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ALAC--Additional loss-absorbing capacity. CRA--Comparable ratings analysis. GRE--Government-
related entity. ICR--Issuer credit rating. SACP--Stand-alone credit profile.

Credit Highlights

Overview

Key strengths Key risks

Very strong capitalization and conservative payouts. Business and revenue concentration in leasing.

Sound risk-adjusted margins supporting profitability. Strong reliance on confidence-sensitive wholesale funding.
High portfolio granularity and collateralization. Comparatively high loan losses, given the vulnerability of its

small and midsize clients to weak economic conditions.

We expect the cyclical increase in credit losses to gradually moderate over 2026. From
second-half 2024, Grenke's asset quality felt the impact of rising numbers of insolvencies across
all its markets. We expect new loan loss provisions as a share of customer loans to peak in 2025
at about 230 basis points (bps) and fall below the historical average of about 200 bps by 2027, as
we expect economic growth, for instance in Germany, to pick up materially from 2026. The
nonperforming asset ratio will remain elevated at around 10%. We continue to view the granular
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Grenke AG

portfolio and sufficiently strong gross margins as mitigants. Grenke is pricing in the weak
economic environment such that risk-adjusted margins should remain strong.

We expect Grenke to demonstrate an improving risk-adjusted performance. Despite a mixed
economic outlook in its core markets, we expect the bank's product offering to remain attractive
to its SME clients. In our projections, this will lead to double-digit portfolio growth over 2025-
2027. The growing volume and improved new business margins will support improving cost
efficiencies and return on equity. We forecast that Grenke's cost-to-income ratio (CIR) will
improve to about 56.5% and its return on average equity (ROE) will rise toward 10% by year-end
2027, from 60.5% and 6.5%, respectively, at year-end 2024. Improving funding costs will support
the improvement in structural profitability. The contribution margin 2, Grenke's main indicator for
expected profitability in its newly concluded leasing business (which represents the present
value of the operating income of a leasing contract, including risk costs, as well as service and
disposal income) has remained above 17% for four consecutive quarters, above its 16.5% target
and we expect this to gradually translate into better portfolio profitability.

Better profitability and solid earnings retention will also support Grenke’s capital position, its
key rating strength. Expected leasing portfolio growth of slightly above 10% will consume part of
Grenke’s current strong capital buffers, but we do not see a need for any additional capital
measures for Grenke to meet its capitalization targets over the forecast horizon. Our risk-
adjusted capital ratio for Grenke was 19.4% at year-end 2024 and we forecast it will remain at
very strong levels but to fall toward 16% by 2027, based on a 20%-30% payout ratio.

Outlook

The stable outlook signifies that we expect Grenke to maintain high capital buffers for the next
12-24 months, while containing the deterioration in its asset quality and gradually rebuilding its
risk-adjusted profitability. We also anticipate that the bank will fortify its underwriting and risk
systems by strengthening its digital capabilities. This should help Grenke achieve its plans for
higher growth.

Downside scenario

We could lower our rating on Grenke if:

e Risk costs increase for a prolonged period above the historical average level of about 200 bps;
or

e Risk-adjusted new business margins deteriorate, diminishing Grenke's capacity to cover credit
losses with its pre-provision operating income.

Similarly, we could downgrade the bank if:

e [twas unable to adjust its organization to support its plans for high growth; or

e Senior management demonstrated a lack of stability; or

e We have evidence that remediation of past organizational deficiencies has been less
successful than anticipated.

Upside scenario

We currently consider a positive rating action remote. We would only raise the rating within the
next 18-24 months if Grenke demonstrated much better risk-adjusted performance, in line with
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higher-rated banks, considering Grenke's credit profile and its relatively small size, niche
business model, and high reliance on wholesale funding.

Key Metrics

Grenke AG--Key ratios and forecasts

--Fiscal year ended Dec. 31 --

(%) 2023a  2024a 2025f 2026f 2027f
Growth in operating revenue 0.9 10.2 9.3-12.3 7.0-10.0 7.8-10.8
Growth in customer loans 7.9 13.3 10.0-12.0 11.0-13.0 11.0-13.0
Growth in total assets 10.7 15.8 7.0-9.0 9.0-11.0 9.0-11.9
Net interest income/average earning assets (NIM) 5.4 5.1 5.2-56.5 5.2-5.5 5.2-5.5
Cost-to-income ratio 60.6 60.6 57.0-569.0 56.0-58.0 56.0-58.0
Return on average common equity 7.9 6.6 6.8-7.8 7.9-8.9 9.2-10.2
Return on assets 1.3 0.9 0.8-1.0 0.9-11 1.0-1.2
New loan loss provisions/average customer loans 1.5 2.0 2.1-2.4 1.9-2.2 1.8-2.0
Gross nonperforming assets/customer loans 10.0 9.8 9.6-10.6 9.1-10.1 8.6-9.6
Risk-adjusted capital ratio 22.0 19.4 17.3-18.3 16.3-17.3 15.4-16.4

All figures include S&P Global Ratings' adjustments. a--Actual. e--Estimate. f--Forecast. NIM--Net interest margin.

Anchor: 'bbb+' For A Germany-Based Entity With Major European Operations

Our '"bbb+"anchor for Grenke is based on the German industry risk score of '4' and a blended
economic risk score of '3'. We take into account the bank's headquarters in Germany and our
view of the economic risks in all the markets in which Grenke operates, because the bank has a
large share of its leasing portfolio in France, Italy, and other European and international markets.

Our economic risk assessment for Germany views the country’s competitiveness, wealth, and
resilience in the face of economic and financial shocks as positive. However, the economic
outlook remains modest, and there are structural risks associated with Germany’s economic
model, particularly from its heavy dependence on open trade. The German economy remains
vulnerable to geopolitical risks, such as those arising from the imposition of global tariffs.
Nevertheless, we anticipate that German households and corporations will exhibit resilience,
bolstered by a robust labor market and corporate insolvencies that remain close to historical
averages. A significant worsening of these factors could indicate a sharper rise in credit losses. In
our base case, we forecast that domestic credit losses will remain at moderate levels, ranging
from 20 bps to 30 bps annually through 2027.

Our industry risk assessment for Germany highlights the banking sector’s structurally modest
profitability compared with its peers. This is largely attributed to inefficient cost structures,
overcapacity, and intense competition. German banks have experienced substantial support
from the higher interest rates, and we anticipate that contributions from net interest income will
remain relatively stable until 2026. This reflects a balance between the positive effects of
favorable refinancing on longer-maturity assets and the decline in short-term rates. In our view,
the banking sector’s access to a very stable and broad domestic funding market is positive. The
funding profile of German banks largely includes sticky retail deposits, which benefit from a
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comprehensive deposit protection scheme, as well as covered bonds, which represent a very
reliable and cost-efficient funding source.

Business Position: Niche Business Model Leads To Concentration Risk

We expect Grenke's business position to remain a rating weakness relative to many of its peers,
reflecting the inherent concentration risk associated with its operations in the niche area of
small-ticket leasing. We believe that this weakness from sectoral concentration risk is more
pronounced than that of other financial institutions in Grenke's peer group, like Santander
Consumer Finance S.A. or Volkswagen Bank GmbH. This sector concentration is only partially
offset by strong geographical diversification. Grenke has a relatively low reliance on its home
market of Germany, which registered particularly weak economic development over the past
three years.

Grenke's credit portfolio is well diversified by region
Corporate and retail credit exposure by region, Dec. 31, 2024
Rest of the world
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24%

U.K.
5% France
Spain 21%
6%
Italy
Source: S&P Global Ratings. 16%

Copyright © 2025 by Standard & Poor’s Financial Services LLC. All rights reserved.

Grenke relies on local dealers to offer its full-amortizing leasing product, which can finance a
broad range of objects with an average ticket size of €9,677 and average lease-term of 49 months
in 2024. The majority of leasing contracts relates to financed objects across IT equipment,
photocopy equipment, and green economy objects like eBikes, with the rest being diversified
across other categories.

Moving ahead, Grenke aims to fully focus on digitalization to improve efficiency and foster
international growth of its leasing offering. As part of its growth strategy and to expand its
market position in Italy, Grenke entered into a strategic partnership with Intesa Sanpaolo in 2025.
This partnership gives Grenke access to Intesa’s corporate client base and we understand will
also diversify the funding base, from partial funding through Intesa.

We believe the organizational changes that Grenke has initiated since 2020, including changes to
its franchise structure, management board, and supervisory board, have addressed some
investor concerns and strengthened the governance structure. Grenke's founder, long-term CEO,
and former supervisory board member, Wolfgang Grenke, and the broader Grenke family own
about 41% of the bank's share capital via Grenke Beteiligung GmbH & Co. KG. We have no
indication that this will change in the foreseeable future.
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Capital And Earnings: Robust Capitalization Is The Key Rating Strength

We expect capitalization to remain Grenke's main rating strength, indicated by our RAC forecast
of about 15.4%-16.4% by 2027, compared with 19.4% as of year-end 2024. Its regulatory Tier 1ratio
of 16.15% compares with a total capital requirement of 14%. High capitalization levels are a
product of management's conservative financial policy and the bank's solid earnings retention.
Due to the relatively short duration of Grenke's assets, its new business generation has a more
direct impact on total risk exposures and risk-weighted capitalization.

Grenke has a strong risk-adjusted capital ratio
S&P Global Ratings' risk-adjusted capital (RAC) ratio, 2018-2024
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Source: S&P Global Ratings.
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After several years of weak new business generation, the accelerated portfolio growth from 2023
is gradually leading to a normalization of capital levels. We currently project Grenke will retain
sufficiently strong earnings to maintain a RAC ratio sustainably above 15% over 2025-2027,
despite strong exposure growth. If strong new business generation persists for longer, Grenke
has various options (successfully used in the past), like stock dividends, issuance of additional
Tier 1 capital, or a capital increase, to increase equity in order to fund profitable growth. Its
current stack of additional Tier 1instruments, to which we assign intermediate equity content,
accounts for about 17% of our total adjusted capital.

Risk Position: Elevated Credit Losses Mitigated By Sound Margins And
Effective Risk Management

We expect Grenke's risk position to remain a neutral rating factor. We anticipate that the bank's
high margins and prudent risk-pricing strategy, coupled with sound credit risk management, will
continue to compensate for its higher cost of risk.

Grenke largely has small and midsize clients that are sensitive to the economic environment.
Grenke’s statistical models take into account the increased risk levels in its client base, such that
we believe Grenke can properly price associated risks. Grenke's credit losses are above the
normalized losses that our RAC model suggests (see chart 3), but we believe this is sufficiently
offset by the bank's higher pre-provision earnings that cover the elevated credit losses through
the cycle.
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Grenke's geographic diversification reduces risks related to adverse economic developments in
single markets, though the majority of its leasing portfolio is in a few EU countries, namely
Germany, France, and ltaly, that all suffer from relatively weak economic prospects.

Grenke's cost of risk remains higher than S&P Global Ratings' normalized loss
assumptions
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We think Grenke has sufficient flexibility to steer its underwriting criteria and react to changes in
economic prospects. Combined with changing investment behavior of its client base, we observe
relatively large swings in new business activity. Including the ongoing international expansion, we
forecast leasing portfolio growth of above 10% over 2025-2027. While this will require some
growth in operations, the complexity of the business is relatively low and we do not observe a
particular increase in risk appetite. The strong growth would be supported by the flexible and
liquidity-preserving nature of the leasing product as well as more attractive conditions offered by
Grenke amid reducing funding costs.

We view positively that Grenke's leasing portfolio is highly collateralized and very granular, with
average contract volumes of about €9,677 and a typical lease contract term at origination of
about four years. The company mostly offers standard leasing contracts with full amortization
requirements. Consequently, Grenke largely limits residual value risk to defaulting clients. It also
uses a high degree of automation, while maintaining robust margin buffers and rigid underwriting
requirements. Services also include a self-developed internet platform to remarket used lease
assets, which facilitates prompt tracking of appropriate collateral values and adds additional
recurring income.

Funding And Liquidity: Reliance On Confidence-Sensitive Wholesale Funding

We believe that Grenke's funding position will remain a credit weakness due to its reliance on less
stable and more confidence-sensitive funding sources, compared with a typical German bank. It
targets a maturity-matched asset-liability structure and uses a large toolbox of unsecured and
secured funding instruments to opportunistically optimize the funding mix and funding costs. It
frequently issues benchmark euro bonds and commercial paper (accounting to 34% of funding),
has a flexible and established deposit franchise at Grenke Bank (28%) and makes use of asset-
backed funding through its revolving asset-backed commercial paper program and additional
asset-backed loans (14%). External bank funding (9%) and its equity position of 16% complement
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the funding mix. Retail deposits are largely term deposits and can be steered by offering
attractive rates in the broad and deep German deposit market.

Grenke’s access to these funding sources has remained largely robust, though the short seller
attack in 2020 underlined its confidence-sensitive funding access.

Its funding ratios are weaker than peers', reflecting Grenke's strong reliance on short-term
wholesale debt maturing in less than a year, which made up about 25% of its funding base as of
the second quarter of 2025. This reliance reflects the comparably low average asset duration of
the bank's leasing portfolio of approximately two years and results in a relatively weak stable
funding ratio of 85% in 2024.The regulatory net stable funding ratio of 115.8% at year-end 2024 is
on a similar level to peers.

Grenke’s liquidity profile is adequate for its business profile, based on its liquid assets, largely
cash, which accounts for 12% of total assets and its ongoing cash inflows from its maturing short-
term leasing business. If liquidity were to be stressed substantially, we expect the bank to reduce
or stop new lending by rejecting leasing applications, despite potential franchise risks, and use
cash inflows from its maturing leasing business to offset its liquidity needs. This structural solid
liquidity profile offsets somewhat weaker quantitative metrics, like our broad liquid assets to
short-term wholesale funding ratio, which do not account for the short-term cash profile of
leasing receivables.

Grenke has access to funding from the European Central Bank via its banking entity but lacks the
eligible collateral to facilitate it if needed. However, its committed bank lines and smaller
revolving credit facilities provide some flexibility.

Grenke's BLAST is at the lower end compared with peers
Broad liquid assets / short-term wholesale funding (BLAST)
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Environmental, Social, And Governance

Governance factors are a moderately negative consideration in our credit rating analysis of
Grenke. At the same time, we think the bank has made significant progress in improving
transparency, risk governance, and oversight (including money-laundering prevention) since
2020, and is on its way to fully remediating remaining, less acute organizational deficiencies.
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Group Structure, Rated Subsidiaries, And Hybrids

We equalize our ratings on the senior unsecured notes issued by Grenke Finance PLC and GC
Leasing Melbourne Pty Ltd. and guaranteed by Grenke with our 'BBB' long-term issuer credit
rating on Grenke.

Grenke AG: Notching

AA+ AA AA- A+ A A- BBB+ BBB BBB- BB+ BB BB- B+ B B-

Issuer level | Issuer credit rating

Group stand-alone credit profile

Senior unsecured

trigger)

Issue level

i@@@

1a(-1) § 1b(2) @

Key to notching
—-=—— Issuer credit rating
—== Group stand-alone credit profile
1a  Contractual subordination

1b  Discretionary or mandatory nonpayment clause and whether the regulator classifies it as regulatory capital
1c  Mandatory contingent capital clause or equivalent

Note: The number-letter labels in the table above are in reference to the notching steps we apply to hybrid capital instruments, as detailed in table 2
of our “Hybrid Capital: Methodology And Assumptions” criteria, published on Feb. 10, 2025.
AT1--Additional Tier 1.

Copyright © 2025 by Standard & Poor’s Financial Services LLC. All rights reserved.

Key Statistics

Grenke AG Key Figures

Mil. EUR 2025* 2024 2023 2022 2021
Adjusted assets 8,789 8,182 7,056 6,365 6,606
Customer loans (gross) 7,565 7,120 6,284 5,826 5,796
Adjusted common equity 1,052 1,056 1,072 1,035 979
Operating revenues 315 583 529 525 537
Noninterest expenses 186 353 321 280 258
Core earnings 26 80 94 98 107

*2025 data is for the 6 months to end-June. EUR--euro.

Grenke AG Business Position

(%) 2025* 2024 2023 2022 2021
Total revenues from business line (mil. €) 315 583 529 525 537
Return on average common equity 4.7 6.6 7.9 8.0 9.4

*2025 data is for the 6 months to end-June.
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Grenke AG Capital And Earnings

(%) 2025* 2024 2023 2022 2021
Tier 1 capital ratio 16.2 17.4 19.4 20.9 19.8
S&P Global Ratings’ RAC ratio before diversification N/A 19.4 22.0 21.0 215
S&P Global Ratings’ RAC ratio after diversification N/A 15.1 17.2 18.4 18.4
Adjusted common equity/total adjusted capital 82.9 84.1 84.3 83.8 83.0
Net interest income/operating revenues 63.4 61.7 64.3 65.8 66.4
Fee income/operating revenues 33.9 35.9 34.6 31.6 29.2
Market-sensitive income/operating revenues (0.5 (0.5) (0.8) 2.3 0.3
Cost to income ratio 59.2 60.6 60.6 53.3 48.2
Preprovision operating income/average assets 3.0 3.0 3.1 3.8 4.0
Core earnings/average managed assets 0.6 1.0 1.4 1.5 1.5

*2025 data is for the 6 months to end-June. N.M.--Not meaningful.

Grenke AG Risk Position

(%) 2025* 2024 2023 2022 2021
Growth in customer loans 125 138.3 7.9 05 (7.7)
Total diversification adjustment/S&P Global Ratings’ RWA before diversification N/A 287 283 143 16.9
Total managed assets/adjusted common equity (x) 8.5 7.8 6.6 6.2 6.8
New loan loss provisions/average customer loans 2.6 2.0 1.5 21 2.4
Gross nonperforming assets/customer loans + other real estate owned 10.7 9.8 100 100 M2
Loan loss reserves/gross nonperforming assets 719 7561 770 842 834

*2025 data is for the 6 months to end-June. N.M.--Not meaningful.

Grenke AG Funding And Liquidity

(%) 2025* 2024 2023 2022 2021
Core deposits/funding base 33.5 34.0 29.64 23.8 27.6
Customer loans (net)/customer deposits 295.6 296.0 358.8 463.9 3721
Long-term funding ratio 77.6 78.1 80.9 76.2 81.8
Stable funding ratio 83.5 85.2 86.7 79.6 90.7
Short-term wholesale funding/funding base 26.5 26.2 23.7 301 22.5
Regulatory net stable funding ratio 13.3 15.8 141 105.4 13.5
Broad liquid assets/short-term wholesale funding (x) 0.6 0.6 0.6 0.3 0.8
Broad liquid assets/total assets 1.5 12.0 10.2 7.4 13.3
Broad liquid assets/customer deposits 43.6 44.2 44.6 41.3 62.6
Net broad liquid assets/short-term customer deposits (52.2) (48.2) (90.2) (118.2) (30.5)
Regulatory liquidity coverage ratio (LCR) (x) 4731 454.0 482.6 378.3 802.3
Short-term wholesale funding/total wholesale funding 38.1 38.0 32.0 375 29.5
Narrow liquid assets/3-month wholesale funding (x) 1.4 14 1.6 1.3 1.5

*2025 data is for the 6 months to end-June.
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Rating Component Scores

Rating Component Scores

Issuer Credit Rating BBB/Stable/A-2
SACP bbb
Anchor bbb+
Business position Constrained (-2)
Capital and earnings Very Strong (2)
Risk position Adequate (0)
Funding and liquidity L\Ac;derate and Adequate
-1
Comparable ratings analysis
Support
ALAC support
GRE support

Group support

Sovereign support

o|jl ol o|lo|]Oo|O| O

Additional factors

SACP--Stand-alone credit profile. ALAC--Additional loss-absorbing capacity. GRE--Government-
related entity.

Related Criteria

e Criteria | Financial Institutions | General: Risk-Adjusted Capital Framework Methodology, April
30, 2024

e General Criteria: Hybrid Capital: Methodology And Assumptions, March 2, 2022

e (Criteria | Financial Institutions | General: Financial Institutions Rating Methodology, Dec. 9,
2021

e Criteria | Financial Institutions | Banks: Banking Industry Country Risk Assessment
Methodology And Assumptions, Dec. 9, 2021

e General Criteria: Environmental, Social, And Governance Principles In Credit Ratings, Oct. 10,
2021

e (General Criteria: Group Rating Methodology, July 1, 2019

e General Criteria: Methodology For Linking Long-Term And Short-Term Ratings, April 7, 2017

e General Criteria: Principles Of Credit Ratings, Feb. 16, 201

Related Research

e Grenke AG's Modest Profit Outlook For 2025 Underlines The Cyclical Increase In Credit Losses,
March 14, 2025

e Grenke AG 'BBB/A-2' Ratings Affirmed, Despite Uptick In Risk Costs; Outlook Remains Stable,
Nov. 5, 2024

o Grenke AG, Aug. 1, 2024
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Ratings Detail (as of September 25, 2025)*

Grenke AG

Issuer Credit Rating

BBB/Stable/A-2

Junior Subordinated

BB-

Issuer Credit Ratings History

23-Mar-2023 BBB/Stable/A-2
10-Dec-2020 BBB+/Negative/A-2
17-Sep-2020 BBB+/Watch Neg/A-2

Sovereign Rating

Germany

AAA/Stable/A-1+

*Unless otherwise noted, all ratings in this report are global scale ratings. S&P Global Ratings’ credit ratings on the global
scale are comparable across countries. S&P Global Ratings’ credit ratings on a national scale are relative to obligors or
obligations within that specific country. Issue and debt ratings could include debt guaranteed by another entity, and rated

debt that an entity guarantees.
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