Annual Report 2021 (IFRS/Group) Hamburg
Commercial
Bank

Completion
of the successful
transformation

I
g
I



Annual Report 2021 (IFRS/Group)

“In the course of our extensive
transformation, it was important to
focus onrisks, increase efficiency
and improve the bank’s productivity
in terms of its balance sheet and
income statement. Today, we have

a robust and strengthened position
in the market. We are now aiming
for moderate growth.”

Stefan Ermisch
Chief Executive Officer
(CEO)
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Hamburg Commercial Bank has completed its three-year
transformation with an excellent result. This reflects the
bank's operational strength, its high balance sheet productivity,
consistent risk management and stringent cost control. We have
a high level of balance sheet resilience, which is a great asset,
especially inincreasingly difficult markets. Added to this is our
excellent, highly motivated workforce. The bank's task now is to
strengthen new business and thus lay the foundations for
tomorrow's earnings.

Stefan Ermisch Christopher Brody Ulrik Lackschewitz lan Banwell
Chief Executive Officer Chief Investment Officer Chief Risk Officer and Chief Financial Officer
(CEO) Deputy CEO
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Group OverVieW Capital ratio®, RWA & profitability Portfolio/New business

in 2021°

CET1 capital ratio (in %)
31/12/2021 (31/12/2020: 27.0)
Hamburg Commercial Bank successfully completed
Income statement Balance sheet 2 8 9 its three-year transformation at the end of 2021 with
° a pre-tax profit of EUR 299 million (after taxes:
EUR 351 million).
Net income before taxes (€ million) Reported equity (€ billion) * CET1 capital ratio as at 31/12/2021 calculated
31/12/2021(31/12/2020: 257) 31/12/2021(31/12/2020: 4.3) on anot-in-period basis, i.e. without including New business - driven by deals in the core areas of
the income after taxes in 2021in Common . . . . .
. ) Commercial Real Estate, Shipping, Project Finance
Equity Tier 1 capital
299 4‘ ) ? and Corporates - increased from EUR 2.9 billion in
° 2020 to EUR 5.4 billion in 2021. As a result of lower

refinancing costs and higher margins, the net interest

margin increased from 117 to 145 basis points within

Risk weighted assets the space of a year.
Group net result (€ million) Total assets (€ billion) (RWA (€ billion))
31/12/2021 (31/12/2020:102) 31/12/2021 (31/12/2020: 33.8) 31/12/2021 (31/12/2020:15.5)

351 3 O 3 14 O The foundations of Hamburg Commercial Bank
[ J [ ]

—1 Portfolios 31/12/2021

(EaD; € billion)
—@ Gross new business
Net interest margin'(Basis points) NPE Ratio RoE“ after taxes (in %) *(31/12/2020)
31/12/2021 (31/12/2020:117) 31/12/2021 (31/12/2020: 4.3)
(in %)

145 31/12/2021 (31/12/2020:1.8) 18 4 } 8.9 *(10.4)
[ ] Real Estate

1 4 d 1.6 *(0.8)
"Net interest margin equals core net interest [ ) *RoE after taxes based on

income divided by average balance sheet CETl1ratio of 13%
3-9 *(3.6)

—® 1.9 *(0.9)

Shipping

Ownership structure® Employees

(Full time equivalent) total

Afund advised by J.C. Flowers & 31/12/2021 (31/12/2020:1,122)
Co.LLC 4{ 4.5 *(5.5)

Project

Several funds initiated by Cerberus Capital
Management, L.P.

Promontoria Promontoria Promontoria =~ JCFIV Neptun Holdings S.ar. Finance

Holding Holding Holding I 0.7 *(0.3)
221B.V. 231B.V. 233B.V.

N N 1

9.87% 13.87% 18.71% Afundinitiated by GoldenTree

Asset Management LLP
— GoldenTree Asset Management 41.3 *(4.6)

HCOB Active or former Management: LuxSa.rl. L i Coroprates
Board members (who have been or Administrative expenses o 1 2
— okt *(1.0)
were in office since November 2018) o11% (€ million)
M%

31/12/2021 (31/12/2020: -365)

BAWAG P.S.K. Bank fur Arbeit und Centaurus Capital LP
Wirtschaft und Osterreichische 25% 7.49% — ChiCentauri LLC

Postsparkasse Aktiengesellschaft _ 3 ! 8
zas of 31/12/2021 Incl. rounding effects




Interview with Stefan Ermisch

“Strengthening and
further expanding customer
relationships”

Stefan Ermisch
Chief Executive Officer
(CEO)

At the end of 2021, the bank completed its three-
year transformation with a consolidated profit

of EUR 299 million before taxes. After taxes, the
figure is EUR 351 million. What are the main
factors that led to this result?

Stefan Ermisch = In brief, what led to these good
figures was the combination of falling costs, im-
proved balance sheet productivity, the absence of
risk charges and more new business. The key factor
is the good pre-tax result of EUR 299 million. The
greater after-tax result is due to technical factors
related to the capitalization of tax loss carry forwards.
Our pre-tax earnings reflect the strength of our
operating business. We have made good progress
in our core activities - Commercial Real Estate,
Shipping, Project Finance and Corporates. Earnings
in these areas are even higher than we had planned.
This is important because after years of optimizing
our balance sheet and improving our efficiency,

we are now strengthening new business. After all,
our business today determines our earnings to-
morrow. At the same time, we have to continue to
pay attention to costs - that applies to us as to any
other bank.

Has the Covid pandemic that shaped life in 2021
had an impact on the bank’s business?

SE = We've had few problems so far. There are in-
dividual cases that we manage, but no systematic
problem. We have a very clean portfolio because
we've done our homework very well. Our NPE ratio
decreased from 1.8 percent at year end 2020 to
1.4 percent at year end 2021, and that’s with a
reduced balance sheet total. We've made consid-
erable provision for risks in recent years and our
coverage ratios are above average.

That sounds good.

SE = Onthe one hand, it is. But we have to realize
that there was massive government intervention
during the pandemic to help businesses. The reces-
sion caused by the pandemic will leave its mark.
When the government support runs out, we will see
how strong or weak some companies are post-crisis.
We have prepared ourselves for the time when
trouble looms. The geopolitical risks, which hardly
played a role for so many years, are now becoming
visible to everyone. This will place far greater
demands on society than was the case in the past.
Covid seems to be gradually fading, but there
has been a major change in the geopolitical
situation due to the war in Ukraine. Is Hamburg
Commercial Bank directly affected by the war
and the resulting sanctions?

SE - First of all, the war is an unimaginable human
tragedy for the Ukrainian people, but also for all of
humanity. Nobody would have thought that some-
thing like this could happen again in Europe after
decades of peace - a spiral of escalation has begun.
We are learning that peace, freedom and prosperity
cannot be taken for granted. We must all work hard
to preserve them. It's impressive how Europeans,
the entire Western world and a lot of other countries
are standing and acting together in this crisis.
HCOB has virtually no direct exposure in Russia or
Ukraine. But the general uncertainty is of course
having a negative impact. High energy prices are
putting pressure on companies, inflation could also
rise further, global trade is being severely impacted.
In some cases supply chains have been permanently
disrupted and possibly destroyed for good. There will
be a weakening of the growth that has just begun.
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And there will be payment defaults, as Russian
companies, individuals and institutions are subject
to very tough sanctions. The risk of stagflation is
increasing sharply. The exact economic impact of
the war and its dislocations cannot be predicted at
this pointin time - but it will be clearly felt.
Hamburg Commercial Bank’s new business has
increased from EUR 2.9 billion in 2020 to
EUR 5.4 billion in 2021. Does that mean an end
to de-risking?
SE = In the course of our extensive transformation,
it was important to focus on risks, increase efficiency
and improve the bank’s productivity in terms of
its balance sheet and income statement. Today, we
have a robust and

“This puts us in a Vel’y strengthened position in

good position in
the German banking
market. We want to

the market. We are now
aiming for moderate
growth and anticipate a
new business volume of
around EUR 7 billion in
2022, with a further slight

maintain thiS pOSitiOll increase in subsequent

and even expand it

further.”

years. However, these
plans are subject to on-
going developmentsin
the geopolitical situation,
particularly in Ukraine. In any case, we will act with
the necessary prudence and caution. As a matter of
principle, we intend to strengthen and further ex-
pand our customer relationships. They are the foun-
dation of the bank'’s future earnings.

Almost all of the bank’s key financial ratios im-
proved in 2021. The CET1 ratio stands out, having
risen by a further two percentage points or so.

It is now a very strong 28.9 percent. What level is
the bank aiming for in the medium and long term?
SE = The current CET1 ratio of just under 30 percent
is extremely high and far above that of the competi-
tion in Germany and Europe. Our medium-term
goalisa CET1ratio of below 20 percent. That would
be lower than at present, but we would still be well
above the regulatory requirements and among the
leaders in Germany and Europe. Having a capital
ratio that is significantly elevated on a permanent
basis makes little economic sense.

How does the bank plan to reduce its CET1 ratio
from 28.9 percent to less than 20 percent?

SE — Several factors will come together here. First,
we plan to grow the balance sheet this year.

That would lead to higher risk assets, which would -
economically speaking - reduce our capital ratio
somewhat. Second, we are changing our models for
determining risk assets to use more conservative
methods, which will also lead to rising risk assets and
a somewhat reduced capital ratio. However, this
effect will be temporary because we expect Basel IV
to have a positive impact on the capital ratio from
2025 onwards. By scaling back our old advanced
models to the foundation and standard approaches,
we are reducing the “risk to models,” i.e. the risk
inherent in the type of models used to calculate risk
assets. This allows us to act today to improve the
quality of tomorrow’s CET1ratio. Another element is
our dividend policy, which we will discuss at the
appropriate time. It's normal for a company that is as
profitable as we are and that has such a strong capi-
tal ratio to distribute something to its owners. If all
the conditions are met, this could happen in 2023.
HCOB's return on equity after taxes has risen to
avery high 18.4 percent - measured on the basis
of a standardized capital of 13 percent. Why?

SE = The return on equity of 18.4 percent after taxes
is, first of all, the mathematical expression of our
result, with which we are very satisfied. However, this
figure also includes tax effects which, in view of our
operational strength, do not actually play a sustain-
able role. In addition, 2021 was an exceptional year
overall, in terms of earnings as well as costs and risks.
Our long-term goal is to provide the bank with a
return on equity after taxes above our cost of capital,
and this is around 9 percent. Our medium-term
planning assumes a return on equity after taxes of
between 10 and 11 percent. Our business areas al-
ready meet this requirement and we intend to keep
it that way. Only a few banks in Germany currently
achieve such high profitability.

Despite more new business, total assets fell from
EUR 33.8 billion to EUR 30.3 billion in 2021.
Why?

SE —» A key factor hereis relatively high loan repay-
ments. This is evident in the shipping business, for
example, where we concluded EUR 1.9 billion of
solid new business last year, but segment assets only
increased year-on-year from EUR 3.3 billion to EUR
3.7 billion. This was also because some customers
took advantage of the excellent shipping markets to
sell ships and repay loans earlier. In general, we need
substantial new business to maintain our balance

Interview with Stefan Ermisch

sheet level because we have relatively short loan

terms and - associated with this - scheduled repay-
ments that are relatively high. The new business we
are planning for this year will be slightly above repay-
ments. Looking ahead, our total assets are expected
to grow again slightly.

The topic of sustainability is becoming increas-
ingly important in business, politics and society.
People often use the abbreviation ESG, which
stands for environment, social and governance.
How is HCOB adapting to this?

SE - We have taken ESG very seriously right from
the start, and we now have a separate department,
which reports to me, that is directly responsible for
it. As a financial services provider, we have to make
ESG part of our DNA. We want to support our cus-
tomers in the transition to climate-friendly business
practices, because the economy will have to gradu-
ally adapt over the coming years. At the same time,
regulatory requirements are becoming more strin-
gent, as can be seen from the climate stress test
for banks, among other things. Regulators want to
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know exactly how banks are dealing with climate
risks - those of their customers and within their own
organizations.

By joining the Deposit Protection Fund (ESF)

of the Association of German Banks (BdB),
HCOB has achieved a key transformation
objective. What has changed because of mem-
bership in BdB?

SE = Membership in the voluntary ESF is one of
those things you only notice when you don’t have it.
A bank like HCOB, which receives large deposits
from domestic companies, needs to be embedded
in the protective framework of the voluntary deposit
guarantee scheme if its competitors are as well.
Therefore, membership in the ESF is a must if we
want to be competitive. Conversely, nothing
changes when you join the system - you are merely
on par with your peers.

What are the bank’s goals for 2022?

SE - We are now in post-transformation mode.
We want to expand customer relationships and new
business and further increase our efficiency. An
example of this is our cost income ratio, which is
50 percent, but we are aiming for 40 to 42 percent.
The bank has been constantly improving fora num-
ber of years and we are working to continue that
trend. We have a strong capital position, a stable
return above the cost of capital, consolidated, strong
customer relationships, and we are focused on what
we do. We have a high level of balance sheet re-
silience, which is a great asset, especially in increas-
ingly difficult markets. Added to this is our excellent,
highly motivated workforce. This puts us in a very
good position in the German banking market. We
want to maintain this position and even expand it
further. And, of course, we very much hope that the
war in Ukraine will end soon and that the suffering
will be kept to a minimum. Given the difficulties
stemming from the pandemic which began in 2020
and now Russia’s war against Ukraine, we are going
through difficult times. For Germany, for Europe and
for the entire global community, it will be a great
challenge to overcome the economic and political
dislocations associated with the war and return to
stability and strength.
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“An excellen
year for us”

Interview with Ulrik Lackschewitz

Ulrik Lackschewitz
Chief Risk Officer and Deputy CEO

The bank was able to reduce its NPE (non-performing
exposure) ratio, which indicates the ratio of loans at risk of
default, from 1.8 percent to 1.4 percent in 2021. How did
you achieve this?

Ulrik Lackschewitz = Two factors made a decisive contribution
here: First, we reduced more NPE volumes last year than
planned. At the same time, we added substantially less new NPE
than we had expected in our models. As a result, we were able
to reduce our NPE volume from EUR 624 million at the end of
2020 to EUR 467 million at the end of 2021. From a risk per-
spective, 2021 was an excellent year for us. In our scenarios, we
had prepared for the worst and hoped for the best - in the end,
last year the positive scenario came to pass.

Is an NPE ratio of 1.4 percent something that HCOB is aim-
ing for in the future?

UL = Yes, that's a level we've set ourselves for the medium and
long term.

Covid has shaped life in 2021. Has the pandemic had an
impact on the bank’s risks?

UL = To a certain extent it has, but much less than we had fore-
cast. So far, the pandemic has generally hit the German economy
less hard than one might have thought. But one of the biggest
defaults we had last year was a shopping center in North Rhine-
Westphalia. | think that was a Covid casualty. We also have
hotels in our loan portfolio, which of course have suffered
because of Covid. But the bottom line is that almost all of our
customers have come through the pandemic well so far, even if
they’ve had to struggle in some cases. However, | expect that we
will not see the full extent of Covid’s impact until the govern-
ment support measures run out.

The war in Ukraine is causing great suffering and drastically
changing the geopolitical situation. Is the bank being
affected by the crisis economically?

UL = We are experiencing a human and political tragedy. The
bank has virtually no business ties to the crisis region.

Nevertheless, the war is having a variety of economic conse-
quences, and we are responding to them. We are monitoring
the situation very closely. But above all, our sympathies go out
to the people in the war zones.

The bank has a high level of risk coverage. Is the bank thus
equipped for a crisis?

UL = No matter how you look at our risk provisioning: We're
covered to an exceptional degree. With our strong capital posi-
tion, we can afford to maintain a high level of risk provisions.
We live in uncertain times. The pandemic has kept the world very
busy, and the war in Ukraine has now been added to this. Since
we have extensive reserves, we are well equipped in any event.
The bank is active in commercial real estate financing. How
have lockdowns and working from home affected this area
and its prospects?

UL = Of course, Covid has had an impact on this business area,
but no one can say at present what it will look like in detail in the
medium and long term. | can’t imagine that after the pandemic
everyone will want to work from home. | certainly don’t want
that. In general, we have seen relatively stable prices in the real
estate sector recently. Our job is to understand and manage
markets and risks well. We have excellent market knowledge
and the appropriate credit standards for doing this.

The bank is planning a moderate expansion of new business
from EUR 5.4 billion in 2021 to around EUR 7 billion in
2022. Asset prices in key areas such as commercial real es-
tate and shipping are currently quite high; at the same time
the geopolitical situation has become much more tense.
Does this increase the risks?

UL = In our calculations, we take into account geopolitical
developments and their effects, and part of a risk assessment is
naturally that we look not only at the current prices of assets,
but also at their historical prices. As a bank, we make our money
by closing deals. But we only take risks that we can assess and
that fit our risk and return profiles. Our job is to structure loans so
they can survive a crisis, even if there may always be individual
defaults - that is priced into banks’ risk costs. To protect our-
selves, we require a relatively high equity ratio and in shipping,
to give one example, we insist that the ships we finance are
continuously deployed. Moreover, we aim to have loans repaid
quickly.

Inflation has picked up and the probability is increasing

that interest rates will rise, at least in the US, and perhaps in
Europe. What does that mean for the bank’s loan book?

UL = When considering new deals, we always respond to
changing conditions, adjusting our standards and requirements
to fit the new circumstances. Recently, this has worked out very
well. I'm convinced it will continue to be the case.
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lan Banwell
Chief Financial Officer

The bank has finished a three-year transformation process.
What do HCOB's financial figures look like?

lan Banwell » When | think about our financial figures, | think
first about our strong capital position with a CET1 ratio of
28.9 percent and our strong capital generation. The bank has
had new owners since 2018 and has been profitable every year
since then. In 2021, we earned EUR 351 million after tax - an
impressive result. The profitability has increased in its pace and
is also sustainable. We are earning and even exceeding our
cost of capital. Second, we are being very conservative in our
liquidity and capital management, and in our credit quality. That
supports our profitability and our ability to serve clients. And
third, our people are motivated by the idea that they can com-
pete with anybody as Germany’s best bank. That’s a great story.
Lower funding costs are important with respect to the
bank’s profitability. How do you see funding costs develop-
ing in the medium and long term?

IB = Our nominal funding costs are likely to go up because the
European Central Bank and the Federal Reserve might raise
interest rates. More interesting is our cost of funds relative to
our competitors in the market. And there we have a very strong
position. In part because we have a very strong franchise - our
goal this yearis to fund about 70 percent of our liability stake
organically from our deposit business and from our Corporates
clients. That is typically a good and relatively cheap way to raise
funds, and it’s sustainable. That's something we're investing in.
How important is granularity in the funding structure?

IB = Safe balance sheets in banking are very granular, typically.
To me, granularity is an optimization and part of our business
plan. We diversify - which continues to make us a safer and safer
and better and better company.

What impact has the war in Ukraine had on HCOB, especially
its funding?

IB = It's had no impact on our funding so far. In general, we
have a very high level of liquidity and we have one of the high-
est capital ratios and capital levels among European banks.

In terms of exposure, we are nearly not affected by the crisis
in Ukraine.

After the first bond issuance in 2020, the bank became
quite active in the capital markets in 2021. How is HCOB
perceived by the markets now?

IB = We are perceived as a special story. Large international
investors see our story as a special case. In general, they still
view German banking with a lot of concern, but they know our
story well and they obviously like it. They like being in business
with us.

What are the bank’s plans for the capital markets this year?
IB = It will be a rather quiet year for us. We have some covered
bonds we need to place. We have a very high liquidity position,
and we are well positioned for higher rates because we made
many issuances before rates started to move.

The bank’s financial figures have continued to improve.
Do you think a rating upgrade is possible this year?

IB = Following the upgrade by Moody’s to Baal last year, | am
optimistic we can strengthen our rating further. Most of our
major financial metrics are well above those of our German or
European peers, and we are still on “outlook positive” by
Moody’s. We have very strong capital ratios and have signifi-
cantly strengthened our recurring profitability and operational
leverage. We also maintain sound credit quality, having reduced
our NPEs to all-time lows for the bank, at 1.4 percent. Further-
more, we are well positioned with high provisions as buffers for
amore adverse, post-Covid credit environment, which may
evolve from current developments. The rating agencies will
look at whether we are a solid, well-managed and process-
driven company that can repeat its very successful 2021 financial
year and lengthen its track record. They understand how we
run our company and | think they like it. Our aspiration is to get
to an A3 rating at some point this year. | doubt rating agencies
will be upgrading anybody in the current geopolitical and eco-
nomic situation, but | think it’s still probable by year end.

You are also responsible for the bank’s IT department
which is undergoing a major transformation. How do things
stand there?

IB = Even though some projects have been delayed, things are
generally in a good place. We will have some important go-
lives in April and May. When they are done, we will begin to see
the other side of the mountain. Our view is that we will conclude
the IT transformation in early 2023. This project is not just
about getting applications installed, it’s also about making sure
we treat our colleagues at the bank like clients.

Why is state-of-the-art IT critical for the success of the
bank?

IB - We're putting in place amazing tools that are improving
productivity and allowing us to serve our clients much more
quickly. This will be a key strategic advantage. We all know that
we will require other digital capabilities in the future. We need
to investin them - and that’s what we're doing.

Interview with lan Banwell

“The profitability has
increased in its pace and
is also sustainable”
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“Lower funding
costs and increased
margins”

Interview with Christopher Brody

Christopher Brody
Chief Investment Officer

Hamburg Commercial Bank raised its new business from
EUR 2.9 billion in 2020 to EUR 5.4 billion in 2021. Where did
this increase come from?

Christopher Brody = We did more new business across all
divisions. Everyone in the team contributed to our increased
revenue compared to the relatively low volume in 2020, when
we were mainly focusing on de-risking our book, which at that
point in time was the right decision.

What kind of impact did Covid have on the bank’s new
business in 2021?

CB — The exact impact of Covid on the new business is hard to
measure. Certainly, Covid had an effect on how we looked at
some business areas and it played a role in the range of loans
we were able to make. In light of Covid, we wouldn’t finance
industries that are very sensitive to the restrictions connected
to the virus. That applied, for example, to hotels, airplanes

and travel.

What are the new business plans for 2022?

CB — This year, we plan to do new business in order of EUR
7 billion. Since May 2021, we have been on track to generate
roughly EUR 500 million in new business per month, which

is a six-billion run rate per year. With regard to this, | am very
confident that we can achieve our new business goals in 2022.
Are the developments in Ukraine and the new geopolitical
situation having any impact on HCOB's business plans?

CB — We are looking very closely at the situation. It is a tragedy
for the Ukrainian people. It was hard to imagine that a war like
this could happen again in Europe. Hamburg Commercial Bank
is not doing business in Russia, or in Ukraine or Belarus. At the
moment, we are confirming our mid-term plan, including new
business - but we will adjust, if necessary.

The main drivers of new business last year were Commercial
Real Estate, Shipping and Corporates and Project Finance.
Will these segments remain the key pillars?

CB — Yes, they are the core of Hamburg Commercial Bank. We
want to maintain these business areas at least at their current
levels or grow them slightly if we can. Commercial Real Estate
and Shipping are segments where we have frequent repay-
ments. We have to deploy our capital to maintain the volume
of our credit book.

In Commercial Real Estate and in Shipping, asset prices

at the moment are quite high. Do you see the risk of asset
price bubbles?

CB - | believe we are already seeing some asset price bubbles
- which are caused by very low interest rates from the central
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banks. But with higher inflation rates, the gate is now open to
higher interest rates. If the central banks stop the quantitative
easing, risks will be repriced and this will have an impact on the
valuation of assets.

Does that mean that asset prices might decline a bit?

CB - VYes. If interest rates rise, the amount of money that you
can borrow goes down because your available cashflows to
service your debt are reduced. It's like the mortgage on a house:
As interest rates rise, you have to spend more of your disposable
income on the interest. In consequence, you can afford less of a
mortgage for your house. That also means the price people get
when they sell their house will go down. But | think that the
central bank will act cautiously. Their aim is to control inflation
and asset prices. | don’t think we will see an asset price crash.
How difficult is it for a bank to evaluate risk properly in this
complex economic and political environment?

CB = It's never easy, and now it’s really challenging. But we
have very strict risk standards and a clear credit process. When
we make a loan, we are comfortable that there is no significant
risk to lose money.

Which role does the Corporate business - national and
international - play for HCOB?

CB - We want to maintain the volume of this business area on
our balance sheet at its current level, roughly EUR 3.7 billion in
total. Itis not easy to do business profitably in the Corporates
segment in Germany, since the competition is tough. We have
to be nimble in the niche. We work with leasing companies,
we offer payment services and we lend to corporates. Our inter-
national Corporates business is basically focused on deals in
Europe - it represents a little bit more than EUR 1billion on a
EUR 30 billion balance sheet. We are very profitable in this
international segment but not very big.

The development of infrastructure and renewable energy

is an important topic in the public debate in Germany. Is this
leading to new projects?

CB — You would think it should. We would like to do more busi-
ness in renewables. But at the moment we see more projectsin
Scandinavia and in France than in Germany, where the permit-
granting process is difficult and where some projects face local
resistance. There are a lot of people who don’t want a wind park
in their backyard. On the infrastructure side, we continue to do
new business - for example we are financing fiber deals.

HCOB has improved its net interest margin in the last year
from 117 basis points to 145 basis points - how did you
accomplish that?

CB — The increase is a result of two things: our lower funding
costs and our increased margins in the new business. At the
same time, older business deals with lower margins are coming
to an end. If we continue to generate new business at the
current level, we will further improve our Net Interest Margins
- this is our goal.
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Board
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ments of Hamburg Commercial Bank AG

Report of the Supervisory Board on the 2021 financial year

The Supervisory Board performed its duties under the law and
the Articles of Association during the 2021 financial year. In
particular, it monitored the management of the company and
provided advice to the Management Board in matters relating to
corporate governance.

Inthe 2021 reporting year, the Management Board provided the
Supervisory Board with regular, timely and comprehensive infor-
mation on the Bank’s business policy and other fundamental
issues relating to corporate governance and planning, financial
development, operating performance and the Bank's risk, li-
quidity and capital management, as well as on major legal dis-
putes, compliance issues and transactions and events of funda-
mental significance to the Bank.

The 2021 financial year was the final year of transformation for
Hamburg Commercial Bank. The extensive and multi-year re-
structuring of the Bank was successfully completed at the end
of the year with the seamless transition to the Deposit Protec-
tion Fund of the Association of German Banks (BdB). The Su-
pervisory Board addressed the related issues in detail and re-
ceived detailed reports on them throughout the year. HCOB
was restructured more quickly than originally planned and gen-
erated a strong result in 2021 that was well above expectations.
The Bank has changed significantly, both in terms of its external
image as a focused specialist financier, and also internally. With a
strong set of financial ratios, the BdB's stringent requirements
for admission to the voluntary Deposit Protection Fund have
been fully met. This yet again underlined the Bank's progress in
achieving its targets for balance sheet volume/structure, margin
level, cost efficiency, asset quality and capital resources. The Bank
has established a clear ESG approach to its business activities
(ESG = Environmental, Social, Governance). These include spe-
cific sustainability criteria, which are firmly anchored in the
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Lending Guidelines, and a Sustainability Framework that is
integrated into the Bank's strategic architecture. The Supervi-
sory Board was kept informed of the status of these key mile-
stones on an ongoing basis.

The Supervisory Board was involved in decisions of material
importance to the Bank. Where necessary, the Supervisory
Board sought legal advice.

The Chairman of the Supervisory Board and the Chairs of the
Risk Committee and Audit Committee were also informed by
the Management Board about important topics and upcoming
decisions, also between the scheduled meeting dates.

For example, the Chairs of the Supervisory Board, Risk Commit-
tee and Audit Committee received weekly updates on the key
figures for monitoring the impact of the COVID-19 pandemic on
the Bank via the "Corona Dashboard". Similarly, in the case of
the cum/ex investigations by the Cologne public prosecutor’s
office against (former) HCOB employees, the Chairman of the
Audit Committee has direct access to the Bank's legal advisors.
The Management Board also provides the Supervisory Board
and Audit Committee with timely and regular information on
the current status of the investigations, which are fully suppor-
ted by Hamburg Commercial Bank. In addition, the Chairman of
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the Supervisory Board receives the monthly management report
and the daily reports on asset liability management, liquidity risk
and market risk.

With regard to the Bank's comprehensive IT transformation, the
implementation of which is closely monitored by the Supervisory
Board, the consultant appointed by HCOB to support the Bank's
IT transformation may also report directly to the Chairs of the
Supervisory Board and the Audit Committee, in addition to
reporting to the Chairman of the Management Board. The con-
sultantis also a regular guest at the meetings of the Supervisory
Board's IT Transformation Committee, which was established in
July 2021. In this way, a high level of information is constantly
ensured regarding this important project. Another important
project of the Bank is the change of payment service provider,
which like the IT transformation was closely monitored by the
Audit Committee and its Chairman.

Where resolutions had to be passed between meetings, the
Supervisory Board passed these resolutions using the written
procedure.

Meetings of the Supervisory Board

The Supervisory Board held seven meetings in the 2021 financial
year, two of which were convened as extraordinary meetings. In
addition, the Supervisory Board held strategy workshops with
the Management Board on May 5%, 2021 and October 20, 2021.
Furthermore, in light of the pragmatic SREP, the Supervisory
Board held informal discussions with the ECB's management
along with representatives of the Joint Supervisory Team on
April 27t, 2021. The Supervisory Board also received detailed
information about the Data Management Initiative on April 27",
2021. Due to the COVID-19 pandemic, the meetings of the Su-
pervisory Board were mainly held by video conference. The
exceptions were the meetings on August 18, 2021 and October
20, 2021, which took place both as a face-to-face meeting and
via video conference (hybrid).

The Management Board provided the Supervisory Board with
regular information on the Bank's situation. Within this context,
it provided the Supervisory Board with information based on the
figures available for each quarter, particularly on: the Bank’s
current financial situation, business developments on the whole
andin the individual business areas (also in relation to the cur-
rent business plan), on the risk situation, capital development
and the liquidity and funding situation. In addition, the Supervi-
sory Board was provided with a regular outlook for the following
quarters and the year as a whole. A key component of the report-
ing on the Bank's situation was also the management of the
impacts of the COVID-19 pandemic, the progress made in re-
structuring of the balance sheet, regulatory issues, and progress
regarding the targeted move to the Deposit Protection Fund of

the Association of German Banks (BdB). The Management
Board also reported to the Supervisory Board on a regular basis
on the status of the transformation program, focusing on the
comprehensive IT transformation, the change of payment trans-
action service provider, the personnel restructuring, and the
integration of ESG criteria into the Bank's business activities. The
Supervisory Board also dealt with compliancerelated issues on a
regular basis, such as prevention of money laundering, terrorism
financing and fraud prevention, and information security.

The Supervisory Board examined the reports critically and, in
some cases, requested additional information and documents,
which were always provided promptly and to its satisfaction. In
addition, the Supervisory Board dealt with various Management
Board matters.

The auditor attended the meetings of the Supervisory Board
regularly and was available to the Supervisory Board for addi-
tional information.

In addition, since the third quarter of 2020, the Supervisory
Board has been provided with information at the beginning of
each month on the preliminary key figures for the previous
monthend.

The Supervisory Board was also informed in writing about signifi-
cant matters between the meetings. For example, in February
2021, the Chairman of the Management Board informed the
Supervisory Board about the correspondence with the ECB
regarding the "Identification and measurement of credit risk in
connection with the coronavirus pandemic (COVID-19)" and
about the governance of HCOB according to the principles of a
dual board system or 2-tier system. In addition, in April and June
2021, the Supervisory Board was informed in writing about the
topics of ILAAP/ICAAP and the deep dive carried out by the
ECB in this regard, and also about the results of the ECB stress
test at the end of July 2021. On July 7" and 27, 2021, the Super-
visory Board was also informed about the current status of the
investigations by the Cologne public prosecutor’s office against
(former) HCOB employees regarding cum/ex transactions in the
past, together with the offer of further discussions. Furthermore,
the Supervisory Board was provided with the latest important
internal communications as well as rating and press information,
such as on November 8, 2021, about the admission of Hamburg
Commercial Bank to the Association of German Banks (BdB)
and its Deposit Protection Fund.

At its meetings, the Supervisory Board also focused on the fol-
lowing topics:

At the meeting on February 10™, 2021, as part of the usual report
on the Bank's situation, the Supervisory Board discussed the
preliminary Group net result for 2021, which was published in a

Report of the Supervisory Board

press release on February 11, 2021. In addition, the Supervisory
Board received overviews of the secondary activities of the Man-
agement Board and the material donations made by HCOB
(donations > EUR 10,000) in 2020. In the absence of the Man-
agement Board, the Supervisory Board also discussed the further
process regarding the target achievement for 2020 and the
target agreement for 2021 for the Management Board, after
receiving reports on the Remuneration Committee meeting held
on January 20™, 2021 to discuss these matters. Finally, the Su-
pervisory Board was informed about the issues of D&O insurance
for the Supervisory Board and conflicts of interest/requests for
information in connection with the identification of related party
transactions by members of the Supervisory Board.

The subject of the meeting held on March 31, 2021 (annual
financial statements meeting) was primarily the presentation of
the results of the audit of the 2020 annual and Group financial
statements by the auditor and the report of the Audit Commit-
tee on the audit of the 2020 annual and Group financial state-
ments. Following Supervisory Board’s own assessment and prior
discussion with the auditor, and based on the recommendation
made by the Audit Committee, the annual financial statements
for 2020 were adopted and the Group financial statements for
2020 were approved. The standard resolutions to be passed
regarding the recommendations to be made to the ordinary
annual general meeting were also passed.

In connection with the annual and Group financial statements
for 2020, the combined separate non-financial report (“CSR
Report”) for 2020 pursuant to Sections 315b, 315¢c in conjunction
with 289b to 289e HGB (German Commercial Code) was also
reviewed and approved. In addition, the usual resolution was
passed on the recommendations to be made to the ordinary
annual general meeting on the selection of the auditor for the
2021financial year.

The Supervisory Board also approved the amendments to the
medium-term plan for 2021 with regard to the proposed capital
reduction through the redemption of shares.

As part of the report on the transformation program, the Super-
visory Board also received an overview of the strategy processin
preparation for the strategy workshop on May 5%, 2021.
Furthermore, the Supervisory Board was kept informed about
the current state of integration of ESG aspectsinto HCOB's
business activities and the establishment of sustainability gov-
ernance as of April 1, 2021. In this context, the Supervisory Board
was informed about the HCOB's Sustainability Framework.

In addition, the Management Board discussed the Data Man-
agement Initiative and balance sheet management with the
Supervisory Board. The Supervisory Board also received further
information on the Data Management Initiative and balance
sheet management in a deep dive on April 27, 2021.

During its meeting on March 31, 2021, in the absence of the
Management Board, the Supervisory Board also discussed the
target achievement of the Management Board for the 2020
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financial year and the target agreements for the 2021 financial
year, and approved them in line with the recommendation by
the Remuneration Committee. Finally, the Supervisory Board
approved the request of the Management Board member Dr.
Nicolas Blanchard (CCO) to terminate his employment on
March 31,2021, in line with the recommendations by the Re-
muneration Committee and the Nomination Committee.

In addition to the usual reports, the Supervisory Board received
a strategy update including a downside scenario at its meeting
on June 3, 2021.

The Supervisory Board also primarily passed resolutions on
formal amendments to the Rules of Procedure for the Supervi-
sory Board and the Management Board.

At its meeting on August 18, 2021, the Supervisory Board dealt
with the interim financial statements as at June 30, 2021, as
well as current developments. The Supervisory Board also dis-
cussed the forecast for the second half of 2021 with the Man-
agement Board, as well as for the 2021, 2022 and 2023 financial
years respectively, and received a comprehensive report on the
status of the cum/ex investigation by the public prosecutor. In
addition, the Supervisory Board approved inclusion of the regu-
lations for the IT Transformation Committee set up on July 1%,
2021in the Rules of Procedure for the Supervisory Board, along
with otherwise predominantly editorial amendments to the
Rules of Procedure for the Supervisory Board and the Manage-
ment Board. The Supervisory Board passed a further resolution
on alegal matter and was also informed about the status of the
D&Oinsurance. In the absence of the Management Board, the
Supervisory Board finally discussed in detail the amendments to
the HCOB remuneration principles for members of the Man-
agement Board and the extension of the terms of office for the
members of the Management Board lan Banwell and Christo-
pher Brody, along with their service agreements, as well as the
changes to the service agreements of the Management Board
members Stefan Ermisch and Ulrik Lackschewitz, and approved
the proposed resolutions in line with the recommendations by
the Nomination Committee and the Remuneration Committee.

On October 20, 2021, the Supervisory Board held two extraor-
dinary meetings before the joint strategy workshop with the
Management Board. Initially, in the absence of the Management
Board, it dealt with remuneration issues related to the Manage-
ment Board. Thereafter, in the subsequent meeting together
with the Management Board, it discussed in detail the imple-
mentation of the share capital reduction to offset the losses
brought forward in the HGB balance sheet, and agreed to the
proposed resolution recommendations, including the corre-
sponding resolution recommendations for the General Meeting.
In addition, the Supervisory Board received a comprehensive
update on the status of the cum/ex investigation by the public
prosecutor at this meeting.
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The last ordinary meeting of the year was held on December 2",
2021. At this meeting, in addition to the usual reports on the
Bank's situation, the status of the completed transformation
program and the anchoring of ESG into the business activities of
HCOB, the Supervisory Board dealt with the results of its own
efficiency review in accordance with Section 25d of the German
Banking Act (KWG) and the evaluation of the Management
Board. Furthermore, the Supervisory Board discussed and ap-
proved the mediumterm plan for 2022 - 2024, and also ap-
proved amendments to the Lending Guideline with effect from
December 31%, 2021, in line with the recommendation by the
Risk Committee. Subject to the reservation defined in the sub-
mission, the Supervisory Board also approved the resolution on
conclusion of the amendment agreement regarding the control
and profit transfer agreement between HCOB and BINNENAL-
STER-Beteiligungsgesellschaft mbH and the corresponding
recommendations for resolutions to the General Meeting. Fi-
nally, in the absence of the Management Board, the Supervisory
Board discussed the draft framework for the Management
Board targets for the 2022 financial year.

In the reporting year, the Supervisory Board also adopted six
resolutions using the written procedure. The subjects of the
resolutions were legal disputes (in March and November 2021)
as well as Management Board and Supervisory Board matters.
The latter concerned at the beginning of January 2021the elec-
tion of Mag. Friedrich Spandl as successor to Sat Shah as a
member of the Risk Committee, at the end of June 2021the
formation of the IT Transformation Committee, at the end of
October 2021 the amendment of the service agreements of two
Management Board members (Stefan Ermisch and Ulrik
Lackschewitz), in line with the recommendation by the Remu-
neration Committee, and at the end of September 2021 the
approval of minutes. In addition, the Supervisory Board received
the 2021 Remuneration Monitoring Report for consideration on
November 26", 2021.

In the past year, the Supervisory Board also continued its further
training in various topical issues relevant to the financial sector,
such as regulatory developments, information security and ESG.
In addition, individual members of the Supervisory Board partic-
ipated in training on further specialized topics, such as ESG.

Insofar as individual members of the Supervisory Board were
affected by resolutions of the Supervisory Board or its commit-
tees, either personally or due to their function, or if other poten-
tial conflicts of interest arose, they did not participate in the
deliberations and decisions of the respective body. The number
of other significant mandates held by the Supervisory Board
members can be found in the Corporate Governance Reportin
this Annual Report.

All members of the Supervisory Board took part in far more than
half of the meetings of the Supervisory Board and the commit-
tees of which they are members.

Committees of the Supervisory Board
The Supervisory Board has set up five committees from among
its members that support it in its work.

The Nomination Committee met three times last year. The
Nomination Committee prepared the resolutions for the Super-
visory Board in accordance with the Rules of Procedure for the
Supervisory Board. The Nomination Committee, together with
the Management Board, also supports the Supervisory Board
with regard to long-term succession planning. Where necessary,
the Committee passed its own resolutions or the Supervisory
Board was provided with recommendations on the passing of
resolutions.

The Risk Committee held a total of four ordinary meetings dur-
ing the past financial year. In the reporting year, the Risk Com-
mittee also adopted one resolution using the written procedure.
In addition, the Risk Committee was informed in writing on
February 5%, 2021 about risk development on the occasion of
the preliminary annual results for 2020, and on October 15,
2021 about the adjustment of the Strategic Risk Framework.

Representatives of the auditors also attended the meetings
regularly.

The Risk Committee dealt intensively with the Bank's risk situa-
tion and risk management. Within this context, it addressed the
updates to the Strategic Risk Framework, which provides the risk
framework for the business strategy and the planning.

At all meetings, the Committee obtained reports on current
events and developments as well as theirimpact on the risk
situation, in particular also in light of the COVID-19 pandemic.
The Risk Committee has regularly reviewed the state of the
Bank's strategic risk issues, in particular with regard to NPL/NPE
and funding. In this context, it regularly obtained reports on
topics such as diversification of the Bank portfolio and pension
management.

The Risk Committee also discussed the current regulatory issues
and the status of supervisory reviews in detail.

The Risk Committee also discussed important individual expo-
sures for the Bank and received reports on progress made in
winding down NPL holdings.

The Risk Committee discussed all Lending Guidelines and busi-
ness transactions requiring submission and approved those
transactions requiring approval in accordance with the law and
the HCOB Related Party Transactions Policy.
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Regular reports on compliance, information security and the
effectiveness of the internal control system were also submitted
to the Risk Committee. In addition, the Risk Committee re-
ceived regular information from Internal Audit on the basis of
excerpts from its quarterly reports, as well as from the Legal
department regarding major legal disputes.

At ajoint meeting with the Remuneration Committee, the Risk
Committee also reviewed the Bank’s remuneration systems to
see whether the incentives set by these remuneration systems
took the Bank’s risk, capital and liquidity situation, as well as the
probability and due date of revenue, into account.

The Audit Committee met six times in 2021, one of which was an
extraordinary meeting. In the reporting year, the Audit Commit-
tee also approved the minutes of one meeting using the written
procedure.

Representatives of the auditor attended all meetings.

The members of the Audit Committee discussed the annual and
Group financial statements of the Bank for 2020 and the corres-
ponding audit reports with the auditor PwC. The Committee
reviewed the independence of the auditor of the annual finan-
cial statements in accordance with the requirements set out in
the German Corporate Governance Code based on the decla-
ration of independence issued by the auditing firm, and pre-
pared the appointment of PricewaterhouseCoopers GmbH
Wirtschaftspriufungsgesellschaft as the auditor of the annual
financial statements for the 2021 financial year.

The auditor reported to the Audit Committee on the current
results of its audit on a regular basis and presented the current
status of the planning for the audit of the annual and Group
financial statements. The committee was also informed about
the engagement of the auditor for nonaudit assignments (Inde-
pendence Compliance Process).

The Committee discussed the corresponding reports to satisfy
itself as to the effectiveness of the risk management system -in
particular the internal audit and internal control system. Further-
more, the Committee addressed the results of the securities
account audit and the audit of investment services pursuant to
the German Securities Trading Act (WpHG). Finally, the Audit
Committee regularly reviewed the state of the IT transformation
on the basis of the reports by the Bank, the IT Transformation
Committee of the Supervisory Board and the auditor PwC.
Furthermore, the topics at meetings included reports on the
change of payment service provider and the status of the cum/
ex investigations by the Cologne public prosecutor’s office.
Finally, the Audit Committee has examined the new require-
ments for the work of the Audit Committee as a result of the
legislative amendments to the Financial Market Integrity
Strengthening Act (FISG) and has decided on a procedure for
implementing the new regulations on monitoring audit quality.
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The Remuneration Committee met nine times in the reporting
year, three of which were extraordinary meetings, and once in
what was, in part, a joint meeting with the Risk Committee.

It took an indepth look at remuneration issues relating to Man-
agement Board members. In particular, the Remuneration Com-
mittee dealt with the remuneration system, as well as the target
agreements and target achievement levels of Management
Board members. It also dealt with the Bank's remuneration
system for employees. Furthermore, the Remuneration Com-
mittee received regular reports on the status of implementation
of the requirements set out in the German Ordinance on the
Remuneration of Financial Institutions. The Remuneration Of-
ficer also reported to the Remuneration Committee on the
results of his control activities and presented his Remuneration
Monitoring Report, which has to be prepared once a year, to the
Committee. The Chairperson of the Remuneration Control
Committee consulted the Remuneration Committee on rele-
vant issues on a regular basis even outside of the meetings.

The IT Transformation Committee of the Supervisory Board was
established with effect from July 1%, 2021. The Committee
closely monitors the Bank's comprehensive IT transformation.
The committee has seven members, its Chair is the Chairman of
the Supervisory Board, and its members include the Chairs of
the Audit Committee and the Risk Committee. The committee
met three times during the reporting year, one of which was an
extraordinary meeting.

Representatives of the auditors and the external IT consultant
employed by the Management Board to support the IT transfor-
mation also attended the meetings regularly.

The committee obtains reports on current issues as well as pro-
gress with the Bank's IT transformation, the payment service
provider change and vendor management in its meetings, and
discusses these issues in detail with the Management Board.

The Chairpersons of the Committees regularly reported to the
Supervisory Board during the subsequent plenary sessions
about the work and results of the Committees’ deliberations.

Audit and adoption of the 2021 annual financial statements
and Group financial statements

The accounts, the annual financial statements, and the Group
financial statements, including the combined management
report, for 2021 were audited by PricewaterhouseCoopers
GmbH Wirtschaftsprufungsgesellschaft, Hamburg, which had
been appointed as the auditor of the annual and Group financial
statements by the ordinary annual general meeting held on May
19t, 2021. The audits led to an unqualified audit opinion being
issued in each case.
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The financial statement documents and the audit reports, to-
gether with all appendices, were sent to all members of the
Supervisory Board prior to the meetings. The auditor of the
annual financial statements initially reported on the perfor-
mance and principal findings of its audit to the Audit Committee
at the latter’s meeting held on April 5%, 2022. On this basis, and
on the basis of its own review, the Audit Committee discussed
the results in detail with the auditor. The Chairperson of the
Audit Committee informed the Supervisory Board of the out-
come of its deliberations in the Audit Committee at the Supervi-
sory Board meeting held on April 6, 2022. The auditor also
attended the meeting of the Supervisory Board and reported on
the main results of its audit. On the recommendation of the
Audit Committee, the Supervisory Board finally approved the
results of the audits, after examining the reports of the auditor
and in-depth discussion, and concluded that no objections
could be raised even after the final result of the own investiga-
tions. The Supervisory Board approved the 2021 annual financial
statements drawn up by the Management Board, meaning that
they have been formally adopted, and approved the 2021 Group
financial statements. It also approved the Report of the Supervi-
sory Board for the 2021 financial year.

Personnel matters

There were no changes made to the Supervisory Board in the
2021 reporting year.

The Management Board was reduced from five to four members
inthe 2021 reporting year:

Dr. Nicolas Blanchard left the Management Board at the end of
March 31, 2021.

The Supervisory Board would like to thank the Management
Board and all of the Bank’s employees for their considerable
personal commitment and achievements in another decisive
year for the Bank and the final year of its transformation.

Hamburg, 6t of April 2022

The Supervisory Board

—

Juan Rodriguez Inciarte
Chairman of the Supervisory Board
of Hamburg Commercial Bank AG

Corporate
(overnance
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All statements in this Corporate Governance Report reflect
the situation that prevailed on the 16" of March 2021 in the
absence of any references to the contrary.

As an unlisted company, Hamburg Commercial Bank has been
recognising the German Corporate Governance Code (GCGC)
voluntarily since 2005. Corporate governance at Hamburg
Commercial Bank (HCOB) is also principally based on the pro-
visions of the German Stock Corporation Act, the German
Banking Act and internal rules such as the Articles of Associa-
tion and the Rules of Procedure that apply to the Management
Board and the Supervisory Board, as well as the Code of Con-
duct of Hamburg Commercial Bank. By presenting the system
of corporate governance and control and with the transparent
reporting on conformity to the recommendations of the Code,
the aim is to strengthen the confidence that investors, clients
and employees, as well as the general public, have in Hamburg
Commercial Bank.

Declaration in accordance with Section 161 of the German
Stock Corporation Act

In accordance with Section 161 of the German Stock Corpora-
tion Act, the Management Board and Supervisory Board of
listed companies must publish an annual declaration of how
their management and supervision systems conform to, or
deviate from, the recommendations set out in the German
Corporate Governance Code. The Bank’s aim is to conform to
the GCGC as fully as possible even as a non-listed company. As
aresult, in April 2022, the Management Board and the Supervi-
sory Board of Hamburg Commercial Bank (HCOB) voluntarily
issued the Declaration of Conformity set out below, in which
the deviations from the GCGC recommendations are disclosed.

Declaration of Conformity

On the 16" of December 2019, the "Government Commis-
sion on the German Corporate Governance Code" pre-
sented a new version of the German Corporate Governance
Code, which entered into force on the 20t of March 2020
when it was published by the Federal Ministry of Justice
and Consumer Protection in the official section of the Ger-
man Federal Gazette. The new version restricts the applica-
bility of the Code's recommendations to credit institutions
such that the recommendations only apply to them to the
extent that there are no statutory provisions to the contrary.
Hamburg Commercial Bank's last Declaration of Conform-
ity was issued on the 31stof March 2021.

The Management Board and Supervisory Board of Ham-
burg Commercial Bank declare that Hamburg Commercial
Bank has complied with the GCGC recommendations with
the exception of the aspects listed below:

According to Recommendation B.2, the Supervisory Board
should ensure, together with the Management Board, that
there is long-term succession planning. The approach is to
be described in the Corporate Governance Statement.
The Supervisory Board, in which all of HCOB's institutional
private investors are represented and an appropriate
number of independent shareholder representatives are
members, works together with HCOB's Management
Board to ensure long-term succession planning. The ap-
proach is not described in the Corporate Governance
Statement

Pursuant to Recommendation B.5, an age limit should be
specified for members of the Management Board and
disclosed in the Corporate Governance Statement

So far, no age limit has been set and there is no corre-
sponding disclosure in the Corporate Governance State-
ment. The HCOB Management Board currently has an
average age of around 55

According to Recommendation C.1, the Supervisory Board
should determine specific objectives regarding its compo-
sition, and prepare a profile of skills and expertise for the
entire Board while taking the principle of diversity into
account. Proposals by the Supervisory Board to the annual
general meeting are to take these objectives into account,
while simultaneously aiming at fulfilling the overall profile
of required skills and expertise of the Supervisory Board.
The status of implementation is to be published in the
Corporate Governance Statement. This is also to provide
information about what the shareholder representatives on
the Supervisory Board regard as the appropriate number of
independent Supervisory Board members representing
shareholders, and the names of these members.

No publication has been made in the Corporate Govern-
ance Statement. As part of its annual efficiency review,
which was conducted in December 2021, the Supervisory
Board looked at the skills, competencies and experience
within the Supervisory Board and updated its competence
profile, which was prepared in 2020 (see 2021 Corporate
Governance Report and Report of the Supervisory Board
2021). The shareholder representatives on the Supervisory
Board consider the number of independent shareholder
representatives to be appropriate. The names can be
found in the 2021 Corporate Governance Report

According to Recommendation C.2, an age limit should be
specified for members of the Supervisory Board and dis-
closed in the Corporate Governance Statement
According to the Rules of Procedure for the Supervisory
Board, members of the Supervisory Board should gener-
ally not be older than 68 when they start their term of
office (see 2021 Corporate Governance Report). No publi-
cation on the age limit has been made in the Corporate
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Governance Statement.

Acording to Recommendation C.3, the term of Supervisory
Board membership should be disclosed.

The term of membership of the Supervisory Board has not
been disclosed. The Supervisory Board has deliberately
decided against setting a limit for the term of membership,
which is why is does not report this at present (see 2021
Corporate Governance Report).

According to Recommendation D.1, the Supervisory Board
shall adopt Rules of Procedure and publish them on the
company's website.

The Supervisory Board of Hamburg Commercial Bank AG,
in which all of HCOB's institutional private investors are
represented, has adopted Rules of Procedure. The Rules of
Procedure for the Supervisory Board form part of HCOB's
written rules. The Rules of Procedure for the Supervisory
Board have not been published on the website of Ham-
burg Commercial Bank AG.

According to Recommendation D.2, depending on the
specific circumstances of the enterprise and the number of
Supervisory Board members, the Supervisory Board should
form committees of members with relevant specialist ex-
pertise. The respective committee members and the com-
mittee chairs should be provided in the Corporate Govern-
ance Statement

The Supervisory Board’s committees and the respective
committee members as well as the committee chairs can
be found in the notes to the annual financial statements
and the notes to the 2021 Group financial statements.
Moreover, this information is published on the HCOB
website. No publication has been made in the Corporate
Governance Statement.

According to Recommendation D.5, the Supervisory Board
is to form a Nomination Committee, composed exclusively
of shareholder representatives, which names suitable can-
didates to the Supervisory Board for its proposals to the
annual general meeting.

The Nomination Committee of HCOB's Supervisory Board
is currently composed of three shareholder representa-
tives and one employee representative. Nevertheless, in
accordance with the Rules of Procedure for the Supervi-
sory Board, only the shareholder representatives on the
Nomination Committee propose suitable candidates to
the Supervisory Board for its election proposals to the
annual general meeting.

According to Recommendation D.8, the report of the Su-
pervisory Board should state how many meetings of the
Supervisory Board, and of the committees, the individual
members attended in each case. Participation by telephone
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or video conference also counts as attendance, but this
should not be the rule.

A list of the number of meetings attended by individual
Supervisory Board members was not included in the cur-
rent Report of the Supervisory Board. The members of the
Supervisory Board all attended the meetings of the Super-
visory Board and the committees, with only very few and
well-justified exceptions. Against the backdrop of the
COVID-19 pandemic, meetings in 2021 continued to be
held primarily by video or telephone conference.

According to Recommendation D.13, the Supervisory Board
should assess, at regular intervals, how effective the Super-
visory Board as a whole and its committees fulfil their tasks.
The Supervisory Board should report in the Corporate Gov-
ernance Statement if (and how) the self-assessment was
conducted.

HCOB'’s Supervisory Board assesses the efficiency of its
work as a whole and that of its committees on a regular
basis (cf. 2021 Corporate Governance Report and Report
of the Supervisory Board). There is no report on this in the
Corporate Governance Statement.

According to Recommendation F.2, the Group financial
statements and the Group management report are to be
made publicly accessible within 90 days from the end of the
financial year, while mandatory interim financial information
is to be made publicly accessible within 45 days from the
end of the reporting period.

Hamburg Commercial Bank did very narrowly not publish
the Group financial statements or the Group management
report for the 2020 financial year or the interim report for
2021 by the recommended deadlines (April ¥, 2021 and
August 19, 2021, respectively).

Hamburg Commercial Bank has complied with the recommen-
dations set out in the Code insofar as they make sense foran

unlisted corporation.

Hamburg, 6" of April 2022

For the Management Board For the Supervisory Board
Stefan Ermisch Juan Rodriguez Inciarte

Supervisory Board
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Supervisory Board

Composition

In accordance with the Articles of Association, the Supervisory
Board of Hamburg Commercial Bank currently consists of 18
members. In line with the one-third participation system, the
Supervisory Board is composed of twelve shareholder repre-
sentatives and six employee representatives.

The Supervisory Board has specified concrete objectives for its
composition in its Rules of Procedure. Based on these Rules of
Procedure, the following aspects are to be taken into account:
the company’s international activities in the context of the
company-specific situation, preventing potential conflicts of
interest, the number of independent Supervisory Board mem-
bers, the setting of an age limit for Supervisory Board members
and a standard limit for the term of Supervisory Board mem-
bership, as well as diversity. The latter objective shall, in par-
ticular, provide for an appropriate degree of female rep-
resentation. Information on the ratio of women can be found in
the Corporate Governance Statement pursuant to Section
289f (4) of the German Commercial Code (HGB) in the com-
bined Management Report of HCOB.

The Supervisory Board of Hamburg Commercial Bank has
deliberately refrained from setting a limit on the term of mem-
bership of the Supervisory Board. The Supervisory Board con-
siders it difficult to determine an ideal term of membership and
consequently to define this sort of standard limit. This is also
because the Supervisory Board considers it important to be
able to retain existing expertise on the Supervisory Board in
HCOB's transformation and future positioning.

With regard to Recommendation C.6 GCGC, the Supervisory
Board is to include what it considers to be an appropriate num-
ber of independent members from the group of shareholder
representatives, thereby taking into account the shareholder
structure. Within the meaning of this recommendation, a Su-
pervisory Board member is considered independent if he/she
isindependent from the company and its Management Board,
and independent from any controlling shareholder. With re-
gard to Recommendation C.7 GCGC, more than half of the
shareholder representatives should be independent from the
company and the Management Board. Supervisory Board
members are to be considered independent from the company
and its Management Board if they have no personal or busi-
ness relationship with the company or its Management Board
that may cause a substantial - and not merely temporary - con-
flict of interest. As at 31 December 2021, four of the twelve
shareholder representatives on the Supervisory Board were
classified as independent: Juan Rodriguez Inciarte, Klaus
Heinemann, Chad Leat and Stephan Wilcke. The shareholder
representatives on the Supervisory Board consider the number

of independent shareholder representatives to be appropriate.

Procedure

The Supervisory Board has issued Rules of Procedure for itself
and its committees. It has also set out Rules of Procedure for
the Management Board. The Supervisory Board appoints,
monitors and advises the Management Board and is involved
in fundamental decisions made by the Bank. The Management
Board informs the Supervisory Board regularly and in good
time of the proposed business policy and other fundamental
matters during the meetings and also orally, particularly in
conversations between the Chairman of the Management
Board and the Chairman of the Supervisory Board.

Section 25d (11) sentence 2 no. 3 of the German Banking Act
(KWG) requires the Supervisory Board to evaluate the struc-
ture, size, composition and performance of the management
and supervisory body on a regular basis, at least once a year.
For this purpose, the Supervisory Board, as in the previous year,
used questionnaires not only to evaluate various aspects of its
own work, but also to evaluate the work of the Management
Board. The efficiency review conducted at the end of 2021
revealed that the Supervisory Board is satisfied with the effi-
ciency of its activities on the whole.

In order to ensure that the Supervisory Board always has up-
to-date technical and specialist expertise, training courses are
held for the Supervisory Board both when new Supervisory
Board members are appointed and on special topics. Further
information on the contents of the training can be found in the
Report of the Supervisory Board.

Other mandates

In order to be able to perform their Supervisory Board duties
properly, the Supervisory Board members have to devote suffi-
cient time to these activities. This means that the individual
Supervisory Board members can only have a limited number of
other duties over and above their Supervisory Board activities
for HCOB. The Supervisory Board members of Hamburg Com-
mercial Bank have the following number of other Supervisory
Board mandates at other companies:

Supervisory Board member No. of other mandates
(as at: the 22" of March 2022)

Juan Rodriguez Inciarte

Manuel Gonzalez Cid

Frederick Haddad

Chad Leat

Dr. llinca Rosetti

Mag. Friedrich Spand|

Stephan Wilcke

Wi [= N[ W=

Peter Yordan

Corporate Governance

Further information on diversity can be found in the combined
management report and the CSR Report. Detailed information
on the Supervisory Board activities in 2021 can be found in the
Report of the Supervisory Board.

Remuneration

The remuneration paid to the members of the Supervisory
Board is disclosed individually in the notes to the annual finan-
cial statements and the notes to the Group financial state-
ments.

Management Board

Composition

In March 2022, the Management Board of Hamburg Commer-
cial Bank consists of four members and is divided into the fol-
lowing areas of Board responsibility: CEO (Chief Executive
Officer), CRO (Chief Risk Officer), CFO (Chief Financial Of-
ficer) and CIO (Chief Investment Officer). When selecting new
Management Board members, the Supervisory Board must
adhere to the relevant legal requirements. The German Corpo-
rate Governance Code expects the appropriate consideration
of women in particular. The German Banking Act requires the
consideration of balance and diversity regarding the know-
ledge, skills and experience of all Management Board mem-
bers. The Rules of Procedure for the Supervisory Board also
contain requirements that the Supervisory Board and/or the
Nomination Committee has to take into account when identi-
fying applicants to filla Management Board position. This
means that the Supervisory Board looks at the Management
Board position to be filled on a case-by-case basis and selects
Management Board members taking into account the require-
ments of the position in question and the competencies al-
ready represented on the Management Board based on an
individual job profile.

Procedure

The Management Board is responsible for the management of
the Bank and works with Hamburg Commercial Bank’s other
corporate bodies and with the employees' representatives on a
basis of mutual trust in the Bank's best interests. It defines the
Bank's strategic alignment in consultation with the Supervisory
Board. The Chairman of the Management Board represents
the Management Board as a collegial body, presides over its
meetings and coordinates its work. The Management Board
largely met once a week during the period under review. The
members of the Management Board are jointly responsible for
running the Bank’s business. Their duties and responsibilities
are laid down in the Rules of Procedure for the Management
Board, as supplemented by the business allocation plan.
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Other mandates in management or supervisory functions

One member of the Management Board holds one mandate on
the supervisory board of a subsidiary of the Bank and one mem-
ber of the Management Board holds a mandate on the supervi-
sory body of an institution. Other than this, the Management
Board members do not perform any management or supervi-
sory functions at other companies.

Remuneration

Details of the remuneration system for, and the remuneration
paid to, the Bank’s Management Board members can be found
in the notes to the annual financial statements and the notes to
the Group financial statements.

Shareholders, annual general meeting

Hamburg Commercial Bank’s shareholders exercise their rights
at the annual general meeting. The Management Board con-
venes the annual general meeting once a year, stating the
agenda and including the requisite reports and documents.

The Annual General Meeting in May 2021 dealt - in addition to
the agenda items required by law for an Annual General Meet-
ing - with a proposed resolution on the redivision of the nominal
share capital and the corresponding amendment to the Articles
of Association. Extraordinary General Meetings were held in
November 2021 and December 2021. The agenda included
proposed resolutions on the reduction of the share capital
through the redemption of shares provided free of charge by
the Company in a simplified redemption procedure and related
amendments to the Articles of Association of HCOB, as well as
the agreement on the amendment of the control and profit and
loss transfer agreement existing between the Company as
controlling company and BINNENALSTER-Beteiligungs-
gesellschaft mbH, Hamburg, as controlled company.

According to Principle 23 GCGC, the annual general meeting
should generally adopt advisory resolutions concerning the
approval of the remuneration system for Management Board
members, prepared by the Supervisory Board, as well as pro-
posing resolutions on the approval of the remuneration report
for the preceding financial year. As an unlisted company and
given that HCOB's institutional private investors are repre-
sented on the Supervisory Board, the Bank opts not to have the
annual general meeting address the remuneration report and
the remuneration system for the members of the Management
Board, prepared by the Supervisory Board, in greater detail.
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Annual Report 2021 (IFRS/Group)
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Information on the combined management report

To improve the clarity of presentation, the management reports

of Hamburg Commercial Bank AG and the Hamburg Commercial

Bank Group have been combined in accordance with Section 315 (5)

of the German Commercial Code (HGB) in conjunction with Section

298 (2) HGB. The annual and Group financial statements of Hamburg
Commercial Bank (including the combined management report) will be
jointly submitted to the operator of the German Federal Gazette and
published in the Federal Gazette. In addition, the annual and Group
financial statements of Hamburg Commercial Bank are available on the
Internet at www.hcob-bank.de. The following information in the combined
management report relates to the Hamburg Commercial Bank Group as a
general rule; in the event of material differences with regard to Hamburg
Commercial Bank AG, separate explanations are provided. Due to rounding,
numbers presented throughout this report may not add up precisely to the
totals shown and percentages may not precisely reflect the absolute figures.
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Basis of the Group

Business activities
Transformation programme

With the change of ownership completed at the end of De-
cember 2018, which marked the first successful privatisation of
a Landesbankin Germany, Hamburg Commercial Bank AG,
supported by the strong commitment of its international own-
ers, had embarked on a comprehensive and far-reaching
transformation programme spanning a period of several years.
The strategic objective associated with the transformation
programme was successful realignment to create a sustainably
profitable and efficient specialist finance provider, as well as
the achievement of a seamless transition to the Deposit Pro-
tection Fund of private banks on 1January 2022. With regard
to the targeted financial ratios, the strategic objective for 2022
set at the start of the transformation phase was a CET1 capital
ratio of at least 16 %, an NPE ratio of no more than 2%, a maxi-
mum cost-income ratio of 40 % and pre-tax profitability of
more than 8 %.

The positive effects of the systematic implementation of
the individual packages of measures forming part of the trans-
formation programme since the end of 2018 can be seen
throughout the Bank as a whole at the end of 2021in the fol-
lowing developments that the Bank has undergone in key cat-
egories during the transformation period. In general, the com-
prehensive staff restructuring measures, which led to a signifi-
cant reduction in employee capacities (- 46 % on an FTE basis)
as against the end of 2018, played a particularly decisive role in
the Group’s restructuring success.

- Operational profitability: Systematic price discipline fo-
cusing on the shareholder value added concept in business
transactions, de-risking and deleveraging of the legacy
portfolio, optimisation of asset allocation and lower fund-
ing costs have led to a significant increase in profitability
ratios, such as the net operating interest margin.

- Client business: The Bank has developed new profitable
and risk-oriented growth strategies (e.g. for international
corporates), which has served to diversify its income
sources and reduce concentration risks. At the same time,
the client franchise has been strengthened in the Bank's
core business areas. Transactions and product lines that do
not meet the profitability requirements set out above were
wound down whilst minimising losses.

- Efficiency and cost culture: Hamburg Commercial Bank
has implemented and established a stringent and efficient
cost culture on the basis of which administrative expenses

have decreased on an ongoing basis while at the same time
allowing the Bank to make value-enhancing investments in
IT/digitalisation and in strategic initiatives. Within this con-
text, the Bank has simplified its business model and pro-
cesses, streamlined its organisational structure and consol-
idated its locations/branches and portfolio of buildings.

- Risk: The transformation phase was characterised by pro-
active risk management. This primarily featured a tighten-
ing of risk standards, risk-conscious restraint in new busi-
ness and, in particular, forward-looking de-risking of the
loan and derivatives portfolio, a move that was initiated at
an early stage. As a result of proactive risk management,
the Group's total assets and RWA have been substantially
reduced, significantly strengthening the Bank’s capital po-
sition among other things. The risk profile of the credit and
derivatives book was reduced considerably despite the
macroeconomic headwind from the economic environ-
ment triggered by the COVID-19 crisis that occurred half-
way through the transformation phase.

- Liability management: In addition to the assets side, the
liabilities side of the balance sheet was also revamped in
full. Key milestones included the restructuring of the capi-
tal structure, the optimisation of the deposit structure and
the Bank’s return to the capital market through a series of
successful benchmark bond issues. All in all, these changes
have led to a significant reduction in funding costs.

- Corporate culture: The Bank has established a corporate
culture characterised by flat hierarchies, fast decision-
making processes and pragmatic solutions, and focusing
on performance and agility as its key elements. At the same
time, the very challenging staff reduction measures, which
have served to substantially reduce the number of FTEs in
the Group, were implemented successfully.

By the end of the 2021 reporting year, the Bank had exceeded
the strategic goals set at the beginning of the transformation
period overall. Hamburg Commercial Bank has a CET1 ratio of
28.9 %, an NPE ratio of 1.4 %, a CIR of 50 % and return on eq-
uity after tax of 18.4 % as at 31 December 2021. For further de-
tails on the development of these key performance indicators
in the 2021 financial year, please refer to the comments in the
section entitled "Earnings, net assets and financial position";
further information on the expected development of these in-
dicators is presented in the section "Forecast report including
opportunities and risks".

Based in particular on this strong set of financial ratios, the
seamless transition to the Deposit Protection Fund of private
banks was achieved as planned on 1January 2022 (see also the
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comments in this chapter under "Deposit Protection Fund"),
which marks the official end of the transformation phase at the
same time.

Headquarters, regional focus, clients and
products

Hamburg Commercial Bank (HCOB) is a private commercial
bank and specialist finance provider with its headquarters in
Hamburg. It is managed in the legal form of a German public
limited company.

The Bank offers its clients a high level of structuring exper-
tise in the financing of commercial real estate projects with a
focus on Germany, as well as neighbouring European coun-
tries. It also has a strong market position in international ship-
ping. The Bank is one of the pioneers in Europe-wide project
financing for renewable energies. It is also committed to the
expansion of digital and other key infrastructure sectors.
HCOB offers individual financing solutions for international
corporate clients, as well as a focused corporates business in
Germany. Digital products and services for reliable, timely na-
tional and international payment transactions and trade fi-
nance round off the Bank's offering.

Segments and locations

Hamburg Commercial Bank's operating business activities are
divided into four market-oriented segments, Real Estate, Ship-
ping, Project Finance and Corporates, as well as the Treasury &
Group Functions segment. The latter segment includes the
Bank’s capital market activities, as well as the other staff and
service functions. With regard to the adjustments made to the
segment reporting in the reporting year, we refer to the sec-
tion "Segment results" in this combined management report
and to Note 49 to the Group financial statements.

The structure of the segments, a description of the busi-
ness areas they contain and the business strategies pursued in
the segments are described in this chapter in the section enti-
tled "Strategic direction for the business areas" as well asin the
section "Segment results".
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The Bank has branches abroad, namely in Athens and Lux-
embourg, as well as a representative office in Londonin line
with its focused direction. In the Athens branch, the Bank
serves international shipping clients. The focus of the Luxem-
bourg branch is on the International Corporates division, as
well as on asset management activities for plan assets related
to the Bank's actively managed pension liabilities. In Germany,
the Bank has offices not only in Hamburg, but also in Berlin,
Dusseldorf, Kiel, Frankfurt am Main, Munich and Stuttgart.

The branches listed above are of secondary importance for
understanding the Group situation.

Equity holdings and scope of consolidation

In addition to the parent company, the scope of consolidation
for the Group financial statements comprised 13 fully consoli-
dated subsidiaries as at the reporting date (31 December
2020: twelve fully consolidated subsidiaries). There were two
additions to the group of fully consolidated companies in the
reporting period, offset by one disposal.

HPS Elbe Unlevered Direct Lending Fund, SCSp (Loan
Fund), Luxembourg, which was established in the reporting
year,and HCOB Investment Management S.a.r.l, which is also
based in Luxembourg, were included in the scope of consoli-
dation for the first time on a fully consolidated basis. Hamburg
Commercial Bank diversifies its activities in the international
corporates business through the Loan Fund. HCOB Invest-
ment Management S.a.r.l. currently acts as an asset manager
for the plan assets invested to cover the Bank's pension liabili-
ties. As it commenced its business activities in the reporting
year, it was included in the scope of consolidation for the first
time on a fully consolidated basis.

The disposal from the scope of consolidation relates to
Funding Il (formerly: HCOB Funding Il), George Town. This
company, which originally served as a refinancing vehicle fora
capital market transaction, no longer has any operating busi-
ness activities following the termination of the transaction, the
repayment of most of its items in the statement of financial po-
sition and the fulfilment of its business purpose. It was decon-
solidated in the second half of 2021 as it was no longer material
to the earnings, net assets and financial position of the Ham-
burg Commercial Bank Group.

Further details on the changes in the scope of consolida-
tion and the impact of the deconsolidation of Funding Il on the
Group’s income statement in the reporting year can be found
in Note 7 (Scope of consolidation) to the Group financial state-
ments.
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Shareholder structure

Since 28 November 2018, Hamburg Commercial Bank has
been owned by renowned, globally active, institutional private
investors that have a high level of expertise in the banking
business, in particular. The shareholder structure is as follows:

Shareholder structure

One fund
advised by

Several funds initiated by
Cerberus Capltal Management, L.P.

J.C. Flowers &
Co.LLC

Promontoria Promontoria Promontoria JCF IV Neptun
Holding Holding Holding Holdings
221B.V. 231B.V. 233BYV Sarl

2.87% 13.87% 18.71%
42.45% 3496%

One fund BAWAG P.S.K. HCOB
initiated by Centaurus Bank flr Arbeit Current and
GoldenTree Capital LP und Wirtschaft former
Asset Manage- und Management
ment LP Osterreichische llBoard Members
Postsparkasse (who are or
Aktien- ware in office
GoldenTree Chi Centaun gesellschaft from November
Asset LLC 2018)
Management
LuxSarl
12.49% 7.49% 2.50% on%

Hamburg Commercial Bank's Management
Board reduced from five to four members

At its meeting on 31 March 2021, the Supervisory Board of
Hamburg Commercial Bank AG decided to comply with Dr Ni-
colas Blanchard's request not to renew his contract as CCO,
which expires at the end of 2021. Christopher Brody (CIO) has
been responsible for the Bank's entire client business since 1
April 2021. The bundling the sales activities in one Manage-
ment Board department also involved the reorganisation and
focusing of the sales organisational structure.

By reducing the number of Management Board members
from five to four and reorganising the front office, Hamburg
Commercial Bank has continued to streamline its organisa-
tional structure as part of its ongoing transformation process.

The Management Board of Hamburg Commercial Bank
consists of: Stefan Ermisch (CEQO), Ulrik Lackschewitz
(CRO/Deputy CEO), lan Banwell (CFO) and Christopher
Brody (CIO).

Further information on the members of corporate bodies is
set outin Note 62 (Related companies and parties).

Deposit Protection Fund

Hamburg Commercial Bank AG has been assigned to the
Compensation Scheme of German Private Banks
(Entschédigungseinrichtung deutscher Banken GmbH, EdB)
since 1January 2022. EdB is entrusted with the task of acting
as the statutory compensation scheme for all CRR credit insti-
tutions assigned to it. The EdB generally protects deposits up
to EUR 100,000 per Hamburg Commercial Bank AG deposi-
tor.

Since 1January 2022, Hamburg Commercial Bank AG has
also voluntarily participated in the Deposit Protection Fund of
the Association of German Banks (Einlagensicherungsfonds
des Bundesverband deutscher Banken e.V.) (ESF). In accord-
ance with its By-laws, the ESF protects deposits of certain
HCOB customers, subject to the exceptions provided therein.
The protected deposits are mainly demand, time and savings
deposits. Deposits included in the Bank's own funds, liabilities
from bearer and registered bonds as well as deposits from
credit institutions, financial institutions, securities firms and lo-
cal authorities are not protected. The following shall further
apply to the protection in the Deposit Protection Fund:

- Deposits by creditors other than natural persons and foun-
dations with legal capacity are only protected if (i) the de-
posit is not a liability arising from a registered bond or a
promissory note and (ii) the term of the deposit does not
exceed 18 months. Deposits which already existed before
1January 2020 shall not be subject to the limitation of
term. After 31 December 2019, the “grandfathered” status
under the preceding sentence shall cease to apply as soon
as the deposit in question falls due, can be terminated or
otherwise reclaimed, or if the deposit is transferred by way
of individual or universal succession in title.

- Liabilities of banks that already existed before 1 October
2017 shall in principle be protected in accordance with and
under the conditions laid down in the provisions of the By-
laws of the Deposit Protection Fund applying until 1 Octo-
ber 2017. This does not apply to liabilities of Hamburg
Commercial Bank AG, as the Bank was not yet participat-
ing in the Deposit Protection Fund at that time.
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- The protection ceiling for each creditor is, until 31 Decem-
ber 2019, 20 %, until 31 December 2024, 15 % and, as of
1January 2025, 8,75 % of the Bank’s own funds within the
meaning of Article 72 of Regulation (EU) No 575/2013
used for deposit protection purposes. Deposits established
or renewed after 31 December 2011 shall be subject to the
respective new protection ceilings as of the aforemen-
tioned dates, irrespective of the time when the deposits
are established. Deposits established before 31 December
2011 shall be subject to the old protection ceilings until ma-
turity or until the next possible termination date.

At the same time as HCOB switched to EdB and ESF, HCOB's
membership in the security reserve of the Landesbanken and
Girozentralen (Sicherungsreserve) as part of the institutional
protection system of the Savings Banks Group (Sicherungs-
system der Sparkassen-Finanzgruppe) ended.

External influencing factors and processes

The following aspects are of particular relevance to Hamburg
Commercial Bank's business: the development of the econ-
omy and the financial markets (including interest rate levels,
EUR/USD exchange rate changes), developments in the rele-
vant sectors such as the real estate market and shipping, regu-
latory requirements and discretionary decisions by the super-
visory authorities, assessments by rating agencies and capital
market participants and other stakeholders, such as the Asso-
ciation of German Banks (BdB).

The Bank has defined processes within its business organi-
sation that form the basis for operating and managing the
Bank as well as for its internal control system. Along the value
chain, these processes can be divided into strategy/planning,
sales, support and monitoring processes. The strategy pro-
cess/planning processes form the basis for the sales processes,
which essentially comprise the Bank's lending business and
capital market activities. The main support processes include
loan and collateral management, payment transactions and
trade settlement. The key monitoring activities, as t