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Major Rating Factors 

Strengths: 

� Good profitability, with sound margins and high efficiency; 

� Ongoing sound asset quality benefiting from high granularity and collateralization; and 

� Sound capitalization to buffer inherent risks 

Weaknesses: 

� Dependence on wholesale funding; and 

� Difficult but improving domestic environment for small and midsize enterprises (SMEs). 

Rationale 

The ratings on Germany-based GRENKELEASING AG (Grenke) are based on the 

company’s sound management and domestic market position in small-ticket IT leasing, 

asset quality, and capitalization, as well as its good profitability. In 2006, Grenke is 

benefiting from the improving economic environment in its key market, Germany, 

particularly from less pressure on asset quality. Although the company is prudently 
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managed, the ratings are constrained by Grenke’s business and revenue concentration. 

Furthermore, Grenke needs to cope with the limitations of its less-diversified, wholesale funding 

base, which is facilitated by significant revolving ABCP programs based on pledged leasing assets. 

This in turn leaves Grenke’s unsecured debtors structurally subordinated, which is why Grenke’s 

senior unsecured debt is rated one notch lower than the counterparty ratings. 

At June 30, 2006, Grenke had total assets of EUR1,152 million and 16.5% underlying adjusted 

common equity (ACE), placing it as the market leader in domestic nonbank/nonhardware affiliated 

small-ticket IT leasing companies. 

Grenke’s asset quality is expected to remain sound, based on high granularity, prudent 

underwriting and provisioning policies, highly collateralized structures, negligible primary residual 

risks, and high margin buffers. In addition, the relief in domestic business, where insolvencies in 

Germany at its core customer group, SMEs, decreased by 3.5% in 2005 and by another 15.1% in 

the first half of 2006, has been beneficial, and overcompensates for higher risk exposures in some 

European markets, such as France. Grenke was willing to stick to its prudent underwriting, a 

development Standard & Poor’s Ratings Services views as very positive. The continuously 

improving sound risk management, particularly regarding the ongoing strong organic growth in 

foreign countries is viewed as positive. Nevertheless, in foreign markets Grenke will still need to 

gain additional expertise in optimizing its scoring system and handling adverse cycles. 

Grenke’s operating profitability is expected to remain good, particularly by domestic standards, 

despite the higher returns concentration risks require. Very healthy margins have helped 

profitability, buoyed by high efficiency with increasing scale effects, less price-sensitive leasing 

customers, and lower risk provisioning as well as the expansion of foreign business. Grenke posted 

a 19% ROE at June 30, 2006, which is very favorable particularly given that capitalization is also 

sound. 

Outlook 

The stable outlook reflects Standard & Poor’s expectation that Grenke will maintain its 

consistently proven track record in managing high growth (particularly abroad), good profitability, 

sound asset quality, and sound capitalization for full-year 2006. At the same time, Grenke is 

expected to mitigate higher risks, in particular operational risk, in its foreign expansion due to its 

sophisticated risk-management systems, which have proven to be satisfactory during the past 

couple of years. This is also essential to preserve its funding via ABCP programs and broadened 

capital-market access. A deterioration in risk provisioning levels due to foreign expansion, or a 

significantly lower capitalization level could have negative rating implications. 

Profile: Niche Player In Growing European Leasing Markets 

Although Grenke group’s overall market share (about EUR950 million leasing assets at June 30, 

2006) is very low in the growing but fragmented German leasing market, it leads its niche in 

Germany’s independent small-ticket IT leasing. 

Grenke is continuing its strong but prudent, organic growth track record. In the first half of 

2006, new business grew 13%, facilitated by 379 staff. Domestic new business rose 6.8%, serviced 

by its headquarters in southern Germany and 20 domestic branches. European growth, at 27.4%, 

generated by its 21 branches in 15 countries outperformed domestic growth. 

Standard & Poor’s  |  FULL ANALYSIS  2 



GRENKELEASING AG 
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  GRENKELEASING AG--Segment Reporting: Assets 2005
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The “other European countries” have more of a start-up nature. This segment also includes 

Grenke’s additional franchise concept for new market entrants, which has been in place since 

2003. To date it has tapped into Poland, the U.K., and Norway, and more recently Hungary. 

Grenke has developed an Internet platform for risk management, which facilitates the prompt 

tracking of appropriate collateral values. 

Ownership And Legal Status 

Since 2000, Grenke has been a listed joint-stock company, after being founded in 1978 as a limited 

partnership by Wolfgang Grenke, the current CEO. The founder’s family currently holds a 43.6% 

stake, which was reduced from 52.8% in 2004. The remainder is in free float. 

www.standardandpoors.com  3 
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Grenke is neither regulated nor supervised by German banking supervisory authorities, nor are 

any of its subsidiaries supervised in any other jurisdiction, which Standard & Poor’s considers 

negative. This is so because leasing business in Germany is largely unregulated, and Grenke usually 

adjusts its lease contracts in other European countries to avoid regulation and qualification as 

banking business. 

To some extent concerns regarding Grenke’s dependency on its founder, and its unregulated 

status are mitigated. Grenke reduced its reliance on the board of directors by establishing an 

operational board of directors, which is responsible for the day-to-day running of the business. The 

board of directors instead controls and provides strategic guidance. Grenke fully adheres to 

corporate governance best practices as demanded by the stock exchange, and has also initiated a 

strong control and benchmark culture within the company. Transparency is also helped by 

Grenke’s IFRS reporting and quarterly presentations. 

Strategy: Pan-European Expansion Is Key 

Grenke’s key strategic focus is to continue the roll out of its successful domestic business model to 

also become the Europe-wide market leader in independent small-ticket IT leasing. These efforts 

are directed to leverage its domestic expertise, draw economies of scale, increase its regional 

resilience in cyclical leasing business, and offset more limited domestic growth prospects. Grenke’s 

long-term target is to balance domestic business with foreign business, moving away from the 70% 

to 30% split of about a year ago. 

To foster foreign expansion, and on top of organic growth, Grenke has selectively used a 

franchise model to enter new markets since 2003. This model initially saves on the investment of 

own capital by attracting entrepreneurial and highly motivated local management and spreading 

costs. Franchise contracts incorporate a clause providing Grenke the option to assume majority 

ownership after a period of four to six years. Nevertheless, from the outset Grenke’s strategy bears 

the business risks, because its reputation is at stake and Grenke refinances the activities of the 

franchisees. This, however, is mitigated by Grenke’s close daily monitoring of business flow, 

underwriting standards, and risk costs on a benchmark basis. Although Grenke generally does not 

rule out major acquisitions, none are expected in the foreseeable future as capital could become a 

limiting factor, and, strategically, management prefers fast but closely monitored organic growth. 

Grenke is not expected to materially alter its successful business model, although broadening the 

range of marketable leasing assets remains an option. Instead it intends to further build up its 

granular small-ticket IT leasing portfolio via a broad variety of office equipment vendors (Business-

to-Business), none of which take a major share of Grenke’s business; these vendors provide a 

reliable business flow diversified by brands. Consequently, Grenke’s ongoing capacity to quickly 

service and to prudently manage credit and operational risk will remain its key competitive 

advantage. 

Risk Management 

Risk governance: Prudent 

Grenke is continuously improving its strict risk-management techniques and standardized 

processes, as well as its collateral management. The risk management adequately addresses 

liquidity and operational risk, while market and interest rate risk are predominantly hedged. 

Standard & Poor’s  |  FULL ANALYSIS  4 
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However, Grenke is wholesale funded, which is a constraint with regard to access, costs, and 

diversification when compared with customer-deposit-oriented banks. 

Credit risk: Concentration risk is mitigated by high granularity and 
collateralization, as well as through prudent underwriting policy 

Standard & Poor’s expects Grenke’s asset quality to remain sound, despite its niche concentration 

in cyclical leasing and ongoing difficult domestic markets. Asset quality is supported by high 

granularity, prudent underwriting and provisioning policies, highly collateralized structures, 

negligible primary residual risks, high amortization contracts, and high margin buffers. Grenke’s 

risk-adjusted customer pricing (based on its scoring) is also expected to foster qualitative growth. 

In addition, Standard & Poor’s currently perceives noticeable relief from more of an easing of the 

difficult domestic market environment than previously expected. In 2005, SME insolvencies started 

to decline from highs, falling by 3.5%. This trend accelerated in 2006, dropping 15% to 16,265 in 

first half, and is expected to continue into 2007. Simultaneously, provisioning levels for 

significantly growing foreign businesses are expected to rise in absolute figures. Nevertheless, 

Standard & Poor’s assumes no deterioration of Grenke’s overall asset quality because Grenke is 

expanding its business cautiously on the basis of its proven, centralized, and almost real-time risk-

management systems. 

In general, Grenke’s asset quality is highly vulnerable to its leasing concentration, which 

accounted for about 80% of total assets at June 30, 2006, of which 88% is related to its niche 

business in IT and office equipment. In addition, 99% of new business deals with SME customers, 

which have suffered under difficult domestic conditions during the past few years, although these 

are currently subsiding. Nevertheless, Grenke’s first line of defense is robust asset quality derived 

from granularity by lessees, leasing objects, and contract sizes. Its leasing portfolio comprises 

178,415 single contracts, of which approximately 95% are less than EUR25,000. The average net 

asset value of individual contracts has risen 4.5% to EUR7,653 and the average tenor of the 

leasing contracts is 30 months. No vendor, manufacturer, or lessee accounts for more than 4%, 

which also facilitates higher margin and rigid underwriting requirements. Of the 108,776 leasing 

requests received by the end of 2005, Grenke accepted 51.9%, reflecting an ongoing focus on 

higher quality lessees, tightened underwriting standards, and the continued difficulty in domestic 

markets. 

Moreover, business is only done on a collaterialized basis and with full amortization contracts, 

meaning that Grenke’s residual risk is virtually limited to defaulting lessees only. Grenke makes it 

mandatory that collateral is insured by lessees. Collateral is typically in the form of standard 

equipment that is easy to resell and therefore improves recovery rates. Even given the quantum 

leaps seen in IT where equipment is quickly outdated or superseded, Grenke has demonstrated its 

prudent collateral valuation expertise and benefits from high amortization schedules. 

Granularity brings operational risk, however, which Grenke has managed prudently for over a 

decade. Daily monitoring and ongoing improvements to its self-developed credit scoring system 

(since 1994), as well as rigid workout and management of amounts overdue are expected to buffer 

domestic pressures. 

Furthermore, the way Grenke has adapted its business model and daily back-testing for foreign 

markets appears sound, which is essential given its strong international growth, short track record, 

and unsynchronized market cycles or stages. At the same time, however, foreign business 

expansion adds regional diversification. 
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The ratio of net NPAs to customer loans improved again to 7.4% in 2005 from the 8.4% peak 

seen in 2003, which reflects strong foreign business inflow, where default rates are still more 

favorable. Overall, Standard & Poor’s expects asset quality to remain relatively stable, helped by 

tightened underwriting standards as well as an improving domestic economy. 

Market risk: Negligible 

Market risk represents no major source of risk for Grenke. Foreign exchange risk is quite limited 

and has a natural hedge, for example through local currency (Swiss franc) refunding, while market 

and interest rate risk are predominantly hedged. 

Operational risk: Crucial factor given Grenke’s European growth path 

Grenke’s continuously improves and adequately addresses operational risk via certified business 

processes and reviews through external auditors. This is welcomed by Standard & Poor’s given the 

sheer volume of lease transactions and the dependency on the validity of proprietary IT solutions 

and risk calculations. 

Funding and liquidity risk: Wholesale funding as a constraint 

Grenke is wholesale funded, which is a constraint with regard to access, costs, and diversification 

when compared with customer-deposit-oriented banks. Grenke’s major funding instruments are 

three revolving ABCP programs that allow it to refinance up to EUR575 million on a nonrecourse 

basis secured by pledged leasing assets. The programs were 68% utilized by the end of 2005, 

accounting for 40% of Grenke’s total liabilities. In addition, Grenke issued an ABS bond of 

EUR250 million in August 2006. While these ensure relatively efficient and steady refinancing of 

domestic growth (and more recently growth in France), the higher percentage of on-balance but 

pledged assets leaves unsecured creditors structurally subordinated. Consequently, the ratings on 

Grenke’s senior unsecured debt are one notch lower than the counterparty credit ratings. 

To diversify funding and to refinance its strong foreign expansion (including franchisees) that 

often is not eligible for ABCP refinancings, Grenke’s broadened its unsecured capital-market 

access. Grenke started its first-ever bond issuance in October 2003, which, with its three-year 

bullet structure and relatively high EUR170 million size, introduced manageable liquidity risk. 

Since then frequent smaller bullet bond issuances further facilitate liquidity management. The last 

issue was for EUR100 million in April and another EUR100 million is scheduled for fourth-quarter 

of 2006. 

Grenke’s strict guidelines ensure that funding is typically done on a matched basis—both for 

maturities and interest rate risk. Group day-to-day liquidity is managed using a cash pool for all 

operations. 

Accounting 

Grenke reports its financial statements in accordance with IFRS. IFRS accounting allows 

companies to capitalize direct, attributable, upfront leasing expenses for new lease contracts to 

allow these to be balanced with the related income streams. In 2005, these expenses accounted for 

about EUR6 million, thereby overstating profitability compared with that of peers, which do not 

use this IFRS option, but instead fully expense these items in the first year. Even when adjusted, 

however, Grenke’s profitability and capital compared with peers remains favorable. 
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Financial comparisons with German leasing company peers reporting under German accounting 

practices is difficult, as these figures tend to understate both earnings and capital compared with 

IFRS. The association of leasing companies developed a standardized method to calculate the 

economic profit based on reported pretax profit and the change in discounted future net earnings 

before taxes. These measured and audited but unpublished economic results that German 

companies often use to negotiate unsecured funding lines are more comparable with IFRS results. 

Yet again, when adjusted, Grenke’s profitability compared with peers remains favorable. (For 

further information on key distinctions between German GAAP and IFRS see the report entitled 

“Bank Industry Risk Analysis: Germany (Federal Republic Of),” published on Jan. 26, 2006, on 

Ratings Direct.) 

Profitability: Temporary Strong Cost Increases Due To Growth Strategy 

Grenke’s profitability is expected to remain good, particularly by domestic standards, but also by 

international standards, and as concentration risks demand higher returns. Profitability benefits 

from gradually declining yet very healthy margins from less price-sensitive leasing customers, 

foreign business expansion, high efficiency with increasing scale effects, sound risk management, 

and collateralization levels that are improving recovery rates. Grenke’s 19% ROE at June 30, 

2006, is very favorable considering that capitalization is also sound.  Furthermore, Standard & 

Poor’s expects Grenke to steadily increase the embedded net present value (NPV) of its lease 

contracts, which grew by 13% to EUR235 million after tax in the first half of 2006. 

At end-June 2006, net interest margins continued to show a still healthy 6.0%, a further slight 

decline from 6.4% in 2005, which was partially diluted by strong growth. Business benefits from 

the lower price sensitivity of small-ticket lessees, and ongoing growth opportunities, particularly 

abroad where margins still tend to be higher. Reliable and increasing fee generation (34% of 

revenues) mostly from mediating mandatory insurance on leasing objects (about 66% brokerage 

rate of Grenke’s new business) helps to diversify profitability. Grenke optimizes this through 

continuous administration of contracts, enabling it to skim extra fees from insurers. 

In the first half of 2006, Grenke cost-to-income ratio deteriorated, out of step with the trend of 

improvements over the past nine years. Strong growth and expansion abroad led expenditure 

increases (up 17%) to outpace revenue growth (up 8%). Nevertheless, Standard & Poor’s expects 

this to be more of an anomaly on Grenke’s path of efficiency improvements rather than a new 

trend. The 35.6% cost-to-income ratio (33.2% at end of 2005) still reflects growing economies of 

scale due to high automatization, as well as a drive to lift efficiency through cost containment and 

staff remuneration incentives. 

Loan-loss provisions (LLPs) to revenues continued to decrease gradually from their 2003 peak of 

more than 18% and at mid-year 2006 had absorbed 14% of revenues, which is 2 percentage 

points below the level seen in 2000. LLPs currently benefit from both somewhat easing domestic 

business, and foreign business, where provisioning should increase at a maturing—less selective—

stage of business, as well as through cycles. Continued healthy margins and prudent underwriting 

are expected to remain a favorable buffer. 

Capital: Still Sound Capitalization 

Grenke’s capitalization is expected to remain sound, reflecting its good profitability, sound 

underwriting, lower leverage than most peers, and its publicly stated commitment to maintain 
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capital to leasing assets above 15%. Grenke posted a slightly increased 16.5% ACE-to-leasing-

assets ratio at June 30, 2006, but this is down from 25% back in 2000 owing to strong growth. 

Standard & Poor’s capital considerations are based on the expectation that a high earnings 

retention capacity and rate will remain balanced, hand in hand with further growth. Furthermore, 

more uncertain foreign business expansion will continue to be closely monitored and adapted in 

terms of risk if necessary. This is particularly true for newly evolving franchises for which Grenke’s 

assumes the bulk of business and refinancing risk from the outset, without formal capital 

underlying. 
  

Table 1 

GRENKELEASING AG—Balance Sheet Statistics                                                                      

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

(Mil.  �EUR) 2006*  2005  2004  2003  2002  2001¶ - 2006*  2005 2004  2003 2002  2001¶

Assets 

Cash and money market 
instruments 

55.64 55.68 62.17 47.55 34.53 10.81 4.84 5.19 6.72 6.30 5.44 2.29

Securities 1.14 0.29 0.41 0.24 0.20 0.26 0.10 0.03 0.04 0.03 0.03 0.05

Customer loans (gross) 989.23 934.70 815.20 690.09 589.15 452.01 86.09 87.18 88.15 91.37 92.78 95.76

All other loans 989.23 934.70 815.20 690.09 589.15 452.01 86.09 87.18 88.15 91.37 92.78 95.76

Loan loss reserves N.A. 72.40 69.59 60.41 47.20 37.58 N.A. 6.75 7.53 8.00 7.43 7.96

Customer loans (net) 919.83 862.30 745.61 629.67 541.95 414.43 80.05 80.42 80.63 83.37 85.35 87.80

Earning assets 1,046.00 990.67 877.78 737.87 623.89 463.07 91.03 92.40 94.92 97.70 98.25 98.10

Intangibles (nonservicing) 2.73 2.57 2.02 2.39 3.11 3.42 0.24 0.24 0.22 0.32 0.49 0.73

Fixed assets 25.45 23.66 19.32 19.34 14.10 10.65 2.21 2.21 2.09 2.56 2.22 2.26

Derivatives credit amount N.A. 0.08 0.94 2.05 1.15 N.A. N.A. 0.01 0.10 0.27 0.18 N.A.

All other assets 147.02 130.19 96.30 56.42 43.04 35.89 12.79 12.14 10.41 7.47 6.78 7.60

Total reported assets 1151.80 1074.77 926.77 757.65 638.09 475.46 100.24 100.24 100.22 100.32 100.49 100.73

Less nonservicing 
intangibles 

(2.73) (2.57) (2.02) (2.39) (3.11) (3.42)    

Adjusted assets 1149.07 1072.20 924.75 755.26 634.98 472.04 100.00 100.00 100.00 100.00 100.00 100.00

 Breakdown as a % of liabilities + equity 

 2006*  2005  2004  2003  2002  2001¶ 2006*  2005 2004  2003 2002  2001¶

Liabilities 

Total deposits 4.99 5.32 5.97 9.13 12.57 1.68 0.43 0.50 0.64 1.20 1.97 0.35

Other borrowings 826.66 771.60 651.22 512.80 412.50 321.97 71.77 71.79 70.27 67.68 64.65 67.72

Other liabilities 137.87 128.52 124.61 109.57 101.37 52.04 11.97 11.96 13.45 14.46 15.89 10.94

Total liabilities 969.52 905.45 781.80 631.50 526.44 375.69 84.17 84.25 84.36 83.35 82.50 79.02

Total shareholders’ equity 182.28 169.33 144.97 126.16 111.65 99.78 15.83 15.76 15.64 16.65 17.50 20.98

Common shareholders’ equity 
(reported) 

182.28 169.33 144.97 126.16 111.65 99.78 15.83 15.76 15.64 16.65 17.50 20.98

Share capital and surplus 17.44 17.44 17.39 17.29 17.29 17.29 1.51 1.62 1.88 2.28 2.71 3.64

Revaluation reserve 0.39 (0.47) (1.77) (0.85) N.A. N.A. 0.03 (0.04) (0.19) (0.11) N.A. N.A.

Reserves (incl. inflation 
revaluations) 

164.44 152.36 129.35 109.73 94.36 82.49 14.28 14.18 13.96 14.48 14.79 17.35

Total liabilities and equity 1151.80 1074.78 926.77 757.66 638.08 475.46 100.00 100.00 100.00 100.00 100.00 100.00

Less revaluation reserve, 
intangibles 

(3.12) (2.10) (0.25) (1.54) (3.11) (3.42)    
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Table 1 

GRENKELEASING AG—Balance Sheet Statistics                                                                      

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

(Mil.  �EUR) 2006*  2005  2004  2003  2002  2001¶ - 2006*  2005 2004  2003 2002  2001¶

Tangible total equity 177.24 167.23 144.72 124.62 108.54 96.35    

Tangible common equity  177.24 167.23 144.72 124.62 108.54 96.35    

Adjusted common equity 177.24 167.23 144.72 124.62 108.54 96.35    

Adjusted total equity 177.24 167.23 144.72 124.62 108.54 96.35    

*Data as of June 30, 2006. Ratios annualized where appropriate. ¶First full IAS reporting of annual reports. N.A.—Not available.    
 

Table 2 

GRENKELEASING AG—Profit and Loss Statement Statistics                                                          (cont.'d) 

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

(Mil.  �EUR) 2006*  2005  2004 2003  2002 2001¶ - 2006*  2005 2004 2003 2002  2001¶

Profitability 

Interest income 44.62 82.90 74.78 68.21 59.79 47.61 8.03 8.30 8.90 9.81 10.80 11.52

Interest expense 13.92 22.91 18.66 19.52 20.10 16.21 2.51 2.29 2.22 2.81 3.63 3.92

Net interest income 30.70 59.99 56.12 48.69 39.69 31.39 5.53 6.01 6.68 7.00 7.17 7.60

Operating noninterest income 19.72 33.84 27.11 22.73 22.97 20.71 3.55 3.39 3.23 3.27 4.15 5.01

Fees and commissions 16.97 29.54 25.00 21.16 20.81 18.24 3.06 2.96 2.98 3.04 3.76 4.41

Gains/ (losses) on liquidity 
portfolio securities 

0.27 0.00 0.00 (0.12) (0.03) (0.02) 0.05 0.00 0.00 (0.02) (0.01) 0.00

Other noninterest income 2.48 4.30 2.11 1.69 2.19 2.49 0.45 0.43 0.25 0.24 0.40 0.60

Operating revenues 50.42 93.83 83.23 71.42 62.66 52.11 9.08 9.40 9.91 10.27 11.32 12.61

Noninterest expenses  17.93 31.13 29.76 26.79 27.74 23.41 3.23 3.12 3.54 3.85 5.01 5.67

Personnel expenses 10.19 17.49 15.35 13.18 12.82 10.68 1.84 1.75 1.83 1.90 2.32 2.59

Other general and administrative 
expense 

6.86 12.04 12.61 11.76 13.02 11.28 1.23 1.21 1.50 1.69 2.35 2.73

Amortization of intangibles 0.00 0.00 0.00 0.00 0.50 0.43 0.00 0.00 0.00 0.00 0.09 0.11

Depreciation and amortization-
other 

0.88 1.61 1.80 1.85 1.40 1.02 0.16 0.16 0.21 0.27 0.25 0.25

Net operating income before loss 
provisions 

32.49 62.70 53.47 44.63 34.92 28.70 5.85 6.28 6.37 6.42 6.31 6.95

Credit loss provisions (net new) 7.25 16.12 14.29 13.08 9.89 9.18 1.31 1.61 1.70 1.88 1.79 2.22

Net operating income after loss 
provisions 

25.24 46.58 39.18 31.55 25.03 19.52 4.55 4.67 4.66 4.54 4.52 4.72

Nonrecurring/special expense N.A. 0.39 2.25 0.00 0.00 0.00 N.A. 0.04 0.27 0.00 0.00 0.00

Pretax profit 25.24 46.19 36.93 31.55 25.03 19.52 4.55 4.63 4.40 4.54 4.52 4.72

Tax expense/credit 9.75 17.16 13.30 11.90 9.78 7.54 1.76 1.72 1.58 1.71 1.77 1.83

Net income before minority interest 15.50 29.03 23.63 19.65 15.25 11.97 2.79 2.91 2.81 2.83 2.76 2.90

Net income before extraordinaries 15.50 29.03 23.63 19.65 15.25 11.98 2.79 2.91 2.81 2.83 2.76 2.90

Net income after extraordinaries 15.50 29.03 23.63 19.65 15.25 11.98 2.79 2.91 2.81 2.83 2.76 2.90

Core earnings 15.33 29.27 25.07 19.72 15.27 11.98 2.76 2.93 2.98 2.84 2.76 2.90

 2006*  2005  2004 2003  2002 2001¶    

Asset Quality 

Nonperforming assets N.A. 136.10 130.10 113.34 92.02 61.99    

Nonaccrual loans N.A. 136.10 130.10 113.34 92.02 61.99    
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Table 2 

GRENKELEASING AG—Profit and Loss Statement Statistics                                                          (cont.'d) 

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

(Mil.  �EUR) 2006*  2005  2004 2003  2002 2001¶ - 2006*  2005 2004 2003 2002  2001¶

Average balance sheet 

Average customer loans 891.06 803.95 687.64 585.81 478.19 350.39    

Average earning assets 1,018.33 934.23 807.83 680.88 543.48 414.31    

Average assets  1113.28 1000.77 842.21 697.87 556.78 415.26    

Average total deposits 5.16 5.65 7.55 10.85 7.12 N.A.    

Average interest-bearing liabilities 804.28 717.06 589.56 473.50 374.36 273.37    

Average common equity 175.80 157.15 135.56 118.90 105.71 93.85    

Average adjusted assets 1110.63 998.48 840.01 695.12 553.51 413.17    

Other data 

Number of branches 21.00 21.00 21.00 20.00 18.00 18.00    

*Data as of June 30, 2006. Ratios annualized where appropriate. ¶First full IAS reporting of annual reports. N.A.—Not available. 
  

Table 3 

GRENKELEASING AG—Ratio Analysis                                                                                (cont.'d) 

 —Year ended Dec. 31— 

 2006*  2005  2004  2003  2002  2001¶

ANNUAL GROWTH (%) 

Customer loans (gross) 11.67 14.66 18.13 17.13 30.34 43.75

Loss reserves (8.29) 4.04 15.19 27.99 25.61 33.79

Adjusted assets 14.34 15.94 22.44 18.94 34.52 33.23

Tangible common equity 11.98 15.55 16.13 14.82 12.65 10.55

Total equity 15.29 16.80 14.91 13.00 11.90 13.49

Operating revenues 7.47 12.74 16.53 13.98 20.26 58.05

Noninterest expense 15.16 4.62 11.09 (3.41) 18.48 55.08

Net operating income before provisions 3.65 17.26 19.80 27.80 21.70 60.56

Loan loss provisions (10.02) 12.81 9.25 32.25 7.73 72.46

Net operating income after provisions 8.38 18.89 24.18 26.04 28.27 55.51

Pretax profit 9.30 25.07 17.04 26.04 28.27 55.51

Net income 6.75 22.86 20.24 28.84 27.42 39.65

 2006*  2005  2004  2003  2002  2001¶

PROFITABILITY (%) 

Interest Margin Analysis 

Net interest income (taxable equiv.)/avg. earning assets 6.03 6.42 6.95 7.15 7.30 7.58

Net interest spread 5.30 5.68 6.09 5.89 5.63 5.56

Interest income (taxable equiv.)/avg. earning assets 8.76 8.87 9.26 10.02 11.00 11.49

Interest income on loans/avg. total loans 0.12 0.10 0.10 0.10 0.26 0.33

Interest expense/avg. interest-bearing liabilities 3.46 3.19 3.17 4.12 5.37 5.93

Interest expense on deposits/avg. deposits 32.90 25.23 10.47 6.70 10.16 N.A.

Revenue Analysis 

Net interest income/revenues 60.88 63.94 67.43 68.17 63.35 60.25

Fee income/revenues 33.66 31.48 30.04 29.63 33.21 35.00
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Table 3 

GRENKELEASING AG—Ratio Analysis                                                                                (cont.'d) 

 —Year ended Dec. 31— 

 2006*  2005  2004  2003  2002  2001¶

Market-sensitive income/revenues 0.54 0.00 0.00 (0.17) (0.06) (0.03)

Noninterest income/revenues 39.12 36.06 32.57 31.83 36.65 39.75

Personnel expense/revenues 20.22 18.64 18.44 18.46 20.46 20.50

Noninterest expense/revenues 35.55 33.18 35.76 37.51 44.26 44.93

Noninterest expense/revenues less investment gains 35.75 33.18 35.76 37.45 44.24 44.91

Expense less amortization of intangibles/revenues 35.55 33.18 35.76 37.51 43.46 44.09

Expense less all amortizations/revenues 33.82 31.47 33.59 34.92 41.23 42.15

Net operating income before provision/revenues 64.45 66.82 64.24 62.49 55.74 55.07

Net operating income after provisions/revenues 50.06 49.64 47.07 44.18 39.95 37.46

New loan loss provisions/revenues 14.38 17.18 17.17 18.31 15.78 17.62

Net nonrecurring/abnormal income/revenues N.A. (0.42) (2.70) 0.00 0.00 0.00

Pretax profit/revenues 50.06 49.22 44.37 44.18 39.95 37.46

Net income/revenues 30.73 30.94 28.39 27.52 24.34 22.98

Tax/pretax profit 38.61 37.14 36.01 37.71 39.06 38.66

 2006*  2005  2004  2003  2002  2001¶

Other Returns 

Pretax profit/avg. risk assets (%) 4.70 4.61 4.38 4.53 4.58 4.80

Net income/avg. risk assets (%) 2.88 2.90 2.80 2.82 2.79 2.95

Revenues/avg. risk assets (%) 9.38 9.37 9.88 10.25 11.47 12.83

Net operating income before loss provisions/avg. risk assets (%) 6.05 6.26 6.35 6.41 6.39 7.06

Net operating income after loss provisions/avg. risk assets (%) 4.70 4.65 4.65 4.53 4.58 4.80

Net income before minority interest/avg. adjusted assets 2.79 2.91 2.81 2.83 2.76 2.90

Net income/employee (currency unit) 81767.81 85637.17 82912.28 70694.24 54286.12 57009.52

Personnel expense/employee (currency unit) 53788.92 51581.12 53859.65 47413.67 45622.78 50866.67

Personnel expense/branch (mil. currency unit) 0.97 0.83 0.75 0.69 0.71 0.74

Noninterest expense/branch (mil. currency unit) 1.71 1.48 1.45 1.41 1.54 1.61

Cash earnings/avg. tang. common equity (ROE) (%) 19.01 19.64 18.88 18.44 16.74 14.63

Core earnings/avg. tang. common equity (ROE) (%) 17.80 18.77 18.62 16.92 14.91 13.05

 2006*  2005  2004  2003  2002  2001¶

FUNDING AND LIQUIDITY (%) 

Total loans/customer deposits + long-term funds 146.15 155.80 145.83 133.05 166.59 180.63

Customer loans (net)/assets (adj.) 80.05 80.42 80.63 83.37 85.35 87.80

 2006*  2005  2004  2003  2002  2001¶

CAPITALIZATION (%) 

Adjusted common equity/adjusted assets 15.42 15.60 15.65 16.50 17.09 20.41

Adjusted common equity/risk assets 16.49 15.56 15.61 16.44 17.09 21.07

Adjusted common equity/customer loans (net) 19.27 19.39 19.41 19.79 20.03 23.25

Internal capital generation/prior year’s equity 18.30 20.02 18.73 17.60 15.29 13.62

Adjusted total equity/adjusted assets 15.42 15.60 15.65 16.50 17.09 20.41

Adjusted total equity/risk assets 16.49 15.56 15.61 16.44 17.09 21.07

Adjusted total equity plus LLR (specific)/customer loans (gross) 24.93 25.64 26.29 26.81 26.43 29.63
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Table 3 

GRENKELEASING AG—Ratio Analysis                                                                                (cont.'d) 

 —Year ended Dec. 31— 

 2006*  2005  2004  2003  2002  2001¶

ASSET QUALITY (%) 

New loan loss provisions/avg. customer loans (net) 1.63 2.01 2.08 2.23 2.07 2.62

Net charge-offs/avg. customer loans (net) N.A. 1.06 0.44 0.09 0.42 N.A.

Loan loss reserves/customer loans (gross) N.A. 7.75 8.54 8.75 8.01 8.31

Credit-loss reserves/risk assets N.A. 6.73 7.51 7.97 7.43 8.22

Nonperforming assets (NPA)/customer loans N.A. 14.56 15.96 16.42 15.62 13.72

Net NPA/customer loans (net) N.A. 7.39 8.12 8.40 8.27 5.89

Loan loss reserves/NPA (gross) N.M. 53.20 53.49 53.30 51.30 60.62

*Data as of June 30, 2006. Ratios annualized where appropriate. ¶First full IAS reporting of annual reports. N.A.—Not available. N.M.—Not 
meaningful. 
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