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We invest in winners. That means we invest
in strong companies that create value for
their shareholders with sustainable business
models, solid balance sheets and high mar-
gins. We keep the risks low and invest when
our position is fuelled by a positive event. We
refer to that as the combination of value and
event.

DZ Bank Capital Funding Trust Il

Within the cooperative financial group, DZ
Bank functions as the main institution for
more than 1,100 credit unions, which support
approximately 30 million clients via 13,350
business branches. The main pillars of the
allfinance offering of the DZ Bank Group in-
cludes the Volksbanken and Raiffeisen-
banken, as well as Bausparkasse Schwabisch
Hall, DG Hyp, VR Leasing, R+V Versicherung,
Union Investment and DZ Privatbank. Meas-
ured by its total balance sheet (EUR 400 bil-
lion) and business volume (EUR 600 billion),
the DZ Bank Group together with its strong
brands is one of Germany's largest financial
services organisations. Thanks to its stable
profit and risk profile and given the resilient
quality of its assets, the DZ Bank Group gen-
erated a net profit of EUR 1 billion in 2012. At
the same time, the company also offers up
good capital resources and considerable refi-
nancing ability. The ownership structure
forms the basis for this stability. Approxi-
mately 17 million customers are the owners of
the credit unions. They in turn are the owners
of DZ Bank AG, whose balance sheet was
strengthened by a capital increase in 2009.

The regulatory capital resources of DZ Bank
AG amounted to EUR 14 billion as at 31 De-
cember 2012. At that time, almost EUR 5
billion of subordinate liabilities was recog-
nized as liable equity capital of DZ Bank AG
pursuant to sec. 10 para. 5a of the Banking

Act (KWG). Its creditors include numerous
customers of the Volksbanken and Raiffeisen-
banken.

This connection turned our interest to one of
the seven DZ Bank TIER 1 subordinated bonds.
The conditions of the bond exclude a reduc-
tion in the nominal value. Interest payments
depend on earnings. Omitted interest pay-
ments must not be paid subsequently. The
bond was issued in 2004 and has no final ma-
turity. Owners do not have a termination
right, in contrast to the issuer. Such a right
falls on the quarterly interest payment dates,
on which the coupon becomes due on a pro-
rata basis at the amount of the 3M Euribor
plus a margin of 160 basis points p.a.

We purchased the bond in September 2012, at
44% of its nominal value. Despite the fact that
the share price increased to 55% in the mean-
time, it is trading with a high discount on the
nominal value due to its long term and low
interest rate. While the 3M Euribor still
reached a high of 5.4% in 2008, yields are now
minimal given the current interest rate envi-
ronment. The interest rate is at a historic low
of 0.2%. The current interest for the bond is
therefore 3% (6% until the end of the term)
p.a. The remaining share price risk from in-
terest reagibility is minimal. On the other
hand, a general rise in interest rates, a buy-
back or premature redemption of the bond
would have the effect of directly increasing
our return from this investment.
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Note: The data is for informational purposes only. The published information does not constitute any counseling or advice or a recommenda-
tion to subscribe or an offer to buy or sell any securities or other financial products. The sales prospectus, the current financial report and the
current half-year report are the sole binding basis for the purchase of fund units. Historical data is no guarantee of future results. All data are
subject to change. All information without engagement. The notices are governed by the law of the Federal Republic of Germany.



