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Strengths/Opportunities:

Capital base remains strong

Extensive action plan to resolve the findings of the
BaFin special audit of 2020/special audit of the an-
nual financial statements for 2020 is already largely
implemented

Improved transparency through consolidation and ac-
quisition of the franchise companies; strengthening of
internal control systems

Good position in the IT small-ticket leasing market; fa-
vourable growth in new business volume in financial
year 2022 and Q1 2023; opportunities offered by
membership of the online platform Miete24

Granular portfolio, broad risk diversification; good use
of leased assets as collateral

Weaknesses/Threats:

High NPL ratios; difficult macroeconomic climate
could trigger rise in risk-induced costs

Various actions to resolve identified issues concern-
ing money laundering, compliance and Group ac-
counting/IT remain outstanding

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

Influence of challenging capital market on funding
costs and activities; capital market is a major source
of funding (bonds, CP) for GRENKE AG

Financial data:

(Amounts in KEUR) 2022 2021
Change in embedded value -3,136 -179,317
Qrdlnary comprehensive 111,033 114,800
income

Economic result 107,897 -64,517
Total assets 6,412,743 6,660,940
Net profitability 1.7% -1.0%
Modified equity ratio 242 % 22.3%
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GRENKE AG

Rating result

As of the date of the rating committee, GBB-Rating is downgrading
the rating of GRENKE AG from A- to BBB+ according to the infor-
mation available at the time of rating. Its credit rating is now as-
sessed as good (formerly high). The lower ranking has been trig-
gered — despite a further upturn in profitability in the financial year
2022 — by a weakening of the long-term earnings position, which
remains below the pre-pandemic level. Among the other factors im-
posing a burden on the rating result are the persistence of a chal-
lenging macroeconomic climate (sharp rise in interest rates, in-
creasing insolvency rates, high inflation etc.) and the currently sub-
dued capital market environment, which in 2022 prevented
GRENKE AG from placing bonds to the desired extent and thus in-
tensified the challenges associated with funding the Group. In view
of the revised rating, the outlook is now regarded as stable. The
rating remains on watch because of the awaited final assessment
of the special audits by the supervisory authority in the wake of a
short-seller attack.

Measured against the previous year's relatively weak showing,
which was shaped by numerous adverse factors among other
things, the financial profile based on the annual financial statements
for 2022 has been reinforced and now returned to an adequate mag-
nitude (previous year: acceptable). The capital position continues to
meet a high standard, as evidenced by strong capital ratios (includ-
ing a CET1 ratio (CRR) of 17.4 % and a leverage ratio (CRR) of
18.7 %). Although profitability improved further year-over-year, it re-
mains well below the level achieved in the years prior to 2020. Net
profitability, based on the ordinary comprehensive income and the
change in embedded value, stands at 1.7 % and is therefore re-
garded as only acceptable. Among the key drivers of the earnings
position in the financial year 2022 were the decline in net interest
income attributable to higher funding costs, increased personnel ex-
penses and a downturn in risk-induced costs. The embedded value
was marginally lower (by EUR 3.1 million) after its sharp fall of EUR
179.3 million in the previous year. In consequence, the economic
result again improved considerably. In the wake of contractions in
2020 and 2021, new business followed an upward trajectory (31 %)
again in 2022. GRENKE AG has sustained this favourable develop-
ment in Q1 2023 with a further 18.1 % increase in the volume of
new business, but earnings before taxes are 24.2 % lower than in
the same quarter of 2022. Alongside higher personnel expenses,
interest and exchange rates also had a negative impact on earn-
ings. From a general perspective, given the auspicious pattern of
new business in recent quarters and the successive elimination of
non-recurring factors, we believe that a platform has been estab-
lished for an improving business trend and increasing profitability.
Against the backdrop of the currently difficult market climate, as well
as higher personnel expenses and the need for investments in IT,
however, at present we do not expect profitability to rise significantly
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Summary:

Rating criteria
Financial profile
Business profile

- Market

- Risk profile

- Capitalization potential

Rating

adequate

adequate
adequate

adequate

(strong > adequate > acceptable > unsatisfactory > weak)

Rating history:

Rating Outlook Date
BBB+ stable 06/30/2023
A- indeterminate 07/01/2022
A- negativ 07/01/2021
A negativ 10/08/2020
A stable 03/26/2020
Rating scale:
Rating Rating categories
AAA highest financial standing
AA+ [ AA | AA- very high financial standing
A+ /AT A- high financial standing

BBB+/ BBB / BBB-

BB+ /BB /BB-

B+/B/B-

CCcC+/ccc/ccece-

Ccc/cC

D

good financial standing

satisfactory financial standing

financial standing scarcely
adequate

financial standing no longer
adequate

inadequate financial standing

moratorium / insolvency
proceedings
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above the prevailing level within the next 12 to 24 months.

The risk profile continues to be adequate. The still highly granular
portfolio, broad risk diversification, and good use of the portfolio as
collateral are to be seen in a favourable light. There are no major
dependences on suppliers or lessees. In the light of the business
model, however, the share of non-performing receivables is rela-
tively high. In financial year 2022 the portion of non-performing
loans (defined as the amount of non-performing-loans divided by
the sum of performing and non-performing total lease receivables
before allowance for impairment losses) stood at 7.7 % (previous
year 10.0 %). The portion of non-performing loans varies enor-
mously from one country to the next — especially in the Italian core
market and the other southern European markets, the NPL ratio is
very high. In view of the significant portion of business volume gen-
erated in countries with a difficult economic and/or political land-
scape, developments require further monitoring. Despite the chal-
lenging market environment, however, GRENKE AG reduced the
actual loss ratio from 1.6 % in 2021 to 1.3 % in 2022; it has also
sustained this favourable risk trajectory in Q1 of the current year
with a further decrease to 1.2 %.

In recent quarters, GRENKE AG has responded to the many find-
ings of the special audit (initiated by the Federal Financial Supervi-
sory Authority (BaFin)) of 2020 and of the special audit of the annual
financial statements for 2020 by investing much effort and taking
numerous measures to resolve the identified issues. A large part of
the action plan has now been implemented; outstanding issues con-
cerning the Group’s consolidated financial reporting, money laun-
dering and IT, among other matters, await resolution. Transparency
and the governance structures have been improved overall by way
of the actions taken to resolve the findings, strengthen the internal
control systems, and consolidate and acquire the franchise compa-
nies. The remaining franchise companies are expected to be ac-
quired by the middle of 2023.

The Group’s funding sources are diverse and largely fall within three
categories: asset-based finance (including ABCP programs), senior
unsecured instruments (bonds, debentures, commercial paper) and
deposits received through GRENKE Bank AG and placed at the dis-
posal of the Group through the purchase of lease receivables. Sen-
ior unsecured instruments continue to occupy a dominant place in
the financing structure with a portion of approximately 51 % (as of
March 2022). Giving consideration to the large number of transac-
tions and lively activity on the capital market, the Group as a whole
depends on this market functioning well, but it remains subdued at
present because of existing uncertainties. In view of the broad mix
of funding sources, there are essentially no major concentrations.
The Group continues to enjoy a good liquidity position, as illustrated
by an LCR of 239.9 % (as of March 2023). The NSFR stands at
109.5 % and exceeds the regulatory requirement by a reasonable
margin.

GRENKE AG has a proven and resilient business model and has
been operating in the market for more than 40 years. Thanks to its
legacy of national and international expansion and the focus on
small-ticket lease financing for the IT and office technology sectors,
the Group has established a prominent position in its segment. The
company'’s offering is primarily targeted at small and medium-sized
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enterprises. It also offers factoring and banking services, such as
cash investments, to private and commercial customers. Highly
standardized products and IT-assisted, largely automated pro-
cessing enable it to conduct business quickly and efficiently with low
unit costs. In this connection, the continuous improvement and sim-
plification of processes by way of targeted digitalization is a highly
important factor. With the aim of further enhancing efficiency and
digitalization, the Group is currently pursuing a digital excellence
program with an investment volume of around EUR 45 to 50 million,
focusing in particular on transformation towards cloud technology
as well as automating the core leasing processes.

Rating drivers

Factors capable of improving the rating result include, above all, a
strengthening of the long-term earnings position and further im-
provements in profitability beyond the current level. Besides an im-
proved market climate, continuing determined efforts to resolve the
outstanding material findings of the supervisory authority and the
disclosure of its final assessment could likewise exert a positive in-
fluence on the rating.

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

Unexpected economic or legally relevant negative outcomes arising
from the supervisory authority’s assessment could also weigh upon
the rating result. In view of the high degree of process automation,
general consideration is to be given to the company’s elevated de-
pendence on functioning IT systems and the availability of suitable
skilled (IT) employees. The armed conflict between Russia and
Ukraine and its implications are a source of considerable uncer-
tainty as regards future economic developments, and could also
place a burden on the rating result.
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Regulatory disclosure requirements
Name and function of analysts:
Stefan Koll, Lead Rating Analyst, Manager GBB-Rating, Cologne
Philipp Krohs, Lead Rating Analyst, Manager GBB-Rating, Cologne
Company address:
GBB-Rating Gesellschaft fur Bonitatsbeurteilung mbH, Kattenbug 1, 50667 Cologne

Members of the rating committee:

Alexander Gouverneur, Manager GBB-Rating, Cologne
Stefan Groos, Senior Manager GBB-Rating, Cologne
Robert Avila, Senior Analyst GBB Rating, Cologne

Date Rating Committee Notification Issue
First rating 10/01/2014 10/01/2014 10/06/2014
Current rating 06/30/2023 07/04/2023 07/06/2023

Validity:

Rating: 12 months
Outlook: 24 months

Subsequent rating changes after notification to the rated entity:
none

Major sources of information for the rating:

Annual report as at 12/31/2022

Beantwortung eines detaillierten Fragebogens Annual report as at 12/31/2022
Management call on 06/13/2023

Further disclosures and company specific information

Statement about the quality of information available (including potential restrictions):
The quality and extent of information (interviews and documents) were suitable to obtain a comprehensive picture of
the company and to assign an objective, transparent and professional credit rating

Applicable rating methodology, rating type and release:

Solicited Rating
Methodology for Rating Leasing 2.3.04
https://www.gbb-rating.eu/rating.html#methoden

Bedeutung der Ratingkategorie:
https://www.gbb-rating.eu/rating.html#Ratingskala

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

Legal remarks

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

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

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

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

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