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Strengths/Opportunities:

Exposed market position in small-ticket leasing with
a global sales network; lean processes based on a
high degree of standardization and automation

Measures to resolve the auditor's findings have al-
ready been implemented to a large extent

Increase in transparency through consolidation and
initiated acquisition of the franchise companies

Expansion of international sales network and portfo-
lio to achieve growth targets

Granular portfolio, broad risk diversification

Strong capital structure

Weaknesses/Threats:

Management/personnel capacities constrained by re-

solving the auditor’s findings

Implications of restructuring on cost structure remain
unknown

Economic situation significantly affected by the
Ukraine war

FY 2021 characterized by weak earnings and declin-
ing new business development (particularly influ-
enced by various special factors)

Significant portion of business volume in countries
with a difficult economic and/or political landscape

A functional capital market is of major importance for
GRENKE due to its refinancing activity

Financial data:

GBB-Rating

GRENKE AG
(consolidated group)

Rating result

The credit standing of GRENKE AG remains high according to the
information available at the time of rating. As of the date of the rating
committee, GBB-Rating confirms the rating result A-. The result is
confirmed in particular in view of the company’s exposed market
position in small-ticket leasing, the established lean processes
driven by a high degree of standardization and automation, the ex-
isting and planned upward business trajectory, and the efforts made
to enhance the business model’s transparency and resolve the is-
sues identified by diverse audits. In the light of the macroeconomic
climate, which is being put under enormous pressure by the war in
Ukraine, and of the effects of the war (including supply chain disrup-
tion and rising raw material and energy costs) and uncertainties aris-
ing from the conflict, as well as the well advanced but still ongoing
implementation of internal measures, the outlook is being revised to
indeterminate. The awaited final assessment of the special audits
by the supervisory authority — in the wake of a short-seller attack —
is among the reasons for the rating remaining on watch.

Material points of criticism, such as concerns about the substance
of the company’s leasing operations for example, have been re-
solved, and all annual and consolidated financial statements, includ-
ing for the fiscal years 2020 and 2021, have been audited and pro-
vided with an unqualified opinion. To enhance transparency and
simplify the corporate structure, the Group has now begun to ac-
quire the franchise companies (thus far in Singapore and the USA,
in May 2022), having already included them in the consolidated fi-
nancial statements for 2020. The remaining franchise companies
are expected to be acquired by the end of 2022. In addition, the
company has adopted an action plan to resolve the shortcomings
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assume that the business organization and management systems

Total assets 6,660,940 7,331,781 will be significantly more robust once the identified problems have
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capacities will continue to be occupied with the action plan during

Modified equity ratio 22.3% 20.6 % the current fiscal year; on top of that, the impact of the restructuring

actions on the cost structure remains to be seen.

The financial profile examined during the rating procedure has been
further weakened by the regressive earnings position, which was
adversely influenced by various non-recurring factors in 2021 (ram-
ifications of short-seller attack, special audit, effects of Covid-19,
change of auditor, action plan to address findings). These influ-
ences, alongside the difficult market environment, reduced the vol-
ume of new leasing business substantially, by 18.3 %, and affected
the earnings and embedded value trajectories accordingly.
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Summary:

Rating criteria Rating
Financial profile acceptable
Business profile

- Market adequate

- Organization adequate

- Risk profile adequate

(strong > adequate > acceptable > unsatisfactory > weak)

Rating history:

Rating Outlook Date
A- indeterminate 07/01/2022
A- negative 07/01/2021
A stable 10/08/2020
A stable 03/26/2020
A stable 10/31/2019
Rating scale:

Rating Rating categories
AAA highest financial standing
AA+ [ AA | AA- very high financial standing
A+ /AT A- high financial standing

BBB+/ BBB / BBB-

good financial standing

BB+ /BB /BB-

B+/B/B-

CCc+/ccc/ccece-

Cc/C

D

satisfactory financial standing

financial standing scarcely
adequate

financial standing no longer
adequate

inadequate financial standing

moratorium / insolvency
proceedings

GBB-Rating

The economic result (ordinary comprehensive income plus change
in embedded value) fell significantly overall year-over-year, from
EUR 90.2 million to EUR -64.5 million (economic result after taxes
for 2021: EUR -60 million). Apart from taking non-recurring effects
into account (extraordinary income from the sale of the subsidiary
Viafintech in the amount of EUR 23.7 million; costs directly attribut-
able to the special audit in the amount of approximately EUR 15
million), the financial profile was assessed by giving consideration
to the good current business development and a favorable trend
analysis based on the Group’s plans.

Despite the challenging market environment, the pattern of busi-
ness in the first quarter of 2022 is again characterized by strong
momentum; the positive trend that emerged in the final quarter of
2021 is evidently being maintained. As of March 2022, GRENKE
AG posted a 36.5 % increase in the volume of new leasing business
and a 47.8 % rise in earnings before taxes.

The Group has mapped out a sustained return to growth for the en-
suing period, which by 2024 is expected to see a doubling of new
business volume (to around EUR 3.4 billion) measured against
2021 and a substantial upward earnings trend (budgeted economic
result after taxes: EUR 21 million in 2022, EUR 198 million in 2023,
EUR 248 million in 2024). This is to be achieved by bolstering inter-
national sales and expanding the portfolio of leased assets. In addi-
tion, high priority is attached to continuously improving and simpli-
fying processes by way of targeted digitalization (e-signatures for
end-to-end digital contract management, digital client portal, sales
app). From an overall viewpoint, although we regard the plans
adopted by the company as ambitious, we believe that they are
achievable against the backdrop of the very encouraging new busi-
ness and earnings trend in the period 2010 through 2019 and the
most recently confirmed earnings forecast for the whole of 2022.
The scale of actual forthcoming growth is, however, unknowable at
present. The Group’s capital base continues to be assessed as
strong and is not adversely affected by the most recent increase in
capital requirements (SREP add-on) imposed by the Federal Finan-
cial Supervisory Authority BaFin.

The risk profile is appropriate. The still highly granular portfolio,
broad risk diversification and the provision of good security for the
portfolio are to be seen in a favorable light. There are no major de-
pendencies on suppliers or lessees. Due to the business model,
however, the share of non-performing receivables is relatively high,
especially in Italy, which is the core market, and the other southern
European markets. In view of the significant portion of business vol-
ume generated in countries with a difficult economic and/or political
landscape, developments require further monitoring. The elevated
loss given default rate of 2.3% in the preceding fiscal year was fol-
lowed by a drop back to 1.6% in 2021, which puts the figure on a
par with the average annual default rate.

The company mitigates the risk of open interest rate positions
through the use of interest rate derivatives and swaps, so that the
actual interest rate risks are manageable (as of 31.12.2021 an in-
terest rate shift of +/- 200 basis points triggered a change in fair
value of 1.1% and -0.6% respectively).

At present, the macroeconomic climate is being adversely affected
by the war in Ukraine. In this connection, shortages and delays in
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the supply chain are among the factors capable of impacting the
pattern of new business. Given the absence of business activities in
Russia and Ukraine, however, the direct influence of the armed con-
flictin Ukraine on the Group is regarded as manageable.

The Group pursues a diverse refinancing strategy focusing on the
three pillars of asset-backed funding (including ABCP programs),
senior unsecured instruments (bonds, notes, commercial paper)
and deposits taken by GRENKE Bank AG and made available to
the Group through the purchase of receivables. The credit quality of
GRENKE Bank AG is likewise high. By way of a bond tap issue in
the amount of EUR 125 million in September 2021, the Group rein-
forced the liquidity base for further new business development. As
order book demand (EUR 230 million) far outstrips par value, there
is an indication that investor confidence is returning; a full recovery
is still awaited, however, pending bigger-ticket bond issues. In view
of the large holding of cash and cash equivalents as of 31.12.2021,
the LCR of 521.7% substantially exceeded the minimum regulatory
requirement.

Rating-sensitive factors

Factors capable of stabilizing the rating result include a final assess-
ment of the supervisory authority confirming the resolution of mate-
rial points of criticism, the continued remediation of the shortcom-
ings identified by the audits, and the conclusive rebuilding of inves-
tor confidence. Upward trends in new business and earnings in line
with the targets and a sustained significant improvement in the eco-
nomic climate can also help to stabilize the rating.

Among the factors that would impose a burden on the rating result
are remedies for the audit findings that are inadequate or too slow,
a material weakening of credit quality, a downturn in profits or new
business, and a lasting impairment of funding opportunities or terms
and conditions.

Unexpected economic or legally relevant negative outcomes arising
from the supervisory authority’s assessment could likewise weigh
upon the rating result. In view of the high degree of process auto-
mation, general consideration is to be given to the company’s ele-
vated dependence on functioning IT systems and the availability of
suitable skilled (IT) employees. The ongoing war between Russia
and Ukraine and its repercussions are fueling great uncertainty as
regards the ongoing economic development and could likewise un-
dermine the rating result.
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Regulatory disclosure requirements

Name and function of analysts:

= Stefan Koll, Lead Rating Analyst, Manager GBB-Rating, Cologne
= Angelika Komenda, Rating Analyst, Manager GBB-Rating, Cologne

Company address:
= GBB-Rating Gesellschaft fur Bonitatsbeurteilung mbH, Kattenbug 1, 50667 Cologne

Members of the rating committee:

= Alexander Gouverneur, Manager GBB-Rating, Cologne
= Stefan Groos, Senior Manager GBB-Rating, Cologne

Date Rating Committee Notification Issue

= First rating 10/01/2014 10/01/2014 10/06/2014
= Current rating 07/01/2022 07/05/2022 07/07/2022
Validity:

= Rating: 12 months

= QOutlook: 24 months

Subsequent rating changes after notification to the rated entity:
= none

Major sources of information for the rating:

= Annual report as at 12/31/2021

= Quarterly statement for the 15t quarter 2022

= Answers provided by the company to a detailed questionnaire
= Management calls on 05/06/2022

= Further disclosures and company specific information

Statement about the quality of information available (including potential restrictions):

= The quality and extent of information (interviews and documents) were suitable to obtain a comprehensive
picture of the company and to assign an objective, transparent and professional credit rating

Applicable rating methodology, rating type and release:

= Solicited Rating
= Methodology for Rating Leasing 2.3.04
= https://gbb-rating.eu/en/ratings/methodik/Pages/default.aspx

Meaning of the rating category:
= https://gbb-rating.eu/en/ratings/ratingskala/Pages/default.aspx

Business relationship:
= Besides the rating mandate there are further business relationships with GRENKE BANK AG

Legal remarks

Since 28 July 2011 GBB-Rating Gesellschaft fiur Bonitatsbeurteilung mbH has been registered with the European Securities and Markets
Authority (ESMA) as a European rating agency and therefore complies with the applicable regulatory requirements of the European
supervisory authorities for a European rating agency.

GBB-Rating Gesellschaft fir Bonitatsbeurteilung mbH does not make any guarantees regarding the accuracy, completeness or timeliness
of the present rating or the data, values and other information presented (including ERI) or the eligibility of this information for specific
purposes nor for losses arising from the use of the information or in confidence in the information. The current rating report is not an
investment recommendation.

Future events are uncertain. Ratings are based on predictions of these and thus inevitably rely upon estimates. Therefore, they solely
represent statements of opinion rather than statements of fact or investment advice.

Credit ratings are performed with proficiency and due professional care. Ratings are based on the data and infor-
mation provided by the applicant. This information is used in reaching an opinion about the future viability as well
as the strengths and weaknesses of the rated company as of the date of rating issuance.

GBB-Rating puts focus on sustainability and is a signatory of the UN Global Compact since 2018. We sup-
port the 10 principles of the UN Global Compact relating to human rights, labor standards, the environment
and anti-corruption.
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