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GRENKELEASING AG

Major Rating Factors

Strengths:

• Solid profitability with sound margins and high efficiency

• Relatively robust asset quality from strong risk management, and high retail

granularity and collateralization

• Committed sound capitalization

Counterparty Credit Rating

BBB+/Stable/A-2

Weaknesses:

• Grenke's wholesale funding

• Business and revenue concentration on cyclical leasing niche

• Difficult pan-European economic cycles, and funding markets

Rationale

The counterparty credit ratings on Germany-based GRENKELEASING AG (Grenke) are based on the company's

sound niche-market position in the very cyclical, small-ticket information-technology leasing segment, with high

retail granularity, collateralization, and strong risk-management systems to safeguard its solid profitability and

sound capitalization. We expect that Grenke's dependency on wholesale funding is prudently managed and its asset

quality will be fairly resilient to the deteriorating pan-European economic cycles. The ratings are based on the

company's stand-alone creditworthiness and do not factor in external support. Grenke is not a systemically

important financial institution in Germany, which reflects the largely unregulated and unsupervised nature of the

German leasing business, the company's size, the nature of its activities, and its lack of a retail-customer deposit

base.

Grenke's access to wholesale funds has remained relatively robust since midyear 2007, reflecting several measures

the company has enforced in recent years, which mitigate our concerns. The company maintains sound

capitalization that allows a committed minimum (15%) refinancing of assets. Grenke has soundly diversified its

committed unsecured and secured funding lines, which are complemented by well-managed, proactive, groupwide

day-to-day liquidity monitoring. Throughout 2008, funding has been founded on Grenke's three renewed

committed, one-year rollover €600 million on-balance-sheet asset-backed commercial paper (ABCP) programs,

based on pledged leasing assets on a nonrecourse basis. Moreover, it has renewed all of its €150 million committed

one-year revolving lines, provided equally by five banks. Diversified midterm debt issuances, various promissory

notes, and smaller revolving credit facilities with some German banks complement its liquidity management.

However, the ABCP program leaves Grenke's unsecured creditors structurally subordinated, therefore, we have

continued to rate the company's senior unsecured debt one notch lower than the counterparty credit ratings.

Despite the difficult market environment, we expect Grenke's full-year 2008 results to show a moderate increase

from its solid 2007 pretax profits, following €35.3 million in pretax profits on Sept. 30, 2008. Improvements reflect

more efficient and reinforced new-business generation at healthy margins, which have so far compensated for higher

funding costs; a manageable rise in cyclical credit costs from record lows; and greater exploitation of fee-based

services. Consequently, Grenke has steadily increased the embedded net present value of its lease contracts, which
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rose year on year by 13% to €314 million after tax by the end of September 2008.

Outlook

The stable outlook reflects our expectation that Grenke's well-managed business model of its leasing niche position

will continue to be relatively robust--despite strong new business growth--against the global liquidity squeeze,

economic slowdowns, and deteriorating global credit environments. We expect Grenke to continue to safeguard its

sound financial profile and funding access with strong risk-management systems, which mitigate higher

concentrations in cyclical risks and less experience in new European markets. We consider that Grenke's operating

earnings might be put under pressure, particularly because of rising credit and funding costs, but we expect earnings

to remain solid overall, thanks to high margins and high efficiency.

Failure to demonstrate the continued relative resilience of its funding sources, asset quality, and earnings, or lower

capitalization or an aggressive growth strategy would have negative rating implications. Such developments would

cause particular concern because potential external support for Grenke appears highly unlikely from today's

perspective. Positive rating actions are unlikely, considering Grenke's concentrated business model and the difficult

market environment.

Profile: Efficiently Managed Niche Player In European Leasing Markets

Based on 30 years' experience, Grenke is the domestic market leader in the fragmented niche market of independent

small-ticket IT leasing (€1.4 billion at Sept. 30, 2008). Its strong organic growth track record is serviced by 485 staff

in its headquarters in South Germany, and presence in 50 locations in 20 European countries. The company has

increasingly employed a franchise concept since 2003 to enter new markets in European IT leasing, as well as

domestic factoring and car leasing. Services also include a self-developed Internet platform for the efficient

remarketing of used leasing refusals, which also facilitates Grenke's prompt tracking of appropriate collateral values.

New business generation is back on a strong growth path since mid-2008, after being hampered temporarily by

uncertainties surrounding potential unfavorable leasing treatment in the run-up to the mid-2007 German business

tax reform. Growth is dominated by pan-European leasing business of both Grenke and its franchisees, which have

more of a start-up nature with the exception of France and Switzerland, and domestic factoring. Given that bank

competition somewhat relaxed in its niche, and that the tax reform issue has settled, we expect for full-year 2008

about 18% overall new business at healthy margins, after 11% in 2007. This also reflects that the new German tax

regime moderately benefits tax expenses of Grenke and its customers, and its changed tax treatment for leasing

business is generally neutral for Grenke's key customer group of small and midsize enterprises (SME).
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Chart 1:

Table 1

Grenke AG--Total New Business

Grenke Group (Mil. €)
To Sept.

2008 Share (%)
Change nine month, to

nine month (%) Contribution margin**
Change nine month, to

nine month (%)

New Business 433.8 100.0 15.9 60.6 25.4

of which: Germany 229,5 52.9 1.5 28.1 4.2

of which: Other European
countries

204.3 47.1 37.8 32.5 52.2

of which: Leasing business 394.0 90.8 15.7 59.6 25.0

of which: German Factoring
business

39.8 9.2 17.8 N/A N/A

of which: Franchisee
business*

62.8 14.5 (9.0) 4.4 3.7

*Decline in franchise business reflects that the U.K. and Poland franchise partners were taken over by Grenke by January 2008. **Contribution margin 2 as calculated by

Grenke, which includes all present value cash flows from expected revenues and expenses (excluding sales costs) over the entire term of a lease agreement.
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Chart 2

Support And Ownership: Pure Stand-Alone Ratings

Grenke has been a listed joint-stock company since 2000, and 40% of its share capital is held by its 1978 founder

and current CEO, Wolfgang Grenke, and his family. Thus, the ratings on Grenke are on a pure stand-alone basis

and do not include ownership support. The remainder is in free float.

Standard & Poor's considers as negative elements for Grenke the largely unregulated or unsupervised nature of the

German leasing business, and for most of its foreign subsidiaries; and its dependency on its founder. Grenke

mitigates concerns by reducing its reliance on management through two sets of boards of directors, one operational

board for the day-to-day running of the business, and the other is solely for control and strategic guidance.

Moreover, it fully adheres to best practices of corporate governance under the stock exchange guidelines, strong

control and benchmark culture, and transparent quarterly IFRS reporting and investor presentations.

Strategy: Prudent Pan-European And Product Diversification In Its Niche

We believe that Grenke's ongoing strong leasing growth strategy is currently somewhat aggressive considering the

uncertainties on the length, and degree of the difficult cycle, economies slowdown, and dislocated constrained

wholesale funding markets. However, our concerns are mitigated by demonstrated prudent management throughout

difficult domestic business cycles in the past, strong risk management systems, and sound capital and margin buffers

from high earnings retention, cost containment, and economies of scale.

Regionally, Grenke aims continue to balance domestic and European business and to establish a consistent track

record throughout Europe. For this, Grenke selectively employs its prudent franchise strategy particularly in new
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foreign markets to attract entrepreneurial local management, and initially spread start-up costs, and capital

investments. From an economic perspective, and from the outset, however, we believe that business risks and capital

underlying lie with Grenke, because it takes the reputation risk, and is refinancing the franchisees' business.

Consequently we draw comfort that daily monitoring and risk management of franchisees' business flow, and

underwriting standards is closely integrated into domestic management. Moreover, to protect its brand and

franchise, Grenke reserves its option to assume majority ownership after a period of four to six years under fixed

conditions, and which it exercised for two franchises early 2008 in the U.K. and Poland.

In terms of product, we expect Grenke not to materially change its successful niche business model, relying on

steadily improved quick, and easy-to-use servicing of tailor-made but standardized product solutions and

cost-efficient workflow processing for its clientele; and prudent credit and operational risk management. Within its

core areas of niche leasing experience it does regularly consider similar marketable leasing assets, such as (more

recently) factoring and car leasing, but minimizes entrance risk by expanding only gradually and in domestic

markets prior to a broader international rollout.

Risk Profile And Management: Strong Risk Management Systems Mitigate Niche
Concentration Risks

Economic slowdown, rising insolvencies, and the global liquidity squeeze increase the cyclical risk on Grenke's

concentrated business, earnings, and wholesale funding profile.

Although Grenke's pure wholesale funding will remain a constrain, we expect ongoing prudent and proactive

management based on increased diversification of funding resources, committed strong capitalization standards, and

demonstrated relative robustness with regard to cost and access of funding throughout the disruption in the financial

markets since 2007.

Moreover, we expect Grenke's asset quality to remain fairly resilient, because of its highly diversified and highly

collateralized lending portfolio, and strong risk-management with almost real-time processing in combination with

high financings turnover rates that can be adapted relatively fast against market changes Grenke is not involved in

any direct or indirect exposure to the U.S. subprime market, or other currently distressed structured investments.

Enterprise risk management: Strong

Grenke's enterprise risk management (ERM) is expected to demonstrate its strengths through the difficult business

cycle. Grenke's expected resilience reflects continuous improvements in its strict risk-management techniques and

standardized processes, as well as its strong experience in collateral management. Grenke has strong, centralized,

and almost real-time risk-management systems and derived risk-adjusted customer pricing (based on its scoring)

systems in place, which capture all of its operations (including its franchises) and safeguard its qualitative growth in

domestic and foreign markets. Grenke's risk-management system and self-developed credit scoring system (which

has been in place since 1994) have solid track records domestically, and in matured operations in France and

Switzerland (where it has been active since 1999). Daily back-testing for other foreign markets in light of strong

growth, short track record, and unsynchronized market cycles appears similarly sound, but need to be demonstrated

through the cycle.
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Credit risk: Niche concentration mitigated by high granularity, collateralization, and prudent risk

management

Grenke's sound asset quality is expected to demonstrate relative resilience against difficult markets, despite its niche

concentration in cyclical leasing and the ongoing strong growth in new European markets. We base our expectations

on various elements: Grenke's permanent monitoring of, and very high granularity in lessees, leasing objects,

contract sizes, and vendors, and short to midterm financing structures (three years on average in leasing, 32 day's in

factoring). This also facilitates to enforce, and adapt relatively fast, robust margin buffers and rigid underwriting

requirements at Grenke. Moreover, all business is highly collateralized (mandatorily insured by the lessees) and has

full amortization contracts that almost limit residual risk to defaulting lessees only. At the same time, recovery rates

benefit strongly from the underlying collateral (typically highly marketable standard equipment), for which Grenke

has demonstrated prudent collateral valuation assessments, strong re-marketing skills, and high amortization

schedules throughout difficult domestic cycles in the past.

As we expected, the very favorable cyclical macroeconomic tailwind in its German and most foreign operations in

recent years is rapidly and increasingly replaced by a slowdown, deteriorating corporate credit quality, and rising

insolvency rates of small enterprises, the self employed, and private customers (Grenke's key customer group).

Consequently, we expect to see a higher rise--albeit manageable--in Grenke's credit cost levels after a slight increase

to 1.5% until Sept. 30, 2008, which compares with the 1.9% back in 2003. Grenke's ratio of net nonperforming

assets (NPAs) (somewhat overstated as future margins are included) to customer loans yet continued to decline to

6.7% by Sept 30, 2008, from the 8.4% peak in 2003. Nominal average credit cost and NPA ratios in foreign

markets appear lower, but are only fairly comparable, because of stronger new business dilution and a generally

more favorable economic climate in the past. However, approximately 60% of its foreign business is in France and

Switzerland--areas where Grenke has demonstrate similar robust track records as well.

Operational risk: Adequately addressed

Grenke continuously improves and adequately addresses operational risk via certified business processes and reviews

through external auditors. This is crucial given the volume of lease transactions, and the dependency on the validity

of proprietary IT solutions and risk calculations.

Funding and liquidity risk: Wholesale funding remains a structural weakness

We expect that Grenke continues to prudently manage its structural wholesale funding constraint of its business

model. Grenke's access to wholesale funds has remained relatively robust since mid year 2007, reflecting several

measures the company has enforced in recent years, which mitigate our concerns. Particularly, its committed

minimum 15% refinancing of assets with capital, and soundly diversified committed unsecured and secured funding

lines in terms of individual size, bank partner/funding provider, and contractual maturities. This is complemented by

a well managed proactive, and group-wide day-to-day liquidity using a cash pool for all operations. Moreover, if

Grenke were ever to need to solely protect its liquidity position, the nature of its leasing model provides flexibility

for adjusting its strong new business generation on a daily basis. There are no un-drawn commitments outstanding

for lease financings, and roughly two-thirds of new business is refinanced by strong cash inflow from existing

business. In addition, Grenke's strict guidelines ensure that funding is typically done on a matched basis--both for

maturities and interest rate risk.

Throughout a very difficult 2008, funding has been founded on:

• €150 million of committed one year revolving lines provided evenly by five banks, all of which had been renewed
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throughout 2008, three of which throughout Q3 2008.

• €600 million one-year roll-over ABCP programs (only 50% utilized by Oct. 2008) based on pledged leasing assets

on a non-recourse basis with three sponsoring banks, all of which had been renewed throughout 2008 (60% of

which to be renegotiated by Sept. 2009). On this on-balance conduit funding a swift dry out -within its

committed structure-can generally only be triggered in the event that Grenke's long-term demonstrated high

servicing abilities and asset quality standards in underlying leases were to fail substantially.

• Its diversified €500 million unsecured medium-term debt issuance program (DIP), of which 50% is currently

utilized, and in turn 50% will not expire before late 2010. However, this is the only instrument under which new

issuances under the program dried out in recent months.

• Various promissory note loans (Schuldscheindarlehen) of €206 million, 50% of which generated early 2008 and

none expiring before late 2010.

• Additional smaller revolving credit facilities with some German banks complement its liquidity management.

Although funding costs increased substantially, Grenke claims that this had been fully passed this onto its less price

sensitive customer base. The ABCP program can be used for business growth in Germany, Austria, and France, and

Grenke typically retains a manageable 7% first-loss piece of outstanding conduits on average and on-balance. The

committed bank lines, promissory note loans, and DIP program fund Grenke's other foreign expansion (including

franchisees) that are not eligible for ABCP refinancing.

Market risk: Negligible

Market risk management is sound, closely monitored, and represents no major source of risk, as market and interest

rate risk are predominantly hedged. Foreign exchange risk is quite limited and on a natural hedge policy, for

example, through local currency (Swiss franc) refunding.

Accounting: Prepared Under IFRS

Grenke reports its financial statements in accordance with IFRS, under which it continues to use the IFRS option to

capitalize direct, attributable, upfront leasing expenses for new lease contracts to balance the related-income

streams. This moderately overstates its operating revenues (about €5 million by Sept. 30, 2008) compared with a full

expense recognition at the first year of peers not using the IFRS option. Even when adjusted, however, Grenke's

profitability and capital compares favorably.

Profitability: Manageable Pressure on Solid Profitability

For the full year 2008 we expect about a 5% uplift on Grenke's solid 2007 pretax profits results. However, we

expect that operating earnings are under intensified pressure in 2009 from rising credit and funding costs, but to

remain solid overall, thanks to high margins and high efficiency.

The key parameters of success will remain Grenke's ongoing strong, new business growth at healthy margins

mitigating higher funding costs, fairly resilient asset quality metrics, leveraging of its fee services, and scale effects.

Partially diluted by strong growth and interest rate sensitivity, Grenke's net interest margins remained fairly stable at

healthy 5.7% as of Sept. 30, 2008. It also reflects that Grenke was able to pass funding cost increases onto its

customer base, because its business continues to benefit from the lower price sensitivity of small-ticket lessees and

ongoing growth opportunities, particularly abroad where it charges higher margins. Moreover, it benefits from
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improved proactive management to adopt customer margins in terms of increases funding cost and credit cost,

which is facilitated because bank competition decreased in difficult markets. Reliable fee generation, mostly from

mediating mandatory insurance on leasing objects (about 75% brokerage rate of new business), continues to

increasingly diversify profitability, and extra fees are skimmed from insurers by Grenke's administration of

contracts. Grenke's cost-to-income ratio temporarily deteriorated to a still-favorable 41%, reflecting cost increases

above revenues for initially expensive strong growth abroad--a trend that is expected to reverse due to growing

economies of scale, high automatization, committed cost containment, and staff remuneration incentives.

Capital: Still Sound Capitalization

Grenke's capitalization is expected to remain sound for its current rating level, reflecting its capacity to maintain its

publicly stated target of a capital-to-leasing-assets ratio above 15% based on good profitability and high earnings

retention into capital. It has no off-balance-sheet funding structures that could potentially jeopardize capital or

balance-sheet capacity under stress. We believe that Grenke's much lower capital leverage than most of its peers is

consistent with its higher business and earnings concentration. Grenke's adjusted total equity-to-assets ratio

remained at higher 16.2% levels at Sept. 30, 2008, from 14.9% in 2005.

Table 2

Balance Sheet Statistics

--Year ended Dec. 31-- Breakdown as a % of assets (adj.)

(Mil. €) 2008* 2007 2006 2005 2004 2003 2008* 2007 2006 2005 2004 2003

Assets

Cash and money market
instruments

54.62 53.4 46.42 55.68 62.17 47.55 3.98 4.24 3.94 5.19 6.72 6.30

Securities 2.77 1.03 0.34 0.29 0.41 0.24 0.20 0.08 0.03 0.03 0.04 0.03

Nontrading securities 2.77 1.03 0.34 0.29 0.41 0.24 0.20 0.08 0.03 0.03 0.04 0.03

Customer loans (gross) 1190.07 1071.75 1011.45 934.7 815.2 690.09 86.82 85.18 85.93 87.18 88.15 91.37

All other loans 1190.07 1071.75 1011.45 934.7 815.2 690.09 86.82 85.18 85.93 87.18 88.15 91.37

Loan loss reserves 72.68 69.57 65.79 72.4 69.59 60.41 5.30 5.53 5.59 6.75 7.53 8.00

Customer loans (net) 1117.39 1002.18 945.66 862.3 745.61 629.67 81.51 79.65 80.34 80.42 80.63 83.37

Earning assets 1247.46 1126.18 1058.22 990.67 877.78 737.87 91.00 89.51 89.90 92.40 94.92 97.70

Intangibles (nonservicing) 12.24 3.18 2.89 2.57 2.02 2.39 0.89 0.25 0.25 0.24 0.22 0.32

Fixed assets 34.91 32.83 28.09 23.66 19.32 19.34 2.55 2.61 2.39 2.21 2.09 2.56

Derivatives credit amount N/A 1.69 1.46 0.08 0.94 2.05 N/A 0.13 0.12 0.01 0.10 0.27

All other assets 161.11 167.1 155.1 130.19 96.3 56.42 11.75 13.28 13.18 12.14 10.41 7.47

Total reported assets 1383.04 1261.41 1179.97 1074.77 926.77 757.65 100.89 100.25 100.25 100.24 100.22 100.32

Less nonservicing
intangibles+ I/O strips

(12.24) (3.18) (2.89) (2.57) (2.02) (2.39) 0.89 0.25 0.25 0.24 0.22 0.32

Adjusted assets 1370.8 1258.23 1177.09 1072.2 924.75 755.26 100.00 100.00 100.00 100.00 100.00 100.00

--Year ended Dec. 31-- Breakdown as a % of liabilities + equity

2008* 2007 2006 2005 2004 2003 2008* 2007 2006 2005 2004 2003

Liabilities

Total deposits 15.63 13.91 11.12 5.32 5.97 9.13 1.13 1.10 0.94 0.50 0.64 1.20

Noncore deposits 15.63 13.91 11.12 5.32 5.97 9.13 1.13 1.10 0.94 0.50 0.64 1.20
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Table 2

Balance Sheet Statistics(cont.)

Other borrowings 993.81 898.77 844.15 771.6 651.22 512.8 71.86 71.25 71.54 71.79 70.27 67.68

Other liabilities 129.89 122.55 123.03 128.51 124.61 105.1 9.39 9.72 10.43 11.96 13.45 13.87

Total liabilities 1139.33 1035.24 978.29 905.44 781.8 627.03 82.38 82.07 82.91 84.24 84.36 82.76

Total shareholders' equity 243.71 226.17 201.68 169.33 144.97 130.62 17.62 17.93 17.09 15.76 15.64 17.24

Common shareholders' equity
(reported)

243.71 226.17 201.68 169.33 144.97 130.62 17.62 17.93 17.09 15.76 15.64 17.24

Share capital and surplus 17.49 17.49 17.49 17.44 17.39 17.29 1.26 1.39 1.48 1.62 1.88 2.28

Revaluation reserve 1.45 0.59 0.8 (0.47) (1.77) (0.85) 0.11 0.05 0.07 0.04 0.19 0.11

Reserves (incl. inflation
revaluations)

199.82 175.96 152.89 123.33 105.72 94.54 14.45 13.95 12.96 11.47 11.41 12.48

Retained profits 24.95 32.13 30.51 29.03 23.63 19.65 1.80 2.55 2.59 2.70 2.55 2.59

Memo: Dividends (not yet
distributed)

(6.15) (8.21) (7.52) (6.82) (5.44) (4.46)

Total liabilities and equity 1383.04 1261.41 1179.97 1074.77 926.77 757.65 100.00 100.00 100.00 100.00 100.00 100.00

Equity Reconciliation Table

Common shareholders' equity
(reported)

243.71 226.17 201.68 169.33 144.97 130.62

- Dividends (not yet
distributed)

(6.15) (8.21) (7.52) (6.82) (5.44) (4.46)

- Revaluation reserves (1.45) (0.59) (0.80) 0.47 1.77 0.85

- Nonservicing Intangibles (12.24) (3.18) (2.89) (2.57) (2.02) (2.39)

Adjusted common equity 223.87 214.18 190.48 160.41 139.28 124.62

Adjusted total equity 223.87 214.18 190.48 160.41 139.28 124.62

*Data as of Sept. 30, 2008.2006:LLR's is a previous year figure to be adjusted on receipt of information. N/A--Not applicable.

Table 3

Profit And Loss Statement Statistics

--Year ended Dec. 31-- Adj. avg. assets (%)

(Mil. €) 2008* 2007 2006 2005 2004 2003 2008* 2007 2006 2005 2004 2003

Profitability

Interest income 82.26 96.93 90.35 82.9 74.78 68.21 8.32 7.96 8.03 8.30 8.90 9.81

Interest expense 31.4 34.93 28.94 22.91 18.66 19.52 3.18 2.87 2.57 2.29 2.22 2.81

Net interest income 50.86 62 61.4 59.99 56.12 48.69 5.15 5.09 5.46 6.01 6.68 7.00

Operating noninterest income 35.72 40.2 38.21 33.84 27.11 22.73 3.61 3.30 3.40 3.39 3.23 3.27

Fees and commissions 33.03 37.15 34.1 29.54 25 21.16 3.34 3.05 3.03 2.96 2.98 3.04

Gains/ (losses) on liquidity portfolio
securities

0 0 0 0 0 (0.12) 0.00 0.00 0.00 0.00 0.00 0.02

Other market-sensitive income 0 (0.02) 0.04 0 0 0 0.00 0.00 0.00 0.00 0.00 0.00

Other noninterest income 2.69 3.06 4.06 4.3 2.11 1.69 0.27 0.25 0.36 0.43 0.25 0.24

Operating revenues 86.58 102.19 99.61 93.83 83.23 71.42 8.76 8.39 8.86 9.40 9.91 10.27

Noninterest expenses 35.88 39.38 36.09 31.13 29.76 26.79 3.63 3.23 3.21 3.12 3.54 3.85

Personnel expenses 20.25 21.84 20.47 17.49 15.35 13.18 2.05 1.79 1.82 1.75 1.83 1.90

Other general and administrative
expense

13.58 15.31 13.8 12.04 12.61 11.76 1.37 1.26 1.23 1.21 1.50 1.69

Depreciation 2.05 2.23 1.82 1.61 1.8 1.85 0.21 0.18 0.16 0.16 0.21 0.27
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Table 3

Profit And Loss Statement Statistics(cont.)

Net operating income before loss
provisions

50.7 62.82 63.52 62.7 53.47 44.63 5.13 5.16 5.65 6.28 6.37 6.42

Credit loss provisions (net new) 14.64 17.14 15.14 16.12 14.29 13.08 1.48 1.41 1.35 1.61 1.70 1.88

Net operating income after loss
provisions

36.06 45.68 48.38 46.58 39.18 31.55 3.65 3.75 4.30 4.67 4.66 4.54

Nonrecurring/special expense 0 0 0 0.39 2.25 0 0.00 0.00 0.00 0.04 0.27 0.00

Pretax profit 36.06 45.68 48.38 46.19 36.93 31.55 3.65 3.75 4.30 4.63 4.40 4.54

Tax expense/credit 11.11 13.55 17.87 17.16 13.3 11.9 1.12 1.11 1.59 1.72 1.58 1.71

Net income before minority interest 24.95 32.12 30.51 29.03 23.63 19.65 2.52 2.64 2.71 2.91 2.81 2.83

Net income before extraordinaries 24.95 32.13 30.51 29.03 23.63 19.65 2.52 2.64 2.71 2.91 2.81 2.83

Net income after extraordinaries 24.95 32.13 30.51 29.03 23.63 19.65 2.52 2.64 2.71 2.91 2.81 2.83

Core Earnings Reconciliation

Net Income (before Minority
Interest)

24.95 32.12 30.51 29.03 23.63 19.65

+ Nonrecurring/Special Expense 0 0 0 0.39 2.25 0

Asset quality

Nonperforming assets 147.45 139.44 134.25 136.1 130.1 113.34

Nonaccrual loans 147.45 139.44 134.25 136.1 130.1 113.34

Net charge-offs N/A 5.7 13.4 8.5 3 0.5

Average balance sheet

Average customer loans 1059.78 973.92 903.98 803.95 687.64 585.81

Average earning assets 1186.82 1092.2 1024.44 934.23 807.83 680.88

Average assets 1322.22 1220.69 1127.37 1000.77 842.21 697.87

Average total deposits 14.77 12.51 8.22 5.65 7.55 10.85

Average interest-bearing liabilities 961.06 883.98 816.09 717.06 589.56 473.5

Average common equity 234.94 213.92 185.51 157.15 137.79 121.13

Average adjusted assets 1314.51 1217.66 1124.64 998.48 840.01 695.12

Other data

Number of branches 44 44 43 35 21 20

*Data as of Sept. 30, 2008.2006:LLR's is a previous year figure to be adjusted on receipt of information.

Table 4

Ratio Analysis

--Year ended Dec. 31--

2008* 2007 2006 2005 2004 2003

ANNUAL GROWTH (%)

Customer loans (gross) 14.68 5.96 8.21 14.66 18.13 17.13

Loss reserves 5.94 5.75 (9.13) 4.04 15.19 27.99

Adjusted assets 11.9 6.89 9.78 15.94 22.44 18.94

Total equity 10.32 12.14 19.1 16.8 10.99 16.99

Operating revenues 12.68 2.59 6.16 12.74 16.53 13.98

Noninterest expense 21.19 9.12 15.91 4.62 11.09 (1.63)

Net operating income before provisions 7.35 (1.11) 1.31 17.26 19.8 25.99
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Table 4

Ratio Analysis(cont.)

Loan loss provisions 13.6 13.21 (6.08) 12.81 9.25 32.25

Net operating income after provisions 5 (5.60) 3.87 18.89 24.18 23.56

Pretax profit 5 (5.60) 4.75 25.07 17.04 26.04

Net income 3.3 5.28 5.11 22.86 20.24 28.84

2008* 2007 2006 2005 2004 2003

PROFITABILITY (%)

Interest Margin Analysis

Net interest income (taxable equiv.)/avg. earning assets 5.7 5.68 5.99 6.42 6.95 7.15

Net interest spread 4.87 4.92 5.27 5.68 6.09 5.89

Interest income (taxable equiv.)/avg. earning assets 9.22 8.87 8.82 8.87 9.26 10.02

Interest income on loans/avg. total loans 0.07 0.09 0.12 0.1 0.1 0.1

Interest expense/avg. interest-bearing liabilities 4.35 3.95 3.55 3.19 3.17 4.12

Interest expense on deposits/avg. deposits 5.13 9.84 16.31 25.23 10.47 6.7

Revenue Analysis

Net interest income/revenues 58.74 60.67 61.64 63.94 67.43 68.17

Fee income/revenues 38.15 36.35 34.24 31.48 30.04 29.63

Market-sensitive income/revenues 0 (0.02) 0.04 0 0 (0.17)

Noninterest income/revenues 41.26 39.33 38.36 36.06 32.57 31.83

Personnel expense/revenues 23.39 21.37 20.55 18.64 18.44 18.46

Noninterest expense/revenues 41.44 38.53 36.23 33.18 35.76 37.51

Noninterest expense/revenues less investment gains 41.44 38.53 36.24 33.18 35.76 37.45

Net operating income before provision/revenues 58.56 61.47 63.77 66.82 64.24 62.49

Net operating income after provisions/revenues 41.65 44.69 48.57 49.64 47.07 44.18

New loan loss provisions/revenues 16.91 16.77 15.2 17.18 17.17 18.31

Net nonrecurring/abnormal income/revenues 0 0 0 (0.42) (2.70) 0

Pretax profit/revenues 41.65 44.69 48.57 49.22 44.37 44.18

Tax/pretax profit 30.81 29.67 36.93 37.14 36.01 37.71

2008* 2007 2006 2005 2004 2003

Other Returns

Pretax profit/avg. risk assets (%) 3.63 3.74 4.29 4.61 4.38 4.52

Revenues/avg. risk assets (%) 8.71 8.37 8.83 9.37 9.88 10.23

Net operating income before LLP/LLP 346.31 366.48 419.56 388.96 374.18 341.22

Net operating income before loss provisions/avg. risk assets (%) 5.1 5.15 5.63 6.26 6.35 6.39

Net operating income after loss provisions/avg. risk assets (%) 3.63 3.74 4.29 4.65 4.65 4.52

Net income before minority interest/avg. adjusted assets 2.52 2.64 2.71 2.91 2.81 2.83

Net income/employee (currency unit) 68419.59 78160.58 79671.02 85637.17 82912.28 70694.24

Non-interest expenses/average adjusted assets 3.63 3.23 3.21 3.12 3.54 3.85

Personnel expense/employee (currency unit) 55530.93 53136.25 53441.25 51581.12 53859.65 47413.67

2008* 2007 2006 2005 2004 2003

FUNDING AND LIQUIDITY (%)

Total loans/customer deposits + long-term funds 155.01 136.65 122.82 155.8 145.83 131.91
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Table 4

Ratio Analysis(cont.)

Customer loans (net)/assets (adj.) 81.51 79.65 80.34 80.42 80.63 83.37

Parent Only Analysis

2008* 2007 2006 2005 2004 2003

CAPITALIZATION (%)

Adjusted common equity/risk assets 16.19 16.99 16.14 14.92 15.02 16.44

Internal capital generation/prior year's equity 11.06 11.86 13.58 15.32 13.93 13.6

Adjusted total equity/adjusted assets 16.33 17.02 16.18 14.96 15.06 16.5

Adjusted Total Equity/ Adjusted Assets+ Securitizations (test) 16.33 17.02 16.18 14.96 15.06 16.5

Adjusted total equity/risk assets 16.19 16.99 16.14 14.92 15.02 16.44

Adjusted total equity plus LLR (specific)/customer loans (gross) 24.92 26.48 25.34 24.91 25.62 26.81

Common dividend payout ratio 24.65 25.56 24.65 23.5 23.02 22.7

Market capitalisation/tangible common equity 128.56 140.91 199.12 394.07 326.4 199.06

2008* 2007 2006 2005 2004 2003

ASSET QUALITY (%)

New loan loss provisions/avg. customer loans (net) 1.84 1.76 1.67 2.01 2.08 2.23

Net charge-offs/avg. customer loans (net) N/A 0.59 1.48 1.06 0.44 0.09

Loan loss reserves/customer loans (gross) 6.11 6.49 6.5 7.75 8.54 8.75

Credit-loss reserves/risk assets 5.26 5.52 5.58 6.73 7.51 7.97

Nonperforming assets (NPA)/customer loans + ORE 12.39 13.01 13.27 14.56 15.96 16.42

NPA (excl. delinquencies)/customer loans + ORE 12.39 13.01 13.27 14.56 15.96 16.42

Net NPA/customer loans (net) + ORE 6.69 6.97 7.24 7.39 8.12 8.4

NPA (net specifics)/customer loans (net specifics) 6.69 6.97 7.24 7.39 8.12 8.4

Loan loss reserves/NPA (gross) 49.29 49.9 49.01 53.2 53.49 53.3

*Data as of Sept. 30, 2008.2006:LLR's is a previous year figure to be adjusted on receipt of information.

Ratings Detail (As Of November 18, 2008)*

GRENKELEASING AG

Counterparty Credit Rating BBB+/Stable/A-2

Senior Unsecured (3 Issues) BBB

Short-Term Debt (1 Issue) A-3

Counterparty Credit Ratings History

15-May-2003 BBB+/Stable/A-2

Sovereign Rating

Germany (Federal Republic of) AAA/Stable/A-1+

*Unless otherwise noted, all ratings in this report are global scale ratings. Standard & Poor's credit ratings on the global scale are comparable across countries. Standard

& Poor's credit ratings on a national scale are relative to obligors or obligations within that specific country.

Additional Contact:
Financial Institutions Ratings Europe; FIG_Europe@standardandpoors.com

Additional Contact:
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