks relating to financial instruments in the balance sheet were as follows on

December 31, 2005:

€m
Customers in Germany
Companies and self-employed
Manufacturing
Construction
Distributive trades
Services, incl. professions and others
Public sector
Other retail customers
Customers abroad
Corporate and retail customers
Public sector
Sub-total
less valuation allowances
Total

Claims
31.12.2005 31.12.2004"
112,607 109,613
43,906 45,253
9,593 10,633
785 809
4,849 5,140
28,679 28,671
29,744 26,980
38,957 37,380
41,067 40,664
37,332 36,211
3,735 4,453
153,674 150,277
-5,161 -5,292
148,513 144,985

1) The year-ago figures have been adjusted to the changed rules (see Note 2)
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(75) Assets pledged as security

Assets in the amounts shown below were pledged as security for the following liabilities:

31.12.2005 31.12.2004 Change

€m €m in %

Liabilities to banks 76,850 60,973 26.0
Liabilities to customers 12,996 7,267 78.8
Liabilities from dealing activities 3,292 2,802 17.5
Total 93,138 71,042 31.1

The following assets were pledged as security for the above-mentioned liabilities:

31.12.2005 31.12.2004 Change

€m €m in %

Claims on banks and customers 15,871 12,994 221
Assets held for dealing purposes and investments

and securities portfolio 77,498 58,460 32.6

Total 93,369 71,454 30.7

The furnishing of security in order to borrow funds took the form of genuine securities repurchase agreements (repos).
At the same time, security was furnished for funds borrowed for specific purposes and securities-lending transactions.
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(76) Maturities, by remaining lifetime

Remaining lifetimes as of 31.12.2005

due on demand up to 3 months 1 yearto more
and unlimited 3 months to 1year 5 years than

€m lifetime 5 years
Claims on banks 16,813 35,004 19,529 7,129 7,728
Claims on customers 14,646 28,858 14,052 40,286 55,832
Bonds and notes from the
assets held for dealing purposes - 1,995 1,641 9,453 8,991
Bonds, notes and other fixed-income
securities held in investments and
securities portfolio 14 3,809 5,327 24,823 43,566
Total 31,473 69,666 40,549 81,691 116,117
Liabilities to banks 15,191 84,680 13,318 4,747 11,964
Liabilities to customers 41,189 48,019 3,609 3,187 6,842
Securitized liabilities 4 18,877 17,295 49,638 11,106
Subordinated capital®’ - 548 637 4,146 1,974
Total 56,384 152,124 34,859 61,718 31,886

*) excl. deferred interest and discounts (€159m) and IAS measurement effects (€679m)

Remaining lifetimes as of 31.12.2004"

due on demand up to 3 months 1 yearto more
and unlimited 3 months to 1 year 5years than

€m lifetime 5 years
Claims on banks 20,877 38,316 13,356 6,661 7,509
Claims on customers 15,424 27,046 15,398 36,865 55,544
Bonds and notes from the
assets held for dealing purposes 86 1,897 2,396 9,054 6,704
Bonds, notes and other fixed-income
securities held in investments and
securities portfolio 33 2,891 4,379 17,694 39,323
Total 36,420 70,150 35,529 70,274 109,080
Liabilities to banks 17,808 65,821 14,271 5,311 12,219
Liabilities to customers 36,482 55,645 3,094 3,308 6,535
Securitized liabilities 48 16,733 15,643 42,279 12,547
Subordinated capital®’ - 239 736 3,515 3,294
Total 54,338 138,438 33,744 54,413 34,595

*) excl. deferred interest (€273m) and IAS measurement effects (€819m)
The remaining lifetime is defined as the period between the balance-sheet date and the contractual maturity of the claim

or liability. In the case of claims or liabilities which are paid in partial amounts, the remaining lifetime has been recog-
nized for each partial amount.

1) The year-ago figures have been adjusted to the changed rules (see Note 2)



(77) Fair value of financial instruments

The table below compares the fair values of the balance-
sheet items with their book values. Fair value is the
amount at which financial instruments may be sold or pur-
chased at fair terms on the balance-sheet date. Insofar as
market prices (e.g. for securities) were available, we have
used these for measurement purposes. For a large num-

ber of financial instruments, internal measurement mod-

NOTES

els involving current market parameters were used in the
absence of market prices. In particular, the net present-
value method and option-price models were applied.
Wherever claims on and liabilities to banks and customers
had a remaining lifetime of less than a year, the fair value
was considered for simplicity’s sake to be that shown in
the balance sheet.
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Fair value
€bn 31.12.2005 31.12.2004
Assets
Cash reserve 8.6 4.9
Claims on banks 86.2 86.7
Claims on customers 155.8 152.7
Hedging instruments 4.7 3.9
Assets held for dealing purposes 100.3 102.1
Investments and
securities portfolio 86.2 72.2
Liabilities
Liabilities to banks 129.9 115.4
Liabilities to customers 102.9 105.2
Securitized liabilities 97.5 87.8
Hedging instruments 9.8 8.7
Liabilities from dealing activities 75.0 80.0
Subordinated capital 8.1 8.9

Book value Difference
" 31.12.2005 31.12.2004" 31.12.2005 31.12.2004"
8.6 4.9
86.2 86.7 0 0
153.7 150.3 2.1 2.4
4.7 3.9 - -
100.3 102.1 - -
86.2 72.2 - -
129.9 115.4 0 0
102.8 105.1 0.1 0.1
96.9 87.3 0.6 0.5
9.8 8.7 - -
75.0 80.0 — -
8.1 8.9 - -

In net terms, the difference between the book value and
fair value, which can be seen as unrealized appreciation,
amounted for all items to €1.4bn (previous year: €1.8bn)
as of December 31, 2005. For covering these items, cash
flow hedges are used for the most part. As of December

31, 2005, the measurement of cash flow hedges yielded a
figure of —€1.1bn (previous year: -€1.2bn). As of both
December 31,2005 and December 31, 2004, the unrealized
appreciation in interest-bearing assets and liabilities
exceeded the negative measurement of cash flow hedges.

1) The year-ago figures have been adjusted to the changed rules (see Note 2)
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(78) Information on financial assets and financial liabilities in fair value option category

The fair value option was used:

to avoid or reduce accounting mismatches arising
from securities and credits which were hedged with
interest-rate or credit derivatives;

for financial instruments (funds, securities and securi-
tized liabilities, together with their related hedging
instruments), whose management and performance
is measured on a fair value basis in accordance
with a documented risk-management or investment
strategy.

As of December 31, 2005, the fair value of the financial
assets assigned to the fair value option category was
€1,258m (previous year: €417m) and that of the financial
liabilities €294m (with a repayment amount of €289m).
All told, the result of measurement was €21m (previous
year: €0m).

The aggregate volume of claims assigned to the fair
value option was €155m on December 31, 2005, €95m
of which was hedged by derivatives. As of December 31,
2004, no claims were assigned to the fair value option.

For liabilities assigned to the fair value option, the
change in fair value for credit-risk reasons was -€8m.
As of December 31, 2004, no liabilities were assigned to
the fair value option.
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Other notes

(79) Subordinated assets

The following subordinated assets are included in the assets shown in the balance sheet:

31.12.2005 31.12.2004 Change
€m €m in %

Claims on banks 8 -
Claims on customers 127 127 0.0
Bonds and notes 230 205 12.2
Other variable-yield securities 245 344 -28.8
Total 610 676 -9.8
including: banks in which an equity investment exists 222 318 -30.2

Assets are considered to be subordinated if the claims they represent may not be met before those of other creditors in
the case of the liquidation or insolvency of the issuer.

(80) Off-balance-sheet commitments

31.12.2005 31.12.2004 Change

€m €m in %

Contingent liabilities 27,521 24,541 121

from rediscounted bills of exchange credited to borrowers 1 2 -50.0

from guarantees and indemnity agreements 27,520 24,539 12.1

Credit guarantees 3,490 3,869 -9.8

Other guarantees 15,110 12,653 19.4

Letters of credit 7,164 6,256 14.5

Other warranties 1,756 1,761 -0.3

Irrevocable lending commitments 36,695 36,977 -0.8

Book credits to banks 2,079 3,844 -45.9

Book credits to customers 33,383 29,813 12.0

Credits by way of guarantee 569 1,195 -52.4

Letters of credit 664 2,125 -68.8
Other commitments 52 1

In this table, provision for risks arising from off-balance-sheet commitments has been deducted from the respective
items.
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(81) Volume of managed funds

By type of managed fund, the assets which we manage break down as follows:

Retail investment funds
Equity-based and mixed funds
Bond-based funds
Money-market funds
Other*

Non-publicly-offered funds

Property-based funds

Total

*) includes fund-of-funds and retirement funds

31.12.2005
Number Fund
of funds assets

€bn

438 53.7
240 28.5
109 9.9
21 11.0

68 4.3
1,480 28.5
4 9.9
1,922 92.1

The regional breakdown of the funds launched is shown in the following chart:

Germany

United Kingdom

Other European countries
America

Other countries

Total

31.12.2005
Number Fund
of funds assets

€bn

371 43.7
1,116 18.3
300 26.6
10 0.7
125 2.8
1,922 92.1

31.12.2004
Number Fund
of funds assets

€bn

479 48.1
313 26.0
123 10.3
22 10.8

21 1.0
1,377 25.8
3 11.8
1,859 85.7

31.12.2004
Number Fund
of funds assets

€bn

397 43.7
1,084 14.1
244 22.0
11 1.1
123 4.8

1,859 85.7
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(82) Genuine repurchase agreements (repo and reverse repo transactions)

Under its genuine repurchase agreements, the Commerz-
bank Group sells or purchases securities with the obli-
gation to repurchase or return them. The money equiva-
lent deriving from repurchase agreements in which the

Commerzbank Group is a borrower (obligation to take the
securities back) is shown in the balance sheet as a liability
to banks or customers.

The genuine repurchase agreements concluded up to the balance-sheet date break down as follows:

Genuine repurchase agreements as a borrower
(repo agreements)

Liabilities to banks
Liabilities to customers
Total

Genuine repurchase agreements as a lender
(reverse repo agreements)

Claims on banks
Claims on customers
Total

(83) Securities-lending transactions

Securities-lending transactions are conducted with other
banks and customers in order to cover our need to meet
delivery commitments or to enable us to effect securities
repurchase agreements in the money market. We show
lent securities in our balance sheet under our Trading

portfolio or under Investments and securities portfolio,

Lent securities
Borrowed securities

31.12.2005 31.12.2004 Change
€m €m in %
41,820 36,695 14.0
12,674 15,764 -19.6
54,494 52,459 3.9
42,329 35,436 19.5
8,377 10,744 -22.0
50,706 46,180 9.8

whereas borrowed securities do not appear in the balance
sheet. The expenses and income from securities-lending
transactions, insofar as they relate to the past financial
year, were recognized under interest paid or received
in the income statement and reflect the respective matu-
rities.

31.12.2005 31.12.2004 Change
€m €m in %

7,173 10,618 -32.4
7,789 7,638 2.0
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(84) Trust transactions at third-party risk

Trust transactions which do not have to be shown in the balance sheet amounted to the following on the balance-

sheet date:

Claims on banks

Claims on customers

Other assets

Assets on a trust basis at third-party risk
Liabilities to banks

Liabilities to customers

Liabilities on a trust basis at third-party risk

31.12.2005 31.12.2004 Change
€m €m in %
8 4
330 393 -16.0
608 602 1.0
946 999 -5.3
319 382 -16.5
627 617 1.6
946 999 -5.3

(85) Risk-weighted assets and capital ratios as defined by the Basel capital accord (BIS)

Like other internationally active banks, the Commerzbank
Group has committed itself to meeting the capital ade-
quacy requirements contained in the currently valid ver-
sion of the Basel accord. This imposes on banks a mini-
mum requirement of 8% of own funds to risk-weighted
assets (own funds ratio). A minimum requirement of 4%
applies universally for the ratio between core capital and
risk-weighted assets (core capital ratio).

Own funds are defined as liable capital that is made up
of core and supplementary capital, plus Tier Ill capital.
Core capital mainly consists of subscribed capital plus
reserves and minority interests, less goodwill. Supple-
mentary capital comprises outstanding profit-sharing
certificates and subordinated long-term liabilities. Tier IlI
capital consists of short-term subordinated liabilities.

The structure of the Commerzbank Group’s capital in accordance with the Basel capital accord yields the following

picture:

Core capital (Tierl)
Subscribed capital
Reserves, minority interests, treasury shares
Hybrid capital
Other
Total
Supplementary capital (Tier ll)
Profit-sharing rights
Reserves in securities (amount reported: 45%)
Subordinated liabilities
Other
Total
Tier lll capital
Eligible own funds according to BIS

31.12.2005 31.12.2004 Change
€m €m in %
1,705 1,546 10.3
10,456 8,938 17.0
12,161 10,484 16.0
1,870 2,073 -9.8
1,003 623 61.0
3,574 4,214 -15.2
109 229 -52.4
6,556 7,139 -8.2
18,717 17,623 6.2



as of 31.12.2005

€m

Balance-sheet business
Traditional off-balance-
sheet business
Derivatives business

in investment portfolio

Risk-weighted assets, total

Risk-weighted market-risk position

multiplied by 12.5

Total items to be risk-weighted

Eligible own funds

100
96,894

4,224

101,118

Core capital ratio (excluding market-risk position)

Core capital ratio (including market-risk position)

Own funds ratio (including market-risk position)

as of 31.12.2004

€m

Balance-sheet business
Traditional off-balance-
sheet business
Derivatives business

in investment portfolio

Risk-weighted assets, total

Risk-weighted market-risk position

multiplied by 12.5

Total items to be risk-weighted

Eligible own funds

100
89,855

3,776

93,631

Core capital ratio (excluding market-risk position)

Core capital ratio (including market-risk position)

Own funds ratio (including market-risk position)

50
7,001

17,844

2,141
26,986

50
6,787

15,474

2,467
24,728

Capital charges in %

25

189

189

Capital charges in %

25

84

84

20
12,246

623

4,493
17,362

20
11,253

755

4,115
16,123

10

349

349

10

286

286

NOTES

Total

- 116,141

74 23,303

- 6,634
74 146,078

3,638
149,716
18,717
8.3

8.1
12.5

Total

- 107,895

55 20,430

- 6,582
55 134,907

4,838
139,745
17,623
7.8

7.5
12.6
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Reconciliation of reported capital with eligible equity in accordance with BIS

31.12.2005 Core capital/ Supplementary/ Tier lll Total

Equity subordinated capital capital

(excl. IAS effects and

€m deferred interest)
Reported in balance sheet 13,650 7,305 20,955
Revaluation reserve -1,995 -1,995
Measurement of cash flow hedges 1,069 1,069
Consolidated profit -328 -328
Minority interests not to be shown
in core capital (incl. revaluation reserve,
measurement of cash flow hedges)
and changes in consolidated
companies and goodwill -226 -226
Parts of subordinated capital not
eligible due to limited remaining lifetime -1,819 -1,819
Latent revaluation reserves for securities 1,003 1,003
General provisions/reserves for defaults 339 339
Other differences -9 -272 -281
Eligible equity 12,161 6,556 - 18,717

(86) Liquidity ratio of Commerzbank Aktiengesellschaft (Principle Il)

Pursuant to Art. 11, KWG, banks are obliged to invest
their funds such that adequate liquidity for payment
purposes is guaranteed at all times. They have to
demonstrate that they have adequate liquidity in the
form of a liquidity analysis (Principle Il). Liquidity-
weighted assets (claims, securities, etc.), structured to
reflect their respective maturity brackets, are set off
against certain liquidity-weighted balance-sheet and off-
balance-sheet liabilities (liabilities, lending commit-

ments), broken down by remaining lifetime. Every day,
the ratio between the funds in the first maturity bracket
(remaining life of up to one month) and the payment
obligations which may fall due during this period has
to reach a value of one. If the ratio registers this value,
liquidity is considered to be adequate. As of December
31, 2005, the liquidity ratio worked out by Commerzbank
Aktiengesellschaft was 1.13 (previous year: 1.14). Excess
liquidity reached €17.2bn (previous year: €18.5bn).

Liquidity ratios of Commerzbank Aktiengesellschaft in 2005:

Month-end level

January 1.16
February 1.17
March 1.10
April 1.12
May 1.16
June 1.20

Month-end level

July 1.17
August 1.17
September 1.17
October 1.15
November 1.16
December 1.13



(87) Securitization of credits

The use of credit derivatives (such as credit default swaps,
total return swaps, and credit-linked notes) can reduce the
risk weighting of a loan portfolio, whereby the hedging
effect of a credit derivative may relate both to individual
credits or securities and to entire portfolios of loans or
securities. As a rule, security is furnished by means of a
synthetic securitization (credit default swap) and/or by
credit-linked notes. The hedging programmes launched
by the Commerzbank Group are intended to ease the
strain on regulatory capital.

NOTES

By the end of the 2005 financial year, Commerzbank
Aktiengesellschaft had launched six securitization pro-
grammes as the buyer of protection. The PanEuropean CLO
securitization transaction was cancelled by Commerzbank
Aktiengesellschaft per August 20, 2005, and Kaiserplatz
K263 expired in the course of 2005 according to plan.

The time band (legal maturity date) stretches from
eight to 33 years. All told, credits to customers of €7.1bn
had been covered by end-December 2005. This eased the
burden on the Bank’s risk-weighted assets by €4.5bn.

Name of Year of Duration of  Type of claim Size Reduction Buyer of protection
transaction conclusion transaction of of risk-
inyears credit weighted
(legal assets
maturity date) €m €m
Residence 2000-1 2000 32 Private home loans 575 344 Commerzbank AG
(CLN)
Residence 2000-1 2000 32 Private home loans 750 305 Commerzbank AG
(CDS)
Residence 2001-1 2001 30 Private home loans 1,023 392 Commerzbank AG
Residence 2002-1 2002 33 Private home loans 1,058 1,027 Commerzbank AG
Residence 2002-2 2002 33 Private home loans 1,051 629 Commerzbank AG
Residence 2003-1 2003 33 Private home loans 1,125 682 Commerzbank AG
Promise C 2002-1 2002 8 Corporate loans 1,470 1,170 Commerzbank AG
7,052 4,549
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(88) Average number of staff employed by the Bank during the year

2005
Total male
Group 31,5642 16,979
in Germany 24,014 11,935
abroad 7,528 5,044

2004
female total male female
14,563 31,400 16,946 14,454
12,079 24,055 11,965 12,090
2,484 7,345 4,981 2,364

The above figures include both full-time and part-time personnel. Not included in the figures is the average number of

employees undergoing training within the Group. The average time worked by part-time staff is 60% (previous year:

55%) of the standard working time.

Total
2005
1,173

2004

Trainees 1,292

(89) Remuneration and loans to board members

Apart from the fixed salary, the remuneration of the mem-
bers of the Board of Managing Directors also comprises
variable, performance-related components and those with
a long-term incentive effect. All the remuneration com-
ponents are determined by the Presiding Committee of the
Supervisory Board. With effect from July 1, 2004, the Pre-
siding Committee altered the remuneration structure of
the members of the Board of Managing Directors.

With German commercial law and accounting provi-
sions taken into consideration, €15,851 thousand has to be
shown as overall remuneration for the members of the
Board of Managing Directors in the 2005 financial year.
This includes €651 thousand of remuneration in kind,

2005 Fixed salary
Name in €1,000
Klaus-Peter Miiller 760
Martin Blessing 480
Wolfgang Hartmann 480
Dr. Achim Kassow 480
Andreas de Maiziére" 280
Klaus M. Patig 480
Dr. Eric Strutz 480
Nicholas Teller 480
Total 3,920

male female
2005

467

2004
502

2005
706

2004
790

which in tax terms has to be treated as benefits in money's
worth. In the appropriate cases, the stated overall remu-
neration of the individual members of the Board of Man-
aging Directors includes the fees paid with respect to the
financial year for serving on the boards of consolidated
subsidiaries (€483 thousand).

The following table presents the remuneration (fixed
salary and variable remuneration) of the individual mem-
bers of the Board of Managing Directors, subject to the
annual financial statements of Commerzbank Aktiengesell-
schaft for the 2005 financial year being established in their
present form and the Presiding Committee adopting the
relevant resolution on variable remuneration for 2005.

Variable remuneration? Overall amount for 2005

in€1,000 in €1,000
2,280 3,040
1,500 1,980
1,500 1,980
1,500 1,980

- 280

1,500 1,980
1,500 1,980
1,500 1,980
11,280 15,200

1) p.r.t. for the time up to resignation; 2) payable in 2006; less the already received fees paid for serving on the boards of subsidiaries (€483m).



The active members of the Board of Managing Directors
have participated in the 2001-2005 long-term perform-
ance plans (LTPs) which are described in detail in Note 28
and represent a share-based form of compensation. In
order to take partin the various plans, the members of the
Board of Managing Directors have invested on the basis
of individual decisions in up to 2,500 Commerzbank
Aktiengesellschaft shares, the chairman in up to 5,000
Commerzbank Aktiengesellschaft shares per plan at cur-
rent market prices.

Long-term performance plans

2001
Number of Fair

shares value
Name purchased €
Klaus-Peter Miiller 2,500 96,350
Martin Blessing -
Wolfgang Hartmann 2,500 96,350
Dr. Achim Kassow -
Klaus M. Patig 1,000 38,540
Dr. Eric Strutz -
Nicholas Teller -

2004
Number of Fair

shares value
Name purchased €
Klaus-Peter Miiller 5,000 120,900
Martin Blessing 2,500 60,450
Wolfgang Hartmann 2,500 60,450
Dr. Achim Kassow -
Klaus M. Patig -
Dr. Eric Strutz 2,500 60,450
Nicholas Teller 2,500 60,450

Payments to former members of the Board of Managing
Directors and their surviving dependents amounted to
€7,756 thousand in the 2005 financial year. In the previous
year, they had totalled €6,479 thousand. The figure for
2005 includes severance payments of €2,140 thousand
in connection with a resignation from the Board of Man-
aging Directors.

For present and former members of the Board of Man-
aging Directors or their surviving dependents, the Bank
has established a provision for old age, which was par-

NOTES

The following table shows the number of shares

|

(corresponding per share to a “virtual” option) per indi-
vidual active member of the Board and per respective LTP
as well as the fair values at the time the share-based
payment was granted. The information relates to the par-
ticipation of members of the Board of Managing Directors
in their function as officers of the Bank. No payments

under these plans were made in the 2005 financial year.

2002 2003
Number of Fair Number of Fair
shares value shares value
purchased € purchased €
5,000 175,150 5,000 142,700
2,500 87,5675 2,500 71,350
2,500 87,575 2,500 71,350
- 2,500 71,350
2005
Number of Fair
shares value
purchased €
5,000 137,300
2,500 68,650
2,500 68,650
2,500 68,650
2,500 68,650
2,500 68,650

tially invested with Commerzbank Pension Truste.V. in the
2005 financial year. The subsequently remaining provi-
sions for pension commitments as of December 31, 2005,
amounted to €4.2m for active members and €11.1m for
former members of the Board of Managing Directors or
their surviving dependents.

The pension obligations (defined-benefit obligations)
for active and former members of the Board of Managing
Directors or their surviving dependents amounted to
€90.2m on December 31, 2005.
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The transparency provisions of the German Corporate
Governance Code (in the version of June 2, 2005) and
the legal provisions of Art. 15a, of the German Securities
Trading Act—WpHG require that transactions by the mem-
bers of the Board of Managing Directors in Commerzbank
shares and options be disclosed. Pursuant to both sets of
regulations, purchases and disposals by members of the

Board of Managing Directors have to be reported if they
exceed €5,000 with a calendar year. The Bank publishes
such information on its internet site. In the following
table, the transactions subject to such disclosure require-
ments are presented in tabular form; see also the presen-
tation in the Corporate Governance report.

Day of trade Description of Type of Number of Price

Name 2005 securities transaction units €
Klaus-Peter Mdller 16.2. Commerzbank AG shares Buy 2,047 16.77
16.2. Commerzbank AG shares Buy 2,953 16.78
9.5. Commerzbank AG shares Buy 5,000 16.41
Martin Blessing 16.2. Commerzbank AG shares Buy 3,000 16.82
3.5. Commerzbank AG shares Buy 3,000 16.34
23.5. Commerzbank AG shares Buy 7,500 16.41
Dr. Achim Kassow 16.2. Commerzbank AG shares Buy 2,000 16.84
3.5. Commerzbank AG shares Buy 2,000 16.28
17.11. Commerzbank AG shares Buy 2,500 23.66
Dr. Eric Strutz 16.2. Commerzbank AG shares Buy 2,000 16.79
Nicholas Teller 25.5. Commerzbank AG shares Buy 2,500 16.35



The members of our Supervisory Board will receive
remuneration of €1,394 thousand for the 2005 financial
year (previous year: €1,054 thousand), provided that
the AGM of Commerzbank Aktiengesellschaft resolves
that a dividend of €0.50 be paid per no par-value share.

2005
Supervisory Board members in €1,
Dr. h.c. Martin Kohlhaussen
Uwe Tschage
Hans-Hermann Altenschmidt
Dott. Sergio Balbinot
Herbert Bludau-Hoffmann
Astrid Evers

Uwe Foullong

Daniel Hampel

Dr.-Ing. Otto Happel

Dr. jur. Heiner Hasford

Sonja Kasischke

Wolfgang Kirsch

Werner Malkhoff

Klaus Miller-Gebel

Dr. Sabine Reiner

Dr. Erhard Schipporeit
Dr.-Ing. Ekkehard D. Schulz
Prof. Dr. Jurgen F. Strube

Dr. Klaus Sturany

Dr.-Ing. E.h. Heinrich Weiss
Total

Basic remuneration”

000
108
72
36
36
36
36
36
36
36
36
36
36
36
36
36
36
36
36
36
36
828

NOTES

The remuneration of the members of the Supervisory
Board is regulated by Art. 15 of the articles of association
of Commerzbank Aktiengesellschaft and, in addition to
attendance fees, is divided as follows between the indi-
vidual members:

Committee remuneration Total
in €1,000 in €1,000
72 180
18 90
18 54
18 54
- 36

- 36

- 36

- 36
18 54
18 54
- 36
18 54
18 54
54 90
- 36

- 36

- 36
18 54
- 36
18 54
288 1,116

1) This basic remuneration consists of a fixed portion (roughly 55.6%) and a variable portion dependent on the dividend payment (roughly 44.4%)

Altogether €277 thousand was paid in attendance fees for
participation in the meetings of the Supervisory Board
and its four committees (Presiding, Audit, Risk and Social
Welfare Committees) which met in the year under review;
this represents €1,500 per meeting attended. The turnover
tax of €223 thousand to be paid on the overall remunera-
tion of the members of the Supervisory Board is refunded
by Commerzbank Aktiengesellschaft.

Purchases and disposals of Commerzbank shares and
options by members of the Supervisory Board in excess
of €5,000 overall during a calendar year have to be dis-
closed pursuant to Art. 15a, German Securities Trading
Act-WpHG and the German Corporate Governance Code.
In the 2005 financial year, this applied to the following

transactions:

Day of trade Description of Type of Number of Price
Name 2005 securities transaction units €
Sonja Kasischke 12.4. Commerzbank AG shares Sell 300 17.88
Hans-Hermann Altenschmidt 9.9. Commerzbank AG shares Sell 530 22.50
Daniel Hampel 21.10. Commerzbank AG shares Buy 250 20.80

All told, the Board of Managing Directors and Supervisory Board held no more than 1% of the issued shares and option

rights of Commerzbank Aktiengesellschaft on December 31, 2005.
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On the balance-sheet date, the aggregate amount of advances and loans granted, as well as contingent liabilities, was

as follows:

Board of Managing Directors
Supervisory Board

Members of the Board of Managing Directors have been
granted cash advances and loans with lifetimes ranging
between until further notice and a due date of 2030
and at interest rates ranging between 2.89% and 11.00%.
Collateral security is provided on a normal market scale,
wherever necessary through land charges and pledging
of security holdings. The overall figure (€3,591 thousand)
includes rental guarantees of €23 thousand, provided
without a commission fee being charged; this is in line
with the Bank’s general terms and conditions for mem-
bers of staff.

(90) Share-based payments plans

In accordance with the transitional provisions of IFRS 2,
we have applied the Standard retrospectively to all equity-
settled plans after November 7, 2002, that were unvested
as of January 1, 2005, and to all cash-settled plans existing
onJanuary 1, 2005.

For 2004, the change in accounting policy resulted in
a net decrease in the net profit for the year of €31m. The
balance sheet as of December 31, 2004, has been restated
to reflect recognition of a provision of €45m for cash-
settled plans and a share-based payments reserve
(appearing under Equity) of €6m for equity-settled plans.

For 2005, total expenses of €77m were recognized for
employee services received during the year. The portion of
these expenses arising from equity-settled plans is €4m,
while for cash-settled plans it is €73m. As of December 31,
2005,
amounted to €7m and the provision that was formed
€109m.

the share-based payments reserve in Equity

31.12.2005 31.12.2004
€1,000 €1,000
3,591 4,141
1,601 1,703

The loans and advances to members of the Super-
visory Board - including those to employee representa-
tives on this body - were granted with lifetimes ranging
between until further notice and a due date of 2031 and at
interest rates ranging between 3.04% and 6.57%. In line
with market conditions, some loans were granted without
collateral security, against land charges or against the
assignment of credit balances and life insurances.

In the following, more information is provided on the
long-term performance plans (LTPs) and the staff remu-
neration plans/stock option programmes within the
Jupiter International Group plc (JIG). In addition to the
LTPs and the plans at JIG, further subsidiaries of the
Commerzbank Group offer their staff share-based remu-
neration plans. The overall expenditure for these plans
was €6m in 2005. As of December 31, 2005, provisions of
€8m and a reserve of €2m were recognized in Equity.

Long-term performance plans

As of January 1, 2005, there were five plans outstanding.
The terms and conditions of the LTPs are described in Note
28 of this annual report. Three of these LTP awards were
made prior to November 7, 2002, and in accordance with
the transitional provisions in IFRS 2, the accounting prin-
ciples have not been applied to the portions of the plans
50% of which are equity-settled. A further grant on similar
terms was made to the eligible employee groups on
April 1, 2005.



NOTES

For the equity-settled portion of the LTPs (50%), the estimated fair values (per option right) at the respective grant dates
are as follows:

Type Date of grant Fair value per award at grant date in euros
LTP2003 April 1,2003 28.54
LTP2004 April 1,2004 24.18
LTP2005 April 1,2005 27.46

For the cash-settled portion of the LTPs (50%), the estimated fair values as of December 31, 2005, are as follows:

Type Date of grant Fair value per option right on
31.12.2005 31.12.2004
in euros in euros

LTP2001 April 1, 2001 0.01 0.07
LTP2002 April 1,2002 44.54 10.22
LTP2003 April 1,2003 99.35 93.11
LTP2004 April 1,2004 76.10 25.67
LTP2005 April 1, 2005 62.36 -

Further details on the long-term performance plans — both the equity-settled and the cash-settled plans — outstanding
during the year:

2005 2004
Number of awards Number of awards
Outstanding at beginning of year 771,600 631,000
Granted during the year 222,350 198,550
Forfeited during the year 38,250 57,950
Vested during the year - -
Expired during the year 62,050 -
Outstanding at year-end 893,650 771,600

No awards expired during the year. The remaining expected lives of the awards outstanding at year-end vary from

0.3 yearsto 2.3 years.
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The fair values of the LTP awards are calculated using the Monte Carlo model. The inputs into the model were as

follows:

Equity-settled portion

Parameters at grant date

1.4.2005
Volatility of the
Commerzbank share price 43%
Volatility of the
Euro Stoxx Banks Index 22%
Correlation of Commerzbank
share price to Index 81%
Commerzbank dividend yield 3.7%
Dividend yield of
DJ Euro Stoxx Banks Index 2.2%
Risk-free interest rate 2.7%

1.4.2004

49%

28%

83%
2.6%

2.2%
2.7%

The volatility and the correlation were determined by cal-

culating the historical volatility of Commerzbank's share
price and the Dow Jones Stoxx Banks Index and their cor-
relation over the period up to the date of measurement,
taking into account the remaining expected life of the
awards. A rate of 5% p.a. was assumed for staff turnover.

1.4.2003

47%

28%

80%
2.0%

3.3%
2.8%

Cash-settled portion
Parameters at balance-sheet date
31.12.2005 31.12.2004

23%-29% 14%-43%

10%-12% 6%-21%

40%-80%
1.6%-3.3%

57%-68%
1.9%-2.4%

2.3% 2.3%
2.7%-2.8% 2.0%-2.6%

For 2005, the expenses recognized for the services
performed by staff amounted to €15m. The portion of the
expenses related to equity-settled plans is €3m and that
related to cash-settled plans €12m. As of December 31,
2005, the reserve (in Equity) for equity-based plans was
€5m and the provision which had been formed €20m.



Staff remuneration/share option plans of Jupiter International Group

As of January 1, 2005, there were four plans outstanding.
The terms and conditions of these are described in
Note 28 of this annual report. Two further plans on similar

Details of the plans outstanding during the year:

Outstanding at beginning of year
Granted during the year
Forfeited during the year
Exercised during the year
Expired during the year
Outstanding at year-end
Exercisable at year-end

Number of

awards

21,057,999
5,679,235
940,264
4,574,384
21,222,586
4,503,147

2005
Weighted
average
exercise price

in euros

3.57

7.66

5.14

2.02

4.93

2.02

recognized as cash-settled.

Number of

awards

16,011,019
5,046,980

21,057,999
4,616,416

NOTES

terms were offered to the eligible employee groups on
May 6, 2005. In accordance with IFRS 2, all the plans are

2004
Weighted
average
exercise price
in euros
3.13
5.00

3.58
2.02

The weighted average fair value of D and E options/awards granted during the year was €4.95 (2004: €3.73). The share

value on the exercise date for the C shares exercised in 2005 was €7.12.

The following table provides details on the awards outstanding at year-end, dependent upon the respective exercise

prices for the awards/options:

Exercise price in euros
Number of outstanding awards

Weighted average fair value in euros

Weighted average remaining contractual life

2.02
5,370,969
7.83
1year

4.99 7.66
10,342,382 5,509,235
6.45 4.95

2.1 years 3.7 years

The fair values of the plans are calculated at each balance-sheet date, using an actuarial binominal model. The inputs

into the model were as follows:

C share value (in euros)

D and E share value (in euros)
Expected volatility (in %)
Risk-free interest rate (in %)

As Jupiter is not a listed company, no historical volatility
is available. Volatility has been assumed, therefore, on
the basis of an average historical volatility of comparable

2005
10.30
11.10

33.0
4.2

listed shares and for the expected remaining life of the

options.

2004
7.12
7.68
44.0

4.3-45

In 2005, the expenses recognized for the services per-
formed by staff amounted to €66m. As of December 31,
2005, the provision which had been formed was €81m.
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(91) Other commitments

Commitments towards companies both outside the
Group and not included in the consolidation for uncalled
payments on shares in private limited-liability companies
issued but not fully paid amount to €2m (previous year:
€4m).

The Bank is responsible for the payment of assess-
ments of up to €173m to Liquiditats-Konsortialbank (Liko)
GmbH, Frankfurt am Main, the "lifeboat” institution of the
German banking industry. The individual banking asso-
ciations have also declared themselves responsible for
the payment of assessments to Liko. To cover such assess-
ments, Group companies have pledged to Liko that they
will meet any payment in favour of their respective asso-
ciations.

Under Art. 5, (10) of the statutes of the German banks’
Deposit Insurance Fund, we have undertaken to indem-
nify the Association of German Banks, Berlin, for any
losses incurred through support provided for banks in
which Commerzbank holds a majority interest.

Obligations towards futures and options exchanges
and also towards clearing centres, for which securities
have been deposited as collateral, amount to €802m (pre-
vious year: €1,235m).

Our subsidiaries Caisse Centrale de Réescompte S.A.,
Paris, and COMINVEST Asset Management S.A., Luxem-
bourg, have provided performance guarantees for
selected funds.

The Group's existing obligations arising from rental
and leasing agreements — buildings, office furniture and
equipment — will lead to expenses of €261m in 2006,
€187m per year in 2007-2009, and €179m as from 2010.



(92) Letter of comfort

NOTES

In respect of the subsidiaries listed below and included in the consolidated financial statements of our Bank, we ensure

that, except in the case of political risks, they are able to meet their contractual liabilities.

Name

BRE Bank Hipoteczny SA

BRE Bank SA

BRE Leasing Sp. z o0.0.

Caisse Centrale de Réescompte, S.A.

CCR Actions

CCR Chevrillon-Philippe

CCR Gestion

comdirect bank Aktiengesellschaft
COMINVEST Asset Management GmbH
COMINVEST Asset Management Ltd.
COMINVEST Asset Management S.A.
Commerz (East Asia) Ltd.

Commerz Advisory Management Co. Ltd.
Commerz Asset Management (UK) plc
Commerz Asset Management Asia Pacific Pte Ltd.
Commerz Equity Investments Ltd.

Commerz International Capital Management (Japan) Ltd.
Commerzbank (Eurasija) SAO

Commerzbank (South East Asia) Ltd.
Commerzbank (Switzerland) Ltd
Commerzbank Asset Management Asia Ltd.
Commerzbank Belgium S.A./N.V.
Commerzbank Capital Markets Corporation
Commerzbank Europe (Ireland)
Commerzbank Europe Finance (Ireland) plc
Commerzbank International S.A.
Commerzbank Overseas Finance N.V.
Commerzbank Rt.*’

CommerzLeasing und Immobilien AG

Erste Europaische Pfandbrief- und Kommunalkreditbank Aktiengesellschaft in Luxemburg
European Bank for Fund Services GmbH (ebase)
Gracechurch TL Ltd.

Hypothekenbank in Essen AG

Intermarket Bank AG

Jupiter Administration Services Limited
Jupiter Asset Management (Asia) Limited
Jupiter Asset Management (Bermuda) Limited
Jupiter Asset Management Limited

Jupiter Asset Managers (Jersey) Limited
Jupiter International Group plc

Jupiter Unit Trust Managers Limited

*) renamed Commerzbank Zrt. as from January 2, 2006

Seat
Warsaw
Warsaw
Warsaw
Paris

Paris

Paris

Paris
Quickborn
Frankfurt am Main
Dublin
Luxembourg
Hong Kong
British Virgin Islands
London
Singapore
London
Tokyo
Moscow
Singapore
Zurich
Singapore
Brussels
New York
Dublin
Dublin
Luxembourg
Curagao
Budapest
Disseldorf
Luxembourg
Haar near Munich
London
Essen
Vienna
London
Hong Kong
Bermuda
London
Jersey
London
London
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Name Seat
OLEANDRA Grundstlicks-Vermietungsgesellschaft mbH&Co., Objekt Jupiter KG Disseldorf
OLEANDRA Grundstlicks-Vermietungsgesellschaft mbH&Co., Objekt Luna KG Dusseldorf
OLEANDRA Grundstiicks-Vermietungsgesellschaft mbH&Co., Objekt Neptun KG Disseldorf
OLEANDRA Grundstlicks-Vermietungsgesellschaft mbH&Co., Objekt Pluto KG Dusseldorf
OLEANDRA Grundstiicks-Vermietungsgesellschaft mbH&Co., Objekt Uranus KG Dusseldorf
OLEANDRA Grundstlicks-Vermietungsgesellschaft mbH&Co., Objekt Venus KG Disseldorf
PT. Bank Finconesia Jakarta
Stampen S.A. Brussels
Transfinance a.s. Prague
Tyndall Holdings Limited London
Tyndall International Holdings Limited Bermuda
Tyndall Investments Limited London
Tyndall Trust International I.0.M. Limited Isle of Man

(93) Corporate Governance Code

We have issued our declaration of compliance with the German Corporate Governance Code pursuant to Art. 161,
German Stock Corporation Act — AktG and made it available to shareholders on the internet (www.commerzbank.com).



Boards of Commerzbank Aktiengesellschaft

Supervisory Board

Dr. Walter Seipp
Honorary Chairman

Dr. h.c. Martin Kohlhaussen

Chairman

Uwe Tschage*
Deputy Chairman

Hans-Hermann Altenschmidt*’

Dott. Sergio Balbinot

Herbert Bludau-Hoffmann®

Astrid Evers®

Uwe Foullong®

Daniel Hampel*'

Dr.-Ing. Otto Happel

*) elected by the Bank’s employees

Dr. jur. Heiner Hasford

Sonja Kasischke®’

Wolfgang Kirsch*

Werner Malkhoff*’

Klaus Miller-Gebel

Dr. Sabine Reiner*’

Dr. Erhard Schipporeit

Dr.-Ing. Ekkehard D. Schulz

Prof. Dr. Jurgen F. Strube

Dr. Klaus Sturany

Dr.-Ing. E.h. Heinrich Weiss

NOTES

Board of Managing Directors

Klaus-Peter Miiller
Chairman

Martin Blessing

Wolfgang Hartmann

Dr. Achim Kassow

Andreas de Maiziére
(until July 15, 2005)

Klaus M. Patig

Dr. Eric Strutz

Nicholas Teller
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Holdings in affiliated and other companies

Affiliated companies included in the consolidation

Name

Atlas-Vermogensverwaltungs-
Gesellschaft mbH

ATBRECOM Limited
BRE Bank Hipoteczny SA

TOMO Vermogensverwaltungs-
gesellschaft mbH

Zweite Umbra Vermdgensverwaltungs-
gesellschaft mbH

CB Building Kirchberg GmbH*'
Commerz (East Asia) Ltd.
Commerz Asset Management (UK) plc

Jupiter International Group plc (sub-group)
Jupiter Asset Management Limited

Jupiter Unit Trust Managers Limited
Tyndall Holdings Limited
Jupiter Administration Services Limited
Tyndall Investments Limited
Tyndall International Holdings Limited
Jupiter Asset Management (Asia) Limited
Jupiter Asset Management (Bermuda)
Limited
Jupiter Asset Managers (Jersey) Limited
Tyndall Trust International I.O.M. Limited
Real Estate Holdings Limited**’
Lanesborough Limited
NALF Holdings Limited
The New Asian Property Fund Limited
Commerz Asset Management Holding GmbH

COMINVEST Asset Management GmbH

COMINVEST Asset Management Ltd.

COMINVEST Asset Management S.A.

Commerz Asset Management Asia Pacific Pte Ltd.
Commerz Advisory Management Co. Ltd.
Commerzbank Asset Management Asia Ltd.
Commerz International Capital Management
(Japan) Ltd.

European Bank for Fund Services GmbH (ebase)

CBG Commerz Beteiligungsgesellschaft Holding mbH

CBG Commerz Beteiligungsgesellschaft mbH

CBG Commerz Beteiligungskapital GmbH*'

Commerz Business Consulting AG
Commerz Equity Investments Ltd.

Seat Share of
capital held

in %

Bad Homburg v.d.H. 100.0
London 100.0
Warsaw 100.0
Frankfurt am Main 100.0
Frankfurt am Main 100.0
Disseldorf 100.0
Hong Kong 100.0
London 100.0
London 100.0
London 100.0
London 100.0
London 100.0
London 100.0
London 100.0
Bermuda 100.0
Hong Kong 100.0
Bermuda 100.0
Jersey 100.0
Isle of Man 100.0
Bermuda 100.0
Bermuda 55.7
Bermuda 100.0
Bermuda 99.4
Frankfurt am Main 100.0
Frankfurt am Main 100.0
Dublin 100.0
Luxembourg 100.0
Singapore 100.0
British Virgin Islands 100.0
Singapore 100.0
Tokyo 100.0
Haar near Munich 100.0
Bad Homburg v.d.H. 100.0
Frankfurt am Main 100.0
Frankfurt am Main 100.0
Frankfurt am Main 100.0
London 100.0

of which:
indirectly
in %

100.0
100.0
100.0

100.0

6.0

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

100.0
100.0
100.0
55.7
100.0
99.4

100.0
100.0
100.0
100.0
100.0
100.0
100.0

100.0

100.0
100.0

Equity

in 1,000

€ 1,006,924
€ 758
VAl 165,395
€ 22,778
€ 51
€ -647
€ 45,245
£ 180,495
£ 190,613
€ 415,000
€ 47,001
€ 3,827
€ 73,205
S$ 22,733
TWD 615,730
S$ 43,658
¥ 567,434
€ 22,231
€ 6,137
€ 13,318
€ 1,138
€ 2,375
£ 1,120
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Affiliated companies included in the consolidation

Name Seat Share of  of which: Equity
capital held indirectly in 1,000
in % in %

Commerz Grundbesitzgesellschaft mbH Wiesbaden 100.0 € 138,344
Commerz Grundbesitz-Investmentgesellschaft mbH  Wiesbaden 75.0 75.0 € 34,705
Commerz Grundbesitz-Spezialfondsgesellschaft mbH Wiesbaden 100.0 100.0 € 7,486

Commerz Securities (Japan) Company Ltd. i.L. Hong Kong/Tokyo 100.0 ¥ 5,281,265

Commerz Service Gesellschaft fir Quickborn 100.0 € 26

Kundenbetreuung mbH

Commerzbank (Eurasija) SAO Moscow 100.0 Rbl 4,385,634

Commerzbank (Nederland) N.V. Amsterdam 100.0 € 180,153

Commerzbank (South East Asia) Ltd. Singapore 100.0 € 56,372

Commerzbank Auslandsbanken Holding AG Frankfurt am Main 100.0 € 2,505,125
BRE Bank SA (sub-group) Warsaw 71.5 71.5 ZI 2,108,470

BRE Finance France SA*’ Levallois Perret 100.0 100.0
BRE Leasing Sp. z o.0. Warsaw 100.0 100.0
Dom Inwestycyjny BRE Banku SA* Warsaw 100.0 100.0
Intermarket Bank AG Vienna 56.2 56.2
Magyar Factor Rt.*’ Budapest 100.0 100.0
Polfactor SA* Warsaw 100.0 100.0
PTE Skarbiec — Emerytura SA Warsaw 100.0 100.0
Skarbiec Asset Management Holding SA Warsaw 100.0 100.0
(sub-group)
BRE Agent Transferowy Sp. zo0.0.* Warsaw 100.0 100.0
SKARBIEC Towarzystwo Funduszy Warsaw 100.0 100.0
Inwestycyjnych S.A.*
SKARBIEC Investment Management SA* Warsaw 100.0 100.0
SKARBIEC Serwis Finansowy Sp. z0.0.* Warsaw 100.0 100.0
Transfinance a.s. Prague 100.0 100.0
Caisse Centrale de Réescompte, S.A. Paris 99.4 994 € 172,879
CCR Actions Paris 92.6 926 € 6,342
CCR Chevrillon-Philippe Paris 87.0 87.0 € 4,141
CCR Gestion Paris 100.0 100.0 € 7,898
Commerzbank (Switzerland) Ltd Zurich 100.0 100.0 Sfr. 203,441
Commerzbank International S.A. Luxembourg 100.0 100.0 € 754,739
Max Lease S.a.r.l. & Cie. Secs*’ Luxembourg 100.0 100.0 € 154

Commerzbank Belgium S.A./N.V. Brussels 100.0 € 8,238

Commerzbank Capital Markets Corporation New York 100.0 US$ 181,129

Commerzbank Europe (Ireland) Dublin 61.0 41.0 € 532,325
Commerzbank Europe Finance (Ireland) plc Dublin 100.0 100.0 € 49

Commerzbank Immobilien- und Vermogens- Frankfurt am Main 100.0 € 10,030

verwaltungsgesellschaft mbH

Commerzbank Inlandsbanken Holding AG Frankfurt am Main 100.0 € 3,843,258
comdirect bank Aktiengesellschaft Quickborn 79.9 799 € 578,145

comdirect private finance AG Quickborn 100.0 100.0
Commerzbank Overseas Finance N.V. Curacao 100.0 € 1,050
Commerzbank Rt.***) Budapest 100.0 Ft. 17,846,930

Commerzbank U.S. Finance, Inc.* Wilmington/Delaware 100.0 USs$ 783
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Affiliated companies included in the consolidation

Name Seat Share of of which: Equity
capital held indirectly in 1,000
in % in %

CommerzLeasing und Immobilien AG Disseldorf 100.0 945 € 86,823
ALMURUS Grundstticks-Vermietungsgesellschaft mbH*' Diisseldorf 100.0 100.0 € 9,004
ASTRIFA Mobilien-Vermietungsgesellschaft mbH Dusseldorf 100.0 100.0 € 25
CFB Commerz Fonds Beteiligungsgesellschaft mbH Dusseldorf 100.0 100.0 € 26
CFB Verwaltung und Treuhand GmbH Disseldorf 100.0 100.0 € 26
COBA Vermdégensverwaltungsgesellschaft mbH Dusseldorf 100.0 100.0 € 26
Commerzimmobilien GmbH Duisseldorf 100.0 100.0 € 12,936
CommerzBaucontract GmbH Dusseldorf 100.0 100.0 € 52
CommerzBaumanagement GmbH Disseldorf 100.0 100.0 € 52
CommerzBaumanagement GmbH und Disseldorf 100.0 100.0 € 414
CommerzlmmobilienGmbH GbR - Neubau Molegra
CommerzLeasing Mobilien GmbH Disseldorf 100.0 100.0 € 8,349

CommerzLeasing Auto GmbH Dusseldorf 100.0 100.0 € 281

CommerzLeasing Mietkauf GmbH Disseldorf 100.0 100.0 € 26

Hansa Automobil Leasing GmbH Hamburg 100.0 100.0 € 7,488
ComSystems GmbH Disseldorf 98.0 98.0 € -2,317
FABA Vermietungsgesellschaft mbH Dusseldorf 95.0 95.0 € -567
NESTOR GVG mbH & Co. Objekt ITTAE Frankfurt KG Diisseldorf 100.0 95.0 € -2,933
NORA GVG mbH & Co. Objekt Lampertheim KG* Diisseldorf 95.0 95.0 € -765
NORA GVG mbH & Co. Objekte PI6n und Preetz KG*' Diisseldorf 90.0 90.0 € -850
NOVELLA GVG mbH Disseldorf 100.0 100.0 € 8,960
SECUNDO GVG mbH Dusseldorf 100.0 100.0 € 3,144

CORECD Commerz Real Estate Berlin 100.0 € 1,000

Consulting and Development GmbH

Erste Europaische Pfandbrief- und Kommunal- Luxembourg 75.0 € 69,962

kreditbank Aktiengesellschaft in Luxemburg

Gracechurch TL Ltd. London 100.0 € 772

Hibernia Eta Beteiligungsgesellschaft mbH*’ Frankfurt am Main 85.0 € 51,172

Hibernia Gamma Beteiligungsgesellschaft mbH*’ Frankfurt am Main 100.0 € 169,030

Hypothekenbank in Essen AG Essen 51.0 € 801,651
TIGNATO Beteiligungsgesellschaft mbH & Co. Dusseldorf 100.0 100.0 € 1,617
KoInTurm MediaPark KG*'

OLEANDRA Grundstiicks-Vermietungsgesellschaft Dusseldorf 100.0 € 17,400

mbH&Co., Objekt Jupiter KG

OLEANDRA Grundstlicks-Vermietungsgesellschaft Disseldorf 100.0 € 2,582

mbH&Co., Objekt Luna KG

OLEANDRA Grundstiicks-Vermietungsgesellschaft Dusseldorf 100.0 € 9,319

mbH&Co., Objekt Neptun KG

OLEANDRA Grundstiicks-Vermietungsgesellschaft Dusseldorf 100.0 € 16,551

mbH&Co., Objekt Pluto KG

OLEANDRA Grundstlicks-Vermietungsgesellschaft Dusseldorf 100.0 € 26,578

mbH&Co., Objekt Uranus KG

OLEANDRA Grundstiicks-Vermietungsgesellschaft Disseldorf 100.0 € 13,675

mbH&Co., Objekt Venus KG

PT. Bank Finconesia Jakarta 51.0 Rp. 212,649,238

Service-Center Inkasso GmbH Dusseldorf Dusseldorf 100.0 € 128

Stampen S.A. Brussels 99.4 € 11,248

*) first consolidated in 2005; **) renamed: “"Tyndall International Group Limited” has been transformed into “Real Estate Holdings Limited”;
**%*) renamed Commerzbank Zrt. as from January 2, 2006



Associated companies included in the consolidation at equity

Name

Alon Technology Ventures Limited
Capital Investment Trust Corporation

Commerz Unternehmensbeteiligungs-
Aktiengesellschaft

COMUNITHY Immobilien AG
Deutsche Schiffsbank Aktiengesellschaft
Eurohypo Aktiengesellschaft

ILV Immobilien-Leasing Verwaltungs-
gesellschaft Disseldorf mbH

Prospect Poland UK, L.P.

Reederei MS ,E.R. INDIA”
Beteiligungsgesellschaft mbH & Co.KG*’

Tele-Tech Investment Sp. z 0.0.*

*) first included in 2005

Seat Share of
capital held

in &

British Virgin Islands 40.1
Taipei/Taiwan 24.0
Frankfurt am Main 40.0
Dusseldorf 49.9
Bremen/Hamburg 40.0
Eschborn 48.9
Dusseldorf 50.0
St. Helier/Jersey 39.5
Hamburg 26.1
Warsaw 24.0

of which:
indirectly
in %

40.1

4.8

49.9
40.0
48.9
47.0

1.6
26.1

24.0

TWD

a o o M

us$

ZI

NOTES F-177

Equity
in 1,000

9,857
1,520,838
116,761

-8,780
413,905
5,692,292
29,983

1,423
15,657

994

Special-purpose entities and non-publicly-offered funds included in the consolidation pursuant to IAS 27 and SIC-12

Name

Special-purpose entities
Al Shorouq 1 Limited*’
CB MezzCAP Limited Partnership*’
Comas Strategy Fund Limited®’
Four Winds Funding Corporation
Hanging Gardens 1 Limited
Kaiserplatz Gesellschaften
Kaiserplatz Holdings Incorporated*’
Kaiserplatz Funding (Delaware) LLC*’
Kaiserplatz Holdings Limited*’
Kaiserplatz Funding Limited®
Kaiserplatz Sub-Holdings Limited*’

Seat/
seat of
management

company

St. Helier/Jersey

St. Helier/Jersey
Grand Cayman
Wilmington/Delaware
Grand Cayman

Wilmington/Delaware
Wilmington/Delaware
St. Helier/Jersey
St. Helier/Jersey
St. Helier/Jersey

Kaiserplatz Purchaser No. 2 Limited*’
Kaiserplatz Purchaser No. 3 Limited*’
Kaiserplatz Purchaser No. 4 Limited*’
Kaiserplatz Purchaser No. 5 Limited*’
Kaiserplatz Purchaser No. 6 Limited®’
Kaiserplatz Purchaser No. 9 Limited®
Kaiserplatz Purchaser No. 10 Limited®
Kaiserplatz Purchaser No. 11 Limited*’
Kaiserplatz Purchaser No. 13 Limited®

*) first consolidated in 2005

St.
St.
St.
St.
St.
St.
St.
St.
St.

Helier/Jersey
Helier/Jersey
Helier/Jersey
Helier/Jersey
Helier/Jersey
Helier/Jersey
Helier/Jersey
Helier/Jersey
Helier/Jersey

Share of capital

held or share of

investor in fund

in %

0.0
0.0
0.0
0.0
0.0
0.0

us$
uss$

Equity
or fund’s
assets

in 1,000

326

4,054
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NOTES

Special-purpose entities and non-publicly-offered funds included in the consolidation pursuant to IAS 27 and SIC-12

Name

MidCABS Limited*’

Premium Receivables Intermediate
Securisation Entity Funding Limited*

Mainz Holdings Limited*’
Sword Funding No. 1 Limited*’

KREATIV 1 Limited*
Plymouth Capital Limited
Portland Capital Limited*’
Ryder Square Limited*’
Shannon Capital plc*
Non-publicly-offered funds
Activest Grugafonds
CDBS-Cofonds
CDBS-Cofonds Il
CDBS-Cofonds III*
CDBS-Cofonds IV*
OP-Fonds CDBS V*
CICO-Fonds |
CICO-Fonds Il
Commerzbank Alternative Strategies-Global Hedge
DBI-Fonds HIE 1
DBI-Fonds HIE 2*
DBI-Fonds HIE 3%
DEGEF-Fonds HIE 1
DEGEF-Fonds HIE 2%
DEVIF-Fonds Nr. 533
DEVIF-Fonds Nr. 606*'
HIE-Cofonds |
HIE-Cofonds I
HIE-Cofonds IlI-N*’
HIE-Cofonds IV-N*!
HIE-Cofonds V-N*'

*) first consolidated in 2005

Seat/

seat of
management
company

St. Helier/Jersey
London

St. Helier/Jersey
St. Helier/Jersey
St. Helier/Jersey
St. Helier/Jersey
St. Helier/Jersey
St. Helier/Jersey
Dublin

Munich
Frankfurt am Main
Frankfurt am Main
Frankfurt am Main
Frankfurt am Main
Frankfurt am Main
Frankfurt am Main
Frankfurt am Main
Luxembourg
Frankfurt am Main
Frankfurt am Main
Frankfurt am Main
Frankfurt am Main
Frankfurt am Main
Frankfurt am Main
Frankfurt am Main
Frankfurt am Main
Frankfurt am Main
Frankfurt am Main
Frankfurt am Main
Frankfurt am Main

Share of capital
held or share of
investor in fund

in %

0.0
0.0
0.0
0.0
0.0

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

a M mHod

ab o o o o o DM

Equity
or fund'’s
assets

in 1,000

45
10

106,463
106,703

99,988
102,038

89,905

90,363
186,880
250,521

59,278
116,588
109,915
109,851
116,407
100,000
110,267
109,000
115,993
118,482
111,376
111,380
111,396



Other major companies not included in the consolidation

Name Seat Share of of which:
capital held indirectly
in % in %

ALNO Aktiengesellschaft Pfullendorf 20.6

Currency translation rates

(in units for €1)

Ft. 252.87000
¥ 138.90000
£ 0.68530
Rbl 33.92000
Rp. 11,5696.45000

Frankfurt am Main, March 7, 2006
The Board of Managing Directors

Sfr.
S$
TWD
Us$
VA|

NOTES

Equity
in 1,000

31,068

1.55510
1.96280
38.86000
1.17970
3.86000
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group auditors’ report

We have audited the consolidated financial state-
ments prepared by Commerzbank Aktiengesellschaft,
Frankfurt am Main, comprising the balance sheet, the
income statement, statement of changes in equity,
cash flow statement and the notes to the consolidated
financial statements, together with the group manage-
ment report for the business year from January 1 to
December 31, 2005. The preparation of the consoli-
dated financial statements and the group manage-
ment report in accordance with the IFRSs, as adopted
by the EU, and the additional requirements of German
commercial law pursuantto § (Article) 315a Abs. (para-
graph) 1 HGB ("Handelsgesetzbuch”: German Com-
mercial Code) are the responsibility of the Parent
Company’s Board of Managing Directors. Our respon-
sibility is to express an opinion on the consolidated
financial statements and on the group management
report based on our audit.

We conducted our audit of the consolidated finan-
cial statements in accordance with § 317 HGB and Ger-
man generally accepted standards for the audit of
financial statements promulgated by the Institut der
Wirtschaftsprifer (Institute of Public Auditors in Ger-
many) (IDW) and additionally observed the Inter-
national Standards on Auditing (ISA). Those standards
require that we plan and perform the audit such that
misstatements materially affecting the presentation of
the net assets, financial position and results of ope-
rations in the consolidated financial statements in
accordance with the applicable financial reporting
framework and in the group management report are
detected with reasonable assurance. Knowledge of
the business activities and the economic and legal
environment of the Group and expectations as to
possible misstatements are taken into account in the
determination of audit procedures. The effectiveness
of the accounting-related internal control system and
the evidence supporting the disclosures in the con-
solidated financial statements and the group manage-
ment report are examined primarily on a test basis
within the framework of the audit. The audit includes
assessing the annual financial statements of those

entities included in consolidation, the determination
of the entities to be included in consolidation, the
accounting and consolidation principles used and sig-
nificant estimates made by the Company’s Board of
Managing Directors, as well as evaluating the overall
presentation of the consolidated financial statements
and the group management report. We believe that
our audit provides a reasonable basis for our opinion.

Our audit has not led to any reservations.

In our opinion based on the findings of our audit
the consolidated financial statements comply with the
IFRSs as adopted by the EU, the additional require-
ments of German commercial law pursuant to § 315a
Abs. 1 HGB and give a true and fair view of the net
assets, financial position and results of operations
of the Group in accordance with these requirements.
The group management report is consistent with the
consolidated financial statements and as a whole
provides a suitable view of the Group's position and
suitably presents the opportunities and risks of future
development.

Frankfurt am Main, March 8, 2006

PricewaterhouseCoopers
Aktiengesellschaft
Wirtschaftsprifungsgesellschaft

Steinrick
(Wirtschaftsprifer)
(German public auditor)

Rausch
(Wirtschaftsprufer)
(German public auditor)
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Financial statements of the Commerzbank Group 2004 (audited)
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financial statementis in accordance with interna-
tional accounting standards (ias) | international
financial reporting standards (ifrs) for the
commerzbank group as of december 31, 2004

Income statement F-185
Earnings per share F-186
Balance sheet F-187
Statement of changes in equity F-188
Changes in minority interests F-189
Cash flow statement F-190
Notes
Consolidated accounting principles F-192
Accounting and (1) Basic principles F-192
measurement methods (2) Changes in the method of disclosure F-193
(3) IAS, SIC and GASB rules applied F-193
(4) Consolidated companies F-195
(5) Principles of consolidation F-196
(6) Financial instruments: recognition and measurement (IAS 39) F-197
(7) Currency translation F-199
(8) Offsetting F-200
(9) Cash reserve F-200
(10) Claims F-200
(11) Provision for possible loan losses F-200
(12) Genuine repurchase agreements and securities-lending transactions F-200
(13) Positive fair values from derivative hedging instruments F-201
(14) Assets held for dealing purposes F-201
(15) Investments and securities portfolio F-201
(16) Intangible assets F-201
(17) Fixed assets F-201
(18) Leasing F-202
(19) Liabilities to banks and customers and also
Securitized liabilities F-202
(20) Negative fair values from derivative hedging instruments F-202
(21) Liabilities from dealing activities F-203
(22) Provisions for pensions and similar commitments F-203
(23) Other provisions F-204
(24) Taxes on income F-204
(25) Subordinated capital F-204
(26) Trust business F-204
(27) Treasury shares F-204
(28) Staff remuneration plans F-204

Major differences in accounting,
measurement and consolidation methods:
IAS/IFRS compared with HGB F-207



Notes
Notes to the
Income Statement

Notes to the
Balance Sheet

Assets

Liabilities

(29)
(30)
(31)
(32)
(33)
(34)

(35)
(36)
(37)
(38)
(39)
(40)
(41)
(42)
(43)

(44)
(45)
(46)
(47)

(48)
(49)
(50)
(51)
(52)
(53)
(54)
(55)
(56)
(57)
(58)
(59)
(60)
(61)
(62)
(63)
(64)
(65)
(66)
(67)
(68)
(69)
(70)
(71)

Net interest income

Provision for possible loan losses
Net commission income

Net result on hedge accounting
Trading profit

Net result on investments and securities portfolio
(available for sale)

Operating expenses

Other operating result

Regular amortization of goodwill
Restructuring expenses

Expenses arising from special factors
Taxes on income

Basic earnings per share
Cost/income ratio

Segment reporting

Cash reserve

Claims on banks

Claims on customers

Claims on and liabilities to subsidiaries

and equity investments

Total lending

Provision for possible loan losses

Positive fair values from derivative hedging instruments
Assets held for dealing purposes

Investments and securities portfolio

Intangible assets

Fixed assets

Changes in book value of fixed assets and investments
Tax assets

Other assets

Liabilities to banks

Liabilities to customers

Securitized liabilities

Negative fair values from derivative hedging instruments
Liabilities from dealing activities

Provisions

Tax liabilities

Other liabilities

Subordinated capital

Hybrid capital

Equity structure

Conditional capital

Authorized capital

The Bank’s foreign-currency position

OVERVIEW

F-209
F-209
F-210
F-210
F-210

F-211
F-211
F-212
F-213
F-213
F-213
F-214
F-215
F-215
F-216

F-225
F-225
F-225

F-226
F-226
F-227
F-229
F-229
F-230
F-231
F-231
F-232
F-233
F-233
F-234
F-234
F-235
F-236
F-237
F-237
F-239
F-239
F-240
F-241
F-242
F-244
F-245
F-246

F-183
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Notes
Notes to
financial instruments

Other notes

(72)
(73)
(74)
(75)
(76)
(77)
(78)
(79)

(80)
(81)
(82)
(83)
(84)
(85)
(86)

(87)
(88)
(89)

(90)
(91)
(92)
(93)

Derivative transactions

Use made of derivative financial instruments
Market risk arising from trading activities
Interest-rate risk

Concentration of credit risk

Assets pledged as security

Maturities, by remaining lifetime

Fair value of financial instruments

Subordinated assets

Off-balance-sheet commitments

Volume of managed funds

Genuine repurchase agreements (repo and reverse repo transactions)
Securities-lending transactions

Trust transactions at third-party risk

Risk-weighted assets and capital ratios as
defined by the Basel Capital Accord (BIS)
Liquidity ratio of Commerzbank AG (Principle Il)
Securitization of credits

Average number of staff employed by the Bank
during the year

Remuneration and loans to board members
Other commitments

Letter of comfort

Corporate Governance Code

Boards of Commerzbank Aktiengesellschaft

Holdings in consolidated companies

Group auditors’ report

F-247
F-250
F-251
F-251
F-252
F-253
F-254
F-255

F-256
F-256
F-257
F-258
F-258
F-259

F-259
F-261
F-262

F-263
F-263
F-266
F-267
F-268

F-269
F-270

F-275



income statemeni

1.1.-31.12.2004

Notes €m
Interest received 11,352
Interest paid 8,361
Net interest income (29) 2,991
Provision for possible loan losses (11, 30, 49) -836
Net interest income after provisioning 2,155
Commissions received 2,587
Commissions paid 337
Net commission income (31) 2,250
Net result on hedge accounting (32) 6
Trading profit (33) 539
Net result on investments and
securities portfolio (available for sale) (34) 361
Operating expenses (35) 4,461
Other operating result (36) 193
Operating profit 1,043
Regular amortization of goodwill (37) 83
Profit from ordinary activities
before restructuring expenses and
expenses arising from special factors 960
Restructuring expenses (38) 132
Expenses arising from special factors (39) -
Profit from ordinary activities
after restructuring expenses and
expenses arising from special factors 828
Extraordinary profit -
Pre-tax profit 828
Taxes on income (40) 353
After-tax profit 475
Profit/loss attributable
to minority interests -82

Net profit/net loss (41) 393

1.1.-31.12.2003
€m
11,767
8,991
2,776
-1,084
1,692
2,505
369
2,136
40

737

291
4,511
174
559
110

449
104
2,325

-1,980
-1,980

249
-2,229

-2,320

Change
in %
-3.5
-7.0

7.7
-22.9
27.4
3.3
-8.7
5.3
-85.0
-26.9

24.1
-1.1
10.9
86.6
-24.5

26.9

F-185



F-186 INCOME STATEMENT

Appropriation of profit 2004 2003 Change
€m €m in %

Net profit/net loss 393 -2,320

Allocation to retained earnings/

Transfer from capital reserve -243 2,320

Consolidated profit 150 0

The consolidated profit represents the distributable profit  paid from the net profit. With 598,586,929 shares issued,
of Commerzbank Aktiengesellschaft. The proposal will be  this translates into an overall payout of €150m. Last year,
made to the AGM that a dividend of €0.25 per share be no dividend payment was made.

Basic earnings per share 2004 2003 Change
Notes € € in %
Earnings/loss per share (41) 0.66 -4.26

The calculation of the earnings/loss per share according to IAS is based on the net profit or the net loss, with minority
interests not taken into consideration. There were no diluted earnings per share since — as in the previous year—no con-
version or option rights were outstanding.



balance sheet

Assets

Cash reserve

Claims on banks

Claims on customers

Provision for possible loan losses

Positive fair values from
derivative hedging instruments

Assets held for dealing purposes
Investments and securities portfolio
Intangible assets

Fixed assets

Tax assets

Other assets

Total

Liabilities and equity

Liabilities to banks
Liabilities to customers
Securitized liabilities

Negative fair values from
derivative hedging instruments

Liabilities from dealing activities
Provisions
Tax liabilities
Other liabilities
Subordinated capital
Minority interests
Equity
Subscribed capital
Capital reserve
Retained earnings
Revaluation reserve
Measurement of cash flow hedges
Reserve from currency translation
Consolidated profit
Total

Notes

(9, 44)

(10, 45, 47, 48)
(10, 46, 47, 48)
(11, 49)

(13, 50)

(14, 51)

(15, 48, 52, 55)
(16, 53, 55)
(17,18, 54, 55)
(24, 56)

(57)

Notes

(19, 47, 58)
(19, 47, 59)
(19, 60)

(20, 61)
(21, 62)
(22, 23, 63)
(24, 64)
(65)

(25, 66)

(27, 68, 69, 70)
(68)

(68)

(68)

(15, 68)

(6, 68)

(7,68)

31.12.2004
€m

4,888
79,359
135,625
-5,305

3,920
102,081
94,207
801
1,766
5,811
1,726
424,879

31.12.2004
€m
115,430
105,064
87,250

8,653
80,006
3,357
3,893
1,280
8,876
1,269
9,801
1,546
4,475
3,433
1,603
-1,214
-192
150
424,879
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31.12.2003 Change
€m in %
7,429 -34.2
51,657 53.6
138,438 -2.0
-5,510 -3.7
2,552 53.6
87,628 16.5
87,842 7.2
802 -0.1
2,063 -14.4
6,038 -3.8
2,646 -34.8
381,585 11.3
31.12.2003 Change
€m in %
95,249 21.2
100,000 5.1
83,992 3.9
5,932 45.9
67,014 19.4
3,307 1.5
4,495 -13.4
1,881 -32.0
9,411 -5.7
1,213 4.6
9,091 7.8
1,545 0.1
4,475 0.0
3,286 4.5
1,240 29.3
-1,236 -1.8
-219 -12.3

0
381,585 11.3
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statement of changes in equily

Sub- Capital Retained Reval- Valuation Reserve Consoli- Total
scribed reserve earnings uation of from dated
capital reserve cash flow currency profit/

€m hedges  translation loss
Equity as of 1.1.2003 1,378 6,131 3,268 -769 -1,248 -6 54 8,808
Capital increase 139 603 742
Issue of shares
to employees 6 8 14
Transfer from
capital reserve -2,320 -2,320
Dividend payment -54 -54
Net changes in
revaluation reserve 2,009 2,009
Net changes arising
from cash flow hedges 12 12
Changes in treasury shares 22 53 75
Changes in companies
included in consolidation
and other changes 18 -213 -195
Equity as of 31.12.2003 1,545 4,475 3,286 1,240 -1,236 -219 0 9,091
Issue of shares
to employees 2 8 10
Consolidated profit 150 150
Allocation to
retained earnings 243 243
Net changes in
revaluation reserve 363 363
Net changes arising
from cash flow hedges 22 22
Changes in treasury shares -1 -8 -9
Changes in companies
included in consolidation
and other changes -96 27 -69
Equity as of 31.12.2004 1,546 4,475 3,433 1,603 -1,214 -192 150 9,801

As of December 31, 2004, the subscribed capital of
Commerzbank Aktiengesellschaft stood at €1,556m pur-
suant to the Bank’s articles of association; it is divided
into 598,586,929 no-par-value shares (notional value per
share: €2.60). After the 4,103,289 treasury shares held by
the Bank on December 31, 2004, are deducted, its sub-
scribed capital amounts to €1,546m.

The Bank made use of the authorization resolved by
the Annual General Meeting of May 12, 2004 to purchase
its own shares for the purpose of securities trading, pur-
suantto Art. 71, (1), no. 7, German Stock Corporation Act -
AktG. Gains and losses from trading in the Bank’s own
shares do not appear in the income statement.

No use was made in the 2004 financial year of the
resolution of the Annual General Meeting of May 12, 2004,
authorizing the Bank to repurchase its own shares pur-
suant to Art. 71, (1), no. 8, AktG, for purposes other than
securities trading.

Other changes in retained earnings, the revaluation
reserve and the valuation of cash flow hedges relate to
changes in equity at associated companies which, in
accordance with IAS 28, have to be shown on a pro-rata
basis with no effect on the income statement.



Changes in minority interests

€m

Minority interests
as of 1.1.2003

Capital increases

Allocation of profit/
offsetting of loss from
net result for the year

Takeover of minority
interests by the Group

Distributions
Profits/losses 2003

Net changes in
revaluation reserve

Net changes arising
from cash flow hedges

Changes in companies

included in consolidation

and other changes

Minority interests
as of 31.12.2003

Capital increases

Allocation of profit/
offsetting of loss from
net result for the year

Distributions
Profits/losses 2004

Net changes in
revaluation reserve

Net changes arising
from cash flow hedges

Changes in companies

included in consolidation

and other changes

Minority interests
as of 31.12.2004

Minority
interests

1,043
17

24

978
72

1,027

Reval-
uation

reserve

334

313

53

366

Valuation
of
cash flow
hedges

-132

-123

-197

STATEMENT OF CHANGES IN EQUITY

Reserve
from
currency
translation

-12

37

Gains/

losses

29

21

91

91

82

Total

1,262
17

-5

1,213
72

1,269
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cash flow statement

Net profit

Non-cash positions in net profit and adjustments to reconcile
net profit with net cash provided by operating activities:
Write-downs, depreciation, adjustments, write-ups to fixed
and other assets, changes in provisions and net changes
due to hedge accounting
Change in other non-cash positions:
Positive and negative fair values from derivative
financial instruments (trading and hedging derivatives)
Profit from the sale of assets
Profit from the sale of fixed assets
Other adjustments (mainly net interest income)
Sub-total
Change in assets and liabilities from operating activities
after correction for non-cash components:
Claims on banks
Claims on customers
Securities held for dealing purposes
Other assets from operating activities
Liabilities to banks
Liabilities to customers
Securitized liabilities
Other liabilities from operating activities
Interest and dividends received
Interest paid
Income tax paid
Net cash provided by operating activities
Proceeds from the sale of:
Investments and securities portfolio
Fixed assets
Payments for the acquisition of:
Investments and securities portfolio
Fixed assets

Effects of changes in the group of companies included in the consolidation

Payments from the acquisition of subsidiaries
Net cash used by investing activities

Proceeds from capital increases

Dividends paid

Other financing activities (net)

Net cash provided by financing activities

Cash and cash equivalents at end of previous period

Net cash provided by operating activities

Net cash used by investing activities

Net cash provided by financing activities

Effects of exchange-rate changes on cash and cash equivalents
Cash and cash equivalents at end of period

2004
€m
393

1,551

2,997
-361
-15
-3,308
1,257

-27,702
2,813
-2,931
203
20,181
5,064
3,258
-358
11,352
-8,361
-483
4,293

39,742
285

-45,806
-505

2003
€m
-2,320

929

1,248
-291

-2,299
-2,729

2,686
10,076
12,519
-2,603

-19,735

4,300
-8,740

4,272
11,767
-8,991

-145

2,677

48,593
424

-52,351
=317



The cash flow statement shows the structure of and
changes in cash and cash equivalents during the finan-
cial year. It is broken down into operating activities,
investing activities and financing activities.

Under net cash provided by operating activities, pay-
ments (inflows and outflows) from claims on banks and
customers and also securities from the trading portfolio
and other assets are shown. Additions to and disposals
from liabilities to banks and customers, securitized lia-
bilities and other liabilities also belong to operating
activities. The interest and dividend payments resulting
from operating activities are similarly reflected in the net
cash provided by operating activities.

The net cash used by investing activities shows pay-
ments for the investments and securities portfolio as
well as for fixed assets and payments for the acquisition
of subsidiaries. The effects of changes in the list of con-
solidated companies are also recognized under this item.

CASH FLOW STATEMENT

The net cash provided by financing activities covers
the proceeds from capital increases as well as payments
received and made with regard to subordinated capital.
Distributed dividends are also shown here.

We consider cash and cash equivalents to be the
Cash reserve, consisting of cash on hand, balances held
at central banks and also debt issued by public-sector
borrowers and bills of exchange eligible for rediscount-
ing at central banks. Claims on banks which are due on
demand are not included.

As far as banks are concerned, the cash flow state-
ment can be considered not very informative. For us, the
cash flow statement replaces neither liquidity planning
nor financial planning, nor do we look upon it as a steer-
ing instrument.
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notes

Consolidated accounting principles

Our consolidated financial statements as of December 31,
2004 were prepared in accordance with the directives
83/349/EEC (directive on consolidated financial state-
ments) and 86/635/EEC (directive on annual accounts of
banks) on the basis of the International Accounting
Standards (IAS) — or the International Financial Reporting
Standards (IFRS) - approved and published by the Inter-
national Accounting Standards Board (IASB) and with
their interpretation by the Standing Interpretations Com-
mittee (SIC), or International Financial Reporting Interpre-
tation Committee (IFRIC). A summary of the regulations
that have been applied can be found on pages 101-102.
The necessary compliance with the directive on the
annual accounts of banks was achieved through the
appropriate structuring of the items balance sheet,
income statement and the notes. Pursuant to Art. 292a,
German Commercial Code (HGB), these consolidated
financial statements prepared in accordance with the
IAS/IFRS exempt the Bank from the need to prepare finan-

Accounting and measurement methods

(1) Basic principles

The consolidated financial statements are based on the
going concern principle. Income and expenses are
recognized on a pro-rata temporis basis; they are shown
for the period to which they may be assigned in economic
terms.

As in previous years, we applied IAS 39 (2000), to-
gether with the different classification and measurement
principles prescribed by this standard, in our accounting
in the 2004 financial year. In order to reflect the different
rules of this standard, financial assets and financial liabili-
ties have been assigned to the following categories:

cial statements according to German accounting prin-
ciples. We have presented the main differences between
IAS/IFRS financial statements and those prepared in
accordance with German accounting rules on pages 115
to 116 of this report.

The consolidated financial statements also reflect
the standards approved by the German Accounting
Standards Board (GASB) and published by the German
Federal Ministry of Justice pursuant to Art. 342, (2), HGB.

In addition to the consolidated balance sheet and the
consolidated income statement, the consolidated finan-
cial statements also include a statement of changes in
equity and in minority interests, a cash flow statement
and the notes. Segment reporting appears in the notes on
pages 124-132.

The separate report on the risks related to future
developments (Risk report pursuant to Art. 315, (1), HGB)
appears on pages 54-87.

Unless otherwise indicated, all the amounts are
shown in millions of euros.

Loans and claims originated by the Bank.

2. Financial assets held to maturity.
Financial assets held for trading (Assets held for deal-
ing purposes) and certain financial liabilities (Liabili-
ties from dealing activities).
Available-for-sale financial assets.

5. Other financial liabilities.

The detailed rules for hedge accounting are applied in
the case of derivative hedging instruments (further details
may be found in note 6).

All the companies included in the consolidation pre-
pared their financial statements as of December 31, 2004.

Uniform accounting and measurement methods are
applied throughoutthe Commerzbank Group in preparing
the financial statements.



(2) Changes in the method of disclosure

In the past financial year, we maintained the recognition,
measurement and disclosure methods in accordance with
F39 of the IAS/IFRS framework. This had no effect on the re-
cognition and measurement methods of previous periods.

(3) IAS, SIC, GASB rules applied

As a matter of principle, we apply all the valid standards in
our accounting and measurement. The amended IAS 32
and 39 as well as the changes to 13 standards initiated
by the improvement project, valid as from 2005, have not
been taken into consideration in the present financial

NOTES

statements. We have also ignored IFRS 2, 4 and 5, as they
do not have to be applied before January 1, 2005. We have
applied IFRS 3 since April 1, 2004, insofar as it affected the
treatment of new goodwill.

Pursuant to the regulation (EC) No 1606/2002 of the
European Parliament and of the Council of July 19, 2002,
the IAS/IFRS must be applied by all publicly traded
companies in the European Union from January 1, 2005
onwards. However, the Commission did not take over
IAS 39 with the current wording of the IASB. Certain pro-
visions relating to the application of the unrestricted fair
value option and hedge accounting were excluded.

The 2004 consolidated financial statements are based on the IASB framework and the following relevant IAS/IFRS:

IAS 1 Presentation of financial statements

IAS 7 Cash flow statements

IAS 8 Net profit or loss for the period, fundamental errors and changes in accounting policies
IAS 10 Events after the balance-sheet date

IAS 12 Income taxes

IAS 14 Segment reporting

IAS 16 Property, plant and equipment

IAS 17 Leases

IAS 18 Revenue

IAS 19 Employee benefits

IAS 21 The effects of changes in foreign-exchange rates

IAS 22 Business combinations

IAS 23 Borrowing costs

IAS 24 Related party disclosures

IAS 27 Consolidated financial statements and accounting for investments in subsidiaries
IAS 28 Accounting for investments in associates

IAS 30 Disclosures in the financial statements of banks and similar financial institutions
IAS 31 Financial reporting of interests in joint ventures

IAS 32 Financial instruments: disclosure and presentation

IAS 33 Earnings per share

IAS 36 Impairment of assets

IAS 37 Provisions, contingent liabilities and contingent assets

IAS 38 Intangible assets

IAS 39 Financial instruments: recognition and measurement

IAS 40 Investment property

IFRS 3 Business combinations"

1) complete application for acquired companies as from April 1, 2004

We have not taken into consideration IFRS 1 and IAS 2, 11,
15, 20, 26, 29, 34, 35 and 41, as they are either not relevant
for our institution or did not have to be applied in the con-
solidated financial statements.

For IAS 40, recognition has been made at cost, as is
permitted under this rule.
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In addition to the standards mentioned, we have also taken into consideration in our consolidated financial statements
the following interpretations of SIC or IFRIC that are relevant for us:

relates to

SIC-2 Consistency - capitalization of borrowing costs IAS 23
SIC-3 Elimination of unrealized profits and losses on transactions with associates IAS 28
SIC-5 Classification of financial instruments — contingent settlement provisions IAS 32
SIC-6 Costs of modifying existing software IASC framework
SIC-7 Introduction of the euro IAS 21
SIC-9 Business combinations - classification either as acquisitions or unitings of interests IAS 22
SIC-12 Consolidation — special-purpose entities IAS 27
SIC-15 Operating leases — incentives IAS 17
SIC-16 Share capital - reacquired own equity instruments (treasury shares) IAS 32
SIC-17 Equity — costs of an equity transaction IAS 32
SIC-18 Consistency - alternative methods IAS 1
SIC-20 Equity accounting method - recognition of losses IAS 28
SIC-21 Income taxes — recovery of revalued non-depreciable assets IAS 12
SIC-24 Earnings per share — financial instruments and IAS 33

other contracts that may be settled in shares
SIC-25 Income taxes — changes in the tax status of an enterprise or its shareholders IAS 12
SIC-27 Evaluating the substance of transactions in the legal form of a lease IAS1,17,18
SIC-28 Business combinations - “date of exchange” and fair value of equity instruments IAS 22
SIC-30 Reporting currency - translation from measurement currency to presentation currency IAS 21, 29
SIC-32 Intangible assets — web site costs IAS 38
SIC-33 Consolidation and equity method - potential voting rights and IAS 27, 28, 39

allocation of ownership interests

The SIC, or IFRIC, interpretations 1, 10, 11, 13, 14, 19, 22, 23, 29 and 31 were irrelevant for our consolidated financial
statements and did not, therefore, have to be taken into consideration.



In addition, in the present consolidated financial state-
ments, the following German Accounting Standards
(GAS) have been taken into consideration, which had
to be applied and had been approved by the German

NOTES

Accounting Standards Board (GASB) and announced by
the German Federal Ministry of Justice up to December
31, 2004, in accordance with Art. 342, (2), HGB:

GAS 1 Exempting consolidated financial statements in accordance with §292a, HGB

GAS 1a Exempting consolidated financial statements in accordance with §292a, HGB
—goodwill and other non-current intangible assets

GAS 2 Cash flow statements

GAS 2-10 Cash flow statements of financial institutions

GAS 3 Segment reporting

GAS 3-10 Segment reporting of banks

GAS 4 Purchase accounting in consolidated financial statements

GAS 5 Risk reporting

GAS 5-10 Risk reporting by financial enterprises

GAS 7 Presenting equity in consolidated financial statements

GAS 8 Accounting for investments in associates

GAS 9 Financial reporting of interests in joint ventures

GAS 10 Deferred taxes and consolidated financial statements

GAS 11 Related-party disclosure

GAS 12 Non-current intangible assets

GAS 13 Consistency principle and correction of errors

GAS 14 Currency translation

Changes in accounting rules in the 2005 financial year

As of January 1, 2005, several changes in accounting rules
become effective, which we will already apply in our
report as of March 31, 2005. Our financial statements will
then be based on the IAS/IFRS rules which were taken
over by the EU Commission in the course of the endorse-
ment process (EU-IFRS financial statements). The changes
include all the accounting rules altered by the IASB im-

(4) Consolidated companies

The consolidated financial statements include in addition
to the Parent Bank 98 subsidiaries (102 in 2003), in which
Commerzbank AG holds more than 50% of the capital
directly orindirectly, or exerts control over them. Of these,
46 have their legal seat in Germany (45 in 2003) and 52
(57 in 2003) elsewhere.

162 subsidiaries and associated companies (156 in
2003) of minor significance for the Group’s asset and
financial position and earnings performance have not
been included; instead, they have been shown under
Investments and securities portfolio as holdings in sub-
sidiaries or investments. These companies account for

provement project (13 existing International Accounting
Standards) insofar as they affect the financial statements
within our Group and also the revised versions of IAS 32
and |IAS 39. In addition, we will apply in full IFRS 2,4 and 5
for the first time and IFRS 3 as well as IAS 36 and 38, which
have been revised on the basis of IFRS 3.

Insofar as they were recognized by the EU Commis-
sion, we will apply the changes to IAS 39 approved by the
IASB in March 2004 in preparing our financial statements.

less than 0.3% (0.1% in 2003) of the Group’s overall bal-
ance-sheet total.

The Commerzbank Group has five sub-groups:

e CommerzLeasing und Immobilien AG, Diisseldorf

e Jupiter International Group plc, London

e comdirect bank AG, Quickborn

e Commerz Asset Management Holding GmbH,
Frankfurt

e Commerz Grundbesitzgesellschaft mbH, Wiesbaden

which have presented sub-group financial statements.
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The following four subsidiaries — two of them based in
Germany — were included in the consolidation for the first

time in the year under review:

e ComSystems GmbH, Diisseldorf

e Commerz Grundbesitz-Spezialfondsgesellschaft
mbH, Wiesbaden

e PTE Skarbiec-Emerytura SA, Warsaw

e Skarbiec Asset Management Holding SA, Warsaw

In addition to the 98 (102 in 2003) subsidiaries, we
included in the 2004 financial year the following four
(2003: four) special-purpose entities and 14 (2003: 13)
non-publicly-offered funds in our consolidated financial
statements in accordance with IAS 27 and SIC-12.

The inclusion of these special-purpose entities has no
major effects on the presentation of the Group’s asset and
financial position or earnings performance.

The following companies have been removed from
the list of consolidated companies:

e CCR Gestion Internationale, Paris”

e comdirect Itd., London

e CommerzProjektconsult GmbH, Frankfurt am Main

e Jupiter Asset Management (Jersey) Limited i.L., Jersey

e Montgomery Asset Management, LLC,
San Francisco/Wilmington

e Commerz Futures, LLC, Wilmington/Delaware

e Commerz Capital Markets (Eastern Europe) a.s.,
Prague

e Commerz Europe (Ireland) Inc., Wilmington/Delaware

Nine major associated companies (eleven in 2003)
- five of them based in Germany (2003: eight) — are mea-
sured using the equity method. As a major associated
company, our equity holding in Eurohypo Aktiengesell-
schaft, Eschborn, is included in the consolidated financial
statements, as it was in previous years.

The following companies have been removed from

the list of associated companies:

e ComSystems GmbH, Disseldorf
e |IMMOPOL GmbH & Co. KG, Munich
e Second Interoceanic GmbH, Hamburg

ComSystems GmbH, Diisseldorf, shown at equity last
year has been fully consolidated in the CommerzLeasing
und Immobilien GmbH, Dusseldorf sub-group since
December 31, 2004.

A complete list of the subsidiaries, associated com-
panies and special-purpose entities and non-publicly-
offered funds included in our consolidated financial state-
ments can be found on pages 178-181.

(5) Principles of consolidation

For the consolidation of the capital accounts, we evaluate
the assets and liabilities of the subsidiary completely
afresh, regardless of the percentage share of its equity
which we held at the time of acquisition. With deferred
taxes taken into consideration, the revalued assets and
liabilities are included in the consolidated balance sheet;
the realized hidden reserves are treated in accordance
with the standards which have to be applied in subse-
quent reporting periods. If a positive difference remains
after revaluation, this is shown as goodwill and amortized
in a way that reflects its probable useful economic life.
Goodwill was amortized for the last time as of December
31, 2004. As from January 1, 2005, the new rules of IFRS 3
apply.

Claims and liabilities deriving from business relations
between Group companies, as well as expenses and
income, are eliminated as part of the consolidation of
earnings; intra-Group book gains or losses registered
during the financial year are eliminated unless they are of
minor importance.

Associated companies are measured according to the
equity method and are shown as investments in asso-
ciated companies under Investments and securities port-
folio. The purchase cost of these investments and the
goodwill are determined at the time of their first inclusion
in the consolidated financial statements, applying the
same rules as for subsidiaries. The equity book value
which is carried and either appears or does not appear in
the income statement is based on the financial statements
of associated companies that are prepared in accordance
with local accounting rules or on auxiliary calculations of
the associated company, prepared and audited in accord-
ance with our instructions pursuant to IAS/IFRS rules.

1) CCR Gestion Internationale, Paris has been merged with CCR Gestion, Paris.



Holdings in subsidiaries not consolidated because of
their marginal significance and investments are shown at
their fair value, or if this cannot be reliably established, at
cost under Investments and securities portfolio.

(6) Financial instruments: recognition and measurement
(IAS 39)
In accordance with IAS 39, all financial assets and lia-
bilities — which also includes derivative financial instru-
ments — have to be shown in the balance sheet. For this
purpose, the entire portfolio has to be broken down into
various groups and measured in accordance with the
respective classification.

The following remarks present an overview of how we

have applied the rules of this standard within our Group:

a) Categorization of financial assets and liabilities and
their measurement

e loans and claims originated by the Bank:
Loans granted directly to the borrower and claims due
directly from the borrower are assigned to this cate-
gory. They are measured at amortized cost. Premiums
and discounts appear under Net interest income over
the entire lifetime.

e Held-to-maturity financial assets:

Non-derivative financial assets with a fixed maturity
may be included in this category if they cannot be
assigned to the “Loans and claims originated by the
Bank” category and if both the intent and the ability
existto hold them to final maturity. They are measured
at amortized cost, with premiums and discounts being
recognized under Net interest income over the entire
lifetime to maturity. The Commerzbank Group has not
used the "Held-to-maturity financial assets” category
with respect to the 2004 financial year either.

e Assets held for dealing purposes and Liabilities from
dealing activities:
All financial assets which are held for dealing pur-
poses are assigned to this class. These include original
financial instruments (especially interest-bearing
securities, equities and promissory notes), precious
metals and derivative financial instruments with a

positive fair value.

NOTES

All financial liabilities from dealing activities are
assigned to this class. These include derivative finan-
cial instruments insofar as they have a negative fair
value and delivery obligations arising from short sales
of securities.

In accordance with IAS 39, derivative financial
instruments are classified as part of the trading port-
folio insofar as they do not qualify as hedging deriva-
tives used in hedge accounting.

Assets held for dealing purposes and liabilities
from dealing activities are measured at their fair value
on the balance-sheet date. Measurement gains and
losses appear under Trading profitin the income state-
ment.

Available-for-sale financial assets:

All non-derivative financial assets not covered by one
of the above classes are assigned to this category. Pri-
marily, these are interest-bearing securities, equities,
promissory notes and investments. This group is also
referred to as the available-for-sale portfolio.

They are initially measured at cost and subse-
quently at their fair value. After deferred taxes have
been taken into consideration, measured gains and
losses are recognized with no effect on the income
statement in a separate equity item (revaluation
reserve). If the financial asset is sold, the cumulative
valuation previously recognized in the revaluation
reserve is released and shown in the income state-
ment. Should the asset’s value be permanently
impaired, the revaluation reserve has to be reduced by
the amount of the impairment, and this amount has
to be reflected in the income statement. If the fair
value cannot be reliably ascertained, measurement is
made at amortized cost. Premiums and discounts are
recognized under Net interest income over the entire
lifetime.

Other financial liabilities:

These include all original financial liabilities, espe-
cially liabilities to banks and customers and also secu-
ritized liabilities. Measurement is made at amortized
cost. Premiums and discounts are recognized under

Net interest income over the entire lifetime.
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b) Embedded derivatives

c)

IAS 39 also regulates the treatment of embedded
derivatives. These are derivatives which are part of
an original financial instrument and are inseparably
linked to it. Such financial instruments are also re-
ferred to as hybrid financial instruments in IAS 39.
Hybrid financial instruments include reverse con-
vertible bonds (bonds whose repayment may take the
form of equities) or bonds with indexed interest pay-
ments. In accordance with IAS 39, the embedded
derivative should be separated from the original host
contract under certain conditions and accounted for
and measured separately at fair value as a stand-alone
derivative. Such separation has to be made if the
characteristics and risks of the embedded derivative
are not closely related to those of the host contract.
In this case, the embedded derivative has to be re-
garded as part of the trading portfolio and recognized
at its fair value. Changes in the fair value have to be
shown in the income statement. The host contract is
accounted for and measured applying the rules of the
relevant category of the financial instrument. How-
ever, if the characteristics and risks of the embedded
derivative are closely linked to those of the host con-
tract, the embedded derivative is not separated from
the latter and the hybrid financial instrument is mea-
sured in accordance with the general provisions.

Hedge accounting

IAS 39 entails extensive and quite complicated regula-
tions concerning accounting for hedging instruments,
which are superimposed upon the general accounting
rules for derivatives described above and also for the
underlying hedged transactions. In line with general
regulations, derivatives are classified as trading trans-
actions (assets held for dealing purposes or liabilities
from dealing activities) and are measured at their fair
value. The result of such measurement is shown in the
income statement under Trading profit.

If derivatives are used to hedge risks from non-
trading transactions, IAS 39 permits, under certain
conditions, the application of special regulations in
hedge accounting. For the most part, two forms of
hedge accounting are distinguished:

Fair value hedge accounting:

For derivatives which serve to hedge the fair value
of recognized assets or liabilities (so-called fair value
hedges), IAS 39 prescribes the use of fair value hedge
accounting. The risk of a change in fair value exists
above all for loans, securities and liabilities with a
fixed interest rate.

In line with the regulations for fair value hedge
accounting, the hedging derivative is shown at fair
value, with changes in its fair value appearing in the
income statement. Any changes in the fair value of the
hedged asset or hedged liability resulting from the
hedged risk also have to be recognized in the income
statement. Given a perfect hedge, the changes in mea-
surement recognized in the income statement for the
hedge and the hedged transaction will largely balance
one another.

If the asset or liability is recognized at amortized
cost according to the general regulations (e.g. an
extended loan or an outstanding bond), the book value
has to be adjusted for the accumulated changes in fair
value resulting from the hedged risk. However, if the
asset is recognized at fair value (e.g. an available-for-
sale security), the changes in fair value resulting from
the hedged risk have to be recognized, contrary to the

general rule, in the income statement.

Cash flow hedge accounting:

For derivatives which serve to hedge future cash flows
(cash flow hedges), IAS 39 prescribes the use of cash
flow hedge accounting. A risk relating to the size
of future cash flows exists in particular for floating-
interest-rate loans, securities and liabilities as well as
forecasted transactions (e.g. forecasted fund-raising
or financial investments). At the same time, IAS 39
also prescribes the application of cash flow hedge
accounting rules for the hedging of future cash flows
from pending business.



Derivative financial instruments used in cash flow
hedge accounting are carried at fair value. Reporting
of the gain or loss has to be divided into an effective
and an ineffective part. The effective portion is that
which represents an effective hedge of the cash flow
risk. After deferred taxes have been taken into con-
sideration, this is recognized directly in a separate
item under equity (Measurement of cash flow
hedges). By contrast, the ineffective portion is shown
in the income statement. For the underlying trans-
actions of cash flow hedges, there is no change in the
general accounting rules described above.

The application of hedge accounting rules is tied to
a number of additional conditions. These relate above
all to the documentation of the hedge and also to its
effectiveness.

The hedge has to be documented at the time of its
conclusion. Documentation extends above all to an
identification of the hedging derivative and the
hedged transaction and also details of the hedged risk
and the method employed to determine the effective-
ness of the hedge. Documentation for a transaction
hedged with a derivative may relate to either an indi-
vidual asset, liability, pending business or forecasted
transaction or to a portfolio of such items which are
given similar accounting treatment. However, it is not
sufficient to document a net risk position to be
hedged.

In addition to such disclosure, IAS 39 calls for
evidence of an effective hedge for the application of
hedge accounting rules. Effectiveness in this connec-
tion means the relationship between the change in fair
value or the cash flow resulting from the hedged
underlying transaction and the change in fair value
or the cash flow resulting from the hedge. If these
changes almost entirely balance one another, a high
degree of effectiveness exists. Proof of effectiveness
requires, on the one hand, that a high degree of effec-
tiveness can be expected from a hedge in the future
(prospective effectiveness). On the other hand, when
a hedge exists, it must be regularly demonstrated that
this was highly effective during the period under
review (retrospective effectiveness). A high degree of
if the
changes in the fair value or the cash flow lies between

retrospective effectiveness exists ratio of

0.8 and 1.25. Here, the methods used for determining
effectiveness have to be disclosed.

NOTES

By means of a fair value hedge, the Bank hedges
the fair value of a financial instrument against the risks
resulting from the change in the reference interest
rate, share price and/or the exchange rate. In order to
hedge these risks, above all interest-rate and interest/
currency swaps are employed. This primarily relates
to the Group’s new issues business and the securities
portfolio used for liquidity management, insofar as
interest-bearing securities are involved. Equities from
these portfolios are hedged by derivatives with option
character. The same holds true for the other price risks
of structured issues.

Interest-rate risks resulting from open interest-rate
positions in asset/liability management are mainly
hedged at the Commerzbank Group by means of cash
flow hedges using interest-rate swaps.

(7) Currency translation

Assets and liabilities denominated in foreign currencies,
as well asimmatured spot foreign-exchange transactions,
are translated at the spot rates, and foreign-exchange for-
ward contracts at the forward rate of the balance-sheet
date. Expenses and income are translated at market rates.
Currency translation for investments and holdings in
subsidiaries that are denominated in foreign currencies
is effected at historical cost. Translation gains and losses
from the consolidation of the capital accounts appear in
the balance sheet under Equity.

As a result of their economically independent busi-
ness activity, the financial statements of our units abroad
that are prepared in foreign currencies are translated at
the spot rates of the balance-sheet date.

The expenses and income generated by the trans-
lation of balance-sheetitems are recognized in the income
statement. Hedged expenses and income are translated at
the hedging rate.

The following translation rates apply for the curren-
cies that are most important to the Commerzbank Group
(amount per €1 in the respective currency):

2004 2003
uUsD 1.3621 1.2630
JPY 139.65 135.05
GBP 0.70505 0.7048
CHF 1.5429 1.5579
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(8) Offsetting

We set liabilities off against claims if these are on the
same account-holder, are due at call, and agreement has
been reached with the business associate that interest
and commissions be calculated as if only a single account
existed.

(9) Cash reserve

With the exception of debt issued by public-sector bor-
rowers, which is shown at its fair value, all the items
appear at their nominal value.

(10) Claims

Claims on banks and customers originated by the
Commerzbank Group, which are not held for trading, are
shown at either their nominal value or at amortized cost.
Premiums and discounts appear under Net interest
income over the entire lifetime. The book values of claims
which qualify for hedge accounting are adjusted for the
gain or loss attributable to the hedged risk.

Claims not originated by Commerzbank - mainly
promissory notes — which do not form part of the trading
portfolio are included in the Investments and securities
portfolio.

(11) Provision for possible loan losses

We fully provide for the particular risks associated with
banking business by forming specific valuation allow-
ances, country valuation allowances and global valuation
allowances.

In order to cover the lending risks represented by
claims on customers and banks, we have formed specific
valuation allowances according to uniform Group stan-
dards. Valuation allowances have to be formed for a loan
if it is probable that not all the interest payments and
repayments of principal can be made according to the
agreement. The size of the valuation allowance corre-
sponds to the difference between the book value of the
loan after valuable security has been taken into conside-
ration and the cash value of the expected future cash flow,
discounted by the original effective interest rate.

Inthe case of loans to borrowers in countries involving
an enhanced transfer risk (country risk), an assessment of
the economic situation is made, based on the appropriate
economic data. The findings are weighted by the respec-
tive internal country rating. Wherever necessary, country
valuation allowances are formed.

We cover latent credit risks by means of global valua-
tion allowances. Past loan losses serve as a yardstick for
the scale on which such valuation allowances have to be
formed.

Insofar as it relates to claims in the balance sheet, the
aggregate amount of provision for possible loan losses is
shown separately from Claims on banks and Claims on
customers. However, provision for risks in off-balance-
sheet business — guarantees, endorsement liabilities,
lending commitments - is shown as a provision for lend-
ing risks.

Unrecoverable accounts are written down immedi-
ately. Amounts received on written-down claims appear

in the income statement.

(12) Genuine repurchase agreements and
securities-lending transactions

Repo transactions combine the spot purchase or sale of
securities with their forward sale or repurchase, the coun-
terparty being identical in either case. The securities sold
under repurchase agreements (spot sale) still appear, and
are measured, in the consolidated balance sheet as part
of the securities portfolio. According to counterparty, the
inflow of liquidity from the repo transaction is shown in
the balance sheet as a liability to either banks or cus-
tomers. The agreed interest payments are booked as
interest paid, reflecting the various maturities.

The outflows of liquidity caused by reverse repos
appear as claims on banks or customers and are mea-
sured accordingly. The securities bought under repur-
chase agreements and on which the financial transaction
is based (spot purchase) are not carried in the balance
sheet, nor are they measured. The agreed interest from
reverse repos is counted as interest income, reflecting the
various maturities. Claims arising from reverse repos are
not netted against liabilities from repos involving the
same counterparty.

We show securities-lending transactions in a similar
manner to securities in genuine repurchase agreements.
Lent securities remain in our securities portfolio and are
measured according to the rules of IAS 39. Borrowed
securities —insofar as they remain in our portfolio— do not
appear in our balance sheet, nor are they measured.
We show cash security furnished by us for securities-lend-
ing transactions as a claim and received security as a lia-
bility.



(13) Positive fair values from

derivative hedging instruments

Derivative financial instruments used for hedging which
qualify for hedge accounting and have a positive value
appear under this item. The instruments are measured at
fair value.

Listed instruments are measured at market prices; for
non-listed products, internal price models (net present-
value or option-price models) are used. The hedge
accounting results for fair value hedges appear in the
income statement under Net result on hedge accounting.
By contrast, effective portions of the gains and losses on
cash flow hedges are recognized under Measurement of
cash flow hedges in Equity.

(14) Assets held for dealing purposes
Securities held for dealing purposes, promissory notes
and precious metals appear in the balance sheet at their
fair value on the balance-sheet date. Also shown at fair
value are all derivative financial instruments which are
not used as hedging instruments in hedge accounting
and have a positive fair value. For listed products, market
prices are used; non-listed products are measured on the
basis of the net present-value method or other suitable
measurement models (e.g. option-price models). All the
realized gains and losses and also the net changes which
are not realized appear as part of the Trading profit in the
income statement. Under this item, interest and dividend
income from trading portfolios are also shown, less the
expenses required to finance them.

Spot transactions are recognized immediately they
are concluded; they appear in the balance sheet at the

time of performance.

(15) Investments and securities portfolio

Our investments and securities portfolio comprises all
the bonds,
shares and other variable-yield securities and all the

notes and other fixed-income securities,

investments and investments in associated companies,
as well as holdings in non-consolidated subsidiaries
which are not held for dealing purposes. In addition, in
accordance with IAS 39, we include here all the claims
on banks and customers not originated by the Bank, in
particular promissory notes.

NOTES

These portfolios are recognized and measured at fair
value, or according to the equity method in the case of
investments in associated companies. If the fair value can-
not be reliably calculated, the item is shown at cost; this
primarily holds true for non-listed assets. Net changes
are shown - after deferred taxes have been taken into
consideration — under the Revaluation reserve in Equity.
Realized gains and losses only affect the income state-
ment when the holdings are sold. Premiums and dis-
counts are recognized in Net interest income over the
lifetime of the investment or security. If, however, an
effective hedge with a derivative financial instrument
exists for investments, securities or claims not originated
by the Bank, that part of the change in fair value attrib-
utable to the hedged risk is shown under the Net result
on hedge accounting in the income statement. In the case
of permanent impairment, the recoverable amount is
shown; the required write-down is charged to the income
statement.

(16) Intangible assets

Apart from special software produced in-house and stock-
exchange seats acquired by the Bank, we include above all
acquired goodwill under Intangible assets. On each bal-
ance-sheet date, all goodwill is examined with a view to its
future economic utility on the basis of cash-generating
units. If it appears that the expected utility will not materi-
alize, an extraordinary depreciation is made. Otherwise,
goodwill is amortized over the assumed useful economic
life of 15 years, using the straight-line method. We depre-
ciate software over a period of two to five years.

Goodwill was amortized for the last time as of Decem-
ber 31, 2004. As from January 1, 2005, we use the new
IFRS 3 for goodwill in our accounting, which no longer
provides for amortization.

Probable useful life

in years
Goodwill 15
Software 2- 5
Other 2-10

(17) Fixed assets

The land and buildings, and also office furniture and
equipment, shown under this item are capitalized at cost,
less regular depreciation. Extraordinary depreciation and
write-offs are made in the case of permanently impaired

value.
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In determining the useful life, the likely physical wear
and tear, technical obsolescence and also legal and con-
tractual restrictions are taken into consideration. All fixed
assets are depreciated or written off over the following
periods, using the straight-line method:

Probable useful life

in years
Buildings 30-50
Office furniture and equipment 2-10
Purchased IT equipment 2- 8

In line with the materiality principle, purchases of
low-value fixed assets in the past financial year are recog-
nized immediately as operating expenses. Profits realized
on the disposal of fixed assets appear under Other ope-
rating income, losses are shown under Other operating
expenses.

(18) Leasing

In accordance with IAS 17, a lease is classified as an ope-
rating lease if it does not substantially transfer to the
lessee all the risks and rewards that are incident to owner-
ship. By contrast, finance leases are considered to be
those agreements which substantially transfer all the risks
and rewards to the lessee.

—The Group as lessor —

Insofar as the leasing companies within the Commerz-
bank Group are involved in operating lease business, eco-
nomic ownership of the object of the agreement remains
with the Group company. Leased objects appear in the
consolidated balance sheet under Fixed assets. Leased
objects are shown at cost or production cost, less regular
depreciation over their useful economic lives or extra-
ordinary depreciation necessary on account of permanent
impairment of value. Unless a different distribution sug-
gests itself in individual cases, the proceeds from leasing
transactions are recognized on a straight-line basis over
the lifetime of the agreement and are shown under Net
interest income.

If virtually all the risks and rewards relating to the
leased property are transferred to the lessee (finance
leases), the Commerzbank Group recognizes a claim on
the lessee. The claim is shown at its net investment value
at the inception of the agreement. Leasing payments
received are divided into an interest portion, which
appears as interest income, and a repayment portion.
The income is recognized as interest income for the
respective period.

- The Group as lessee -

The payments made under operating lease agreements
are included under Operating expenses. The costs are
computed like a rental payment on a regular basis corre-
sponding to the useful life of the leased object. No con-
tractual obligations existed in the 2004 financial year
which require classification as finance leases.

(19) Liabilities to banks and customers and also
Securitized liabilities

Financial liabilities are recognized at amortized cost. The
derivatives embedded in liabilities (embedded deriva-
tives) have been separated from their host debt instru-
ment, measured at fair value and shown under either
Assets held for dealing purposes or Liabilities from deal-
ing activities. As part of hedge accounting, hedged liabili-
ties were adjusted for the book gain or loss attributable to
the hedged risk.

(20) Negative fair values from

derivative hedging instruments

Under this item, we show derivative hedging instruments
with a negative fair value which do not serve dealing pur-
poses. The financial instruments are measured at fair
value, with market prices used as a basis for measuring
listed instruments; internal price models (net present-
value or option-price models) are applied in the case of
non-listed products. The net results from hedge account-
ing for instruments classified as fair value hedges appear
in the income statement. We show the effective portions
of the gains or losses on cash flow hedges under Mea-
surement of cash flow hedges in Equity.



(21) Liabilities from dealing activities

Derivative financial instruments which have a negative
fair value, and delivery obligations from short sales of
securities, are shown as Liabilities from dealing activities.
Such liabilities are measured at their fair value.

(22) Provisions for pensions and similar commitments
Virtually all employees at the Parent Bank as well as staff
at some subsidiaries in Germany acquire rights to a com-
pany pension under at least two different implementation
forms of company provision for old age.

In the first case, employees are given an indirect
—contribution-based - commitment (defined-contribution
plan), for which the Group, with the involvement of em-
ployees as well, pays a fixed amount for old-age provision
to external providers, including Versicherungsverein des
Bankgewerbes a.G. (BVV), Berlin, and to Versorgungs-
kasse des Bankgewerbes e.V., Berlin.

The size of future pension benefits is determined here
by the amounts paid in and - for the non-guaranteed por-
tion of the benefits — by the accrued income on the assets.
The classification of this provision as an indirect commit-
ment means that the contributions to BVV and Versor-
gungskasse are recognized as current expenses, eliminat-
ing the need to form provisions.

In the second case, employees are given a direct com-
mitment, under which the size of the benefit is estab-
lished, being determined by such factors as age, salary
and length of service (defined-benefit plan).

In order to meet promised pension benefits, we accu-
mulate the assets required to meet the pension commit-
ment for the most part internally and show the correspon-
ding provision under Liabilities. A small part of these
assets is invested in a trust to provide additional protec-
tion againstinsolvency. The trustee of these assets held in
trust is Commerzbank Pension-Trust e.V.

The pension expenses for direct commitments, which
have to appear in the income statement, consist of several
components. First and foremost, the service cost has to be
considered. In addition, there is the interest cost on the
cash value of the commitment, as the time at which the
commitment must be met has moved one period closer.
The net earnings achieved on the separate plan assets
(assets held in trust) are deducted from expenses. If amor-
tization amounts arise for actuarial gains and losses due
to the 10% fluctuation-band rule, the expenses for the
period rise or fall accordingly.

NOTES

The size of the provisions formed is initially deter-
mined by the cash value of the commitment to be met. The
portion which is covered by the separate assets held in
trust has to be netted with the commitment. On account of
the fluctuation-band rule, the amount of provision to be
formed each year is as follows:

Cash value of commitment for direct commitments
less separate pension assets

less/plus not recognized actuarial losses or gains

= size of provision for pensions

The pension commitment is calculated annually by
an independent actuary, using the projected-unit-credit
method. This calculation is based not only on biometric
assumptions but above all on a current market interest
rate for prime-quality long-dated bonds as well as the
rates of increase for salaries and pensions to be expected
in the future. We only recognize higher or lower commit-
ments as a result of actuarial calculations if they lie out-
side a 10% fluctuation band of the actuarial value of the
commitment. The assumptions on which the actuarial cal-
culations have been based are:

31.12.2004 31.12.2003
Calculatory interest rate 5.00% 5.50%
Change in salaries 2.50% 2.50%
Adjustment to pensions 1.40% 1.25%

The internal agreements on the granting of direct pen-
sion benefits were cancelled as of December 31, 2004 and
were replaced by a new one: the Commerzbank modular
plan for company pension benefits (CBA). In future, staff
entitled to benefits will receive benefits under CBA, which
will be made up of an initial module for the period up to
December 31, 2004, and benefit modules - possibly aug-
mented by a dynamic module — for each contributory year
from 2005 onwards. Staff joining the Bank after January 1,
2005, will be entitled to benefits under the Commerzbank
capital plan for company old-age pensions (CKA).

The commitments similar to those for pensions
include commitments under early-retirement schemes
and under part-time work schemes for older staff, which
have been computed with the aid of actuarial rules.
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(23) Other provisions

We form Other provisions on the scale deemed necessary
for liabilities of uncertain amount towards third parties
and for anticipated losses related to immatured contracts.
We are not permitted by IAS rules to form provisions for
expenses not related to an external commitment.

As of December 31, 2004, we showed provisions of
€169m for restructuring measures. Of the total, €105m
relates to the restructuring of Investment Banking,
resolved in the past financial year, and €64m to measures
resolved in previous years, in particular the second cost-
cutting offensive. In each case, the formation of these pro-
visions was based on detailed overall plans for concrete
individual measures, coordinated with the boards and
bodies of the companies affected.

(24) Taxes on income
Current tax assets and liabilities were calculated by apply-
ing the valid tax rates at which a refund from, or a pay-
ment to, the relevant fiscal authorities is expected.
Deferred tax assets and liabilities derive from diffe-
rences between the value of an asset or liability as shown
in the balance sheet and its assigned value in tax terms. In
the future, these will probably either increase or reduce
taxes on income (temporary differences). They were
measured at the specific income-tax rates which apply in
the country where the company in question has its seat
and which can be expected to apply for the period in
which they are realized. Deferred taxes on as yet unused
losses carried forward are shown in the balance sheet if
taxable profits are likely to occur at the same unit. Tax
assets and liabilities are not netted against one another;
no discounting is practised. Deferred tax assets and liabil-
ities are formed and carried such that — depending on the
treatment of the underlying item - they are recognized
either under Taxes on income in the income statement or
under the respective equity item with no effect on the

income statement.

Income-tax expenses orincome which are attributable
to the Profit from ordinary activities after restructuring
expenses and Expenses arising from special factors are
shown under Taxes onincome in the consolidated income
statement and divided in the notes into current and
deferred tax claims and liabilities in the financial year.
Other taxes which are independent of income are sub-
sumed under Other operating result. Current and deferred
tax assets and tax liabilities appear as separate asset or
liability items in the balance sheet. No taxes on income
were incurred in the past financial year in connection with
extraordinary business developments.

(25) Subordinated capital

Under Subordinated capital, we carry issues of profit-
sharing certificates as well as securitized and non-securi-
tized subordinated liabilities. After their initial recognition
at cost, they are shown at amortized cost. Premiums and
discounts are recognized under Net interest income over
the entire lifetime.

(26) Trust business

Trust business involving the management or placing of
assets for the account of others is not shown in the bal-
ance sheet. Commissions received from such business
are included under Net commission income in the income

statement.

(27) Treasury shares

Treasury shares held by the Parent Bank in its portfolio on
the balance-sheet date are deducted directly from Equity.
Gains and losses resulting from the Bank's own shares are
set off against one another, with no effect on net profit.

(28) Staff remuneration plans

For its executives and selected other members of staff, the
Group has approved five “long-term performance plans”
(LTP). These plans (LTP 2000-2004) permit a remuneration
in cash geared to the performance of the share price or a
stock index; under the currently valid classification, they
are considered to be "virtual” stock option plans. The
if the
Commerzbank share outperforms the Dow Jones Euro

programmes entail a payment commitment

Stoxx® Bank index and/or the absolute performance of the
Commerzbank share is at least 25%.



In order to participate in the LTP, those eligible have to
invest in Commerzbank shares. The scale of such an
investment for staff who are not members of the Board of
Managing Directors depends on their function group
(possible investment: between 100 and 1,200 shares).
Payments under these plans will be determined by two
criteria:

For 50% of the shares:

e the Commerzbank share outperforms the Dow Jones
Euro Stoxx® Bank index (payment guaranteed by out-
performance of at least 1 percentage point to a maxi-
mum of 10 percentage points).

For 50% of the shares:

e an absolute rise in the price of the Commerzbank
share (payment guaranteed by a rise of at least 25% to
a maximum of 52%).

Given achievement of the two criteria, eligible partici-
pants will receive a maximum of €100 per share of their
own participation, whereby Commerzbank shares will be
delivered to the participant’s custody account for 50% of
this gross amount.

Payment and the delivery of shares is dependent upon
the Parent Bank paying a dividend for the financial year.

The first comparison of the base prices of the first
quarter of 2000 (LTP 2000), the first quarter of 2001 (LTP
2001), the first quarter of 2002 (LTP 2002), the first quarter
of 2003 (LTP 2003), or the first quarter of 2004 (LTP 2004)
with the data for the comparable period will be made after
three years in each case, or as soon as a first hurdle to
exercising is reached or exceeded. Should none of the
exercising criteria have been met after this time has
elapsed, comparison will be made with the base data at
annual intervals. If none of the performance targets have
been achieved after five years, the plans will be ter-
minated. The first and second comparisons for LTP 2000
with the prices for the first quarter of 2003 and 2004,
respectively, and the first comparison for LTP 2001 with
the prices for the first quarter of 2004 revealed that none
of the exercise criteria had been fulfilled.

For the commitments arising from the LTPs described,
we calculate annually, in accordance with the relevant
GASB standard model, the pro-rata overall value of the
LTP; wherever necessary, we form a provision and charge
it to Operating expenses. Given the high base prices for
LTPs 2000 to 2002 and the still not reached base prices for

NOTES

LTP 2004, there was no need to form a provision for the
2004 financial year. For LTP 2003, where utilization on the
basis of the share price level on December 31,2004 seems
likely, the necessary provisions of €14.5m have been
formed within the Group.

Within the Jupiter International Group plc (JIG), four
staff
December 31, 2004. Under the terms of the so-called
B shares or Profit Shares Plan, eligible members of

remuneration/stock-option plans existed as of

staff receive a contractually assured payment, linked to
possession of virtual shares and to the Jupiter Group’s
respective net profit at the end of the years 2002 to 2004.
Each payment will be made in three annual instalments,
the size of the payment being geared to the 2000 profit.
Insofar as the net profit in subsequent years falls below
this base value, payments will also be reduced. Since
2003, no new B shares have been issued, as this plan is
being terminated. In previous years, the necessary alloca-
tions to provisions were made to the required extent and
charged to operating expenses.

The so-called C shares or Growth Shares Plan gives
those eligible — a group of senior staff — the right to sub-
scribe to shares of Commerz Asset Management (UK) plc,
which are also subject to an obligation to purchase on
the part of the Parent Bank. The value of these shares is
oriented to the typified change in value of the JIG Group.
Those eligible do not receive a guaranteed payment, as
the reference figure may alter either positively or nega-
tively. Here, limits have been established for the payment
of minimum amounts (corresponding to the costs to
employees when rights are granted; i.e. personal income
tax and social security charges) and maximum amounts.
Employees have the right to tender delivery of shares
annually, within certain limits, but they also have the
possibility of disposing of their entire portfolio after four
years. In addition, certain rights also exist in connection
with a change-of-control clause. The reference base for
this plan was altered in 2003, with the adjusted profit for
2000 being replaced by that for 2002. No more new rights
were granted under this plan in 2004. In the 2004 financial
year, Commerzbank AG purchased shares from this plan
to an overall value of €13.1m.

At the same time, an ongoing "options programme”
was launched in 2003 in favour of the employees of
JIG, which entails a cash compensation based on the
performance of JIG and can be considered to be a virtual
stock option plan. Internally, this plan is known as the
“D options plan” and entitles all those to participate who
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had joined Jupiter by December 31, 2003, and were
already entitled under the C Shares Plan. Under this plan,
a payment falls due if the adjusted profit in the year prior
to the exercising of the option is higher than the level of
the base year. For the options granted in 2003, the 2003
adjusted profit was established as the reference figure.
A third of the options may be exercised three years after
they are granted and a further third after four years, while
all options must be exercised five years after they are
granted, otherwise they expire. In addition, certain rights
also exist in connection with a change-of-control clause.
In 2004, further adjusted option rights were assigned to
these in the described manner, as were rights under the
E Options Plan, which differs only in terms of the rights
conferred by the change-of-control clause and extends
entitlement to staff who joined after December 31, 2003.
No rights were exercised under these plans during the
2004 financial year.

In addition, it is possible at other subsidiaries, in-
cluding in Asset Management, for selected employees
to participate through private equity models in the per-
formance of the respective company. Payment in such
cases depends on the extent to which fixed performance
targets are attained. These models include direct invest-
ment in shares of the respective company. Frequently,
these are offered at reduced prices and in combination
with call or put options. In addition, warrants and share
subscription rights are issued. Premiums are also granted
which may similarly be used to subscribe to shares.
The observance of blocking periods and agreements for
later repurchase determine whether additional income is
received. For such models, we calculate the need for pro-
visions annually, using suitable methods, and show this
where necessary under Operating expenses.



Major differences in accounting,
measurement and consolidation methods:
IAS/IFRS compared with HGB

The objective of financial statements based on IAS/IFRS is
to provide information on the group’s asset and financial
position and its earnings performance and also changes
inthese over time. By contrast, financial statements based
on the German Commercial Code (HGB) are primarily
geared to investor protection and are also influenced by
tax-law provisions due to their authoritative character for
the balance sheet prepared for tax purposes. Given these
different objectives, the following major differences in
accounting and measurement methods arise between
IAS/IFRS and HGB:

Provision for possible loan losses

Provision for possible loan losses is shown as a charge on
the assets side. Hidden reserves pursuant to Art. 340f,
HGB may not be formed in IAS/IFRS financial statements.

Trading portfolios and derivative financial instruments

In accordance with IAS 39, financial assets held for deal-
ing purposes (Assets held for dealing purposes) and cer-
tain financial liabilities (Liabilities from dealing activities)
as well as derivative financial instruments not held for
trading purposes (hedging derivatives) always have to be
measured at fair value. Depending on how these financial
instruments are classified, all gains and losses are either
shown in the income statement or under Equity with no
effect on net profit, regardless of whether they are realized
or not. HGB rules, however, do not provide for unrealized
gains to be recognized.

Investments and securities portfolio

Investments and securities as well as available-for-sale
claims not originated by the Bank are measured at fair
value in accordance with IAS 39 or, insofar as this cannot
be reliably ascertained, they are shown at cost. The result
of measurement has no effect on income and is shown in
the Revaluation reserve. Under German accounting prin-
ciples, investments are part of fixed assets and have to be
shown at cost. If their value is likely to be permanently
impaired, they have to be written down at their lower

value.

NOTES

In terms of their character, securities in the available-
for-sale portfolio count as part of the liquidity reserve
according to HGB and have thus to be classified as current
assets. Under HGB rules, the strict lower-of-cost-or-mar-
ket principle applies in the measurement of such securi-
ties portfolios. In accordance with German accounting
rules, claims not originated by the Bank have to be recog-

nized at amortized cost, less write-downs.

Hedge accounting

Pursuant to IAS 39, hedges may be created between a
hedged item and a derivative financial instrument for
hedge accounting purposes. Hedged items may be finan-
cial assets (e.g. claims or securities) and financial commit-
ments (e.g. liabilities or bonds issued). For both fair value
hedges and cash flow hedges, detailed rules exist which
call for the fair value of a derivative hedging instrument to
be shown in gross form. Under German accounting prin-
ciples, however, hedging transactions are taken account
of by means of a netted-out lower-of-cost-or-market prin-
ciple, applied in measuring the hedged items.

Intangible assets developed in-house and goodwill
Whereas intangible assets developed in-house may not
be recognized under HGB rules, IAS/IFRS requires this, if
certain conditions are fulfilled. Goodwill, resulting from
full consolidation, which in accordance with HGB pro-
visions may be set off directly against retained earnings in
the consolidated financial statements, has to be recog-
nized as an asset and amortized under IAS rules.

Pension commitments

In accordance with IAS/IFRS, pension commitments are
calculated using the projected-unit-credit method. The
calculation takes account of future commitments, reflect-
ing future increases in pay and pensions and also infla-
tion. The discount factor under IAS/IFRS rules is related to
the long-term interest rate. By contrast, HGB accounting is
regularly geared to the respective valid income-tax regu-
lations, in particular the normal entry-age method.
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Other provisions

In accordance with IAS/IFRS, provisions may only be
formed if they relate to an external commitment. Provi-
sions for expenses, possible under HGB, for the purpose
of recognizing future outlays as expenses in the past
financial year are not permitted. IAS/IFRS rules require
more concrete details than HGB as regards the formation
of provisions for restructuring, covering among other
things the development, adoption and announcement of
a detailed plan.

Deferred tax assets and liabilities

Under IAS/IFRS rules, deferred tax assets and liabilities
are calculated with reference to the balance sheet. Advan-
tages deriving from tax loss carry-forwards have to be
capitalized if it can be assumed that they will be used at a
later date. The income-tax rates employed to measure the
differences between the values assigned in the balance
sheet and those for tax purposes are future-oriented. No
netting occurs. By contrast, the HGB approach to recog-
nizing deferred tax assets and liabilities is geared to the
income statement and currently valid income-tax rates
are applied. The differences in approach tend to make
deferred taxes more significant under IAS/IFRS rules.

Equity

In IAS financial statements, minority interests appear as a
separate balance-sheet item. In accordance with Art. 307,
HGB, interests held by other shareholders have to be
shown separately within equity. With the rules of IAS 39

applied, changes attributable to the investments and
securities portfolio and also effective portions of the gains
and losses on cash flow hedges have to be shown in
equity with no effect on net income. This type of income-
neutral accounting is not found in German accounting
rules. Under IAS/IFRS rules, treasury shares held on the
balance-sheet date are deducted from equity; the gains
and losses attributable to treasury shares are set off
against reserves with no effect on income. Pursuant to
HGB rules, a reserve for treasury shares has to be formed
equivalent in amount to the treasury shares shown on the
assets side of the balance sheet, while measurement and
trading results are reflected in the income statement.

Trust business
Trust business, which appearsin the balance sheetin HGB
accounting, does not appear there under IAS/IFRS rules.

Tax valuation

In line with the so-called reverse authority principle, valu-
ation principles are applied under HGB rules that comply
with tax-law provisions. Financial statements prepared
under IAS/IFRS rules may not contain special deprecia-
tion and valuation principles that are permissible under
tax regulations insofar as they deviate from valuations
required by IAS/IFRS rules. As from the 2003 financial
year, this ban also applies to consolidated financial
statements prepared pursuant to HGB, due to the legal
changes produced by the German legislation on trans-
parency and publication of information.
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Notes to the income statement

(29) Net interest income

2004 2003 Change
€m €m in %

Interest income from lending and money-market transactions
and also from available-for-sale securities portfolio 10,904 11,396 -4.3
Dividends from securities 89 104 -14.4
Current result on investments and subsidiaries 130 91 42.9
Current result on investments in associated companies 93 85 9.4
Currentincome from leasing 136 91 49.5
Interest income 11,352 11,767 -3.5
Interest paid on subordinated capital 505 550 -8.2
Interest paid on securitized liabilities 3,159 3,262 -3.2
Interest paid on other liabilities 4,595 5,117 -10.2
Current expenses from leasing 102 62 64.5
Interest expenses 8,361 8,991 -7.0
Total 2,991 2,776 7.7

Interest margins:
The average interest margin, based on the average risk-weighted assets in balance-sheet business according to BIS, was
2.73% (previous year: 2.39%).

(30) Provision for possible loan losses

Provision for possible loan losses appears as follows in the consolidated income statement:

2004 2003 Change

€m €m in %

Allocation to provisions -1,282 -1,562 -17.9
Reversals of provisions 550 597 -7.9
Direct write-downs -124 -145 -14.5
Income received on written-down claims 20 26 -23.1

Total -836 -1,084 -22.9
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(31) Net commission income

Securities transactions

Asset management

Payment transactions and foreign commercial business
Guarantees

Income from syndicated business

Other net commission income

Total

(32) Net result on hedge accounting

Net result on derivatives used as hedging instruments
Net result on hedged items
Total

2004 2003 Change
€m €m in %
839 802 4.6
576 509 13.2
426 388 9.8
142 134 6.0

99 94 5.3
168 209 -19.6
2,250 2,136 5.3
2004 2003 Change
€m €m in %
-1,654 -358
1,560 398
6 40 -85.0

This item reflects the gains and losses attributable to effective hedges in connection with hedge accounting. The result

deriving from hedging instruments and the related hedged items represents only the measurement effects arising from

fair value hedges.

(33) Trading profit

Trading profit has been split into two components:

Net result on proprietary trading in securities, promis-
sory notes, precious metals and derivative instru-
ments.

Net result on the measurement of derivative financial
instruments which do not form part of the trading
book and do not qualify for hedge accounting.

All the financial instruments held for dealing purposes
are measured at their fair value. We use market prices to
measure listed products, while internal price models
(above all, net present-value and option-price models)
are used in determining the current value of non-listed
trading transactions. Apart from the realized and un-
realized gains and losses attributable to trading activities,
the Trading profit also includes the interest and dividend
income related to such transactions and also their funding

costs.
2004 2003 Change
€m €m in %
Net result on proprietary trading 632 841 -24.9
Net result on the measurement of derivative financial instruments -93 -104 -10.6

Total

539

737

-26.9



(34) Net result on investments and securities portfolio (available for sale)

NOTES

Under the Net result on investments and securities portfolio, we show the disposal proceeds and the gains and losses

on available-for-sale securities, claims not originated by the Bank, investments, investments in associated companies

and holdings in subsidiaries which have not been consolidated.

2004
€m

Net result on available-for-sale securities and
claims not originated by the Bank 215
Net result on disposals and measurement of investments,
investments in associated companies and
holdings in subsidiaries 146
Total 361

(35) Operating expenses

2003
€m

174

117
291

Change

in %

23.6

24.8
241

The Group’s Operating expenses consist of personnel and other expenses, and depreciation on office furniture and

equipment, real property, and also on other intangible assets. The expenses break down as follows:

Personnel expenses:

2004

€m

Wages and salaries 1,922

Compulsory social-security contributions 293

Expenses for pensions and other employee benefits 205
of which:

contributions to BVV and Versorgungskasse des Bankgewerbes 48

company pension scheme 157

Total 2,420

2003
€m
1,925
294
223

53
170
2,442

Change
in %
-0.2
-0.3
-8.1

-9.4
7.6
-0.9
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Other expenses:

Expenses for office space
IT costs

Compulsory contributions, other administrative and
company-law expenses

Advertising, PR and promotional costs, consulting
Workplace costs

Sundry expenses

Total

Depreciation of office furniture and equipment, real property and other intangible assets:

Office furniture and equipment
Real property

Other intangible assets

Total

(36) Other operating result

The Other operating result primarily comprises alloca-
tions to and reversals of provisions, as well as interim
expenses and income attributable to hire-purchase agree-
ments. Expenses and income arising from building

Major other operating expenses
Expenses arising from building and architects’ services
Allocations to provisions
Hire-purchase expenses and interim costs
Major other operating income
Reversals of provisions
Hire-purchase proceeds and interim income
Income from building and architects’ services
Income from disposal of fixed assets
Balance of sundry other operating expenses/income
Other operating result

2004 2003 Change
€m €m in %
503 482 4.4
455 467 -2.6
244 229 6.6
110 91 20.9
181 185 -2.2
146 140 4.3

1,639 1,594 2.8

2004 2003 Change
€m €m in %
315 426 -26.1

52 19
35 30 16.7
402 475 -15.4

and architects’ fees occur in connection with the construc-
tion management of our sub-group CommerzLeasing
und Immobilien AG. Other taxes are also included in this
item.

2004 2003 Change
€m €m in %
170 224 -24.1

51 45 13.3
49 111 -55.9
70 68 2.9
284 214 32.7
127 73 74.0
72 70 2.9
57 53 7.5
28 18 55.6
79 184 -57.1
193 174 10.9



(37) Regular amortization of goodwill

NOTES

The regular amortization of goodwill amounted to €83m (previous year: €110m). This also includes the amortization of

€9m (previous year: €19m) on goodwill in companies included at equity.

(38) Restructuring expenses

Expenses for restructuring
measures introduced

Total

In autumn 2004, we decided to restructure our invest-
ment-banking activities. One of the various concrete
individual measures is to reduce the non-customer-based
business lines proprietary trading, brokerage and
research in particular. Restructuring expenses of €132m
have been incurred for the impending staff reductions and

also for other related expenses.

(39) Expenses arising from special factors

Value adjustments to the financial assets and
participations portfolio, including the costs of
cancelling related funding

Total

2004 2003 Change
€m €m in %
132 104 26.9
132 104 26.9

In the 2003 financial year, expenses related to the
second cost-cutting offensive. As part of this project,
procedures were streamlined and made more efficient
by means of a series of concrete individual measures
at both head office and various subsidiaries. In addition,
it was resolved to discontinue various uneconomical

activities.

2004 2003 Change
€m €m in %
- 2,325
- 2,325

In the previous year, we made the value adjustments to our portfolio of financial assets and participations which we had

written down in connection with an impairment test.
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(40) Taxes on income

Income-tax expenses break down as follows:

2004 2003 Change
€m €m in %
Current taxes on income 423 197
Deferred taxes -70 52
Total 353 249 41.8

Deferred taxes on the assets side include tax expenses of €73m (previous year: €26m) from the writing-back of capital-
ized advantages deriving from loss carry-forwards, which were used in the past financial year.

The following transitional presentation shows the connection between the Profit from ordinary activities and Taxes on
income in the past financial year:

2004 2003
€m €m
Net pre-tax profit according to IAS 828 -1,980
Group's income-tax rate (%) 39.9 39.9
Calculated income-tax payments in financial year 330 -790
Effects due to differing tax rates affecting income
during periods in question -41 -28
Effects of taxes from previous years recognized in past financial year 104 49
Effects of non-deductible operating expenses and tax-exempt income -347 741
Regular amortization of goodwill 34 43
Deferred tax assets not recognized 68 158
Other effects 205 76
Taxes on income 353 249
The Group income-tax rate selected as a basis for the tran- Income effects result from discrepancies between the

sitional presentation is made up of the corporate income-  tax rates valid for foreign units. The tax rates outside Ger-
tax rate of 25% applied in Germany, plus the solidarity sur- many ranged between 0% and 46%.

charge of 5.5%, and an average rate of 18.4% for trade

earnings tax. With the deductibility of trade earnings tax

taken into consideration, the German income-tax rate is

roughly 39.9%.



(41) Basic earnings per share

Profit/loss per share

Operating profit (€ m)

Net profit/net loss (€ m)

Average number of ordinary shares issued (units)
Operating profit per share (€)

Earnings/loss per share (€)

The earnings/loss per share, calculated in accordance with
IAS 33, is based on net profit/loss without the earnings/
loss for the year attributable to minority interests.

(42) Cost/income ratio

Cost/income ratio before

regular amortization of goodwill,
expenses arising from special factors
and restructuring expenses

NOTES

31.12.2004 31.12.2003 Change
in %
1,043 559 86.6

393 -2,320
593,373,110 544,202,112 9.0
1.76 1.03 70.9

0.66 -4.26

In the past financial year and on December 31, 2004,
no conversion or option rights were outstanding. The
diluted earnings/loss per share, therefore, corresponds
to the earnings/loss per share.

2004 2003 Change
in %
70.4 73.3 -4.0
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(43) Segment reporting

Segment reporting reflects the results of the operating
business lines included in the Commerzbank Group. Our
internal management information memoranda, which are
prepared monthly in line with IAS rules, serve as a basis.

Allocation to business lines is based on the Group's
internal organization structure, which since January 1,
2001, has consisted of two divisions: Retail Banking and
Asset Management, on the one hand, and Corporate and
Investment Banking, on the other.

The Retail Banking and Asset Management division is
made up of the Retail Banking, Private Banking and Asset
Management departments.

The Corporate and Investment Banking division com-
prises our corporate activities and business involving
institutions, as well as investment-banking operations.

Group Treasury is presented separately. Similarly, the
mortgage banks appear as an independent business line.

Survey of the structure of the operating divisions valid in the past financial year:

Retail Banking and
Asset Management division

Corporate and
Investment Banking division

) These departments are grouped together
under Corporate customers and institutions

in segment reporting.

Retail Banking
department

Private Banking
department

Asset Management
department

Corporate Banking 1
department

Multinational Corporates 1
department

Financial Institutions 1
department

Real Estate 1)
department

Securities
department

Group Treasury
staff department

Mortgage banks



Our segment reporting breaks down into the following
seven reportable segments:

e Retail banking, including business with retail cus-
tomers, private banking and direct banking through
our subsidiary comdirect bank Aktiengesellschaft. As
of June 30, 2004, the results of SchmidtBank were con-
solidated for the first time.

e Asset management, comprising above all COMINVEST
Asset Management GmbH, Frankfurt, COMINVEST Asset
Management S.A., Luxembourg, and Jupiter Interna-
tional Group plc.

e Corporate customers and institutions, presenting the
results of the Corporate Banking, Multinational Cor-
porates, and Financial Institutions departments, as
well as those for real-estate business and the commer-
cial activities of corporate customers involving our
domestic and foreign units.

e Securities, comprising all the equity and bond-trading
activities, trading in derivative instruments, interest-
rate and currency management, and also M&A busi-
ness.

e Group Treasury, reporting the progress of domestic
liquidity management and also of managing the
Bank’s capital structure.

e Mortgage banks, consisting of Eurohypo Aktiengesell-
schaft, Hypothekenbank in Essen AG and also Erste
Européaische Pfandbrief- und Kommunalkreditbank in
Luxemburg. Eurohypo Aktiengesellschaft is consoli-
dated at equity.

e Inthe "Others and consolidation” segment, the profit
contributions appear for which the individual banking
departments are not responsible. These also include
those expenses and income items that are necessary
in order to reconcile the control variables of internal
accounting, shown in the segment reporting of the
operating departments, with the corresponding exter-
nal accounting data.

The result generated by the segments is measured in
terms of the operating profit and the pre-tax profit, as well
as the figures for the return on equity and the cost/income
ratio. Through the presentation of pre-tax profits, minor-
ity interests are included in both the result and the ave-
rage equity tied up. All the revenue for which a segment is
responsible is thus reflected in the pre-tax profit.

NOTES

The operating return on equity or the return on equity
of the pre-tax profit is calculated from the relationship
between the operating profit or the pre-tax profit and the
average amount of equity that is tied up; it shows the
return on the equity that is invested in a given business
line. The cost/income ratio in operating business reflects
the cost efficiency of the various segments. It represents
the quotient formed by operating expenses and income
before provisioning.

Income and expenses are shown such that they reflect
the originating unit and appear at market prices, with the
market interest rate applied in the case of interest-rate
instruments. The net interest income of the respective
segment also includes return on equity and investment
yield as imputed variables. Segments with equity or
which have been endowed with capital are charged inter-
est on their capital in order to ensure comparability with
units which do not have equity. The investment yield
achieved by the Group on its equity is assigned to various
units such that it reflects the average amount of equity
that is tied up. The interest rate that is applied corre-
sponds to that of a risk-free investment in the long-term
capital market. Equity is calculated in accordance with
Principle | of German banking supervision on the basis of
the established average amount of risk-weighted assets
and the capital charges for market risk (risk-weighted
asset equivalents).

Direct and indirect expenditure represent the ope-
rating expenses which are shown in the operating profit.
They consist of personnel costs, other expenses and
depreciation of fixed assets and other intangible assets,
excluding goodwill. Regular amortization of goodwill,
expenses arising from special factors and restructuring
expenses appear below the operating profit in the pre-tax
profit. Operating expenses are assigned to the individual
segments on the basis of the causation principle. The indi-
rect expenses arising in connection with internal services
are charged to the beneficiary or credited to the segment
performing the service.
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Breakdown, by segment

2004 financial year Retail Asset  Corporate Securities Group Mortgage Others Total

banking ~manage- customers Treasury banking and

ment and insti- consoli-

€m tutions dation
Net interest income 1,121 -8 1,604 10 206 278 -220 2,991
Provision for
possible loan losses -213 - -570 -2 - -51 - -836
Net interest income
after provisioning 908 -8 1,034 8 206 227 -220 2,155
Net commission income 1,010 449 696 116 -1 -12 -8 2,250
Net result on
hedge accounting - 1 - - 1 4 - 6
Trading profit 3 8 53 589 -4 -110 - 539
Net result on investments
and securities portfolio 4 15 34 -6 27 147 140 361
Other operating result 30 23 98 -17 - -6 65 193
Revenue 1,955 488 1,915 690 229 250 -23 5,504
Operating expenses 1,671 321 1,308 837 57 43 324 4,461
Operating profit 384 167 607 -147 172 207 -347 1,043
Regular amortization
of goodwill - 59 10 - - 8 6 83
Restructuring
expenses - - - 132 - - - 132

Expenses arising
from special factors - - - - - - - _

Pre-tax profit 384 108 597 -279 172 199 -353 828
Average equity tied up 1,823 524 4,734 1,140 139 905 993 10,258
Operating return

on equity (%) 21.1 31.9 12.8 -12.9 123.7 22.9 . 10.2
Cost/income ratio in

operating business (%) 725 65.8 52.6 121.0 24.9 14.3 - 70.4
Return on equity of

pre-tax profit (%) 21.1 20.6 12.6 -24.5 123.7 22.0 . 8.1

Staff (average no.) 10,207 1,437 9,770 1,181 41 192 8,572 31,400



Breakdown, by segment

2003 financial year

€m
Net interest income

Provision for
possible loan losses

Net interest income
after provisioning

Net commission income

Net result on
hedge accounting

Trading profit

Net result on investments
and securities portfolio

Other operating result
Revenue

Operating expenses
Operating profit
Regular amortization
of goodwill

Restructuring
expenses

Expenses arising

from special factors
Pre-tax profit

Average equity tied up
Operating return

on equity (%)
Cost/income ratio in
operating business (%)
Return on equity of
pre-tax profit (%)

Staff (average no.)

Retail
banking

1,075

-159

916
911

13
1,849
1,591

258

258
1,804

143

79.2

14.3
10,726

Asset
manage-
ment

=17

=17
436

435
345
20

77

5
639

14.1

79.3

0.8
1,598

Corporate

customers
and insti-
tutions

1,596

-885

711
726

30

55

64

1,686
1,231
355

25

321
5,154

6.9

49.8

6.2
9,335

Securities Group Mortgage Others

Treasury banking and

consoli-

dation

62 238 273 -451

- - —40 -

62 238 233 -451
96 -1 -12 -20
- -1 40 -
783 8 -127 27
10 32 142 35
-16 - -2 124
935 276 274 -285
932 56 32 324
3 220 242 -609

1 - 18 5

34 - - 37

- - - 2,325
-32 220 224 -2,976
995 108 888 1,769
0.3 203.7 27.3 .
99.7 20.3 10.2 .
-3.2 203.7 25.2 .
1,374 42 156 9,667

NOTES

Total

2,776

-1,084

1,692
2,136

40
737

291
174
5,070
4,511
559

110
104
2,325
-1,980
11,357
4.9

73.3

-17.4
32,898
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Quarterly results, by segment

1st quarter 2004

€m
Net interest income

Provision for
possible loan losses

Net interest income
after provisioning

Net commission income

Net result on
hedge accounting

Trading profit

Net result on investments
and securities portfolio

Other operating result
Revenue

Operating expenses
Operating profit

Regular amortization
of goodwill

Restructuring
expenses

Expenses arising
from special factors

Pre-tax profit

Retail
banking

279

240
280

526
404
122

122

Asset
manage-
ment

-2

131
79
52

15

37

Corporate

customers
and insti-
tutions

400

-194

206
170

13

18
22
429
311
118

116

Securities Group Mortgage Others

Treasury banking and
consoli-
dation

4 a7 52 -62

- — -5 -
4 47 a7 -62
36 - -2 -8
- 3 - -
312 -4 -5 -5
2 8 22 24

- - - 34
354 54 62 -17
234 16 8 52
120 38 54 -69
- - 2 1
120 38 52 -70

Total

718

-238

480
597

314

77

67
1,639
1,104
435

20

415



2nd quarter 2004

€m
Net interest income

Provision for
possible loan losses

Net interest income
after provisioning

Net commission income

Net result on
hedge accounting

Trading profit

Net result on investments
and securities portfolio

Other operating result
Revenue

Operating expenses
Operating profit
Regular amortization
of goodwill

Restructuring
expenses

Expenses arising
from special factors

Pre-tax profit

Retail
banking

276

230
253

495
394
101

101

Asset
manage-
ment

-3

118
78
40

15

25

Corporate

customers
and insti-
tutions

414

-161

253
174

41
477
312
165

162

Securities

25

154

Group
Treasury

69

69

-5
22

89
16
73

73

NOTES

Mortgage Others Total
banking and

consoli-

dation
57 -12 805
-5 - -214
52 -12 591
-4 2 557
-6 - -1
-48 - 131
58 103 181
- 26 82
52 119 1,531
8 92 1,128
44 27 403
2 1 21
42 26 382
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3rd quarter 2004 Retail Asset  Corporate Securities Group Mortgage Others Total

banking manage- customers Treasury banking and

ment and insti- consoli-

€m tutions dation
Net interest income 284 -4 386 3 66 58 -75 718
Provision for
possible loan losses -52 - -142 - - -5 - -199
Net interest income
after provisioning 232 -4 244 3 66 53 -75 519
Net commission income 225 106 180 22 -1 -3 -3 526
Net result on
hedge accounting - - - - 6 8 - 14
Trading profit - 2 15 9 -15 -25 5 -9
Net result on investments
and securities portfolio 2 3 - 4 -3 17 1 24
Other operating result 1 11 27 -3 - -2 1 35
Revenue 460 118 466 35 53 48 -71 1,109
Operating expenses 375 84 304 206 12 8 89 1,078
Operating profit 85 34 162 -171 41 40 -160 31
Regular amortization
of goodwill - 14 2 - - 2 2 20
Restructuring
expenses - - - 132 - - - 132

Expenses arising
from special factors - - - - - - - _

Pre-tax profit 85 20 160 -303 41 38 -162 -121



4th quarter 2004

€m
Net interest income

Provision for
possible loan losses

Net interest income
after provisioning

Net commission income

Net result on
hedge accounting

Trading profit

Net result on investments
and securities portfolio

Other operating result
Revenue

Operating expenses
Operating profit
Regular amortization
of goodwill

Restructuring
expenses

Expenses arising
from special factors

Pre-tax profit

Retail
banking

282

206
252

17
474
398

76

76

Asset
manage-
ment

121
80
41

15

26

Corporate

customers
and insti-
tutions

404

-73

331
172

25

543
381
162

159

Securities

33

114

Group
Treasury

24

24

-3

-7

19

33

13
20

20

NOTES

Mortgage Others Total
banking and

consoli-

dation
111 -71 750
-36 - -185
75 -71 565
-3 1 570
2 - -1
-32 - 103
50 12 79
-4 4 9
88 -54 1,325
19 91 1,151
69 -145 174
2 2 22
67 -147 152
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Results, by geographical market

Assignment to the respective segments on the basis of the seat of the branch or consolidated company produces the
following breakdown:

2004 financial year Europe America Asia Other Total
including countries

€m Germany

Net interest income 2,748 199 35 9 2,991
Provision for possible loan losses -843 -1 18 - -836
Net interest income after provisioning 1,905 188 53 9 2,155
Net commission income 2,093 108 46 3 2,250
Hedging result 6 - - - 6
Trading profit 498 23 11 7 539

Net result on investments
and securities portfolio

(available for sale) 353 4 4 - 361
Operating expenses 4,216 167 72 6 4,461
Other operating result 177 1 15 - 193
Operating profit 816 157 57 13 1,043
Risk-weighted assets according to BIS" 122,161 9,640 2,387 719 134,907

" excluding market risk

In the previous year, we achieved the following results in the geographical markets:

2003 financial year Europe America Asia Other Total
including countries

€m Germany

Net interest income 2,470 244 52 10 2,776
Provision for possible loan losses -986 -94 -4 - -1,084
Net interest income after provisioning 1,484 150 48 10 1,692
Net commission income 1,920 135 78 3 2,136
Hedging result 40 5 -6 1 40
Trading profit 715 9 12 1 737

Net result on investments
and securities portfolio

(available for sale) 260 31 - - 291
Operating expenses 4,246 176 84 5 4,511
Other operating result 147 27 1 -1 174
Operating profit 320 181 49 9 559
Risk-weighted assets according to BIS™" 123,112 9,316 2,751 650 135,829

" excluding market risk
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Notes to the balance sheet

(44) Cash reserve

We include the following items in the cash reserve:

31.12.2004 31.12.2003 Change

€m €m in %

Cash on hand 597 917 -34.9

Balances with central banks 3,037 4,794 -36.6

Debt issued by public-sector borrowers, and

bills of exchange rediscountable at central banks 1,254 1,718 -27.0
Treasury bills and discountable treasury notes,

as well as similar debt issues by public-sector borrowers 945 1,383 -31.7

Bills of exchange 309 335 -7.8

Total 4,888 7,429 -34.2

The balances with central banks include claims on the Bundesbank totalling €2,145m (previous year: €3,744m). The
minimum reserve requirement to be met at end-December 2004 amounted to €1,646m (previous year: €1,964m).

(45) Claims on banks

total due on demand other claims
31.12.2004 31.12.2003 Change 31.12.2004 31.12.2003 31.12.2004 31.12.2003
€m €m in % €m €m €m €m
German banks 34,619 18,868 83.5 4,288 5,437 30,331 13,431
Foreign banks 44,740 32,789 36.4 16,588 11,536 28,152 21,253
Total 79,359 51,657 53.6 20,876 16,973 58,483 34,684

The claims on banks include €5,275m of public-sector loans (previous year: €5,342m) extended by the mortgage banks.

(46) Claims on customers

The claims on customers break down as follows:

31.12.2004 31.12.2003 Change

€m €m in %

Claims on domestic customers 96,885 96,364 0.5
Claims on foreign customers 38,740 42,074 -7.9
Total 135,625 138,438 -2.0

The claims on customers include €26,034m (previous year: €26,855m) of loans secured by mortgages or other security
interests in real property (loans of up to 60% of the collateral value) as well as €19,184m (previous year: €19, 597m) of
communal loans.



F-226

NOTES

(47) Claims on and liabilities to subsidiaries and equity investments

The claims on and liabilities to unconsolidated subsidiaries, associated companies and companies in which an equity

investment exists are as follows:

Claims on banks
Subsidiaries

Associated companies and companies
in which an equity investment exists

Claims on customers
Subsidiaries

Associated companies and companies
in which an equity investment exists

Bonds, notes and other fixed-income securities
Subsidiaries
Associated companies and companies
in which an equity investment exists
Shares and other variable-yield securities

Associated companies and companies
in which an equity investment exists

Total
Liabilities to banks
Subsidiaries

Associated companies and companies
in which an equity investment exists

Liabilities to customers
Subsidiaries

Associated companies and companies
in which an equity investment exists

Total

(48) Total lending

Loans to banks”

Claims on customers”

Bills discounted

Claims not originated by the Bank?
Total

) excluding reverse repos; 2) included in Investments and securities portfolio

31.12.2004
€m
4,916

4,916
253
218

35
1,687

1,687
318

318
7,174
321

321
731
727

1,052

31.12.2004
€m
13,344
124,881
311
22,024
160,560

31.12.2003
€m

1,208

14

1,194
288
239

49
1,620
28

1,592
319

319
3,435
46

43
840
826

14
886

31.12.2003
€m
10,759
130,692
338

22,918
164,707

Change

in %

-12.2
-8.8

-28.6
4.1

6.0
-0.3

-13.0
-12.0

-71.4
18.7

Change
in %
24.0
-4.4
-8.0
-3.9
-2.5

We distinguish loans to banks from claims on banks such that only those claims are shown as loans to banks for which

special loan agreements have been concluded with the borrowers. Therefore, interbank money-market transactions, for

example, do not count as loans to banks.



(49) Provision for possible loan losses

NOTES

Provision for possible loan losses is made in accordance with rules that apply Group-wide and covers all discernible

creditworthiness and country risks. On the basis of past experience, we have formed global valuation allowances for the

latent credit risk.

As of 1.1.
Allocations
Deductions
of which: utilized
of which: reversals

Changes in conso-
lidated companies

Exchange-rate
changes/transfers

Provision for possible

loan losses as of 31.12.

" including provisions

Specific

valuation

allowances"

2004
€m
5,506
1,265
1,405
900
505

-14

5,352

2003
€m
5,320
1,492
1,217
698
519

5,506

Country

valuation

allowances

2004
€m
48

5

36

1

35

17

2003
€m
71
14
34

1

33

48

Global

valuation

allowances

2004
€m
300

12
10

10

309

2003
€m
314

56
45

45

300

Total
2004 2003
€m €m
5,854 5,705
1,282 1,562
1,451 1,296
901 699
550 597
- 7
-7 -124
5,678 5,854

Change
in %
2.6
-17.9
12.0
28.9
-7.9

-94.4

With direct write-downs and income received on written-down claims taken into account, the allocations and reversals

reflected in the income statement gave rise to provision of €836m (previous year: €1,084m) for lending risks.

Provision for possible risks was formed for:

Claims on banks
Claims on customers

Provision to cover balance-sheet items

Guarantees, endorsement liabilities, credit commitments

Total

31.12.2004

€m
13
5,292
5,305
373
5,678

31.12.2003
€m

39

5,471
5,510

344

5,854

Change
in %
-66.7
-3.3
-3.7

8.4

-3.0

After conservatively valued security in an amount of €1,831m had been deducted, the value-adjusted claims producing

neither interest nor income amounted to €4,463m.
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NOTES

The provision for credit risk by customer group breaks down as follows:

€m

German customers

Companies and self-employed
Manufacturing
Construction
Distributive trades
Services, incl. professions, and others

Other retail customers

Foreign customers

Banks

Corporate and retail customers

Total

Specific valuation
allowances and

provisions for

lending business

4,796
4,017
780
303
457
2,477
779
556
13
543
5,352

Loan losses™”
in 2004

714
646
137
67
118
324
68
310
8
302
1,024

1) Direct write-downs, utilized specific valuation allowances and provisions in lending business

2) Allocation less reversals

Data on provision for credit risk:

in %
Allocation ratio”
Write-off ratio?

Cover ratio®

Net allocation? to

valuation allowances

and provisions in

lending business

732
637
89
70
75
403
95
28
28
760

2004
0.52
0.63
3.54

2003
0.66
0.50
3.55

) Net provisioning (new provisions less reversals of valuation allowances and provision for both commercial and country loans and also

general provision, plus the balance of direct write-downs and income received on previously written-down claims) as a percentage of

total lending

2) Defaults (utilized valuation allowances and provision for both commercial and country loans, plus the balance of direct write-downs and

income received on previously written-down claims) as a percentage of total lending

3) Existing provisions (level of valuation allowances and provisions for credit risk in commercial lending, country risk and in general pro-

vision) as a percentage of total lending

Total lending = Total lending in commercial business and country loans (Note 48)



(50) Positive fair values from derivative hedging instruments

Derivative instruments used for hedging purposes and for
hedge accounting and also showing a positive fair value
appear under this item in the balance sheet.

Positive fair values from related effective fair value hedges
Positive fair values from related effective cash flow hedges
Total

(51) Assets held for dealing purposes

The Group's trading activities include trading in bonds,
notes and other fixed-income securities, shares and other
variable-yield securities, promissory notes, foreign
exchange and precious metals as well as derivative finan-
cial instruments. All the items in the trading portfolio are

shown at their fair value.

Bonds, notes and other fixed-income securities
Money-market instruments
issued by public-sector borrowers
issued by other borrowers
Bonds and notes
issued by public-sector borrowers
issued by other borrowers
Shares and other variable-yield securities
Promissory notes held in the trading portfolio

Positive fair values attributable to derivative financial instruments

Currency-based transactions
Interest-based transactions
Other transactions

Total

NOTES

These instruments are measured at their fair value.
For the most part, interest-rate and interest-rate/currency
swaps are used.

31.12.2004 31.12.2003 Change

€m €m in %

2,111 1,649 28.0
1,809 903

3,920 2,552 53.6

The positive fair values also include financial instru-
ments which cannot be used as hedging instruments in
hedge accounting.

31.12.2004 31.12.2003 Change
€m €m in %
20,137 19,099 5.4
903 1,020 -11.5
504 212
399 808 -50.6
19,234 18,079 6.4
6,338 5,478 15.7
12,896 12,601 2.3
10,338 8,510 21.5
798 559 42.8
70,808 59,460 19.1
8,824 11,142 -20.8
58,307 44,544 30.9
3,677 3,774 -2.6
102,081 87,628 16.5

€26,314m (previous year: €25,197m) of the bonds, notes and other fixed-income securities and also shares and other

variable-yield securities were listed securities.
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NOTES

(52) Investments and securities portfolio

The Investments and securities portfolio consists of
claims not originated by the Bank, all bonds, notes and
other fixed-income securities, shares and other variable-
yield securities not held for trading purposes, as well as

Claims on banks and customers not originated by the Bank
Bonds, notes and other fixed-income securities
Money-market instruments
issued by public-sector borrowers
issued by other borrowers
Bonds and notes
issued by public-sector borrowers
issued by other borrowers
Shares and other variable-yield securities
Investments
of which: in banks
Investments in associated companies
of which: in banks
Holdings in subsidiaries
of which: in banks
Total
of which: measured at amortized cost

Fair values of listed financial investments:

€m

Bonds, notes and other fixed-income securities
Shares and other variable-yield securities
Investments

Total

investments, holdings in associated companies measured

at equity and holdings in subsidiaries not included in the

consolidation.

31.12.2004
€m
22,024
64,310
821

54

767
63,489
30,075
33,414
2,138
3,217
1,667
2,379
2,322
139
94,207
594

31.12.2003
€m
22,918
56,311
987
418
569
55,324
26,975
28,349
2,013
3,783
2,353
2,300
2,163
517

7
87,842
1,320

31.12.2004

Fair value

56,484
830
2,751
60,065

Change
in %
-3.9
14.2

-16.8
-87.1
34.8
14.8
11.5
17.9
6.2
-15.0
-29.2
3.4
7.4
-73.1

7.2
-55.0

31.12.2003
Fair value
50,609

864

3,277
54,750



NOTES

Investments in large incorporated companies held by the Commerzbank Group, pursuant to Art. 313, (2), no. 4, HGB:

Name

Al Wataniya

Banque Marocaine du Commerce Extérieur, S.A.
ConCardis GmbH

EURO Kartensysteme GmbH

GZS Gesellschaft fir Zahlungssysteme mbH
Heidelberger Druckmaschinen Aktiengesellschaft
Korea Exchange Bank

Linde Aktiengesellschaft

MAN Aktiengesellschaft

Unibanco — Uniao de Bancos Brasileiros S.A.
Willy Vogel Beteiligungsgesellschaft mbH

*) directly and indirectly held

(53) Intangible assets

Goodwill
Other intangible assets
Total

We amortized goodwill on a regular basis for the last time
as of December 31, 2004. As from January 1, 2005, we are
subjecting goodwill to an impairment test and will per-

form a write-down when the result of the test is lower.

(54) Fixed assets

Land and buildings

Office furniture and equipment
Leased equipment

Total

Seat Percentage share
of capital held

31.12.2004 31.12.2003
Casablanca 9.0 9.0
Casablanca - 5.0
Frankfurt am Main 6.0 6.0
Frankfurt am Main 6.0 6.0
Frankfurt am Main 6.1 6.1
Heidelberg 10.0 10.0
Seoul 14.6 14.8
Wiesbaden 10.0 10.0
Munich 6.8*) 6.8
Sao Paulo 5.1% 5.1
Berlin - 19.0
31.12.2004 31.12.2003 Change
€m €m in %
697 690 1.0
104 112 -7.1
801 802 -0.1

Further goodwill arising from companies shown at
equity is contained in investments in associated compa-
nies (€44m).

Of the other intangible assets, capitalized software
produced in-house accounted for €82m (previous year:
€100m).

31.12.2004 31.12.2003 Change
€m €m in %

762 877 -13.1

859 1,010 -15.0

145 176 -17.6

1,766 2,063 -14.4
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NOTES

(55) Changes in book value of fixed assets and investments

The following changes were registered for intangible and fixed assets, and also for investments, investments in asso-

ciated companies and subsidiaries in the past financial year:

€m
Book value as of 1.1.2004

Cost of acquisition/production
as of 1.1.2004

Additions in 2004
Disposals in 2004

Transfers/changesin
consolidated companies

Cost of acquisition/production
as of 31.12.2004

Write-ups in 2004

Cumulative write-downs as of 31.12.2003
Changes in exchange rates
Additions in 2004
Disposals in 2004

Transfers/changes in
consolidated companies

Cumulative write-downs as of 31.12.2004
Book value as of 31.12.2004

€m
Book value as of 1.1.2004

Cost of acquisition/production
as of 1.1.2004

Additions in 2004
Disposals in 2004

Transfers/changes in
consolidated companies

Cumulative changes arising from
measurement at fair value or at equity

Cost of acquisition/production/fair value
as 0f 31.12.2004

Write-ups in 2004

Cumulative write-downs as of 31.12.2003
Additions in 2004
Disposals in 2004

Transfers/changes in
consolidated companies

Cumulative write-downs as of 31.12.2004
Book value as of 31.12.2004

Intangible assets

Goodwill

690

1,423

19

185

1,618

733

83

112
921
697

Fixed assets
Leased
equipment

176

198
72
68

-2

200

22
34

55
145

Other
intangible
assets

112

203
26
25

35

239

91

35

15

135
104

Investments

3,783

4,905
66
1,058

204

4,122

1,122
29
246

905
3,217

Fixed assets

Land and Office
buildings furniture and
equipment
877 1,010
1,080 3,526
89 206
160 187
-19 -10
990 3,535
203 2,516
3 11
52 315
29 156
-1 -10
228 2,676
762 859
Investments Holdings in
in associated subsidiaries
companies
2,300 517
2,929 554
5 20
104 198
- -186
165 -
2,995 190
629 37
11 14
24 -
616 51
2,379 139
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(56) Tax assets

31.12.2004 31.12.2003 Change
€m €m in %
Current tax assets 606 270
Germany 544 203
Abroad 62 67 -7.5
Deferred tax assets 5,205 5,768 -9.8
Deferred tax assets 5,205 5,768 -9.8
Total 5,811 6,038 -3.8
Deferred taxes represent the potential income-tax relief No deferred taxes have been recognized for loss carry-

from temporary differences between the values assigned  forwards of €3,428m (previous year: €3,084m), as it is
to assets and liabilities in the consolidated balance sheet  uncertain at present whether they will be realized.

in accordance with IAS and their values for tax-accounting For the most part, there are no time limits on the use of
purposes in accordance with the local tax regulations for  the existing tax loss carry-forwards.

consolidated companies.

Deferred tax assets were formed in connection with the following balance-sheet items:

31.12.2004 31.12.2003 Change
€m €m in %
Fair values of derivative hedging instruments 2,092 2,567 -18.5
Assets held for dealing purposes and liabilities from dealing activities 2,189 2,130 2.8
Claims on banks and customers 306 103
Provisions 101 118 -14.4
Securitized liabilities 31 34 -8.8
Liabilities to banks and customers 16 19 -15.8
Sundry balance-sheet items 196 425 -53.9
Capitalized tax loss carry-forwards 274 372 -26.3
Total 5,205 5,768 -9.8
(57) Other assets
Other assets mainly comprise the following items:
31.12.2004 31.12.2003 Change
€m €m in %
Collection items 211 385 -45.2
Precious metals 350 464 -24.6
Sundry assets, including deferred items 1,165 1,797 -35.2

Total 1,726 2,646 -34.8



F-234

NOTES

(58) Liabilities to banks

German banks
Foreign banks
Total

of which:

German banks
Foreign banks
Total

(59) Liabilities to customers

total
31.12.2004
€m
57,987
57,443
115,430

due on demand

31.12.2004
€m

7,449
10,359
17,808

31.12.2003
€m

6,407
11,034
17,441

31.12.2003 Change
€m in %
41,015 41.4
54,234 5.9
95,249 21.2

other liabilities

31.12.2004 31.12.2003
€m €m
50,538 34,608
47,084 43,200
97,622 77,808

Liabilities to customers consist of savings deposits, demand deposits and time deposits, including savings certificates.

German customers
Co rporate customers

Retail customers and others

Public sector
Foreign customers

Corporate and retail customers

Public sector
Total

total
31.12.2004
€m
72,514
39,656
31,071
1,787
32,550
31,894
656
105,064

31.12.2003 Change
€m in %
73,601 -1.5
43,313 -8.4
27,243 14.1
3,045 -41.3
26,399 23.3
25,876 23.3

523 25.4
100,000 5.1



Savings deposits

€m 31.12.2004 31.12.2003
German customers 15,604 11,180
Corporate customers 71 44
Retail customers and others 15,498 11,130
Public sector 35 6
Foreign customers 1,288 1,093
Corporate and
retail customers 1,287 1,092
Public sector 1 1
Total 16,892 12,273

Savings deposits break down as follows:

Savings deposits with agreed period of notice of three month

Savings deposits with agreed period of notice
of more than three months

Total

(60) Securitized liabilities

Securitized liabilities consist of bonds and notes, including

NOTES F-235

Other liabilities
due on demand with agreed lifetime
or period of notice

31.12.2004 31.12.2003 31.12.2004 31.12.2003
26,495 26,932 30,415 35,489
16,338 17,444 23,247 25,825

9,759 8,927 5,814 7,186
398 561 1,354 2,478
9,987 7,362 21,275 17,944
9,854 7,213 20,753 17,571
133 149 522 373
36,482 34,294 51,690 53,433
31.12.2004 31.12.2003 Change

€m €m in %

s 15,797 11,556 36.7
1,095 717 52.7

16,892 12,273 37.6

mortgage and public-sector Pfandbriefe, money-market

instruments (e.g. certificates of deposit, Euro-notes, commercial paper), index certificates, own acceptances and prom-

issory notes outstanding.

31.1

Bonds and notes issued

Money-market instruments issued

Own acceptances and promissory notes outstanding
Total

The nominal interest paid on money-market paper ranges
from 1.167% to 25.0% (previous year: 0.18% to 21.0%); for
bonds and notes, from 0.049% to 17.67% (previous year:
0.05% t0 32.0%). The original maturity periods for money-

total of which: issued by
mortgage banks

2.2004 31.12.2003 31.12.2004 31.12.2003
€m €m €m €m
76,478 71,100 55,650 53,433
10,677 12,680 3,046 5,180
95 212 - -
87,250 83,992 58,696 58,613

market paper may be up to one year. €52bn (previous
year: €44bn) of the bonds and notes have an original life-

time of more than four years.
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NOTES

The following table presents the most important bonds and notes issued in 2004:

Equivalent Currency Issuer Interest rate Maturity
in€m % date
2,500 EUR Hypothekenbank in Essen AG 2.750 2006
2,000 EUR Hypothekenbank in Essen AG 3.250 2009
2,000 EUR Hypothekenbank in Essen AG 3.000 2008
2,000 EUR Hypothekenbank in Essen AG 2.150 2006
1,000 EUR Hypothekenbank in Essen AG 2.188 2006
1,000 EUR Hypothekenbank in Essen AG 3.250 2008
600 EUR Hypothekenbank in Essen AG 2.201 2005
500 EUR Hypothekenbank in Essen AG 2.500 2006
500 EUR Hypothekenbank in Essen AG 2.000 2005
350 EUR Hypothekenbank in Essen AG 2.250 2005
300 EUR Hypothekenbank in Essen AG 2.145 2006
231 EUR Commerzbank AG 15.000" 2005
231 EUR Commerzbank AG 15.000" 2005
220 USD Commerzbank AG 2.440 2005
200 EUR Hypothekenbank in Essen AG 2.265 2005
200 EUR Hypothekenbank in Essen AG 2.308 2005
200 EUR Hypothekenbank in Essen AG 2.270 2005
175 EUR Hypothekenbank in Essen AG 2.211 2006
166 EUR Hypothekenbank in Essen AG 0.850 2006
1) Reverse convertible bonds
(61) Negative fair values from derivative hedging instruments
Derivative instruments not serving trading purposes but These financial instruments are measured at their fair
used for effective hedging and showing a negative fair  value. For the most part, interest-rate and interest-rate/
value appear under this item in the balance sheet. currency swaps are used as hedging instruments.
31.12.2004 31.12.2003 Change
€m €m in %
Negative fair values from related effective fair value hedges 4,049 3,211 26.1
Negative fair values from related effective cash flow hedges 4,604 2,721 69.2

Total 8,653

5,932 45.9



(62) Liabilities from dealing activities

NOTES

In Liabilities from dealing activities, the negative fair values of financial derivative instruments not employed as

hedging instruments in connection with hedge accounting are shown. Delivery commitments arising from short sales

of securities are also included under Liabilities from dealing activities.

Currency-based transactions
Interest-based transactions

Delivery commitments arising from short sales of securities

Sundry transactions
Total

(63) Provisions

Provisions break down as follows:

Provisions for pensions and similar commitments
Other provisions
Total

The changes in provisions for pensions were as follows:

as of Pension

1.1.2004 payments
€m
Pension expectancies of
active and former employees
and also pensioners 1,402 74
Early retirement 24 12
Part-time scheme
for older staff 6 24
Total 1,432 110

For the most part, provisions for pensions and similar
commitments represent provisions for commitments to
pay company retirement pensions on the basis of direct
pledges of benefits. The type and scale of the retirement
pensions for employees entitled to benefits are deter-
mined by the terms of the pension arrangement that

31.12.2004 31.12.2003 Change
€m €m in %
9,204 11,761 -21.7
60,886 43,058 41.4
5,600 8,389 -33.2
4,316 3,806 13.4
80,006 67,014 19.4
31.12.2004 31.12.2003 Change
€m €m in %
1,495 1,432 4.4
1,862 1,875 -0.7
3,357 3,307 15
Additions Changein Rebookings/ as of
fair value and changesin 31.12.2004
allocation to consolidated
plan assets companies
144 5 5 1,472
- - 7 19
5 3 20 4
149 8 32 1,495

finds application (including pension guidelines, pension
scheme, contribution-based pension plan, individual pen-
sion commitments), which mainly depends upon when
the employee joined the Bank. On this basis, pensions are
paid to employees reaching retirement age, or earlier in
the case of invalidity or death (see also Note 22).
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The changes in the assets held in trust at Commerzbank Pension Trust e.V., which count as plan assets pursuant to

IAS 19, were as follows:

Plan assets as of January 1

Transfer to plan assets as of November 1
Allocation/withdrawal

Income from plan assets

Benefits paid

Fair value as of December 31

The pension commitments are worked out annually by an
independent actuary, applying the projected unit credit
method.

The projected unit credit for pension commitments as
of December 31, 2004, was €1,797m (previous vyear:

Changes in pension commitments:

2004 2003
€m €m
139 0

(0] 138

3 0

5

0 0
147 139

€1,644m). The difference between this figure and the pen-
sion provisions is the result of changes in the actuarial
parameters and the bases of calculation amounting to
€155m (previous year: €73m) and of changes in the fair
value of the plan assets of €147m (previous year: €139m).

2004 2003
€m €m
Provisions for pensions, including plan assets, as of January 1 1,571 1,516
Service cost 33 35
Interest cost 79 90
Cost of early retirement and part-time scheme for older staff 37 24
Pension benefits -110 -98
Other changes 32 4
Actuarial loss 155 73
Pension commitments as of December 31 1,797 1,644
Changes in Other provisions:
as of Utilized Reversals Allocation/changes as of
1.1.2004 in consolidated 31.12.2004
€m companies
Personnel area 552 380 44 405 533
Restructuring measures 209 130 7 97 169
Risks in lending 344 17 74 120 373
Bonuses for special savings schemes 94 38 0 39 95
Legal proceedings and recourse claims 71 10 36 89 114
Sundry items 605 135 93 201 578
Total 1,875 710 254 951 1,862

The provisions in the personnel area basically relate to provisions for various types of bonuses, to be paid to employees

of the Group in the first quarter of 2005.



(64) Tax liabilities

Current income-tax liabilities
Income-tax liabilities to tax authorities
Provisions for income taxes
Deferred income-tax liabilities
Deferred taxes carried as liabilities
Total

Provisions for taxes on income are possible tax liabilities
for which no final formal assessment note has been
received. The liabilities to tax authorities represent pay-
ment obligations from current taxes towards German
and foreign tax authorities. Deferred taxes on the liabili-
ties side represent the potential income-tax burden from

NOTES

31.12.2004 31.12.2003 Change
€m €m in %

432 154

7 1

425 153
3,461 4,341 -20.3
3,461 4,341 -20.3
3,893 4,495 -13.4

temporary differences between the values assigned to
assets and liabilities in the consolidated balance sheet in
accordance with IAS and their values for tax-accounting
purposes in accordance with the local tax regulations for
consolidated companies.

Deferred income-tax liabilities were formed in connection with the following items:

Assets held for dealing purposes and liabilities from dealing activities

Fair values of derivative hedging instruments
Investments and securities portfolio

Claims on banks and customers

Liabilities to banks and customers

Sundry balance-sheet items

Total

(65) Other liabilities

Other liabilities of €1,280m (previous year: €1,181m) in-
clude obligations arising from still outstanding bills, de-
ductions to be made from salaries and deferred liabilities.

31.12.2004 31.12.2003 Change
€m €m in %
703 1,270 -44.6
1,290 1,783 -27.7
852 795 7.2
67 290 -76.9
196 21
353 182 94.0
3,461 4,341 -20.3

We now show the deferred interest expenses for sub-
ordinated capital and measuring effects arising from hedge
accounting (IAS 39) in separate lines under Note 66.
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(66) Subordinated capital

Subordinated capital breaks down as follows:

Subordinated liabilities
of which: tier-lll capital as defined in Art. 10, (7), KWG
of which: maturing within two years

Profit-sharing certificates outstanding
of which: maturing within two years

Deferred interest

Measuring effects (IAS 39)

Total

Subordinated liabilities are own funds as defined in
Art. 10, (5a), KWG. The claims of creditors to repayment
of these liabilities are subordinate to those of other
creditors. The issuer cannot be obliged to make pre-

31.12.2004 31.12.2003 Change
€m €m in %

5,673 5,958 -4.8

- 125

835 617 35.3

2,111 2,423 -12.9

630 522 20.7

273 295 -7.5

819 735 11.4

8,876 9,411 -5.7

mature repayment. In the event of insolvency or winding-
up, subordinated liabilities may only be repaid after the
claims of all senior creditors have been met.

At end-2004, the following major subordinated liabilities were outstanding:

Start of maturity €m Currency inm
2000 590 590 EUR
1999 550 550 EUR
2001 490 490 EUR
1997 284 200 GBP
1999 300 300 EUR
2002 275 275 EUR
2001 250 250 EUR
1999 213 150 GBP

Issuer Interest rate Maturity date
Commerzbank AG 6.500 2010
Commerzbank AG 4.750 2009
Commerzbank AG 6.125 2011
Commerzbank AG 7.875 2007
Commerzbank AG 6.250 2009
Commerzbank AG 5.500 2008
Commerzbank AG 5.100 2011
Commerzbank AG 6.625 2019

In the year under review, the interest paid by the Group for subordinated liabilities totalled €349m (previous year:

€375m). Deferred interest expenses for interest due but not yet paid are shown at €131m (previous year: €138m).



Profit-sharing certificates outstanding form part of the
Bank’s liable equity capital in accordance with the provi-
sions of the German Banking Act (Art. 10, (5), KWG). They
are directly affected by current losses. Interest payments

At end-2004, the following major profit-sharing certificates were outstanding:

Start of maturity
1993
2000
1992
1994
1996

€m
392
320
213
256
256

Issuer

Commerzbank AG
Commerzbank AG
Commerzbank AG
Commerzbank AG
Commerzbank AG

those of other creditors.

Interest rate
7.250
6.375
9.150
2.899
7.900

NOTES

are made solely if the issuing institution achieves a dis-
tributable profit. The claims of holders of profit-sharing
certificates to a repayment of principal are subordinate to

Maturity date
2005
2010
2004
2006
2008

Interest to be paid on the profit-sharing certificates outstanding for the 2004 financial year amounts to €156m (previous

year: €1756m). Deferred interest expenses for interest due but not yet paid are shown at €142m (previous year: €157m).

(67) Hybrid capital

As in previous years, the Commerzbank Group raised no hybrid capital in the 2004 financial year.

F-241



F-242 NOTES

(68) Equity structure

a) Subscribed capital

b) Capital reserve

c) Retained earnings

d) Revaluation reserve

e) Measurement of cash flow hedges
f) Reserve from currency translation
g) Consolidated profit

Equity

a) Subscribed capital

31.12.2004 31.12.2003
€m €m

1,546 1,545
4,475 4,475
3,433 3,286
1,603 1,240
-1,214 -1,236
-192 -219

150 0

9,801 9,091

The subscribed capital (share capital) of Commerzbank AG consists of no-par-value shares, each with a notional value

of €2.60. The shares are issued in the form of bearer shares.

Number of shares outstanding on 1.1.2004

plus: treasury shares on 31.12. of the previous year
Issue of shares to employees

Number of shares issued on 31.12.2004

less: treasury shares on balance-sheet date
Number of shares outstanding on 31.12.2004

Before treasury shares are deducted, the subscribed capi-
tal stands at €1,556m.

1,000 units
594,368
3,490

729
598,587
4,103
594,484

No preferential rights exist or restrictions on the pay-
ment of dividends at Commerzbank Aktiengesellschaft.
All the issued shares have been fully paid in.

The value of issued, outstanding and authorized shares is as follows:

Shares issued
— Treasury shares
= Shares outstanding (subscribed capital)
+ Shares not yet issued from authorized capital
Total

The number of authorized shares is 837,849 thousand
units (previous year: 731,912 thousand units). The amount
represented by authorized shares is €2,178m (previous
year: €1,903m).

31.12.2004 31.12.2003
€m 1,000 units €m 1,000 units
1,656 598,587 1,554 597,858
10 4,103 9 3,490
1,546 594,484 1,545 594,368
622 239,262 349 134,054
2,168 833,746 1,894 728,422

As of December 31, 2004, 5,324 thousand shares (pre-
vious year: 6,574 thousand shares) had been pledged with
the Group as security. This represents 0.9% (previous
year: 1.1%) of the shares outstanding on the balance-
sheet date.



NOTES

Securities transactions in treasury shares pursuant to Art. 71, (1), no. 1 and no. 7, AktG

Portfolio on 31.12.2004
Largest total acquired during the financial year

Total shares pledged by customers
as collateral on 31.12.2004

Shares acquired during the financial year
Shares disposed of during the financial year

*) Notional value per share €2.60

b) Capital reserve

In the capital reserve, premiums from the issue of shares
are shown. In addition, the capital reserve contains
amounts which were realized for conversion and option
rights entitling holders to purchase shares when bonds

and notes were issued.

c) Retained earnings

Retained earnings consist of the legal reserve and other
reserves. The legal reserve contains those reserves which
have to be formed in accordance with national law; in the
individual financial statements, the amounts assigned to
this reserve may not be distributed. The overall amount of
retained earnings shown in the balance sheet consists of
€3m of legal reserves (previous year: €3m) and €3,430m
(previous year: €3,283m) of other revenue reserves.

Number of Notional value Percentage of

shares*'in units in €1,000 share capital
4,103,289 10,669 0.69
6,582,775 17,115 1.10
5,323,868 13,842 0.89
198,893,739 517,124 -
198,280,450 515,529 -

d) Revaluation reserve

The results of measuring the investments and securities
portfolio — consisting of interest-bearing and dividend-
based instruments — at fair value, with deferred taxes
taken into consideration, are assigned to the revaluation
reserve. Gains or losses appear in the income statement
only when the asset has been disposed of or written off.

e) Measurement of cash flow hedges

The result of measuring effective hedges used in cash
flow hedges appears, after deferred taxes have been
taken into consideration, under this equity item.

f) Reserve from currency translation

The reserve from currency translation relates to trans-
lation gains and losses arising through the consolidation
of capital accounts. Here exchange-rate differences are
included that arise through the consolidation of sub-
sidiaries and associated companies.
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(69) Conditional capital

Conditional capital is intended to be used for the issue of convertible bonds or bonds with warrants and also of profit-

sharing certificates with conversion or option rights.

Changes in the Bank’s conditional capital:

Conditional
capital
1.1.2004
€m
Convertible bonds/bonds with warrants/
profit-sharing rights 200
Convertible bonds/bonds with warrants/
profit-sharing rights 403
Total 603

The conditional increase in the Bank's share capital by up
to €200,070,000, resolved by the AGM of May 21, 1999,
expired on April 30, 2004.

As resolved by the AGM of May 30, 2003, the Bank's
share capital has been conditionally increased by up to
€403,000,000. Such conditional capital increase will only
be effected to the extent that the holders or creditors
of the convertible bonds, bonds with warrants or profit-
sharing rights — carrying conversion or option rights — to
be issued by May 30, 2008, by either Commerzbank
Aktiengesellschaft or companies in which Commerzbank

Additions  Expiring/ Conditional of which:
Used capital used avai-
31.12.2004 conditional lable
capital lines
- 200 - - -
- - 403 - 403
- 200 403 - 403

Aktiengesellschaft directly or indirectly holds a majority
interest (group companies as defined in Art. 18, (1), AktG)
exercise their conversion or option rights, or the holders
or creditors of the convertible bonds or convertible profit-
sharing rights to be issued by May 30, 2008 by either
Commerzbank Aktiengesellschaft or companies in which
Commerzbank Aktiengesellschaft directly or indirectly
holds a majority interest (group companies as defined in
Art. 18, (1), AktG) meet their obligation to exercise their
conversion rights.



(70) Authorized capital

NOTES

Date of Original Used in previous years Used in 2004 Expired Remaining Date of
AGM amount for capital increases for capital increases amount expiry
resolution €m €m €m €m €m

21.5.1999 175 - - 175 - Expired
21.5.1999 175 25 - 150 - Expired
21.5.1999 86 86 - - - Expired
31.5.2002 30 6 2 - 22 30.4.2007
12.5.2004 225 - - - 225 30.4.2009
12.5.2004 225 - - - 225 30.4.2009
12.5.2004 150 - - - 150 30.4.2009
Total 1,066 117 2 325 622

The Board of Managing Directors is authorized to
increase, with the approval of the Supervisory Board, the
share capital of the Bank by April 30, 2007, through the
issue of new no-par-value shares against cash, in either
one or several tranches, by a maximum amount of al-
together €22,080,896.60, thereby excluding the subscrip-
tion rights of shareholders for the purpose of issuing
these shares to the Bank’s staff.

The Board of Managing Directors is authorized, with
the approval of the Supervisory Board, to increase the
Company’s share capital by April 30, 2009, through the
issue of new no-par-value shares against cash, in either
one or several tranches, but by a maximum amount of
€225,000,000 (authorized capital 2004/1). On principle,
shareholders are to be offered subscription rights; how-
ever, the Board of Managing Directors may, with the
approval of the Supervisory Board, exclude shareholders’
subscription rights to the extent necessary in order to
offer to the holders of conversion or option rights, either
already issued or still to be issued by Commerzbank
Aktiengesellschaft or by companies in which Commerz-
bank Aktiengesellschaft directly or indirectly holds a
majority interest (group companies as defined in Art. 18,
(1), Aktiengesetz), subscription rights to the extent to
which they would be entitled after they have exercised
their conversion or option rights. In addition, any frac-
tional amounts of shares may be excluded from share-
holders’ subscription rights.

The Board of Managing Directors is authorized, with
the approval of the Supervisory Board, to increase the
Company’s share capital by April 30, 2009 through the
issue of new no-par-value shares against cash or contribu-

tions in kind, in either one or several tranches, but by a
maximum amount of €225,000,000 (authorized capital
2004/11). On principle, shareholders are to be offered sub-
scription rights; however, the Board of Managing Direc-
tors may, with the approval of the Supervisory Board,
exclude shareholders’ subscription rights to the extent
necessary to offer to the holders of conversion or option
rights, either already issued or still to be issued by
Commerzbank Aktiengesellschaft or by companies in
which Commerzbank Aktiengesellschaft directly or indi-
rectly holds a majority interest (group companies as
defined in Art. 18, (1), Aktiengesetz), subscription rights to
the extent to which they would be entitled after they have
exercised their conversion or option rights. In addition,
any fractional amounts of shares may be excluded from
shareholders’ subscription rights.

Furthermore, the Board of Managing Directors may,
with the approval of the Supervisory Board, exclude
shareholders’ subscription rights insofar as the capital
increase is made against contributions in kind for the pur-
pose of acquiring companies or interests in companies.

The Board of Managing Directors is authorized, with
the approval of the Supervisory Board, to increase the
Company'’s share capital by April 30, 2009, through the
issue of new no-par-value shares against cash, in either
one or several tranches, but by a maximum amount of
€150,000,000 (authorized capital 2004/IIl). The Board of
Managing Directors may, with the approval of the Super-
visory Board, exclude shareholders’ subscription rights
if the issue price of the new shares is not substantially
lower than that of already listed shares offering the same
conditions.
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(71) The Bank’s foreign-currency position

On December 31, 2004, the Commerzbank Group had the following foreign-currency assets and liabilities (excluding fair
values of derivatives):

31.12.2004 31.12.2003 Change
€m €m in %
usD JPY GBP Others Total Total
Cash reserve 21 344 11 317 693 1,028 -32.6
Claims on banks 10,902 5,041 1,353 3,281 20,577 24,112 -14.7
Claims on customers 20,024 1,056 2,211 6,653 29,944 35,479 -15.6
Assets held for
dealing purposes 4,271 474 2,077 1,775 8,597 9,429 -8.8
Investments and
securities portfolio 7,211 1,036 382 1,449 10,078 7,778 29.6
Other balance-sheet items 2,142 825 647 1,739 5,353 6,219 -13.9
Foreign-currency assets 44,571 8,776 6,681 15,214 75,242 84,045 -10.5
Liabilities to banks 13,402 5,294 4,612 5,340 28,648 38,634 -25.8
Liabilities to customers 16,927 170 2,739 5,152 24,988 20,084 24.4
Securitized liabilities 5,778 161 999 3,890 10,828 12,369 -12.5
Liabilities from
dealing activities 319 7 10 917 1,253 2,998 -58.2
Other balance-sheet items 2,852 395 1,514 1,193 5,954 5,287 12.6
Foreign-currency liabilities 39,278 6,027 9,874 16,492 71,671 79,372 -9.7

Due to exchange-rate movements in the 2004 financial year, the consolidated balance-sheet total contracted by roughly
€4bn (previous year: —€12bn). Total lending declined by €3bn (previous year: —€7bn).



Notes to financial instruments

(72) Derivative transactions

The following tables present the respective nominal
amounts and fair values of OTC derivatives and deriva-
tives traded on a stock exchange.

In order to minimize (reduce) both the economic and
the regulatory credit risk arising from these instruments,
our Legal Services department concludes master agree-
ments (bilateral netting agreements) with our business
associates (such as 1992 ISDA Master Agreement Multi-
currency Cross-Border; German Master Agreement for
Financial Futures). By means of such bilateral netting
agreements, the positive and negative fair values of the
derivatives contracts included under a master agreement
can be offset against one another and the future regula-
tory risk add-ons for these products can be reduced.
Through this netting process, the credit risk is limited to
a single net claim on the party to the contract (close-out
netting).

For both regulatory reports and the internal measure-
ment and monitoring of our credit commitments, we use
such risk-reducing techniques only if we consider them
enforceable under the respective legal system, should the
business associate become insolvent. In order to check
enforceability, we avail ourselves of legal opinions from

various international law firms.

Breakdown, by reference assets

NOTES

Similar to the master agreements are the collateral
agreements (e.g. collateralization annex for financial
futures contracts, Credit Support Annex), which we con-
clude with our business associates to secure the net claim
or liability remaining after netting (receiving or furnishing
of security). As a rule, this collateral management reduces
credit risk by means of prompt (mostly daily or weekly)
measurement and adjustment of the exposure to cus-
tomers.

On average, we achieve a credit-risk mitigation of
77.23% of the exposure for the derivatives contracts and
security which are covered by the process of risk-reducing
techniques.

In the credit derivatives area, we registered a 25.19%
higher volume than a year earlier. We employ these prod-
ucts which serve to transfer credit risk both in trading for
arbitrage purposes and in investing for diversifying our
loan portfolios. The following table illustrates our risk
structure in terms of the various risk assets that have been
hedged.

31.12.2004 31.12.2003
Nominal amounts Nominal amounts

Protection Protection Protection Protection
€m bought sold bought sold
OECD central governments 2,663 2,705 1,925 2,111
OECD banks 4,570 5,217 4,261 3,428
OECD financial institutions 8,153 8,483 5,006 5,134
Other companies, private individuals 47,774 48,902 39,803 40,546
Non-OECD banks 9 - 261 151
Total 63,169 65,307 51,256 51,370
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31.12.2004

€m

Foreign-currency-based forward transactions

OTC products

Spot and forward currency transactions

Interest-rate and currency swaps
Currency call options
Currency put options
Other foreign-exchange contracts
Products traded on a stock exchange
Currency futures
Currency options
Total
Interest-based futures transactions
OTC products
Forward-rate agreements
Interest-rate swaps

Call options on interest-rate futures

Put options on interest-rate futures
Other interest-rate contracts
Products traded on a stock exchange
Interest-rate futures
Interest-rate options
Total
Other forward transactions
OTC products
Structured equity/index products
Equity call options
Equity put options
Credit derivatives
Precious metal contracts
Other transactions
Products traded on a stock exchange
Equity futures
Equity options
Other futures
Other options
Total
Total immatured forward transactions
OTC products
Products traded on a stock exchange
Total

under

1year

268,282
145,469
70,117
26,605
26,091
670

670

268,952

1,273,623
135,079
1,094,167
17,549
22,275
4,553
125,257
52,889
72,368
1,398,880

37,556
4,238
9,202

11,157
8,653
4,406

33,813
4,734

29,079

71,369

1,579,461
159,740
1,739,201

Nominal amount

Remaining lifetimes

1-5
years

119,157
9,710
96,329
7,386
5,732
107

107

119,264

1,236,339
2,673
1,116,192
43,085
49,001
25,388
7,685
3,864
3,821
1,244,024

145,482
11,988
9,567
10,800
111,713
1,414

8,887

8,887

154,369

1,500,978
16,679
1,517,657

more
than
5years

61,901
109
58,577
1,612
1,603

61,901

1,014,175
927,596
32,095
38,165
16,319
8,277
2,495
5,782
1,022,452

10,837
1,086
508
774
8,210
259

155

155

10,992

1,086,913
8,432
1,095,345

Total

449,340
155,288
225,023
35,603
33,426
777

777

450,117

3,524,137
137,752
3,137,955
92,729
109,441
46,260
141,219
59,248
81,971
3,665,356

193,875
17,312
19,277
22,731

128,476

6,079
42,855
4,734
38,121

236,730

4,167,352
184,851
4,352,203

Fair value
positive negative
9,578 9,878
4,133 4,756
4,644 4,294
801 -
- 828
9,578 9,878
61,408 68,737
87 77
58,120 64,985
2,558 -
- 2,786
643 889
61,408 68,737
3,742 4,444
758 1,162
1,238 -
- 1,534
1,451 1,501
295 247
3,742 4,444
74,728 83,059
74,728 83,059
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As of December 31, 2003, the figures were as follows:

31.12.2003 Nominal amount Fair value
Remaining lifetimes

under 1-5 more Total positive  negative
1year years than

€m 5years

Foreign-currency-based forward transactions

OTC products 325,473 106,449 55,896 487,818 11,228 12,598
Spot and forward currency transactions 205,883 13,857 634 220,374 5,237 6,484
Interest-rate and currency swaps 57,304 81,434 52,882 191,620 4,962 5,059
Currency call options 32,840 5,917 1,159 39,916 1,029 -
Currency put options 29,446 5,241 1,221 35,908 - 1,055
Other foreign-exchange contracts - - - - - -

Products traded on a stock exchange 816 226 - 1,042 - -
Currency futures 815 226 - 1,041 - -
Currency options 1 - - 1 - -

Total 326,289 106,675 55,896 488,860 11,228 12,598

Interest-based futures transactions

OTC products 1,017,271 1,000,787 791,759 2,809,817 46,456 47,539
Forward-rate agreements 209,036 3,322 - 212,358 100 81
Interest-rate swaps 767,819 843,414 685,480 2,296,713 43,013 44,248
Call options on interest-rate futures 21,652 49,010 44,901 115,563 2,399 -
Put options on interest-rate futures 14,169 56,107 49,255 119,631 - 2,682
Other interest-rate contracts 4,595 48,934 12,123 65,652 944 528

Products traded on a stock exchange 168,501 6,026 8,580 183,107 - -
Interest-rate futures 66,157 3,347 3,892 73,396 - -
Interest-rate options 102,344 2,679 4,688 109,711 - -

Total 1,185,772 1,006,813 800,339 2,992,924 46,456 47,539

Other forward transactions

OTC products 27,110 115,056 11,644 153,810 4,328 4,420
Structured equity/index products 1,480 4,850 1,110 7,440 837 738
Equity call options 6,805 9,617 675 17,097 1,480 -
Equity put options 7,212 10,576 753 18,541 - 1,688
Credit derivatives 6,986 86,837 8,803 102,626 1,474 1,484
Precious metal contracts 4,627 3,176 303 8,106 537 510
Other transactions - - - - - -

Products traded on a stock exchange 25,327 5,115 86 30,528 - -
Equity futures 4,492 10 - 4,502 - -
Equity options 20,835 5,105 86 26,026 - -
Other futures - - - - - -
Other options - - - - - -

Total 52,437 120,171 11,730 184,338 4,328 4,420

Total immatured forward transactions

OTC products 1,369,854 1,222,292 859,299 3,451,445 62,012 64,557

Products traded on a stock exchange 194,644 11,367 8,666 214,677 - -

Total 1,564,498 1,233,659 867,965 3,666,122 62,012 64,557
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Breakdown of derivatives business, by borrower group:

31.12.2004

Fair value
€m positive negative
OECD central governments 1,137 380
OECD banks 50,259 57,708
OECD financial institutions 20,360 21,352
Other companies, private individuals 2,488 3,233
Non-OECD banks 484 386
Total 74,728 83,059

31.12.2003

Fair value
positive negative
1,109 368
49,439 50,361
8,256 8,978
2,609 4,391
599 459
62,012 64,557

Fair values appear as the sum totals of the positive and negative amounts per contract, from which no pledged security

has been deducted and no possible netting agreements have been taken into consideration. By definition, no positive

fair values exist for put options.

(73) Use made of derivative financial instruments

31.12.2004
Fair value
€m positive negative
Derivative financial instruments
used for trading purposes 67,982 71,195
Hedging derivatives which cannot
be employed in hedge accounting 2,826 3,211
Derivatives used as
hedging instruments 3,920 8,653
for fair value hedge accounting 2,111 4,049
for cash flow hedge accounting 1,809 4,604
Total 74,728 83,059

31.12.2003

Fair value
positive negative
57,206 56,002
2,254 2,623
2,652 5,932
1,649 3,211
903 2,721
62,012 64,557

In the above table, we show the use made of our derivative financial instruments. We use derivatives for both trading

and hedging purposes. In Notes 6, 13, 14, 20 and 21, we have described the above-mentioned criteria.



(74) Market risk arising from trading activities

For the daily quantification and monitoring of market risk,
especially that arising in proprietary trading, mathemati-
cal-statistical methods are used to calculate the value-at-
risk. The underlying statistical parameters are based on
an observation period of the past 255 trading days, a 10-
day holding period and a confidence level of 99%. The
value-at-risk models are constantly being adapted to the
changing environment.

Risk position of the trading portfolio (Principle | risks):

NOTES

On the basis of the risk data, the Group manages
the market risk for all operating units by a system of risk
limits, primarily by means of limits for the potential risk
(value-at-risk) and stress scenarios, as well as loss-review
triggers.

The risk position of the Group’s trading portfolio at
year-end shows the value-at-risk, broken down by the
various business lines engaged in proprietary trading.
The value-at-risk shows the potential losses which will not
be exceeded with a 99% degree of probability.

Portfolio Holding period 31.12.2004 31.12.2003
Confidence level 99% €m €m
Group 10 days 54.7 % 66.8*
Corporates & Markets department (Securities) 10 days 50.7 57.7
Treasury department 10 days 12.4 16.8

*)The relatively low value-at-risk at Group level is the result of strong portfolio effects between the Corporates & Markets and Treasury

departments.

(75) Interest-rate risk

The interest-rate risk of the Commerzbank Group results
from the items in both the trading book and the banking
book. In the latter, interest-rate risk mainly arises through
maturity mismatches between the Bank’s interest-bearing
assets and liabilities — for instance, through the short-term
funding of long-dated loans. The interest-rate items

shown in the balance sheet and also the derivatives
employed to steer them are drawn upon in the measure-
ment of interest-rate risk.

The interest-rate risk of the banking book is measured
on the basis of a net present value approach, applying the
historical simulation method:

31.12.2004 Holding period Banking book Trading book Overall
Portfolio interest-rate risk
€m Confidence level: 99%

Group 10 days 118.04 19.55 106.62
31.12.2003 Holding period Banking book Trading book Overall
Portfolio interest-rate risk
€m Confidence level: 99%

Group 10 days 195.72 61.96 213.77

The value-at-risk figures show the potential losses in € m, which at the given holding period of 10 days will not be

exceeded with a probability of 99%.
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NOTES

(76) Concentration of credit risk

Concentrations of credit risk may arise through business
relations with individual borrowers or groups of bor-
rowers who share a number of features and whose indi-
vidual ability to service debt is influenced to the same
extent by changes in certain overall economic conditions.
These risks are managed by the Credit Risk Management
department. Credit risk throughout the Group is moni-
tored by the use of limits for each individual borrower and
borrower unit, through the furnishing of the appropriate

security and through the application of a uniform lending
policy. In order to minimize credit risk, the Bank has
entered into a number of master netting agreements
ensuring the right to set off the claims on and liabilities
to aclient in the case of default by the latter or insolvency.
In addition, the management regularly monitors indi-
vidual portfolios. The Group’s lending does not reveal any
special dependence on individual sectors.

In terms of book values, the credit risks relating to balance-sheet financial instruments were as follows on December

31, 2004:

€m
Customers in Germany
Companies and self-employed
Manufacturing
Construction
Distributive trades
Services, incl. professions and others
Public sector
Other retail customers
Customers abroad
Corporate and retail customers
Public sector
Sub-total
less valuation allowances
Total

Claims
31.12.2004 31.12.2003
96,885 96,364
44,686 44,037
10,629 10,808
809 824
5,114 5,370
28,134 27,035
15,422 16,141
36,777 36,186
38,740 42,074
34,978 38,618
3,762 3,456
135,625 138,438
-5,292 -5,471
130,333 132,967
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(77) Asset