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Media Release | Jul 25, 2018

Deutsche Bank reports net income of 401 million
euros in the second quarter of 2018 and stronger
capital and leverage ratios

Christian Sewing, Chief Executive Officer, said: “In the second quarter we
accelerated the reshaping of our bank significantly and proved the resilience of our
global business. We’re making important changes to our core businesses as
promised, we're headed in the right direction on costs, and our balance sheet quality
is strong. This gives us the flexibility to invest in areas where we have particular
strengths.”

Deutsche Bank (XETRA: DBKGn.DB / NYSE: DB) reported net income of 401 million
euros in the second quarter of 2018, down 14% year-on-year, on profit before tax(1)
of 711 million euros, down 13% year-on-year.

These results were achieved against a backdrop of accelerated implementation of
strategic measures announced by the new management team at the beginning of the
quarter.

For the first six months of 2018, profit before tax was 1.14 billion euros and net
income was 521 million euros.

The Common Equity Tier 1 (CET1) ratio rose from 13.4% to 13.7% in the quarter
and remains well above the bank’s target of over 13%. The fully loaded leverage
ratio rose from 3.7% to 4.0%, as management executed on its strategic objective to
reduce leverage exposure in the Corporate & Investment Bank.

Net revenues were 6.6 billion euros, essentially unchanged versus the second
quarter of 2017 on a reported basis. Group net revenues included a positive
impact of 56 million euros from Debt Valuation Adjustments (DVA), compared to a
negative impact of 179 million euros from DVAs and spreads on the bank’s own
credit in the prior year quarter. For the first six months of 2018, revenues were 13.6
billion euros, down 3% year-on-year.

Costs reflect progress toward financial targets. Total noninterest expenses were
5.8 billion euros, up 1% year-on-year. The increase was driven by higher
Restructuring & Severance costs, which at 239 million euros were more than double
the level of the prior year quarter, reflecting management action to reshape the
Corporate & Investment Bank in line with announced strategy adjustments. The
quarter includes a small release of litigation provisions.
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Adjusted costs were 5.6 billion euros, down 1% year-on-year. Management
achieved a reduction in non-compensation costs by reducing professional service
fees and external vendor spend.

Compensation and benefits expenses were higher year-on-year. This reflected
higher deferrals resulting from the normalisation of the bank’s compensation
framework in 2017 and a more even distribution of current-year variable
compensation accruals across quarters.

For the first six months of 2018, total noninterest expenses were 12.2 billion euros,
up 2%, year-on-year. Adjusted costs were 11.9 billion euros, essentially unchanged
year-on-year.

Management reaffirms the bank’s 2018 adjusted cost target of 23 billion euros, given
progress made on the implementation of the strategy. In addition, the vast majority of
bank levy charges were accounted for in the first quarter of the year.

Workforce reductions reflect implementation of the strategy. On a full-time
equivalent basis, the number of internal employees was 95,429 at the end of the
quarter, the lowest level since the acquisition of Postbank in 2010. This was down
approximately 1,700 in the quarter. The reduction primarily reflects management
action to implement strategic measures announced in April 2018. In the year to date,
workforce reductions came to 2,100 full-time equivalents.

Management believes the bank is on track to reduce the workforce, as previously
announced, to below 93,000 by the end of 2018 and well below 90,000 by the end of
2019.

Capital and leverage ratios both strengthened during the quarter. The CET1
ratio rose from 13.4% to 13.7%, well above the bank’s target of above 13%. This was
achieved primarily through a reduction in risk weighted assets to 348 billion euros which
arose predominantly in the Corporate & Investment Bank.

The bank’s leverage ratio rose from 3.7% to 4.0% on a fully loaded basis and from 4.0%
to 4.2% on a phase-in basis during the quarter. This compares to the bank’s medium-
term target of 4.5% (phase-in). Leverage exposure declined by 85 billion euros on a
reported basis, or by 114 billion euros on a foreign exchange-neutral basis. This
reduction was driven by management action in the Corporate & Investment Bank, where
leverage exposures were reduced by 86 billion euros on a reported basis. This was
primarily due to the announced strategic reshaping of the business.

Both credit and market risk remained close to historic low levels. Provision for
credit losses was 95 million euros in the quarter, up from 79 million euros in the second
guarter of 2017. Year to date provision for credit losses represents 9 basis points of
loans at amortised cost on an annualised basis. Average Value at Risk (VaR) was 26
million euros in the quarter versus 32 million euros in the second quarter of 2017.



