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Dresdner Bank AG

Overview
2008 represents a major turning point in Dresdner Bank's 137-year history. In the course of the
year, the Bank increasingly had to face the growing effects of the global financial market crisis.
Between March and August 2008, Dresdner Bank successfully developed a project to hive off the
Private & Corporate Clients and Dresdner Kleinwort divisions with a view to potentially implementing other strategic options. Then, in August 2008, Allianz, as the Bank's sole shareholder,
decided to sell Dresdner Bank as a whole to Commerzbank AG.
The development of the financial market crisis – in particular in the fourth quarter of 2008 – led
to a loss for the year of €6.2 billion and to a significant reduction in the core capital ratio. In
view of the current risks, this ratio is not sufficient to enable Dresdner Bank to continue its
business operations independently – even taking into account the measures to strengthen the
Bank's capital that have been agreed but not yet fully implemented by Allianz. Details are described in the section entitled “Business Development”.
In the course of the takeover of Dresdner Bank, Commerzbank stated that Dresdner Bank will be
merged with Commerzbank in the spring of 2009. This will mark the end of the history of
Dresdner Bank as an independent credit institution.
Organisation and general framework in fiscal year 2008
As one of the leading commercial banks in Germany, Dresdner Bank offers private and corporate customers, as well as institutional clients in Germany and abroad, a broad range of banking products and financial services. These include loans and deposits, securities and custody
services, payment transactions and the trading and capital market business. Dresdner Bank
also distributes life, health and non-life insurance products from the Allianz Group.
Dresdner Bank again competed over the last fiscal year with other financial service providers in
the areas of customers, products and markets. It is able to meet individual customers' wishes
by providing both attractively priced standard products and complex banking products and
solutions requiring in-depth consulting. Overall, we had approximately 6.3 million customers
as at the end of fiscal year 2008.
Dresdner Bank AG has a network of 865 branch offices – 847 in Germany and 18 abroad. The
Bank is represented in all key financial centres around the globe. As against the previous year
(856 branch offices), this represents a total increase of 9 branch offices, which is due to the
expansion of our network of bank agencies.
Dresdner Bank is an Aktiengesellschaft (German public limited company) domiciled in Frankfurt/Main, Germany. It is registered in the Commercial Register of the Frankfurt/Main Local
Court under number HRB 14000. Its legal framework is laid down in its Articles of Association,
in the version dated 23 June 2008.
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From 2001, the year of the combination with Allianz, until 11 January 2009, Dresdner Bank AG
was a wholly owned subsidiary of Allianz SE, Munich. Dresdner Bank AG's shares were held
indirectly by Allianz SE. The Bank's share capital amounts to €1,503 million. Since 12 January
2009, Dresdner Bank AG has been a wholly owned subsidiary of Commerzbank AG, Frankfurt
am Main.
Takeover of Dresdner Bank AG by Commerzbank AG
Allianz SE and Commerzbank AG reached an agreement on 31 August 2008 regarding the takeover of Dresdner Bank AG by Commerzbank AG. The Supervisory Boards of Allianz SE and
Commerzbank AG approved the agreement at their meetings on 31 August 2008. At the end of
November 2008, Commerzbank and Allianz agreed to accelerate the previously agreed takeover
schedule, under which the full takeover would not have been completed until the second half of
2009. Commerzbank accordingly completed the takeover on 12 January 2009 and is now Dresdner Bank's sole shareholder. The merger of the two companies will take place in the second
quarter of 2009.
Commerzbank and Dresdner Bank are using the merger as an opportunity to create a German
market leader on a European scale. Together, the two banks have a powerful sales organisation
in the German banking sector. Commerzbank's business model will be supplemented by
Dresdner Bank's proven securities expertise. The new bank has a balanced mix of activities as
well as good growth prospects. It will focus primarily on the following segments: private
customers, middle-market companies and Central/Eastern Europe, as well as on corporates
and markets and commercial real estate.
Together, the two companies will become a leading bank with eleven million private customers
in Germany and will be even more accessible going forward for private customers and the middle market with a total of 1,200 branches. The new bank has an attractive product portfolio,
which it can use to further expand its market share. Together, the two banks will systematically
improve their already strong position, especially in the German middle market. The new bank
will serve a total of more than 100,000 corporate and institutional clients.
The two banks complement each other in the high net worth client segment. Due to Dresdner
Bank's strength in this area, the new bank can significantly close the gap on the market leader,
and will be number two in this market in Germany. Dresdner Bank had recently invested in
expanding its domestic and international presence in this business area.
In the investment banking segment, Dresdner Kleinwort's activities are to be refocused and
reduced in some areas. The remaining activities and Dresdner Bank's high level of securities
expertise will allow Commerzbank to strengthen its position as a leading investment bank for
corporates and institutional clients.

3

4

Dresdner Bank AG

Together, Commerzbank and Dresdner Bank have almost 67,000 employees. The merger will
lead to a reduction of a total of approximately 9,000 full-time positions, 2,500 of which will be
abroad. Approximately 70% of these jobs will be in settlement, management and production
units as well as in investment banking. All available methods of socially responsible staff reduction are to be used. The project established by the two banks to prepare for integration is
progressing according to plan.
Management and supervisory bodies at Dresdner Bank
Dresdner Bank AG's Board of Managing Directors had eight members as at the end of the year
under review and has comprised ten members since 19 January 2009. Without prejudice to its
joint management responsibility, the Board resolves on the allocation of individual areas of
responsibility to its members. The Board of Managing Directors reports to the Supervisory
Board in a regular, timely and comprehensive manner regarding the intended business strategy and other fundamental issues concerning corporate planning, the position and development of the Bank and the Group and key transactions, including the risk situation.
Dresdner Bank AG's Supervisory Board consists of 20 members with an equal number of shareholder representatives and employee representatives. The role of the Supervisory Board is to
monitor and advise the Board of Managing Directors in conducting business. The Supervisory
Board has formed the following committees: the Executive Committee (Präsidium), the Credit
and Risk Committee, the Audit Committee, the Operations Committee (Betriebsausschuss), the
Strategy Committee and the Mediation Committee set up in accordance with the Mitbestimmungsgesetz (German Co-determination Act).
Lists of the names of all the members of the Supervisory Board and the Board of Managing Directors of Dresdner Bank AG in 2008, the year under review, and in 2009 up until the date of preparation of the financial statements are provided in the Notes to the Financial Statements under “List
of Supervisory Board Members” and “List of Members of the Board of Managing Directors”.
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Macroeconomic Conditions
The global economy was hit in recent years by a combination of dramatic shocks: the crisis on
the US housing market, the oil price shock and the financial market crisis. Taken together,
these triggered a dramatic downturn in the global economy in the course of 2008. This left major economic sentiment indicators at the end of the year under review at a level that had not
been seen for decades. Economic performance in a large number of emerging markets slowed
significantly. Real gross domestic product in major industrialised countries has also been falling since the second half of 2008. As a result, we are now in the midst of the deepest recession
since the end of the Second World War. Governments and central banks have announced and
in some cases already implemented a number of programmes and aid packages in order to put
a stop to the economic downturn. Nevertheless, it must be expected that the negative impact of
the financial market crisis on the real economy will continue to be significant in 2009.
Economic developments in 2008
After a slight recovery in the second quarter of 2008, US macroeconomic performance fell in the
third and fourth quarters. GDP growth in both Germany and the eurozone as a whole fell in the
third quarter and particularly sharply in the fourth quarter, following only a slight decline in
the second quarter. Although Germany is not affected by the aftermath of exuberance on the real
estate markets like some other European countries, its highly export-oriented economy is being
impacted by the global decline in demand; this applies especially in the automotive sector but
also to the chemicals and metalworking industries. In addition, the spike in energy prices that
continued into the summer significantly reduced consumers' buying power, thus weakening
consumption. Only the German labour market was relatively robust up to the end of 2008.
Global economic growth
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Commodity prices began a massive downward correction over the second half of the year due
to the economic downturn in many countries. At the end of 2008, the price of crude oil was just
one quarter of its high in the middle of last year; this has significantly reduced the burden on
both consumers and industry. However, in the short term this does not change the highly critical overall conditions for the economy resulting from the financial market crisis.
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Financial market developments in 2008
The global financial market crisis reached dramatic new high points in the second half of 2008.
Following the nationalisation of American mortgage lenders Fannie Mae and Freddie Mac and
the bailout of insurance group American International Group, the collapse of Lehman Brothers
and the transformation of Goldman Sachs and Morgan Stanley into universal banks brought
the era of independent bulge-bracket investment banks to a close. After Washington Mutual,
the largest US savings bank, also collapsed, the US government, the Federal Reserve and Congress succeeded after intense negotiations in putting together a USD 700 billion aid package to
contain the crisis.
Europe felt the effects of the worsening crisis, too. Both individual enterprises and whole economies got into difficulties. The Icelandic government temporarily imposed a payment moratorium and nationalised the major banks Glitnir, Kaupthing and Landesbanki due to the danger
of their becoming insolvent.
In Germany, the federal government and the banking industry initially spread a safety net for
Hypo Real Estate, which was experiencing liquidity difficulties. The German federal government and other European countries also agreed comprehensive packages of measures to stabilise the financial markets at the beginning of the fourth quarter of 2008. The government in
Germany announced a deposit guarantee for all checking, savings and term money accounts
held by private customers at national banks. Furthermore, the federal government is providing,
for a fee, guarantees of up to €400 billion to restart the interbank market, which is currently
functioning only to a limited extent. Finally, a total of €80 billion in federal funds is available for
recapitalising banks and purchasing problem assets. These measures are combating the danger of a systemic crisis.
ABX indices for AAA/BBB tranches and iTraxx Crossover 1) credit risk index
Index points

Basis points

100

1,250

80

1,000

60

750

40

500

20

250
06/2007

12/2007

06/2008

ABX index (AAA, H1/2007 issues)
ABX index (BBB, H1/2007 issues)
1) Index of 50 sub-investment grade credit default swaps.

12/2008

06/2007

12/2007

iTraxx Crossover Europe, 5 yr.

06/2008

12/2008

Management Report

Due to the turbulence on the financial markets, capital market players kept an increasingly low
profile. In the second half of 2008, the total volume of IPOs in Europe dropped drastically, and
the number of corporate buyouts and the market value of M&A transactions fell to the lowest
levels for years. The fact that the number of transactions was only slightly below the previous
year's level is due to the small- and mid-cap segment, especially in growth sectors. The securitisation markets, especially for existing structured bonds, were particularly hard hit by the financial crisis, although international loan syndications and high-yield bonds were also down
sharply.
Increased risk aversion caused demand for low-risk forms of investment such as government
bonds to shoot up significantly: after the current yield on German government bonds slumped
to 3.7% in March of last year, it climbed to 4.8% at mid-year due to increasing fears of inflation.
At the same time, the inflation rate in the eurozone reached 4%. This was mainly due to the
rapid rise in the oil price, which hit an all-time high in June at over USD 140 per barrel. However,
it then eased noticeably again to less than USD 40 per barrel due to the deterioration in economic prospects. This led to a substantial drop in inflation forecasts. In addition, major central
banks sharply lowered their key interest rates, with the result that the current yield on German
governments bonds stood at only 2.9% at the end of 2008. The mood on the stock markets,
which had remained robust in 2007, changed suddenly at the beginning of 2008. Global stock
market indices fell dramatically as fears of a US recession took hold. By the end of the year, the
S&P500 and the DAX had fallen around 40%. The euro, which had risen to just under USD 1.60 by
the summer, dropped sharply in the fourth quarter to around USD 1.25 but recovered by the
year-end to USD 1.40.
On the international real estate markets, the risk of crises developing in commercial real estate
has also increased significantly. While the rental markets are still comparatively satisfactory,
investment markets in many regions are already recording sharp price declines. International
residential real estate markets are also affected. At present the situation is distinctly precarious
not only in the USA but also in a number of European countries. These include the United Kingdom, Ireland and Spain in particular. In general terms, the situation is particularly critical
wherever high levels of household debt are combined with predominately variable-rate mortgage loans.
Sector developments in 2008
The liquidity situation in the banking sector remained tight throughout 2008. On the money
market, mistrust between banks increased further, prompting central banks to continue their
resolute liquidity measures. Many banks also used securitised mortgages as collateral in their
transactions with the central banks because they can no longer place these on the market.
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Even after leading central banks made concerted cuts in key interest rates at the beginning of
October and followed these up with additional cuts later on, the situation on the money markets had not eased noticeably by the end of 2008.
ECB key rate/three-month Euribor and Fed key rate/three-month Libor
Percentage points

Percentage points

6

6

4.5

4.5

3

3

1.5

1.5

12/2005

12/2006

Three-month Euribor

12/2007

ECB key rate

12/2008

12/2005

12/2006

Three-month Libor

12/2007

12/2008

Fed key rate

The question of the impact on earnings of the financial crisis also remains an issue. Research
by a number of news agencies indicates that the write-downs – in particular on structured
securities – required by banks around the world as a result of the financial market crisis triggered by the subprime crisis amounted to more than USD 1,000 billion by the end of 2008.
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Business Development
Dresdner Bank's business development in fiscal year 2008 was dominated by the ongoing financial crisis and its increasing impact on the market environment and the real economy.
Many of the key international financial market indices deteriorated dramatically in the course
of the year – especially since the end of the third quarter – significantly affecting the performance of the banking sector.
As a result of the financial market crisis, Dresdner Bank – like many other banks worldwide –
suffered a substantial decline in income due to remeasurement effects and the need for risk
provisioning throughout the year, and in particular in the fourth quarter. These negative factors
caused by the financial market crisis totalled approximately €6.6 billion. The massive reduction
in earnings led to a total loss of €6.2 billion being recorded. During the determination and appropriation of net profit or loss, this loss was reduced by reversing almost all of the capital reserves and retained earnings. For the amount in excess of this, we utilised the capital made
available by a silent partner contribution and the issue of profit-participation certificates, in
accordance with the terms and conditions of the issue.
The loss substantially reduced both balance-sheet and regulatory capital. Against this background, the Bank's economic risk-bearing capacity was not ensured as at 31 December 2008.
Without additional countermeasures, the continued existence of Dresdner Bank as a going
concern is therefore at risk.
In the period under review, the Bank continuously informed all national and international
regulators about business developments and its earnings and capital situation. The discussions held in the course of the takeover of Dresdner Bank by Commerzbank suggest that the
measures to realign the Bank will be supported by the regulatory authorities.
Development of the divisions
In the past fiscal year, we continued sharpening the profile of our product and service offering.
The successes of our enhanced positioning in our customer business are apparent; however,
these were eclipsed by the difficult market environment, in particular in Investment Banking.
Our Private & Corporate Clients division recorded a total of 6.3 million customers at the end of
the year. After adjustment for the customers of Oldenburgische Landesbank, which was deconsolidated at the end of 2008, our customer numbers again increased in 2008. The division's
established structure comprising Personal Banking, Private & Business Banking, Corporate
Banking and Private Wealth Management supports our sales organisation not least thanks to
its clearly defined customer responsibilities. In addition, the advisory concept in the lending
business that started operations in 2008 contributed to a significant increase in new business,
with 11% growth in mortgage lending alone.
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In Personal, Private and Business Banking, a uniform management and sales process was established as part of the “Success through Customer Focus” strategic initiative introduced in
2008, firmly underpinning the implementation of our pledge to customers. We again increased
our customer base in this business area (+4%). Despite the difficult market environment in
2008, Dresdner Bank continued its positive cooperation with Allianz's agencies in the private
customer business.
Private Wealth Management offers our high net worth clients specially tailored, end-to-end
advice at more than 50 locations worldwide. In addition to successfully intensifying our cooperation with the Bank's Corporate Banking unit, we further strengthened our presence in
selected core and growth markets by opening a location in Dubai, acquiring two Dutch asset
managers and expanding our branch networks in the United Kingdom and the Netherlands,
among other things. As a result, we again increased the number of high net worth clients.
Our specialist teams of advisors in the Corporate Banking unit, who are based at just under 60
locations, provide support for our middle-market corporate clients. The client base grew by 3%
year-on-year and the lending volume was up by 9%. We launched a comprehensive middlemarket initiative in 2008 that focused in particular on providing end-to-end support for our
clientele of owner-managed small and medium-sized companies. A large number of clients use
our comprehensive advisory offering for corporate and personal issues, which combines the
expertise of Corporate Banking and Wealth Management.
In fiscal year 2008, the Investment Banking division was affected to a greater extent by both the
credit crisis and the continuous deterioration in market conditions.
We kept revenue from clients stable despite the crisis. For example, revenue in the International Products, Global Cash Management and Fixed Income, Currency & Commodities units
increased, whereas advisory services and equities trading suffered from the poor market conditions. In addition to a global presence, our strengths include our ability to develop innovative
products and to offer our customers optimum solutions.
The foreign currency business recorded significant growth due to the high volatility on the
markets; however, this was offset by aggressive write-downs, mainly relating to credit trading
assets and a strategic risk reduction in the Bank's trading books.
Our main focuses in 2008 were on being a reliable partner for our customers in difficult times
and on systematically reducing the risk positions in our trading book in the areas where this
was possible given the limited market liquidity.
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Significant events in the past fiscal year
In March 2008, the Board of Managing Directors and Supervisory Board discussed the next stage
of our “Neue Dresdner Plus” programme and resolved to hive off our business with private and
corporate clients to a separate legal entity. Following the measures taken in recent years to
focus our two divisions, Private & Corporate Clients and Dresdner Kleinwort, on our customers
and to streamline our settlement and management processes under our “Neue Dresdner Plus”
programme, the goal of the planned hive-off was to legally separate the two divisions so as to
leverage the resulting business opportunities. This initiative was implemented successfully up
to formal entry of the hive-off in the commercial register and the filing of an application for a
banking licence, but was then stopped and a different strategic course of action was resolved
with regard to the future of Dresdner Bank.
Allianz SE and Commerzbank AG reached an agreement on 31 August 2008 regarding the takeover of Dresdner Bank AG by Commerzbank AG. The Supervisory Boards of Allianz SE and Commerzbank AG approved the agreement at their meetings on 31 August 2008. Since 12 January
2009, Dresdner Bank AG has been a wholly owned subsidiary of Commerzbank AG, Frankfurt
am Main. Details on the takeover can be found under “Takeover of Dresdner Bank AG by Commerzbank AG” in the “Overview” section.
The new “dresdner bank direct24” product line launched in May is allowing Dresdner Bank to
further expand its position in the private customer business. The new offering is aimed at customers who wish to purchase simple banking products via the Internet – both new customers
and those who already use the Bank's advisory services. By the end of the year under review, the
new “dresdner bank direct24” product line had around 700,000 users.
Dresdner Bank further increased its presence in the Benelux countries by acquiring two Dutch
asset managers. It purchased all the shares of Franke & Partners Pensioenadvies en Vermogensbeheer B. V., Maastricht (“Franke & Partners”) and De Vries & Co. B. V., Blaricum (“De Vries”) via
its wholly owned subsidiary Dresdner VPV NV, Gouda (“Dresdner VPV”). Both asset managers
specialise in private wealth management. The acquisition of these two companies enables
Dresdner VPV to further extend its business opportunities in the Netherlands.
The Bank increased its presence in the Middle and Near East by opening a subsidiary in Dubai,
“Dresdner Bank (DIFC) Limited”, at the end of November. The newly established location in Dubai will in future offer high net worth private clients access to the Dresdner Bank Group's services and products in the area of Private Wealth Management. The Bank's presence in Dubai
will expand its market position in the Middle and Near East.
As part of the agreement reached between Allianz SE and Commerzbank AG at the end of August under regarding the takeover of Dresdner Bank AG by Commerzbank AG, certain assets
were sold to Allianz SE or to one of Allianz SE's affiliated companies at the end of the year. These
assets comprise Oldenburgische Landesbank (OLB) and a number of selected equity interests
and buildings.
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Result of Operations
Dresdner Bank AG recorded a loss before tax of €6.2 billion for fiscal year 2008, after a profit
before tax of €1.1 billion in the previous year. The reported loss related to the direct and indirect
effects of the financial market crisis. It was due primarily to value adjustments on ABSs, hedges
with monolines and the K2 structured investment vehicle in the result from financial transactions item; in addition, the risk provisioning item recorded a significant increase in writedowns.
The following table provides an overview of Dresdner Bank AG's income statement for 2008 and
2007:
2008
€m

2007
€m

Change
€m

Net interest and current income

3,393

2,793

600

21.5

Net fee and commission income

1,560

1,739

-179

-10.3

Result from financial transactions

%

-5,710

-863

-4,847

<-100.0

Administrative expenses

4,015

4,036

-21

-0.5

– Personnel expenses

1,811

1,881

-70

-3.7

– Other administrative expenses

2,013

2,056

-43

-2.1

191

99

92

92.9

500

406

94

23.2

2,094

-1,356

3,450

429

-193

622

-194

-17

-177

<-100.0

-49

-52

3

5.8

-6,180

1,133

-7,313

-2

189

-191

-6,178

944

-7,122

– Depreciation of tangible fixed assets
Other operating income/expenses
Risk provisioning (net)
Result from investment securities
Income from/cost of loss absorption
Extraordinary income/expenses
Profit/loss before tax
Tax income/expense
Profit/loss for the period

The loss for 2008 resulting from the massive reduction in earnings amounted to €6,178 million,
after a profit of €944 million in the previous year.
Details of the individual income and expense items are as follows:
Net interest and current income
At €3,393 million in the year under review, net interest and current income was up by 21.5% on
the prior-year figure (€2,793 million). The increase of €600 million related to the fact that neither interest income nor current income declined as sharply as interest expenses. Interest
income decreased in line with the reduction in the volume of collateralised money market
transactions. The reduction in trading portfolios led to a decline both in interest income from
fixed-income securities and registered government debt and in current income from equities.
In addition, there was a drop in current income from other equity investments and shares in
affiliated companies. However, income from profit transfer agreements increased substantially
due to the reclassification of equity investments and a special dividend. The sharp decrease
in interest expenses was mainly attributable to the reduction in the volume of collateralised
money market transactions used to refinance trading portfolios, as well as to lower deposits.
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Net fee and commission income
At €1,560 million, net fee and commission income was 10.3% below the prior-year figure (€1,739
million). Our securities business, which makes the largest contribution to net fee and commission income, at around 46%, was impacted by the cautious approach taken by clients. Demand
for fund units and in particular equities and certificates fell due to declining stock market prices. This led to a decrease in fee and commission income from these transactions. The bond
commission business was the only area in which we recorded growth. At €715 million, our total
securities business was down by approximately 29% on the previous year.
The substantial drop in underwriting activity on the capital markets led to a decline in fees and
commissions from this business area by 10.1% year-on-year to €63 million. Fees from the foreign currency business also decreased, falling by just under 20% to €70 million. By contrast,
income from the Bank's agency business for Allianz increased.
Result from financial transactions
With regard to the result from financial transactions, we reported a massive loss of €5,710 million in the past fiscal year (previous year: loss of €863 million). This significant deterioration
was predominantly due to value adjustments on certain trading portfolio securities – in particular on structured credit products such as collateralised debt obligations (CDOs) and US
residential mortgage-backed securities (US RMBSs). Value adjustments were also charged on
exposures to monolines and structured investment vehicles. By contrast, foreign currency and
precious metals trading recorded encouraging year-on-year growth, which was attributable
among other things to increased volatility and higher trading volumes in these segments.
Administrative expenses
At €4,015 million, administrative expenses were on a level with the previous year (€4,036 million). Total personnel expenses fell by 3.7% year-on-year to €1,811 million (previous year: €1,881
million). Factors contributing to the reduction included the fact that performance-related remuneration was dispensed with to a large extent and lower current wages and salaries as a
result of the decline in the average annual number of FTEs. However, additions to pension provisions and expenses in connection with standard change of control clauses increased.
At €2,013 million, other administrative expenses were down 2.1% on the previous year (€2,056
million). While occupancy expenses as well as IT costs and consulting fees fell slightly, we recorded an increase in expenses for third-party services.
Amortisation of intangible fixed assets and depreciation of tangible fixed assets almost doubled in the year under review to €191 million (previous year: €99 million). The increased expense relates to the need to recognise impairment losses on a subsidiary due to the reorganisation of business activities and to a write-down on the “Jürgen-Ponto-Platz 1 (Silver Tower)”
building.
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Other operating income/expenses
Net other operating income and expenses amounted to €500 million in the year under review,
as against €406 million in the previous year. Other operating income rose by around 29% yearon-year to €789 million, while other operating expenses were up by around 39% on the previous
year to €289 million.
Other operating income recorded increases in effects from intragroup reimbursements and
currency translation differences (the difference between the relevant exchange rate and the
closing rate, in particular for sterling). In addition, a write-down of an office building used by
the Bank was reversed. By contrast, income from fiscal entity tax allocations and from the reversal of provisions decreased. Other operating expenses primarily included higher losses from
the sale of receivables and compensation payments.
Risk provisioning (net)
Risk provisioning in 2008 impacted the income statement in the amount of €2,094 million (previous year: positive effect of €1,356 million). This substantial swing as against the prior-year
figure related both to negative effects from loan impairment losses and to value adjustments in
net income from the liquidity portfolio. We also released general banking risk reserves in the
previous year.
With regard to loan impairment losses, we recorded a sharp increase in net additions for individual risks in the period under review, which related primarily to the need for risk provisioning
in connection with the current financial crisis – including the collapse of Lehman Brothers and
our exposures to Icelandic banks and leveraged finance. This contrasted with only minor reversals of allowances and provisions for general risks.
In the year under review, the result from our securities-based liquidity portfolio primarily reflected write-downs of the Bank's holdings of treasury shares, which more than offset the gains
from the disposal of non-strategic shareholdings recorded in 2008 by a considerable amount.
In the previous year, this item mainly comprised gains from the disposal of non-strategic shareholdings.
In the year under review, we released the fund for general banking risks amounting to €174
million that was set up in accordance with section 340g of the HGB.
Result from investment securities
The result from investment securities amounted to €429 million (previous year: €-193 million).
This figure mainly includes gains from the sale of shareholdings to Allianz in connection with
the takeover of Dresdner Bank AG by Commerzbank, as well as gains from intragroup transactions. These contrast with write-downs of other equity investments.
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Cost of loss absorption
Net income and expenses from loss absorption amounted to €-194 million in the year under
review, as against €-17 million in the previous year. This was due to write-downs of shares in
industrial holdings owned by a subsidiary, which were partially offset by income from the utilisation of profit-participation certificates.
Extraordinary income/expenses
Net extraordinary expenses amounted to €49 million in the period under review, compared
with €52 million in the previous year. This figure related to restructuring charges in connection
with the plan to hive off the private and corporate clients business to a separate legal entity,
which was resolved at the beginning of the year under review.
Tax income/expense
The tax income/expense item of €-2 million includes both income taxes (€-5 million) and other
taxes (€3 million). The tax income reported (as against the tax expense of €189 million in the
previous year) is due to the loss before tax and tax reimbursements for previous years.
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Net Assets and Financial Position
Dresdner Bank AG's equity as at 31 December 2008 decreased from €8.7 billion to €2.5 billion,
due in particular to the massive reduction in earnings. Total assets fell by 24.1% as against the
prior-year closing date to €329.7 billion.
The decline of €104.8 billion related mainly to the reduction in the volume of collateralised
money market transactions affecting both loans and advances and liabilities, in particular in
the fourth quarter of 2008. This in turn was primarily attributable to muted levels of activity by
players on the money market in view of the tight liquidity situation. A further reason for the
decline in total assets was the reduction in debt instruments and equities. In contrast, cash
balances at central banks increased sharply due to the cash management policy adopted as a
result of the difficult capital market environment.
Assets
Primarily as a result of the decrease in collateralised money market transactions, loans and
advances to banks declined by €39.1 billion to €61.4 billion and loans and advances to customers by €49.8 billion to €130.6 billion.
We also recorded a moderate decrease in our lending business in 2008, with the lending volume falling by 5.2% year-on-year to €103.7 billion.
Lending volume
Customer lending

31/12/2008
€m

31/12/2007
€m

Change
€m

%

94,930

98,289

-3,359

– Residual term of less than 5 years

66,537

66,991

-454

-0.7

– Residual term of more than 5 years

28,393

31,298

-2,905

-9.3

8,819

11,156

-2,337

-20.9

8,262

10,529

-2,267

-21.5

557

627

-70

-11.2

103,749

109,445

-5,696

-5.2

Loans to banks
– Residual term of less than 5 years
– Residual term of more than 5 years
Lending volume1)

-3.4

1) Excluding collateralised money market transactions.

Around 59% of the €5.7 billion decline in the lending volume is attributable to customer business, and 41% to bank lending business. While the decrease in customer lending primarily
affected longer-term products, the drop in loans to banks related almost exclusively to the
short- to medium-term lending business.
We reduced our holdings of debt instruments by €16.1 billion, or 24.8%, to €48.6 billion. Holdings of money market instruments fell by €2.0 billion to €2.5 billion, while bonds and notes
decreased by €14.2 billion; €8.6 billion of this figure related to bonds and notes from other issuers. Overall, the drop in volumes related exclusively to the trading portfolio, and was partially
offset by an increase resulting from a reclassification to bonds carried as fixed assets in the
amount of approximately €2 billion.
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The equities and other variable-rate securities item amounted to €11.1 billion at year-end 2008.
This represents a substantial year-on-year decline of €18.9 billion or 62.9% and was due in particular to the reduction of trading portfolios.
At €4.1 billion, shares in affiliated companies were down by €0.9 billion year-on-year. The decline related mainly to the sale of Oldenburgische Landesbank and selected equity interests in
banks to Allianz as part of the agreement reached between Allianz and Commerzbank under
which Commerzbank took over Dresdner Bank AG. These contrasted with changes in the value
of other equity investments.
The treasury shares item, which comprises the treasury shares purchased from Allianz in fiscal
year 2007, decreased by 66.3% to €0.4 billion due to write-downs caused by general market developments.
Other assets rose by 20.9% to €48.6 billion. This was attributable to higher accrued interest on
derivatives in connection with significant growth in the volume of these transactions.
Liabilities
Compared with year-end 2007, the volume of deposits and securitised liabilities decreased by
29.9% to €260.0 billion. This was primarily due to both significantly lower volumes of collateralised money market transactions and the decrease in deposits from banks and institutional
customers resulting from the changes in investment behaviour caused by the financial crisis.
This contrasts with a rise in domestic private customer business.
Deposits and securitised liabilities
Liabilities to banks

31/12/2008
€m

31/12/2007
€m

Change
€m

%

87,945

155,516

-67,571

-43.4

– Payable on demand

28,752

35,239

-6,487

-18.4

– Time deposits

59,193

120,277

-61,084

-50.8

143,697

178,843

-35,146

-19.7

Liabilities to customers
– Savings deposits

73

86

-13

-15.1

– Payable on demand

68,816

80,211

-11,395

-14.2

– Time deposits

74,808

98,546

-23,738

-24.1

Securitised liabilities

28,344

36,405

-8,061

-22.1

– Debt instruments issued

15,409

16,191

-782

-4.8

– Other securitised liabilities

12,935

20,214

-7,279

-36.0

259,986

370,764

-110,778

-29.9

44,695

106,425

-61,730

-58.0

Deposits and securitised liabilities
Of which: collateralised money market transactions

Liabilities to banks decreased by 43.4% year-on-year to €87.9 billion. Call money fell by 18.4% to
€28.8 billion, while time deposits – largely deposits with short maturities – were down by
around a half to €59.2 billion.
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Liabilities to customers amounted to €143.7 billion. While call deposits from customers decreased by €11.4 billion as against the previous year to €68.8 billion, time deposits from customers – particularly for terms of up to three months – dropped by €23.7 billion to €74.8 billion.
Overall, the reduction in the volume of collateralised money market transactions accounted for
around two-thirds of the decline in customer deposits.
Securitised liabilities fell by 22.1% to €28.3 billion. While there was only a minor decrease in
debt instruments issued, we reduced other securitised liabilities – primarily short-term money
market securities – by €7.3 billion or 36.0% to €12.9 billion.
A detailed breakdown of the maturity structure is given in the Note entitled “Analysis of
loans/advances and liabilities by residual term”.
Other liabilities rose by 25.8% to €52.1 billion. In particular, this was attributable to higher accrued interest on derivatives in connection with significant growth in the volume of these
transactions.
Provisions amounted to €4.1 billion at year-end 2008. The 11.9% increase resulted primarily
from the recognition of a provision for an obligation relating to a backstop line.
The fund for general banking risks in accordance with section 340g of the HGB was reversed to
income as at the year-end.
Equity
Equity reported in the balance sheet as at 31 December 2008 decreased dramatically to €2.5
billion (previous year: €8.7 billion) due to the developments on the capital markets caused by
the financial market crisis and the resulting massive reduction in earnings in fiscal year 2008.
The release of a substantial proportion of reserves reduced the net accumulated loss as at 31
December 2008 to €0.2 billion.
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Risk Report
Risks facing Dresdner Bank as part of the Dresdner Bank Group
Dresdner Bank AG's risk control and risk management are integrated with the Group-wide
system in a manner that complies with legal and supervisory requirements. An isolated analysis of the effect of the risk types on Dresdner Bank AG that does not take into account the effects
on the other legally independent units within the Dresdner Bank Group would be neither comprehensive nor conclusive. Our holistic view of Group-wide risk management is primarily
guided by the following facts and circumstances:
 The business areas within the Dresdner Bank Group are aligned with customer require-

ments, in line with general market conditions. By contrast, a breakdown by legal entities is
based on external, local legal requirements and thus does not necessarily reflect the internal structure. For example, local legislation determines whether Dresdner Bank's banking
business in the country concerned is conducted by a branch office or an independent subsidiary. However, the obligation on the part of the management to consider the risks associated with the business is independent of this question.
 Business development within the Group depends among other things on individual risk

types and factors (e.g. customer creditworthiness, changes in market prices). The risk factors are adequately monitored and subject to corresponding risk management. Group-wide
analysis is vital for this. For example, it is irrelevant from a credit risk perspective whether
loan commitments are distributed across multiple Group companies: in the case of insolvency, it is the overall effect on the Group that is important.
 In some cases, there is a correlation between individual risk factors. The Group can only

ensure a reduction in the overall risk – for example by diversifying across customer groups,
issuers and countries – if management has at its disposal information about the scope and
type of the risk factors. These interrelationships are independent of legal and divisional
Group structures. The Bank can only make optimum use of diversification effects to reduce
risk if it manages them at a Group-wide level and across individual legal units.
 In accordance with section 2a(6) of the Kreditwesengesetz (KWG – German Banking Act),

superordinated companies need not apply the provisions contained in section 10, sections
13 and 13a and section 25a(l) sentence 3 no. 1 of the KWG. Dresdner Bank AG has notified
the banking supervisory authority that it has exercised these options. More specifically,
these options relate to the supervision of solvency, the regulations governing large exposures and certain internal control mechanisms at the level of Dresdner Bank AG for which
supervision is performed in an integrated manner at the level of the Dresdner Bank Group.
For the reasons given above, the quantitative risk reporting information at Group level required
by GAS 5-10 is provided in the Group Risk Report of Dresdner Bank AG.
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Risk-oriented Management at Overall Bank Level
The continued deepening of the financial crisis in 2008, and especially in the fourth quarter,
demonstrated the importance of professional risk management. Rapid, sustained rises in risk
premiums highlighted the limits of conventional risk measurement on occasion. At the same
time, systemic market disruption posed unprecedented challenges for risk management.
As part of the Dresdner Bank Group, Dresdner Bank was acquired in full by Commerzbank on
12 January 2009. Risk management procedures and processes are being consolidated and enhanced as part of the integration process.
For this reason, we have provided a condensed version of the information on the organisation,
principles and methods of risk management usually provided in the Risk Report that merely
goes into the material changes that took place during the period under report. A detailed and
comprehensive discussion of this information can be found in last year's Risk Report.
The Risk function – organisation
Risk management is a component of all business processes at Dresdner Bank and aims to support corporate management. Risks are identified, measured and managed and monitored in
line with our risk appetite using risk tools.
The independent function reporting to the Chief Risk Officer (CRO) is responsible for risk management and control. As part of this, the Risk function also performs the back office function for
Dresdner Bank's entire credit and trading activities, ultimate responsibility for which lies with
the CRO. Following the scheduled departure of the responsible member of the Board of Managing Directors of Dresdner Bank in spring 2008, this function was assumed until further notice
by the CRO of Allianz SE in addition to his existing duties.
Since the takeover of Dresdner Bank by Commerzbank in January 2009, the function of CRO of
Dresdner Bank has been performed by the CRO of Commerzbank in addition to his existing
duties.
The tight integration of the divisions and functions at Dresdner Bank enables timely, comprehensive and transparent risk management. Responsibilities at senior management level have
been assigned for all key risk types. In the year under review, a Market Risk unit with overall
responsibility for market risk was established within the Risk function in response to the financial crisis.
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Organisational structure of the Risk function

Divisional Partners

Corporate Centres
Risk function

Credit Risk PCC

Risk
Management IB

Loan approvals PBC
and mid-caps

Loan approvals large caps
and financial institutions

Credit process and
policies PCC

Structured finance

Market Risk
Market risk management

Group Risk
Architecture
Risk methodologies/
rating procedures

Market risk control
Country risk management

Risk Governance &
Controlling
Bank-wide risk management
Liquidity risk control

Risk data management
Portfolio management,
limitation and monitoring

Risk systems

Market risk control
(banking book)

Operational risk
management

Internal/external
risk reporting

Basel II implementation

Reputational risk
management

Intensive care
Intensive care
Loan portfolio management
Loan portfolio management
Credit risk limitation
and monitoring

Credit risk limitation
and monitoring

Group risk policies

The newly established Market Risk unit acts as a divisional partner, providing independent
management and control of market risk in the trading book for the Investment Banking division. This applies both at the product and portfolio level and in relation to significant individual positions. The Market Risk unit supports the front office units in measuring market risk and
in establishing and allocating limits. In addition, the Market Risk unit is responsible for the
processes used in the analysis (including stress testing), monitoring, and reporting of market
risk.
The responsibilities of the remaining units were unchanged as against the previous year.
In the course of the integration of Dresdner Bank with Commerzbank, the structure of the Risk
function will be adapted to the business strategy and organisation of the new enterprise, with
the approval of the bodies responsible. At an organisational level, this also includes the consolidation of the Global Intensive Care function, which is also responsible for managing the
default portfolio (including workouts).
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Risk-related committees
A number of committees have been established as decision-making bodies for cross-divisional
risk management at Dresdner Bank.
Risk-related committees

Credit Risk PCC

Risk Management
IB

Overarching

Market Risk

Group Risk
Architecture

Risk Governance &
Controlling

Risk Executive Committee
Strategy & Portfolio Committee

Credit risk

Credit
Committee

Underwriting
Committee
Stale Exposure
Committee

Market risk
Operational risk

Traded Risk Committee
Operational Risk Committee

The Market Risk Committee was responsible for ongoing monitoring of the market risk strategy
and positioning, the management of market risk and the agreement and review of the methods
applied. In the year under review, the RExCo took over part of the duties of the former Market
Risk Committee (agreement and review of the methods applied). The responsibilities of the
remaining committees were unchanged as against the previous year.
In the course of Dresdner Bank's integration with Commerzbank, the committee structure and
decision-making powers within Risk Management will be revised. The MaRisk requirements
will be observed at all times during this process. Care has been taken to ensure that a CRO function that is independent of the front office remains responsible for the back office function for
credit and trading activities during the integration phase.
Since 1 February 2009, decision-making powers at Dresdner Bank have been delegated in line
with the system used at Commerzbank.
The Dresdner Bank and Commerzbank committees for managing market risk, operational risk
and country risk were also merged.
Risk-bearing capacity and risk management
Dresdner Bank's internal risk capital model provides management with information that enables it to manage and limit risk in line with solvency and profitability considerations. Risk
capital is determined using proprietary measurement methods and serves to cover and limit
unexpected losses. It is the core management input for the allocation of capital for which a
notional return is to be generated. As in the previous year, the following risk types are included
when calculating risk capital: credit and counterparty risk (including country risk), market risk
in the Bank's trading and banking book, risk from shareholdings and real estate risk, operational risk and business risk.
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At the beginning of 2008, Dresdner Bank was granted approval by the Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin – Federal Financial Supervisory Authority) to use the advanced approaches under Basel II for measuring credit and counterparty risk (AIRBA, including
the Internal Model Method/IMM) and operational risk (Advanced Measurement Approach/
AMA). The quarterly reports required under these approaches have been submitted to the supervisory authorities as from 31 March 2008. Dresdner Bank has submitted additional rating
procedures to the BaFin for review, in order to increase the scope of activities covered by the
AIRBA. This review was completed in the fourth quarter of 2008; the approval notice for the
other rating procedures is expected before the end of the first quarter of 2009. The changeover
in the method of calculating regulatory capital to Basel II at the beginning of 2008 also led to
methodological changes in how economic risk capital is calculated internally for credit and
counterparty risk and operational risk. These changes ensure greater consistency between the
calculation of internal and regulatory capital requirements, as intended by Basel II.
Economic risk-bearing capacity and risk capital-based risk management
When calculating risk capital requirements, a risk horizon of one year is adopted for all risk
types and a confidence level of 99.93% is applied. This corresponds to a single A rating. Diversification effects between different risk types that reduce the overall risk level are taken into account when aggregating individual risks to produce the overall risk.
Dresdner Bank's risk capital requirements are reconciled with the available risk capital on a
monthly basis. The available risk capital consists of the equity as reported in the balance sheet
less goodwill and less the net present value of capitalised tax loss carryforwards. To improve
comparability with our competitors and in view of the forthcoming integration with Commerzbank, we have included hybrid capital in the available risk capital. The results of the riskbearing capacity analysis are presented to the Board of Managing Directors each month as part
of internal risk reporting.
Following the merger with Commerzbank, only the new risk-bearing capacity concept for the
new Commerzbank, which has already been agreed with the supervisory authorities, will be
used. Based on the current overall framework and taking the government support measures
(SoFFin equity injection, capital contribution) into account, the new Commerzbank's riskbearing capacity is ensured.
Regulatory risk-bearing capacity
In addition to monitoring the Bank's risk-bearing capacity in line with the internal risk capital
model, it is vital to ensure adequate regulatory capital, as measured by the core and total capital ratios, at all times.
The regulatory risk type definitions are not identical to the Bank's internal economic risk definitions. This applies in particular to regulatory credit and counterparty risk, which includes not
only economic credit and counterparty risk but also components for equity investments and
other assets not relevant to credit risk.
A clear reduction in core capital was recorded as against year-end 2007, mainly in connection
with the impact on earnings of the financial crisis.
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The risk-weighted assets declined as against the year-end. The changeover in the method of
calculating regulatory capital requirements to the new Basel II methodology at the beginning of
the year led to additional risk-weighted assets being reported for the first time for operational
risk and securitisations. These are offset by a substantial reduction in capital requirements for
credit and counterparty risk in the retail lending business and the derivatives business as a
consequence of the implementation of Basel II.
Group Audit
Group Audit audits and assesses the efficacy and appropriateness of Risk Management and
Risk Control in general and of the Internal Control System (IKS – Internes Kontrollsystem) in
particular on behalf of the Board of Managing Directors, adopting a risk-oriented and processindependent approach to do so. The Mindestanforderungen an das Risikomanagement (MaRisk
– Minimum Requirements for Risk Management) are used as the basis for this assessment.
Group Audit ensures comprehensive enterprise-wide monitoring by integrating the subsidiaries' internal audit units.
Group Audit reports directly to the CEO and performs its tasks autonomously and independently of the activities, workflows and functions to be audited. In particular, Group Audit is not
bound by any instructions with regard to its reporting and its assessment of the audit results.
To enable it to perform its duties, Group Audit has a full and unlimited right of information
covering the right to inspect all necessary data and documents and all the Bank's operating and
business processes. In the case of banking activities or processes that are outsourced to other
enterprises, the terms of the relevant agreements ensure that Group Audit can fulfil its statutory and regulatory audit duties.
Group Audit submits written reports on all audits. These are addressed to the members of the
Board of Managing Directors responsible for the areas concerned, the management of the units
audited and the auditors of the financial statements. Group Audit uses the audit reports as the
basis for monitoring and documenting the timely implementation of the action items identified. Regular progress reports are submitted to the management of the audited units and the
Board of Managing Directors.
Group Audit prepares an annual report on all audits conducted during the past fiscal year and
submits this to the Board of Managing Directors. In addition, material defects ascertained during the year under review, the measures recommended or needed to remedy them and the
implementation status of the action items are reported. The Board of Managing Directors uses
this report as the basis for preparation of its annual review report for the Supervisory Board, in
accordance with the provisions of the MaRisk.
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Risk Management
In its risk management activities, Dresdner Bank distinguishes between credit and counterparty risk, market risk, risk from shareholdings and real estate risk, operational risk, business
risk and strategic risk, liquidity risk, and reputational and environmental risk. These risk types
are presented in detail below.
Credit and counterparty risk
Credit and counterparty risk represents the potential losses from credit downgrades or defaults
by business partners (counterparties). For the purpose of risk management, it can be broken
down into credit risk from lending activities, counterparty risk from trading activities, issuer
risk from securities transactions and country risk from cross-border transactions.
General discussion of credit and counterparty risk
Dresdner Bank's credit and counterparty risk is measured and managed both at the level of
individual clients and transactions and at portfolio level.
The following risk parameters are core elements in the measurement of credit and counterparty risk: the probability of default (PD), the exposure at default (EAD) and the loss given default (LGD). These parameters are used to calculate the expected loss (EL) and the unexpected
loss (UL) for all credit and counterparty risks. The expected loss denotes the notional standard
default costs. The unexpected loss reflects the actual risk involved and is backed by regulatory
and economic capital. An internal bank credit risk model is used to calculate the unexpected
loss; this takes into account both the correlations between the individual portfolio components
and concentration effects.
(a)

Composition of the overall exposure from credit and counterparty risk

The total exposure from credit and counterparty risk comprises the credit risk from the PCC
and Investment Banking divisions' loan portfolios and the counterparty and issuer risk positions, which are primarily attributable to the Investment Banking division.
The PCC portfolio primarily comprises loans to private clients and small and medium-sized
enterprises. These were less strongly affected by the turbulence on the financial markets in
2008.
Nevertheless, we are anticipating an increase in default rates in the PCC portfolio in particular
in 2009 due to the deteriorating economic environment. In addition, the forthcoming harmonisation of the methodology used for recognising loan impairment allowances and loan loss
provisions in the course of the integration with Commerzbank will impact earnings (see also
the section entitled “Loan impairment allowances and loan loss provisions”).
The quality of the Investment Banking division's portfolio was substantially impacted by the
crisis on the capital markets; this was reflected both in significant credit defaults and in rating
downgrades in the areas of credit, counterparty and issuer risk. For further details on the quality of the portfolio held by the Investment Banking division, please see the sections entitled
“Loan impairment allowances and loan loss provisions” and “Summary assessment of the
financial crisis from a risk perspective”.
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(b)

Sector-oriented portfolio management

Dresdner Bank uses both a top-down and a sector-oriented approach to credit and counterparty risk management. To arrive at the segments, client portfolios are initially classified according to general criteria such as, for example, sector and revenue class. Specific rating procedures are then applied in line with the segment allocation.
The sector to which a client belongs is a key element of portfolio management. Regular sector
analyses are used as the basis for recommending actions for ongoing portfolio management.
These sector analyses are flanked by sector-specific stress test scenarios. In addition, Dresdner
Bank has developed a ranking system that supplements the quantitative analysis of the sector
portfolios by reflecting sector quality, measured in terms of internal and external parameters
such as the average probability of default for the sector and insolvency trends.
(c)

Determination of portfolio concentrations

Concentrating large proportions of a portfolio on single counterparties involves the risk of major losses if a particular counterparty defaults (concentration risk). Therefore portfolio concentrations are monitored closely and reflected appropriately in the risk capital.
Concentration risk is monitored at portfolio level using nominal and risk-weighted concentration measures, e.g. the shares of total portfolio limits accounted for by subportfolios or the risk
capital utilised by individual loan commitments above and beyond certain thresholds. Monitoring of the risk-weighted concentration supplements the nominal perspective since it also
takes the probability of default and collateralisation into account. At the individual client (single name) level, concentration risk is managed using a multi-level system of concentration
thresholds. Where a threshold is exceeded, specific risk management and, if appropriate, risk
mitigation measures are initiated. These can comprise, for example, the syndication of portions of loans on the capital market or single name hedging using credit derivatives. We will
take advantage of opportunities to reduce our portfolio concentration depending on future
market developments.
(d)

Credit and counterparty risk stress tests

We perform periodic stress tests at counterparty and portfolio level to assess the potential
effects of macroeconomic developments and crisis scenarios on credit and counterparty risk;
this allows us to identify counterparties and sectors under threat. In particular, the stress tests
take critical subportfolios and examine the potential risk that they represent using portfoliospecific scenarios. In the year under review, we took the deterioration in market conditions
resulting from the financial crisis into account in our scenario assumptions.
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Credit risk from lending activities
The exposure from lending transactions is defined as the total exposure at default. This type of
risk accounts for the largest part of credit and counterparty risk.
(a)

Credit quality

In the year under review, the ratio between the investment grade and the non-investment grade
portfolio remained more or less stable. A series of rating downgrades in the financial services
segment contributed to a shift in credit quality within the investment grade towards rating
categories IV-VI. In addition, the credit quality of a number of underwritings in the leveraged
loan portfolio deteriorated as a result of the financial crisis. Value adjustments were recognised
on individual transactions, which were assigned to the default category.
We expect the rating profile to deteriorate in 2009 due to negative rating migrations.
The quality of the loan portfolio not in default (known as the “white book”) is reflected among
other things in the ratio of the expected loss (EL) to the exposure at default (EAD), which is
known as the “EL ratio” or “risk density”. The EL, which is determined using the Internal Model
Method, represents a statistical expected loss after adjustment for collateral, the probability of
default, and recovery factors.
Critical commitments (e.g. in the area of takeover finance) are reclassified to the default portfolio, where the loan impairment allowances and loan loss provisions charged replace the calculation of the expected loss.
We are again expecting rating downgrades and hence a decline in the portfolio quality and an
increase in the risk density in 2009 as the financial crisis spreads to the real economy and in
view of the forecast increase in unemployment.
(d)

Loan collateral

Loan collateral can be broken down into personal collateral (e.g. sureties) and asset-based
collateral. Real estate liens (primarily on residential properties) are the predominate type of
collateral used for calculating risk parameters.
(c)

Loans past due

Credit limits that are past due occur regularly and must be taken into account in risk management. They may be due to the late receipt of contractually agreed interest and redemption
payments, known as delinquencies, or tolerated temporary limit overruns. Additionally, limit
overruns that are tolerated in view of the client's creditworthiness may also be responsible for
loans past due. Loans past due are monitored daily and closely managed, with monitoring
increasing in line with the size of the loans and the period for which they are past due.
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(d)

Risk elements

Risk elements at Dresdner Bank are defined in line with the disclosure requirements laid down
by the U.S. Securities and Exchange Commission (SEC) Industry Guide 3, and largely correspond to the default definition under Basel II. They are classified as follows:
 Non-accrual loans: Loans are assigned to this category as soon as an impairment loss is

charged for a loan. This category also includes all exposures that have been terminated and
loans to debtors in insolvency.
 Loans 90 days past due and still accruing: Loans in default that have been past due for 90

days or more, but for which the receipt of all payments is still expected due to full, liquid
collateral.
 Troubled debt restructurings: Loans which were restructured due to a deterioration in the

borrower's economic situation, i.e. loans in relation to which the Bank has made concessions (deferral, partial waiver, or similar).
 Other risk elements are loans for which the Bank, based on the information currently at its

disposal, has serious doubts as to the ability of the borrower to comply with its contractual
obligations but that have not been allocated to the remaining risk elements because they
are not yet 90 days past due and no loan impairment losses have been charged on them.
The extent of the defaults that occurred in the year under review, both in total and at the level of
individual commitments, demonstrates that, in certain areas of Investment Banking that were
particularly hard hit by the effects of the financial crisis, both the process of transferring loans
from the white book to intensive care and the risk early warning system are in need of improvement and must be comprehensively revised.
Loan impairment allowances and loan loss provisions
Dresdner Bank recognises loan impairment allowances and loan loss provisions for credit and
counterparty risk as well as for country risk on loan transactions. Loan impairment allowances
and loan loss provisions are recognised for loans for which there is evidence of credit events
that result in borrowers being unable to make the agreed interest and redemption payments in
full or in part, and for which the resulting impairment can be reliably measured.
The loan portfolio for which loan impairment allowances and loan loss provisions are to be
recognised is split into a homogeneous and a non-homogeneous portfolio. The homogeneous
portfolio comprises loans from the PCC Division with a limit of less than €1 million, which are
assigned to product-related segments (e.g. mortgage lending) on the basis of comparable risk
parameters, and for which the degree of risk has been calculated at portfolio level by establishing collective allowances. All other loans are attributable to the non-homogeneous portfolio,
with a distinction being made between the measurement approach adopted for individual
commitments in default (allowances and provisions for specific risks) and for defaults that
have occurred but are as yet unidentified (allowances and provisions for general risks).
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In addition, an unwinding effect is calculated for terminated commitments: this represents the
present value of collateral adjusted for the realisation period. This leads to higher initial writedowns, which are subsequently reduced as a result of the increase in value of the collateral over
time. The annual amount of the reduction is debited against the reversals of write-downs and
credited to interest income.
The total amount of loan impairment allowances and loan loss provisions thus currently comprises the following elements: allowances and provisions for specific risks for the non-homogeneous portfolio and allowances and provisions for general risks for the non-homogeneous
portfolio, including collective allowances for the homogeneous portfolio. The allowances and
provisions for country risk are included in the allowances and provisions for general risks. The
unwinding effect is included in the allowances and provisions for specific risks.
Adjustments to the methodology used for calculating the loan impairment allowances and
loan loss provisions will be made in the course of the Bank's integration with Commerzbank.
Firstly, the method used to calculate the portfolio loan loss provisions (PLLPs) for the homogeneous portfolio will be replaced by that used at Commerzbank. Secondly, with respect to the
measurement of the general loan loss provisions (GLLPs) the loss emergence period (LEP) will
be harmonised; this measures the period between the occurrence of a risk and its identification
by the Risk function. We have already made appropriate allowance for the risk resulting from
these methodological changes in our risk planning for 2009.
Substantial losses recognised in income in the Investment Banking division led us to perform a
thorough review of the relevant portfolios and in particular to suspend unused back-up lines
and unused portfolio limits (for example for underwriting LBO financing) until further notice.
Since the financial crisis has now also spread to the real economy, we are expecting a significant increase in insolvencies and restructuring measures. Our current estimates for the loan
impairment allowances and loan loss provisions do not assume any significant decrease as
against the 2008 level.
In individual cases, the Bank also conducts repayment negotiations with other financers or
engages external collateral recovery specialists to optimise the proceeds of the collateral. As a
matter of principle, the Bank does not realise the collateral by making use of it itself. Realisation
of the collateral is based on the monitoring and review of the carrying amounts involved using
corresponding IT systems.
Counterparty risk from trading activities
The following section gives a breakdown of the key figures for the derivatives and repo business.
Specific effects resulting from this subportfolio are explained in detail in the section entitled
“Notable subportfolios in the context of the financial crisis”.
Counterparty risk arises from the potential default of counterparties in trading transactions. In
contrast to the lending business, the amount of the claim subject to counterparty risk is generally determined not by the contractually agreed nominal volume of the transaction, but by the
latter's current fair value (replacement cost).
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As a matter of principle, fair values and the related notional volumes are presented using a riskoriented approach. Exchange-traded transactions are not recognised at their fair value but only
in the amount of the margin, due to the settlement guarantee provided by the clearing houses.
Counterparty ratings and any potential future deteriorations in these are taken into account
when setting the size and structure of the limit.
(a)

Derivatives business

The derivatives business comprises exchange-traded and OTC derivatives in the trading book
and the banking book.
We enter into cross-product master netting agreements with our business partners in order to
reduce counterparty risk from derivatives transactions. Dresdner Bank also uses the master
agreements to reduce the amount of regulatory capital required for derivatives transactions.
Collateral agreements allow the Bank to require collateral in the form of cash (G7 currencies)
or government securities to hedge derivatives transactions.
(b)

Repurchase and reverse repurchase agreements

In repo transactions, the seller (repo position) sells certain collateral, normally securities, to
a buyer (reverse repo position). At the same time, an agreement is entered into whereby the
buyer undertakes to sell this collateral back to the seller at an agreed price at a later date. In
economic terms, repo transactions are therefore the equivalent of secured loans extended by
the buyer to the seller.
We substantially reduced our business activities in this area in connection with the financial
crisis.
Repos can also be entered into under a master agreement that allows netting within this product group.
The number of collateral agreements in the repo business declined primarily as a result of the
smaller group of active clients due to the financial crisis.
(c)

Counterparty default adjustments

When a counterparty defaults, replacement costs are incurred for derivatives positions with a
positive fair value. Dresdner Bank establishes value adjustments for these potential replacement costs in the form of counterparty default adjustments (CDAs) – these are used when
calculating the fair value of trade positions to correct the positive fair value by the discounted
expected loss from counterparty risk. Changes in the CDAs from one reporting date to the next
are recognised in net trading income. The main drivers of the CDAs are the amount of the potential replacement costs and the probability of default of the counterparties concerned.
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Issuer risk from securities transactions
Issuer risk is incurred as a result of the Bank's own positions in securities, e.g. (fixed-income)
bonds or equities, and in synthetic securities positions such as those entered into when concluding credit derivatives. The exposure, i.e. the maximum credit and counterparty risk position from issuer risk, is the amount that would be lost, given current market prices, if the issuer
or reference debtor were to immediately default.
With respect to the modelling of the aggregate potential loss arrived at by bundling different
(including synthetic) long and short positions relating to the same issuer, we have identified
the need for improvements in the way that different maturities and structuring components
(so-called basis risk) are accounted for.
A reduction in the limit amounts was resolved in the period under review as a reaction to the
ongoing financial crisis.
Country risk
Country risk is defined as the risk deriving from country-specific risk factors. It primarily comprises transfer and conversion risk, i.e. the risk that cross-border flows of money and capital
may be curbed or that currency exchange may be prevented by a sovereign act of the country
concerned. In such cases, payments from a particular country may not be made any more, or
may not be made in full. Such restrictions on flows of money and capital may also result from
systemic financial crises that lead to high levels of turbulence on the local financial markets
and the currency market. As a result, banks and enterprises may no longer be able to service
their foreign liabilities.
There were no notable changes to the general system used to manage our country risk in the
year under review.
In the course of the international financial crisis, the financial market indicators in our early
warning system sounded the alarm on the emerging markets, and especially Eastern Europe, in
the summer of 2007. When classifying countries as emerging markets, i.e. assigning them internal country rating categories lower than category I, we use criteria that are comparable to
those of the International Monetary Fund, which are stricter than the OECD classification. In
accordance with our internal guidelines, limits and maturities for transactions in emerging
markets were successively adjusted downwards.
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Market risk
Market risk is caused by unforeseeable changes in market prices (e.g. stock prices, interest
rates, commodities and exchange rates) and market parameters (e.g. correlations and volatility
levels).
Market risk results from the trading book and the banking book. The trading book comprises
Dresdner Bank's trading activities on behalf of clients as well as its proprietary business. The
banking book contains fixed-income and floating rate loans, deposits, securitised liabilities,
market risk management positions and investment securities.
We measure market risk in the trading book and the banking book using an analytical deltagamma value at risk model. Value at risk measures the maximum potential loss that is not
exceeded under normal market conditions by an unchanged position at the end of a given
period (holding period) for a given high level of probability (confidence level).
Limits of risk modelling
Value at risk models are subject to inherent limitations with regard to their ability to model
market risk. No model is able to fully capture all factors that have an effect in reality and their
complex behaviour, including their interrelationships. For this reason, all models require simplifying assumptions to be made as to which risk factors are relevant to portfolio performance
and how these behave. On the basis of historical observations, Dresdner Bank's value at risk
model assumes stochastic behaviour in line with normal Gaussian distribution.
The assumption that past behaviour offers a reliable basis for forecasting future developments
represents a fundamental limitation of statistical risk modelling. The financial crisis has demonstrated in many cases that historical parameters are no longer suitable for estimating scenarios because the historical maximum values have now been exceeded many times over.
Moreover, when interpreting value at risk, it is assumed that the underlying positions are revalued on a daily basis and that they can be closed out at the end of the prescribed holding
period. Although this assumption is realistic in many cases, it has its limitations in illiquid
market situations. In the year under review, this applied in particular to securitisation-related
positions in the trading book. Another limitation results from the fact that the amount of the
loss represented by the value at risk is not exceeded merely for a given (high) level of probability. Naturally, there is a (low) residual probability that future losses may be higher than the
value at risk (so-called “outliers”). Value at risk does not provide any information about the size
of such losses.
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The limits to risk modelling explained above apply in particular to extreme situations. A variety
of stress tests are therefore performed daily to supplement the value at risk model. As a consequence of the current market turmoil, we have significantly increased a number of the scenario parameters used for market changes (e.g. credit spreads) in our stress test scenarios.
Nevertheless, it is impossible to investigate all conceivable scenarios in stress tests, too. Rather,
stress tests and scenario analyses can give examples of the risks a portfolio may be exposed to
under extreme market situations. They cannot give any conclusive assessment of the maximum loss in the case of an extreme event.
Market risk from the trading book
At Dresdner Bank, market risk from the trading book arises primarily in the Investment Banking
division. In addition to value at risk limits, position- and strategy-specific risk indicators are
used as operational limits in order to reflect the particular requirements and risk situations in
the trading units. Examples of such risk indicators are net sensitivity to yield curves, the maximum sensitivity to a specific interest rate (e.g. the ten-year interest rate), or the sensitivity of
equity and equity derivative positions to their underlyings (known as the “delta equivalent”).
Income trends are monitored using stop-loss triggers. If a trading unit suffers a loss in excess of
its trigger it has to develop a plan that is designed to ensure that further losses are avoided.
To improve risk management, the trading book portfolios were divided into “core” and “legacy”
portfolios during the course of the year under review. The legacy area consists of portfolios or
submarkets in which the systemic risk from the financial crisis is the predominant risk and
there is insufficient market liquidity, or it is difficult to hedge the positions. For internal management purposes, there are separate value at risk calculations, limits and monitoring for the
two areas.
Temporary underwriting commitments in the trading book as part of share issues were subject
to special monitoring processes. In order to avoid concentration risk within particular asset
classes, corresponding limits (e.g. for value at risk) are generally assigned both at divisional
level and at the level of the asset classes.
In the case of value at risk, the diversification at portfolio level is taken into account in the form
of correlations between the individual risk types and serves to reduce the risk involved.
Backtesting is performed daily to assure the quality of our value at risk model. This process
compares the value at risk ex post with “buy-and-hold” performance. Only the performance
resulting from changes in market parameters is examined (this is known as the “clean P&L”).
By contrast, performance components resulting from subsequent changes in positions are not
included in backtesting as they do not form part of the value at risk in this regard. Backtesting is
calculated using a value at risk with a 99% confidence level and a one-day holding period, to
ensure that it is comparable with daily performance. Losses in excess of the value at risk are
known as outliers. The analysis of the backtesting results gives us important indications of how
to improve our market risk model.
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In contrast to backtesting, the daily changes in portfolio values actually recorded (known as the
“dirty P&L”) take earnings components from changes in positions into account.
Stress tests calculated on a weekly basis provide examples of the risks that a portfolio may be
exposed to under extreme market conditions. We use standard stress tests (e.g. parallel shifts
and twists in yield curves, the appreciation and depreciation of the euro, etc.), historical stress
tests (e.g. 9/11 2001, the Russian crisis, the Asian crisis, etc.) as well as current macroeconomic
scenarios and methods based on extreme value theory.
The results of the stress tests are discussed at regular intervals by the Risk Executive Committee. When so-called trigger points are reached, necessary countermeasures are discussed and
implemented as necessary.
Market risk from the banking book
Market risk from the banking book consists to a large extent of interest rate risk, which is measured using value at risk. The main role of market risk management in the banking book is to
generate a positive margin from interest income and refinancing costs. Interest rate risk arises
if the margin is reduced as a result of increased refinancing costs (e.g. due to unfavourable
developments in the yield curve).
Interest rate risk from loans and deposits is managed by refinancing or through investments
with matching maturities. In addition, currency risk is avoided as a matter of principle in the
case of transactions denominated in foreign currency through refinancing or investments in
the same currency as the underlying transaction. The residual exchange rate risk in the Bank's
commercial business results primarily from intra-year changes in income at foreign affiliated
companies.
At Dresdner Bank AG, Group Treasury is responsible for the earnings and risks relating to the
management of interest rate risk in the banking book resulting from the core portfolios. The
Risk function monitors and reports daily on the utilisation of, and compliance with, the limits
by the key units. In addition to monthly market interest rate risk analyses for Dresdner Bank's
entire banking book, the limits are also reviewed at least once a year.
The Bank calculates value at risk for market risk in the banking book using a confidence level of
99% and a ten-day holding period, in the same way as for the trading book.
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Liquidity risk
Liquidity risk is defined as the risk that the Bank will not be able to meet its current and future
payment obligations in full, or on time. In the wider sense, it also includes the risk that, in the
case of a liquidity crisis, refinancing may only be obtained at higher market rates (funding risk)
and/or that it may only be possible to liquidate assets at a discount to market rates (market
liquidity risk). Liquidity risk is modelled quantitatively but is not backed by either regulatory or
internal capital.
Dresdner Bank's liquidity was adequate at year-end 2008. The difficult refinancing situation on
the money market was offset by an increase in customer deposits and a reduction in portfolios
that were tying up liquidity. This was supported by the diversification of Dresdner Bank's refinancing portfolio. The regulatory ratio in accordance with the Liquiditätsverordnung (Liquidity
Regulation) was complied with at all times during the year under review.
An internal liquidity risk model is used to monitor and manage liquidity risk at Dresdner Bank.
The Bank maintains a liquidity reserve consisting of unencumbered, liquid securities to accommodate unexpected payment obligations arising, for example, from draw-downs on liquidity lines.
Notable subportfolios in the context of the financial crisis
In the second half of 2008 – and in particular in the final quarter of last year – the financial
crisis again deteriorated dramatically following the collapse of US bank Lehman Brothers, spilling over into other market segments. This again significantly affected Dresdner Bank's business
development and impacted the risk capital for a number of the Bank's portfolios. In addition to
structured credit products, securitisations and the leveraged and acquisition finance portfolio,
business with banks was particularly impacted by the strained confidence and the continued
lack of market liquidity, accompanied by an almost complete standstill in interbank trading.
The crisis, which had originally focused on the subprime segment, increasingly spread to affect
a large number of banks and groups of investors in the year under review, and then spilled over
abruptly into the real economy.
In light of this development, Dresdner Bank enhanced and significantly expanded its reporting
on the portfolios that were particularly hard hit by the financial crisis. In the following, the
portfolios are shown from the Group's perspective in order to present the risks adequately and
comprehensively. In addition, the information presented previously in the Management Report
was integrated into the Risk Report.
With a view to ensuring the future harmonisation of presentation with Commerzbank's reporting, the section on the ABS portfolio has been changed in its entirety to a gross presentation. In
this context, the ABS positions hedged with external counterparties are integrated in the analysis as a separate “hedge book ABSs” subportfolio.
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ABS portfolio and securitisation positions
The following overview provides a summary presentation of all ABS and securitisation positions in the various Dresdner Bank business segments. The positions hedged with third parties
(hedge book ABSs) are included in reporting as a separate portfolio segment. In addition to the
notional values, the fair values of the relevant securities positions were added.
€bn

31/12/2008
Notional
Fair value

31/12/2007
Notional

Hedge book ABSs

13.7

10.3

20.0

Of which: monoline hedges

11.4

9.5

15.9

Of which: non-monoline hedges

2.3

0,8

4.1

CDOs on ABSs and US RMBSs

6.1

2.9

3.9

Of which: US prime

0.5

0.3

-

Of which: US non-prime

5.6

2.6

3.9

3.91)

3.2

8.4

Other ABSs including term structures
Credit enhancements (CIRCs)

2)

1.1

1.2

2.8

K2 (including non-ABS positions)

4.71)

4.7

16.4

Conduit business

10.0

10.0

12.6

Total ABSs

39.5

32.3

64.1

Hedge book monolines non-ABSs

5.0

4.5

6.8

Hedge book CDPCs non-ABSs

2.5

1.9

2.2

1) Term structures, other AfS positions and K2 were integrated at fair value.
2) Fair values of the portfolio are higher than the notional value of the second loss position because of existing first loss reserves.

The subportfolios listed above are all explained separately in the following sections.
Hedge book ABSs
This portfolio contains the ABS positions hedged by credit default swaps. In the course of
the financial crisis, companies specialising in hedging structured securities – known as monolines – increasingly ran into trouble. In connection with the defaults of the CDO and US RMBS
tranches insured by these companies, some of which were of a magnitude far in excess of
original expectations, a number of these companies were no longer in a position to meet their
obligations and were restructured with the support of the US insurance regulator.
As at 31 December 2008, Dresdner Bank had insured ABS positions with a notional amount of
€13.7 billion. €11.4 billion of the hedges acquired were attributable to monolines and €2.3 billion to other counterparties.
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The notional amounts and fair values of the positions hedged with monolines classified by
product category are as follows:
31/12/2008
€bn

Notional

Fair values

EU RMBSs

5.7

5.3

Corporate CDOs

1.1

1.0

US CDOs on RMBSs

3.9

2.6

CMBSs/CRE CDOs

0.2

0.1

US RMBSs

0.3

0.3

Other ABSs

0.2

0.2

11.4

9.5

Total

The following table shows the fair values of the ABS positions hedged with monolines, classified
into the ratings awarded to the protection sellers and to the collateralised securities:
31/12/2008
€bn

AA

Monoline rating
BBB

B

CCC

AAA

3.0

3.2

0.8

0.2

AA

0.0

0.0

0.1

0.0

A

0.0

1.7

0.0

0.0

BBB

0.0

0.1

0.0

0.0

BB

0.0

0.0

0.1

0.0

<BB

0.0

0.3

0.0

0.0

Total

3.0

5.3

1.0

0.2

There is a high probability of loss in particular for positions that are subject to an acute risk of
default and whose collateralisation is questionable because of the poor rating quality of the
protection seller.
The collateralised ABS volume decreased significantly in the year under review because guarantees for CDO positions amounting to €2.4 billion were no longer recognised as a result of the
restructuring of the monolines Syncora Guarantee, Inc. (previously XL Capital Assurance, Inc.)
and CIFG Holding, Ltd. initiated by the US insurance regulator. These positions are now allocated to the “CDOs on ABSs & RMBSs” portfolio as uncollateralised positions.
In addition to the ABS hedging transactions, we entered into hedges totalling €5.0 billion with
monolines. The majority of these securities were issued to privately finance public-sector infrastructure projects, such as schools and roads, as well as utilities.
The mark-to-market valuation of trading book transactions with monolines was €2.6 billion as
at 31 December 2008; including the add-ons to be included from a risk perspective for potential
future market fluctuations, the risk position amounts to €3.3 billion. We recognised counterparty default adjustments (CDAs) of €1.2 billion to cover the potential default risk from these
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transactions. Furthermore, the risk from monolines was rehedged by additional hedges in the
notional amount of approximately €0.4 billion. In the event of the restructuring of monolines,
however, these hedges do not result in any compensation payment because they merely hedge
against the actual default of a monoline.
Net increases in counterparty default adjustments of €1.1 billion on the Bank's exposure to
monolines were recognised in profit or loss in 2008. €0.7 billion of this amount is attributable to
the second half of the year.
In view of the continuing high defaults relating to the structured portfolios insured by monolines, the latters' survival on a sustainable basis is not yet certain.
We cannot therefore rule out additional restructurings in 2009 that will affect our portfolio.
In addition, Dresdner Bank has entered into hedging transactions with credit derivatives product companies (CDPCs), which act as credit insurers. Because of ratings downgrades and defaults of insured credits, the liquidity and capital situation of CDPCs has deteriorated significantly over the course of the financial crisis, with the result that the insolvency of some CDPCs
cannot be ruled out.
As at 31 December 2008, a notional volume of €2.5 billion was insured with two CDPCs. The fair
value of the hedges at the reporting date amounted to €0.6 billion. Counterparty default adjustments of €0.3 billion were recognised for the potential default of the CDPCs.
US CDOs on ABSs and US RMBSs
The portfolio of, in part, multi-level securitisations of US real estate loans that are at the centre
of the financial crisis had a notional amount of €6.1 billion at the end of 2008. At the end of the
year under review, the US CDO portfolio contained positions amounting to €2.0 billion which
Allianz SE had agreed to acquire. They were transferred in January and February 2009.
31/12/2008
€bn

Notional

Fair values

US CDOs on ABSs

4.2

2.3

Of which to be transferred to Allianz

2.0

1.6

US RMBSs (prime)

0.5

0.3

US RMBS (non-prime)

1.4

0.3

Total

6.1

2.9
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The rating structure of the portfolio is as follows:
31/12/2008
€bn

US CDOs on ABSs
Notional
Fair values

US RMBSs
Notional
Fair values

AAA

0.0

0.0

0.2

0.2

AA

0.1

0.1

0.1

0.0

A

0.2

0.2

0.1

0.1

BBB

0.0

0.0

0.1

0.0

BB

0.6

0.5

0.2

0.1

<BB

3.3

1.5

1.1

0.2

Total

4.2

2.3

1.8

0.6

The age analysis by fair values of the CDOs and US RMBSs reveals that more than half of the
CDOs date back to 2005. Half of the US RMBSs were issued in 2006.
Age analysis by fair values
31/12/2008
Total

US CDOs on ABSs
€bn

%

US RMBSs
€bn

%

2.3

100

0.6

– 2007

0.0

0.0

0.2

100
33

– 2006

0.4

17

0.3

50

– 2005

1.3

57

0.1

17

– before 2005

0.6

26

0.0

0.0

Notional

Fair values

Consumer ABSs

0.9

0.9

RMBSs

1.0

0.8

Corporate CDOs

0.5

0.2

CMBSs/CRE CDOs

0.3

0.2

SME CDOs

0.1

0.1

Other ABSs

0.2

0.1

Other AfS positions

0.1

0.1

Other ABSs including term structures
The other ABSs are distributed as follows over the individual segments:
31/12/2008
€bn

Term structures

0.8

0.8

Total

3.9

3.2

The other ABS structures primarily include European residential mortgage-backed securities
(RMBSs), commercial mortgage-backed securities (CMBSs) as well as credit-linked obligations
and consumer loans as underlying assets. Around one-fifth of the other ABSs are attributable to
term structures not allocated to the trading book.
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The other ABSs were affected far less by rating agency downgrades in the course of the financial
crisis than were the CDO and US RMBS portfolios. The subportfolio therefore has a largely stable
rating profile.
31/12/2008

Fair values

%

AAA

1.9

60

AA

0.3

9

A

0.6

19

BBB

0.1

3

BB

0.2

6

<BB

0.1

3

Total

3.2

100

€bn

Credit enhancements on ABS portfolios (CIRCs)
Dresdner Bank provides credit enhancements as part of its structured credit business. In the
case of CIRC (credit investment-related conduits) structures, Dresdner Bank assumes a second
loss position for a securities portfolio. If the portfolio value drops below a set percentage within
the first loss position, the Bank has the right to sell the portfolio on the market. Here, too, the
Bank has continued to reduce the volume of these products, with the portfolio volume amounting to €1.6 billion as at 31 December 2008, following approximately €2.8 billion as at 31 December 2007. After factoring in a first loss reserve on the part of the investors amounting to €0.5
billion, the notional volume at risk amounted to €1.1 billion. The fair value of the entire portfolio at the end of the year was €1.2 billion.
During the reporting period, triggers entitling Dresdner Bank to liquidate the portfolio were
exceeded. The investors cured the trigger breaches by making cash margin payments or repurchasing positions and consequently avoided liquidation of the portfolios through restructuring
measures. The Bank completely eliminated its exposure from conduit asset financing entity
(CAFE) structures at the beginning of the year, after having already cut back on them significantly at the end of 2007.
K2 structured investment vehicle
In March 2008, Dresdner Bank entered into agreements with the K2 structured investment vehicle above and beyond its role as an asset manager. These agreements ensure K2's liquidity as
well as settlement of the senior noteholders' claims. The commitments are linked to the provision of a mezzanine loan of USD 1.5 billion and of a backstop facility. Under the backstop line,
Dresdner Bank undertakes to quote binding securities prices to K2 that allow K2 to repay its
senior debt in full and on schedule. Dresdner Bank did not acquire any securities using the
backstop line in 2008 – drawing on the backstop facility could lead to a potential outflow of
liquidity and to further measurement losses at Dresdner Bank. In addition, Dresdner Bank is
ready to refinance K2 up to a volume of USD 5 billion using repo transactions. The resulting
financing volume amounted to USD 2.6 billion at the end of the year under review.
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In connection with the provision of these facilities, Dresdner Bank consolidated K2 as at 18 March
2008. K2's total asset volume amounted to approximately €4.7 billion at the reporting date (previous year: €16.4 billion), of which €2.9 billion is attributable to structured ABSs. The details of the
asset structure are as follows:
31/12/2008

Fair values

%

RMBSs

0.5

11

CMBSs

0.1

2

CDOs/CLOs

0.8

17

€bn

Other ABSs

1.5

32

Total ABSs

2.9

62

Insurance

0.7

15

Banks

0.8

17

Finance companies

0.1

2

Sovereigns

0.1

2

Other non-ABSs

0.1

2

Total non-ABSs

1.8
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Total K2 portfolio

4.7

100

The following table shows the ratings profile for the K2 portfolio:
31/12/2008
€bn
AAA
AA
A

ABS structures
Fair values

%

Other assets
Fair values

2.8

97

0.2

11

–

–

0.8

44

%

–

–

0.7

39

0.1

3

0.1

6

BB

–

–

–

–

<BB

–

–

–

–

2.9

100

1.8

100

BBB

Total

The age analysis of the K2 ABS portfolio as at 31 December 2008 is shown in the following table:
Age analysis
31/12/2008

€bn

%

Total

2.9

100

– 2007

0.8

28

– 2006

0.8

28

– 2005

0.5

16

– before 2005

0.8

28

The regional breakdown of the securitised receivables by country of origin is as follows: the
United Kingdom accounts for 17% and North America for 65%. The remaining 18% is attributable to other regions.
The portfolio was significantly reduced by approximately €10 billion (notional amount) in 2008
through market sales despite the difficult market conditions. Although the K2 portfolio's default
risk is considered low in view of the stable, extremely good ratings structure, the price pressure
created by the distress sales by other participants in the market for SIV assets, especially in the
final quarter of 2008, adversely affected the value of the portfolio
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Lower fair values in the second half of the year meant that the repayment of senior debt from
K2's assets was no longer fully secured for the first time; a loss of €681 million was recognised in
income as at 31 December 2008 as a result of the obligations assumed by the Bank under the
backstop line.
In addition, Dresdner Bank's holdings in K2 (junior capital notes) amounting to USD 70 million
were written off in full. €36 million of this amount is attributable to the year under review, of
which €19 million relates to the first quarter before the initial consolidation of K2.
Charges to earnings relating to the measurement of junior capital notes amounting to €69
million were recognised on investments in other structured investment vehicles in the period
under review.
Conduits
Dresdner Bank securitises both its own loans and receivables portfolios of and for clients via
special purpose entities as part of its active credit risk management.
The securitisation of loan portfolios of clients (e.g. lease receivables and commercial receivables) is a key component of the Bank's range of structured finance products. The vast majority
of Dresdner Bank's securitisation positions resulting from this in accordance with the regulatory definition in the Solvabilitätsverordnung (SolvV – Solvency Regulation) relate to the securitisation of loans through non-recourse sales using asset-backed commercial paper (ABCP)
programmes (conduits), which Dresdner Bank arranges. Dresdner Bank only participates to a
limited extent in programmes administered by other banks.
The following table gives an overview of the risk exposure of the special purpose entities relevant to the securitisation business (excluding securitisations of own loans) in the banking
book – broken down by consolidated and unconsolidated special purpose entities in accordance with IAS 27/SIC 12. The consolidated special purpose entities contained in it are part of the
Dresdner Bank Group due to the majority interests held in their risks and rewards.
31/12/2008

Type of special purpose
entity

Dresdner Bank’s role

Dresdner Bank's risk
exposure
€bn

Consolidated special purpose entities

ABCP conduits

Arranger, sponsor, service provider, liquidity
provider and/or investor

Unconsolidated special
purpose entities

ABCP conduits

Arranger, sponsor, service provider, liquidity
provider and/or investor

2.5

Term securitisations

Arranger and/or investor

0.8

5.5

The volume of recognised assets held by consolidated special purpose entities amounted to
€4.2 billion at the end of the year. Regardless of the decision to consolidate the entities in accordance with IAS 27/SIC 12, the risk exposure is determined on the basis of the securitisation
positions that result for Dresdner Bank (e.g. liquidity facilities/back-up lines), in line with the
regulatory requirements for calculating the value of positions. Depending on the individual
products, Dresdner Bank's reported risk exposure includes e.g. the approved amount of ABCP
liquidity facilities/back-up lines, the amount invested in ABSs, or guaranteed notional
amounts. It should be noted in this context that the drawdown probability and the individual
degree of risk for the positions entered into depend on the transaction structure, the seniority
of the claims (tranches) and the underlying portfolio risk.

Management Report

Dresdner Bank's positions attributable to its ABCP conduit business (including own securitisations) totalled €10.0 billion at the end of the period under review. These consisted almost exclusively of liquidity facilities/back-up lines in favour of the “Silver Tower” and “Beethoven”
conduits administered by Dresdner Bank.
31/12/2008
€bn

Beethoven Funding
Corporation

Liquidity lines

Silver Tower Participation in thirdFunding party ABCP conduits

3.2

5.7

Total

0.6

9.5

Other credits/
Credit surrogates

0.3

0.2

0.0

0.5

Total

3.5

5.9

0.6

10.0

The receivables underlying Dresdner Bank's ABCP programmes are highly diversified and reflect the different business strategies of the various sellers of the loans and/or of the clients.
Main receivable types securitised via ABCP conduits
31/12/2008

Breakdown of Dresdner Bank's
risk exposure in %

Weighted term of the securitised receivables in years

Corporate loans (including own transactions)

25

4.9

Trade receivables

21

0.2

Car finance and leasing

15

1.2

Receivables from film rights

10

4.3

Equipment leasing

7

1.8

Capital commitments

5

3.2

Resecuritisation

5

1.7

The receivable portfolios securitised via ABCP conduits did not contain any US subprime components. The country of origin of approximately 60% of the securitised receivables (ABCP) was
Germany. North America accounted for 34% and the United Kingdom for 4%. Almost all of
Dresdner Bank's securitisation positions resulting from the ABCP business area were investment grade quality.
Risk was assessed according to the securitised receivable type on the basis of the Bank's own,
sophisticated ABS rating methods, taking into account the individual risk profile of the securitisation positions held (tranches). The breakdown of ratings is presented in the following table:
31/12/2008
%
AAA

Beethoven Funding
Corporation

Silver Tower
Funding

Participation in third-party
ABCP conduits

0

39

0
87

AA+/AA/AA-

21

12

A+/A/A-

37

42

0

BBB+/BBB/BBB-

39

6

13

3

1

0

Non-investment grade

Overall, there is an increased concentration risk in terms of the volume of individual transactions. The majority of the negative effects on the conduit business forecast for 2009 are expected to come from the Beethoven conduit because of its strong focus on US consumer loans
and the continuing recession in the United States.
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Indirect ABS exposure
As part of reverse repo transactions, Dresdner Bank is exposed to an indirect ABS risk from
assigned securities. The notional volume of ABSs deposited as collateral at the reporting date
amounted to €1.6 billion (previous year: €4.7 billion). The financing volume for ABSs was reduced by 66% during the reporting period.
Approximately 77.8% (previous year: 59.2%) of the ABSs accepted as collateral had an investment grade rating. A total of 98.0% (previous year: 57.5%) of the positive fair values were entered
into with counterparties with investment grade ratings.
The regional breakdown of the securities assigned as collateral is presented in the following
table:
31/12/20081)

31/12/2007

Western Europe

0.8

2.1

North America

0.7

2.5

Other regions

0.1

0.1

Total

1.6

4.7

€bn

1) Figures as at 31 December 2008 excluding K2, which has been consolidated (see separate section entitled “K2 structured investment vehicle”).

There are still risk exposures from the high volumes of individual counterparties, because it is
difficult to forecast losses from the liquidation of a substantial portfolio in the current market
environment. As a consequence of the current market development, the aggregate gross financing volume was already reduced by more than half in 2008. The sharpest declines were in
the “banks” and “hedge funds” customer segments.
There is another ABS exposure from the plan assets transferred in trust by Dresdner Bank to
Pension-Trust der Dresdner Bank e. V. for insolvency protection purposes as part of a contractual trust agreement (CTA). The CTA's plan assets are mainly invested in special investment
funds and mutual funds and amounted to approximately €1.8 billion as at 31 December 2008
(previous year: €1.9 billion). Around 20% of the total CTA portfolio was attributable to ABSs,
which were predominantly AAA rated at the end of the year.
Leveraged and acquisition finance (LAF)
The market situation in the leveraged and acquisition finance business remained strained in
2008. Market liquidity was very low in both the primary syndication market for underwriting
positions and in the secondary market. The entire LAF portfolio was composed of the following
items:
 Final take portfolio, consisting of LAF loans whose syndication phase has been completed.
 Underwriting portfolio, consisting of leveraged finance loans whose syndication phase has

not yet been completed.
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 Leveraged loan CIRCs, in which Dresdner Bank assumes a fair value-based second loss

guarantee for an LAF reference portfolio.
 LAF portfolio finance, in which Dresdner Bank assumes a cash flow-based second loss fund-

ing position for a static LAF reference portfolio.
Over the course of the year, the credit limit for the final take and the underwriting portfolio fell
from €4.3 billion to €3.4 billion. The background to the reduction was syndication measures
and exchange rate movements.
The exposure at default across all positions amounted to €7.6 billion at the end of 2008 and was
broken down as follows:
Exposure at default
€bn

31/12/2008

31/12/2007

Final take

1.0

1.0

Underwriting

2.2

2.6

Leveraged loan CIRCs1)

2.8

3.2

LAF portfolio finance

1.6

1.1

Total

7.6

7.9

1) Fair value of reference portfolios.

LAF final take and underwriting positions
The underwriting volume could not be placed as originally planned because the liquidity of
the syndication market was affected by the financial crisis; in view of the large volumes of the
transactions, this represents a significant cluster risk for the Bank. We assume that the difficult
environment will continue in 2009 as well, and that we will be unable in the short term to reduce the volume by selling positions at acceptable pricing levels.
The regional breakdown of the subportfolio is as follows:
Exposure at default
€bn
Leveraged and acquisition finance

31/12/2008
3.2

– Germany

2.0

– United Kingdom

0.5

– Rest of Western Europe

0.5

– North America

0.2

The credit quality of individual transactions deteriorated in the second half of the fiscal year in
the wake of the worsening economic environment. In the final take portfolio, a loan impairment loss of €10 million was recognised on an exposure in 2008; a loan loss provision of €662
million was recognised for the underwriting portfolio.
We expect the macroeconomic environment to remain challenging overall in 2009, which
means that negative rating migrations and further credit defaults in the final take and underwriting portfolios cannot be ruled out in view of the higher leverage ratios in the LAF portfolio.
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Leveraged loan CIRCs and LAF portfolio finance
The reference portfolios in the leveraged loan CIRCs experienced in some cases considerable
decreases in fair value. Because of the sharp erosion in fair value, two of the these transactions
are currently being liquidated, and one transaction was restructured in January 2009. One transaction was already successfully restructured and two others liquidated in the fourth quarter of
2008. The mark-to-market loss from these positions amounted to €43 million for full-year 2008.
There were no losses from LAF portfolio finance in 2008; the portfolio quality in this segment
remained at an acceptable level as a result of risk-mitigating structural elements. 99% of the
exposure was in rating classes I to III. The EAD of the subportfolio rose from €1.1 billion to €1.6
billion over the course of the year as a result of the restructuring of a leveraged loan CIRC position, which is now allocated to this portfolio.
We expect the credit quality of individual positions in the financed portfolios to deteriorate. In
light of the risk-mitigating elements, we believe that the potential loss to Dresdner Bank is
manageable.
Measurement of financial instruments in the financial statements
As a rule, Dresdner Bank measures its trading assets and liabilities at fair value. Quoted market
prices for identical financial instruments are used to determine fair value whenever possible.
This assumes the existence of an active market. In those cases where no quoted prices are available for identical financial instruments in an active market, fair value is established using
valuation techniques. These valuation techniques include comparisons with quoted prices for
similar financial instruments in active markets, comparisons with quoted prices for identical
or similar financial instruments in inactive markets, and the use of valuation models for which
all significant inputs are based – as far as possible – on observable market data. If, exceptionally, valuation models are used that incorporate inputs for which there is insufficient observable market data, these valuations inherently include a greater level of management judgement.
The Bank refined the valuation models applied to financial instruments related to asset-backed
securities; these models are used primarily to measure tranches comprising US RMBSs and
CDOs that mainly reference US RMBSs. Reliable market prices for the Bank's portfolio of US
RMBSs and CDOs, which were particularly affected by the financial crisis, were only available to
a limited extent in fiscal year 2008 and at the end of 2007. This is why cash flow-based valuation
models were used. The main inputs used to generate expected cash flows for the individual
tranches are prepayment rates and default rates, which are analysed under various scenarios.
Under these scenarios, the average present value of expected cash flows is calibrated to observable market data; this includes the ABX.HE series of subprime RMBS indices and predefined
portfolios for which independently sourced price data is consistently available. The calibration
of the valuation models to available price data (current credit spreads) adequately reflects the
illiquidity of certain markets.
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As a result of the financial crisis, ABSs were reclassified from the trading book to the banking
book as at 1 July 2008. These securities were reclassified because they were no longer intended
to be sold or traded in the short term and, instead, the Bank intended to hold them for the foreseeable future or until maturity. At the same time, the fair value of these ABSs at the date of
reclassification formed the basis for determining their amortised cost; as at 31 December 2008,
the ABSs were written down to their lower fair value.
Summary assessment of the financial crisis from a risk perspective
The financial crisis has impacted Dresdner Bank's earnings to an extent that poses a risk to its
ability to continue as a going concern. On the basis of the criteria applied to date, Dresdner
Bank's risk-bearing capacity is no longer assured from the Group's perspective.
The vulnerability of the portfolios is particularly evident in the areas of asset-backed securities
and leveraged and acquisition finance portfolios. The following principal problem areas have
been identified:
In the area of ABSs:
 The size of the investments and the widespread loss in value of the securities or their under-

lying assets.
 Purchased protection (monoline hedges on ABSs, as well as other hedges) has proven to be

unreliable in the long term. Negative effects from the loss of insurance protection were further exacerbated by the massive erosion in the value of the underlying assets.
 Due to the regulatory changes currently being discussed, an increase in the regulatory capi-

tal requirement cannot be ruled out – especially if the market liquidity of the positions does
not improve in the long term.
 In the course of the reporting period, significant improvements were achieved in the inde-

pendent price verification (IPV) process. Nevertheless, measurement of the exposures remains difficult in view of the collapse of the markets and the complexity of the products.
The measures that are still required to ensure the appropriate execution of the IPV process
are being rapidly implemented. The process of dealing with the effects of the financial crisis
has shown that there is still a need for optimisation in the way that the front office and the
Finance and Risk functions work together.
In the area of leveraged and acquisition finance:
 The “originate and distribute” business model was abandoned too late; ultimately, this led

to failed syndications, and the Bank was left with cluster risks, which are relatively weak in
qualitative terms.
 Because the secondary market in this area more or less disappeared, the Bank is exposed to

increased default risk over the longer term.
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 The risk early warning system proved to be inadequate in this connection – the transfer of

exposures to Intensive Care and the consequent appropriate risk management of the transactions concerned happened too late. However, every effort was made to ensure adequate
loan impairment allowances and loan loss provisions by recognising adjusting events in
the financial statements.
 Risk assessment when structured products were entered into was incomplete at several

points – in particular, there were defects relating to look-through and fundamental analysis. In addition, hedge structures were chosen in some cases without a sufficiently critical
assessment of the counterparty risk.
The resulting loss of Dresdner Bank's risk-bearing capacity demands immediate downsizing
and de-risking measures, and also makes a comprehensive revision of the risk strategy imperative. We have classified large parts of the critical portfolios as discontinued business.
In addition, we have introduced a systematic policy structure and established binding links
between this and our decision-making structure.
All weaknesses discussed in this Risk Report were addressed as part of the integration with the
Commerzbank Group. To the extent that it was not possible to rectify them immediately, they
are being dealt with systematically and consistently. The progress made in this process is being
closely monitored.
Following the merger of Dresdner Bank with Commerzbank, only the new risk-bearing capacity
concept for the new Commerzbank, which has already been agreed with the supervisory authorities, will be used. Based on the current overall framework and taking the government support measures (e.g. SoFFin equity injection, capital contribution) into account, the Bank's riskbearing capacity is ensured.
Other risks
Risk from shareholdings and real estate risk
Risks from shareholdings are potential losses that could arise from the provision of equity for
third parties. These risks result from general market fluctuations or issuer-specific factors. Real
estate risk consists of unexpected fluctuations in the value and price of owner-occupied properties and investment property owned by the Bank that arise due to negative price trends on the
real estate market.
Risk from shareholdings
The risk from shareholdings is monitored centrally in the course of the ongoing support for
Dresdner Bank's own investments provided by the Finance function's Corporate Investments
unit. In addition, in the case of strategic equity investments assigned to the Bank's core business, it is monitored locally by the segment responsible in each case. At the central level, this
also includes the regular classification of investments as critical or non-critical using predefined criteria. A distinction is made in this context between risks from listed equity investments and risks from unlisted equity investments.
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In the year under review, Dresdner Bank continued its program to cut back on its non-strategic
investments, thus further reducing its risk from shareholdings. The hidden reserves in the
remaining listed shareholdings declined significantly as a result of the financial crisis and the
sharp drop in share prices in 2008.
Real estate risk
The land and buildings used by the Bank and its investment property are reported in the relevant financial investments and property and equipment items on the balance sheet. Dresdner
Bank sold almost all its investment property in 2007. The remaining real estate, which is largely
used by the Bank itself, is tested regularly for impairment. In addition, impairment tests are
performed where trigger events occur.
Capital backing
Risk from shareholdings and real estate risk are backed by capital in line with both regulatory
and internal requirements. The economic risk capital backing provided in this context substantially exceeds current regulatory weighting factors.
Operational risk
Operational risk (OR) is the risk of loss from failed or inadequate processes, from human error
or technical failures, or from external events. This definition includes legal risk, but excludes
strategic risk and reputational risk.
Dresdner Bank has developed an overarching framework for managing operational risk. The
framework focuses on the organisation of the structures and the OR processes and instruments. This forms the basis for the active management of operational risk, and the regulatory
requirements specified in the “Advanced Measurement Approach” (AMA) are met. Compared
with the previous year, there have been no significant changes in the roles and responsibilities,
processes and instruments for managing operational risk, as well as in the specific framework
for legal risk.
Business risk
Business risk is due to unexpected fluctuations in results that arise when earnings decline but
expenses cannot be reduced in line with them (fixed cost risk). The Group's business strategy is
set by the Board of Managing Directors of Dresdner Bank. It is based on an analysis of the starting situation for the Group's business policy and takes into account the Bank's risk-bearing
capacity, human resources capacity and technical/organisational infrastructure.
Above and beyond current regulatory capital requirements, business risks are backed by economic risk capital as part of internal risk management procedures. Risk capital requirements
are determined on the basis of the divisional business plans using a stress scenario approach
that assumes specific stress scenarios for the individual earnings and cost components. The
risk capital for each division is derived from the simulated decline in earnings resulting from
this.
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Strategic risk
The Group Strategy & Business Development unit monitors Dresdner Bank's strategic positioning and strategic business portfolio. Nevertheless, like any other financial services provider,
Dresdner Bank is exposed to the strategic risk of not achieving its long-term business goals. The
Bank counters this risk by monitoring market and competitive developments and drawing up
systematic long-term planning. Dresdner Bank's Board of Managing Directors regularly reviews
the validity of the strategy of the Bank as a whole and the individual business units.
As part of the forthcoming integration with Commerzbank, our business and risk strategy is
being fundamentally reviewed and adapted. Strategic risk cannot be unambiguously quantified
and is therefore not backed by either regulatory or internal capital.
Reputational risk
Reputational risk is the risk that Dresdner Bank will lose its good reputation in the eyes of its
stakeholders, i.e. its customers, its shareholders, employees, or the wider public. Reputational
risk may arise from all activities by the Bank and may lead to a decline in the enterprise value or
an increase in our opportunity costs. Conversely, losses from other types of risk, regardless of
their size, may lead to long-term reputational damage if they become publicly known. For this
reason, Dresdner Bank's risk management activities aim to identify and assess as early as possible reputational risk at all levels of Dresdner Bank. To this end, areas in which conflicts with
stakeholders or public controversy may arise are classified as sensitive or even as areas in
which no business may be done. Dresdner Bank has instituted a binding policy to be applied
during business decisions that lays down the process for managing reputational risk.
Environmental risk
Environmental risk comprises the potential financial, administrative, or reputational consequences of gradual or sudden environmental pollution. Dresdner Bank may be directly affected by such risk, but it may also be exposed to indirect risk if environmental risk materialises
at the Bank's customers and this has a negative impact on Dresdner Bank (for example through
a deterioration in the value of collateral resulting from contaminated sites). For this reason,
environmental risk is treated as a trigger for credit and reputational risk and is systematically
analysed, assessed and managed in Dresdner Bank's divisions and units, using an environmental management system that is certified in accordance with ISO 14001:2006. Internationally accepted standards (World Bank Standards, Hermes Guidelines, OECD Common Approaches, etc.) are applied; for example, environmental and climate risk is also taken into account when making credit decisions. In its project finance business, Dresdner Bank applies the
Equator Principles, which it has undertaken to comply with. In addition, the management of
environmental risk as part of reputational risk aims to manage the social consequences of
Dresdner Bank's business activities to the benefit of its stakeholders, as part of the Bank's sustainability strategy. This also takes into account respect for human rights, anti-corruption
measures and compliance with minimum labour standards.
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Summary and Outlook
The spill-over of the financial crisis to other segments (e.g. monoline insurers), the sharp increase in risk aversion (especially in interbank trading), the trend reversal in the credit cycle,
expectations of recession and fears of deflation posed new challenges for our risk and liquidity
management in the year under review. Timely awareness of risk positions and the readiness to
implement the appropriate risk management measures played a major role in the year under
review – and will continue to do so in future.
Economic risk-bearing capacity
Following the merger of Dresdner Bank with Commerzbank, only the new risk-bearing capacity
concept for the new Commerzbank, which has already been agreed with the supervisory authorities, will be used. Based on the current overall framework and taking the government support measures (e.g. SoFFin equity injection, capital contribution) into account, the new Commerzbank's risk-bearing capacity is ensured.
In connection with the decisions by the SoFFin to further strengthen the core capital ratio of the
new Commerzbank, the SoFFin, Allianz and Commerzbank agreed to implement additional
measures to stabilise the capital ratios.
 Allianz will make a silent partner's contribution of €750 million to Dresdner Bank. The terms

and conditions correspond to those for the silent partner's contributions to Commerzbank
by SoFFin.
 In addition, Allianz will acquire from Dresdner Bank collateralised debt obligations (CDOs)

with a notional value of approximately €2 billion for a purchase price of approximately €1.1
billion. This will substantially reduce the volume of risk-weighted assets at Dresdner Bank.
 In this context, Commerzbank resolved to increase Dresdner Bank's capital by €4.0 billion.

These measures will be completed after the balance sheet date.
Credit and counterparty risk
In the white book, we are expecting negative rating migrations in 2009 because of the worsening economic environment and hence a deterioration in our portfolio quality, which will probably also be reflected in an increased risk density.
Since the financial crisis has now spread to the real economy, we are expecting a significant
increase in insolvencies and restructuring measures in 2009. Our current estimates for the loan
impairment allowances and loan loss provisions therefore do not assume any significant decrease as against the 2008 level. For the PCC portfolio in particular, we are expecting an increase in default risk in 2009, especially in the middle-market segment.
With respect to the portfolio concentration in the Investment Banking division's portfolio, we
assume that there will be no significant reduction over the course of the year because of the
continuing illiquidity of the remaining positions, despite the sale of critical structured securities to Allianz at the beginning of 2009.
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Notable subportfolios in the context of the financial market crisis
In view of the continuing high defaults relating to the structured portfolios insured by monolines, there are doubts as to whether the monolines will survive. We cannot therefore rule out
additional restructurings in 2009 that will affect our portfolio.
As far as the conduit business is concerned, we expect negative effects to come in particular
from the Beethoven conduit because of its strong focus on US consumer loans and the continuing recession in the United States.
We expect the macroeconomic environment to remain challenging overall in 2009, which
means that negative rating migrations and further credit defaults in the final take and underwriting portfolios cannot be ruled out in view of the higher leverage ratios in the LAF portfolio.
Market risk
We are responding to the continued high level of market volatility and fears of recession by
pursuing a strict risk management policy, for example by strictly limiting risk positions or
tightening limits in connection with the current market situation, as well as by closely monitoring asset classes at risk.
Liquidity
Forward-looking liquidity planning and highly diversified refinancing ensure that Dresdner
Bank has an adequate liquidity position, despite the difficult situation on the money and capital markets.
Operational risk
In addition to the risks that may result from the continuing uncertainty in the financial sector,
we are aware of the potential problems that may arise from the forthcoming merger with
Commerzbank, for example with respect to implementation at a technical and process level.
Integration with the new Commerzbank
As part of the forthcoming integration with Commerzbank, our business and risk strategy is
being fundamentally reviewed and adapted. Immediate downsizing und de-risking measures
and a comprehensive revision of the risk strategy are being initiated, and large parts of the
critical portfolios have been classified as discontinued business.

Management Report

Employees
The planned reduction in the number of employees at Dresdner Bank AG continued in 2008,
primarily in connection with the implementation of our “Neue Dresdner Plus” programme. As
at 31 December 2008, the Bank employed 21,341 people. This represents a decline of 658 employees as against year-end 2007.
31/12/2008
Dresdner Bank AG
– Germany
– Other countries

31/12/2007

Change
absolute

%

21,341

21,999

-658

-3.0

20,762

21,376

-614

-2.9

579

623

-44

-7.1

Calculated as full-time equivalents, the number of employees (excluding vocational trainees)
amounted to 17,618, after 18,263 in the previous year.
Vocational training and continuous professional development
To counter the problems associated with the shift in the demographic structure of our staff, the
Bank continued to invest in securing its future workforce in 2008, raising both the number of
vocational trainees taken on and the ratio of those being offered permanent employment.
Whereas 437 vocational trainees were employed in 2007, this figure rose in the year under review
to 506. A similar picture applies to the ratios of vocational trainees being offered permanent employment. While around 60% of trainees were taken on permanently in 2007, this figure rose to
more than 75% in 2008. Enquiries about apprenticeships and positions as interns or management
trainees show that Dresdner Bank continued to be seen as an attractive employer in 2008.
Management development
To date, almost 400 participants have passed through the Potential Assessment Centre, which
was set up as a preliminary step under the Start-up Leadership Programme. The Senior Potential Assessment Centre, which is used to assess the suitability of candidates for positions in
second-level management, continued in its proven form. In total, 114 candidates have passed
through the Assessment Centre.
The format of the annual planning rounds held under the TOP Leadership programme was
completely revamped in 2008. In addition to establishing candidates' performance/potential
portfolio, this now offers comprehensive data for planning personnel and personnel development in the business units.
Remuneration / Employee shares
The previous collective wage agreement expired at the end of June 2008. The Bank nevertheless
resolved to raise salaries governed by collective wage agreements by 2.5% from 1 November
2008, thus following the recommendation of the employers' federation in this respect. This
voluntary increase in pay will be taken into account when the outstanding collective wage
agreement is signed.
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In 2008, employees in Germany again had the opportunity to participate in Allianz SE's global
share purchase plan and to subscribe for employee shares at preferential conditions. As in previous years, there was a 20% discount on the share price and a minimum number of 30 shares.
Because of the current situation on the equity markets, the conditional price determination procedure was applied for the first time, as Allianz SE's share price stood at more than 10% below the
original reference price on the last day of the subscription period. The adjusted reference price
following the end of the subscription period ensured that the offer was still attractive.
Work and family
More use was made in 2008 of the opportunities offered by the Bank to improve employees'
work-life balance. In particular, there was heavy demand for short-term childcare (approximately 1,000 cases). Increased use was also made of placement and advisory services for staff
looking for care solutions; compared to the previous year, usage of these services rose by 10%. In
particular, the numbers seeking advice on solutions for elderly dependants needing care virtually doubled. In addition, room for 20 more children was added in the crèche in 2008. Special
family part-time working models helped employees faced with an acute care problem and so
needing more flexibility.
Health management
Health management, with its four topics of risk assessment, work-related healthcare, occupational integration management, and prevention, was a focus of activity at Dresdner Bank in
2008.
A structured procedure for occupational integration management was developed for measures
aimed at employees who had been sick for more than six weeks within a period of twelve
months.
In addition, works agreements on working with VDUs and on determining and assessing potential risks to health as a result of psychological stress at work were signed.
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Sustainability
The environmental policy that Dresdner Bank has successfully pursued for years is documented in the Bank's environmental guidelines and environmental programme. To this end,
the Bank has set up a dedicated environmental management system that is certified according
to DIN ISO EN 14001. The aim is to assess negative environmental effects in terms of their ecological, economic and social aspects and to avoid or at least mitigate them as early as possible.
The environmental management system takes into account the ecological aspects of both
operations and products.
The ecological aspects of the Bank's operations include calculating operating consumption
data and implementing projects to cut resource usage and costs. 15.2% of our annual electricity
consumption in 2008 was generated from renewable sources, while 57.8% came from CHP
plants. This reduced CO2 emissions by 36.2% compared with the use of normal electricity
throughout. To improve the ecological efficiency of our operations, we again successfully
implemented a national project designed to save resources and cut costs that was specially
tailored to the Bank's internal situation.
The ecological aspects of the Bank's products involve systematically monitoring environmental
risks in the lending business as well as applying internationally recognised standards (Equator
Principles, Hermes guidelines, etc.). Risk limitation is performed in the respective divisions and
business areas.
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Relations with Affiliated Enterprises
From 23 July 2001, the date of the acquisition of Dresdner Bank AG, Frankfurt/Main, by Allianz
SE, Munich, until the takeover by Commerzbank on 12 January 2009, a related party relationship as defined by the Aktiengesetz (AktG – German Public Companies Act) existed between
the two companies. As a dependent company within the meaning of section 17 (1) AktG, we
report on our relationship with Allianz SE and with enterprises affiliated with Allianz SE for the
period 1 January 2008 to 31 December 2008 in accordance with section 312 AktG.
In the report on the relationship with Allianz SE and with enterprises affiliated with Allianz SE,
the Board of Managing Directors declared in accordance with section 312 AktG:
“We hereby declare that Dresdner Bank AG has received adequate consideration for all legal
transactions and other measures listed in this report on the basis of circumstances known to
us at the time that the transactions or measures were or were not performed, and has not been
placed at a disadvantage by measures being taken or not taken.”
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Events after the Balance Sheet Date
On 12 January 2009, Commerzbank implemented the takeover of Dresdner Bank and is now the
sole shareholder of Dresdner Bank. The merger of the two companies will take place in the
spring of 2009.
On implementation of the takeover by Commerzbank at the beginning of January 2009, there
was a further agreement that Allianz will strengthen Dresdner Bank's capital base. This was
achieved by Allianz taking over collateralised debt obligations with a notional value of €2 billion for a purchase price of €1.1 billion. In addition, Allianz will subscribe for a silent partner's
contribution in the amount of €750 million.
In January 2009 changes were made to the Board of Managing Directors at Dresdner Bank AG. In
the course of the transaction, six members of Commerzbank's Board of Managing Directors
were appointed to the Dresdner Bank Board. In addition, four previous members left the Dresdner Bank Board. Effective 19 January 2009, Martin Blessing took over the position of Chairman of
the Board of Managing Directors from Dr. Herbert Walter.
The Investment Banking division is being realigned in the course of the integration with Commerzbank and will focus in future on customer-oriented products. In this context, staff were let
go at the beginning of February.
In view of the acute danger to the continued existence of Dresdner Bank as a going concern and
the fact that capital ratios had fallen below minimum regulatory capital requirements, Commerzbank resolved on 3 March 2009 to increase Dresdner Bank's capital by €4.0 billion in the
first quarter of 2009.
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Outlook
Macroeconomic development
The global economy made a weak start to 2009. The confidence of investors and consumers in
the economic future has been shaken. Further cutbacks in consumer spending and investment
are likely. Global economic growth is expected to fall again in the first quarter because the
economic slowdown in the emerging markets is likely to continue. The economic situation
worldwide remains strained. Past experience of the economic consequences of the sort of financial crisis we are experiencing at present is virtually non-existent. A glimmer of hope for the
economic outlook in 2009 is provided by three main factors:
 The massive correction of commodities prices. For Germany, the effect of the drop in oil

prices is equivalent to a 3 to 4 percentage point reduction in VAT.
 Major central banks – led by the US Federal Reserve – have aggressively cut their key interest

rates.
 Many countries have announced or already resolved extensive economic stimulus pack-

ages. The global volume of these measures is estimated at USD 1,500 to 2,000 billion, or 2%
to 3% of global output.
However, hopes of a rapid turnaround would be premature. The effects of the financial market
crisis on the real economy will continue to occupy us in 2009.
The European and German economies will probably continue to contract at the beginning of
2009. Even if – as we expect – the economic outlook gradually starts improving again over the
course of the year as the economic stimulus packages take effect and commodities prices remain low, a clear decline in economic output is likely in Germany and the rest of the eurozone
for 2009.
A continued high level of volatility on the financial markets must be expected in the coming
months. Equally, further setbacks on the stock markets cannot be ruled out if there is more
negative news in connection with the economy and the financial market crisis. The markets are
only likely to improve in the long term if the economic outlook stabilises. This will probably
only start to happen over the course of 2009.
Risk avoidance strategies in particular have increased demand for government bonds and
driven down yields as a result. The yields on 10-year German government bonds are likely to
increase again in the second half of the year from their current level of around 3% in line with
the expected stabilisation of the economic situation.
The outlook for the German real estate market is relatively stable, since prices had not previously been significantly overheated. All in all, slight declines in turnover are expected in the
coming months. This relates to both the private real estate sector, where lending criteria are
becoming increasingly restrictive, and to the market for commercial space. However, the investment market, in which real estate forms an independent asset class, will be unable to escape the financial market crisis, meaning that significant slumps are likely in this country, too.
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Sector developments
The beginning of 2009 will again be dominated by the financial market crisis. Although massive
government intervention in the markets has halted the rapid downward spiral for the time
being, this marks only the beginning of a solution; repairing banks' balance sheets will take
some hard work even with government aid. Banks have no alternative in the current situation
other than to cut back on problem assets, deleverage and strengthen their equity base. Government aid makes this task somewhat easier. Nevertheless, not all banks will come through
this process unscathed; the crisis-driven consolidation of the sector will continue. It will still
take some time for confidence to be restored and hence for the markets to return to normal.
After falling sharply in 2008, capital market activity will again be down slightly year on year in
2009. Investor uncertainty and restraint will be clearly reflected in banks' balance sheets. The
loan and deposit business, which performed relatively well in 2008, will not escape the general
trend in 2009. In particular, a decline in corporate demand for loans, which was still strong in
2008, is on the horizon this year.
In addition to coping with the immediate impact of the crisis, the banks must increasingly
adjust to the deteriorating earnings outlook. Weak capital market activity is having an adverse
effect on earnings in investment banking in particular. To this must be added growing economic risks. For example, the recession will also drive up the number of corporate insolvencies
in the course of 2009, resulting in higher loan impairment losses. Generally, weaker earnings
potential and a need to charge increasing loan impairment losses in the classic banking business as well must be expected.
Business developments at Dresdner Bank
This extremely difficult situation for the entire banking sector will also affect Dresdner Bank's
performance in the run-up to its merger with Commerzbank in the spring of 2009. Following
the merger, Dresdner Bank will cease to exist as an independent legal entity. Significant proportions of Dresdner Bank's business activities will then be continued under the umbrella of the
new Commerzbank.
As the impact on earnings in the course of the financial market crisis has led to a significant
reduction in Dresdner Bank's capital base, and additional negative effects on earnings cannot
be ruled out for fiscal year 2009 in the run-up to the merger, it was imperative to take measures
to strengthen Dresdner Bank's capital. In this context, it was agreed with Allianz that Allianz SE
would subscribe for a silent participation in Dresdner Bank AG in the amount of €750 million
and that it would acquire a CDO portfolio with a nominal value of €2 billion. In addition, given
the acute danger to the continued existence of Dresdner Bank as a going concern and the fact
that capital ratios had fallen below minimum regulatory capital requirements, additional
measures to strengthen Dresdner Bank's capital base – whether by way of a capital increase by
Commerzbank AG as the sole shareholder of Dresdner Bank or through the reduction of riskweighted assets – were examined and prepared for implementation.
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In this context, Commerzbank resolved to increase Dresdner Bank's capital by €4.0 billion. The
basis for these measures is the programme agreed by Commerzbank with the Sonderfonds
Finanzmarktstabilisierung (SoFFin – Special Fund for Financial Market Stabilisation), which
provides for silent partner contributions and additional equity totalling €18.2 billion for Commerzbank AG. This will allow the new Commerzbank to report a core capital ratio of approximately 10%.
Together with measures designed to reduce risk, in particular in the Investment Banking division, this package of measures will restore the Bank's risk-bearing capacity. In this respect, the
continuation of going concern operations after the merger is also ensured.
We assume that the financial market crisis will continue in 2009 and that further impacts on
earnings must be expected. Due to the significant uncertainties surrounding the market environment and future economic developments, as well as the forthcoming merger of Dresdner
Bank with Commerzbank, which is scheduled to take place in the second quarter, it is not possible to make a reliable earnings forecast for 2009.
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Balance Sheet as at 31/12/2008
Dresdner Bank AG
Assets (€m)
Cash funds
a) Cash on hand
b) Balances with central banks
of which: with Deutsche Bundesbank
Public-sector debt instruments and bills eligible
for refinancing with central banks
a) Treasury bills, Treasury discount paper and
similar public-sector debt instruments
of which: eligible for refinancing with Deutsche
Bundesbank
b) Bills
of which: eligible for refinancing with Deutsche
Bundesbank

31/12/2008

31/12/2007

18,109

366
5,928
(5,072)
6,294

393
17,716
15,091

575

880

–

(423)
–

296
–
575

Loans and advances to banks
a) Payable on demand
b) Other
Loans and advances to customers
of which: secured by mortgages
municipal loans
Debt instruments
a) Money market securities
aa) public-sector issuers
of which: eligible as collateral for Deutsche
Bundesbank advances
ab) other issuers
of which: eligible as collateral for Deutsche
Bundesbank advances

14,966
46,407
61,373
130,642
17,113
899

c) Own debt instruments
principal amount
Equities and other variable-rate securities
Other equity investments
of which: in banks
in financial services institutions
Shares in affiliated companies
of which: in banks
in financial services institutions
Fiduciary assets
of which: fiduciary loans
Intangible fixed assets
Tangible fixed assets
Treasury shares
notional value
Other assets
Prepaid expenses
Deferred tax assets
Total assets

16,357
84,152
100,509
180,473
(19,644)
(799)

36

36

2,449

(–)
4,482

–
2,005

(–)
4,518

2,485
b) Bonds and notes
ba) public-sector issuers
of which: eligible as collateral for Deutsche
Bundesbank advances
bb) other issuers
of which: eligible as collateral for Deutsche
Bundesbank advances

(–)
880

9,443

14,984

35,838

(11,535)
44,470

6,652
9,444
45,281
788
818
48,554
11,142
339
126
5
4,143
967
502
1,330
572
50
727
387
106
48,638
3,660
40
329,709

(11,321)
59,454
632
(746)
64,604
30,058
414
(122)
(3)
5,033
(1,585)
(608)
1,276
(718)
50
722
1,150
(106)
40,240
2,679
85
434,467
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Liabilities and equity (€m)
Liabilities to banks
a) payable on demand
b) with agreed maturities or notice periods

31/12/2008

31/12/2007

87,945

35,239
120,277
155,516

28,752
59,193

Liabilities to customers
a) Savings deposits
aa) with agreed notice period of three months
ab) with agreed notice period of more than
three months

–

–

73

86
86

73
b) Other liabilities
ba) payable on demand
bb) with agreed maturities or notice period

68,816
74,808
143,624
143,697

Securitised liabilities
a) Debt instruments issued
b) Other securitised liabilities
of which: money market securities
own acceptances and promissory notes outstanding
Fiduciary liabilities
of which: fiduciary loans
Other liabilities
Deferred income
Provisions
a) Provisions for pensions and
similar obligations
b) Provisions for taxes
c) Other provisions
Subordinated liabilities
Profit-participation certificates
of which: maturing in less than two years
Fund for general banking risks
Equity
a) Subscribed capital
b) Contributions by silent partners
c) Capital reserves
d) Retained earnings
da) legal reserve
db) reserve for treasury shares
dc) other retained earnings
e) Net accumulated loss/distributable profit

15,409
12,935
7,793
–
28,344
1,330
572
52,141
4,134

1,917
503
1,711
4,131
4,859
632
–
–
1,503
843
–

Contingent liabilities
a) Contingent liabilities from endorsement
of discounted bills
b) Contingent liabilities from guarantees
and indemnity agreements
c) Contingent liabilities from the granting of
security for third-party liabilities
Other commitments
a) Repurchase commitments under
reverse repo transactions
b) Irrevocable loan commitments

16,191
20,214
(10,416)
(–)
36,405
1,276
(718)
41,434
2,385

1,858
521
1,314
3,693
4,550
1,517
(767)
174
1,503
1,000
4,436

–
387
–

2,496

3
1,150
582
1,735
0
8,674

329,709

434,467

387
237

Total liabilities and equity

80,211
98,546
178,757
178,843

–

–

16,803

17,566

–
16,803

–
17,566

35,589

2
46,806
46,808

1
35,588
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Income Statement for 2008
Dresdner Bank AG
Expenses (€m)
Interest expenses
Commissions paid
Net expense from financial transactions
General and administrative expenses
a) Personnel expenses
aa) wages and salaries
ab) social security, post-employment and
other employee benefit costs
of which: in respect of old age pensions
b) Other administrative expenses

2008
15,454
350
5,710

1,410

1,488

401

3,824

393
(200)
1,881
2,056
3,937

191
289

99
208

2,268

–

–
312
49
-5

193
17
53
181

3
–
28,445

8
944
23,858

-6,178
157
4,436

944
–
–

1,348

–
–
206
206

–
-237

-1,150
-1,150
0

224
1,811
2,013

Depreciation, amortisation and write-downs
of intangible and tangible fixed assets
Other operating expenses
Write-downs of loans and advances
and certain securities, and additions
to loan loss provisions
Write-downs of other equity investments,
shares in affiliated companies and
securities classified as fixed assets
Cost of loss absorption
Extraordinary expenses
Income tax income/expense
Other taxes not included under
other operating expenses
Profit for the period
Total expenses

Profit/loss for the period
Withdrawal from silent participation
Withdrawal from capital reserves
Withdrawals from retained earnings
a) from legal reserve
b) from reserve for treasury shares
c) from other retained earnings
Appropriations to retained earnings
a) to reserve for treasury shares
Net accumulated loss/Distributable profit

2007
16,847
508
863

3
763
582

–
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Income (€m)
Interest income from
a) lending and money market transactions
b) fixed-income securities and registered government debt
Current income from
a) equities and other variable-rate securities
b) other equity investments
c) shares in affiliated companies
Income from profit pooling, profit transfer,
or partial profit transfer agreements
Commissions received
Income from reversals of write-downs of
loans and advances and certain securities,
and from reversals of loan loss provisions
Income from the release of the fund for general banking risks
Income from reversals of write-downs of other
equity investments, shares in affiliated companies
and securities classified as fixed assets
Other operating income
Extraordinary income
Income from loss absorption
Loss for the period

Total income

2008

2007

17,999

15,630
2,661
18,291

472

843
274
192
1,309

376
1,910

40
2,247

–
174

1,356
–

429
789
0
118
6,178

–
614
1
–
–

28,445

23,858

15,597
2,402

340
15
117
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Notes to the Financial Statements
General
Basis of accounting
The annual financial statements of Dresdner Bank AG have been prepared in accordance with
the provisions of the Handelsgesetzbuch (HGB – German Commercial Code) in conjunction
with the Verordnung über die Rechnungslegung der Kreditinstitute (RechKredV – German Accounting Directive for Banks) and the applicable provisions of the Aktiengesetz (AktG – German
Stock Corporation Act).
Accounting policies
Cash funds are stated at their nominal value; foreign notes and coins are measured on the
basis of the year-end market rates (closing rates).
Public-sector debt instruments and bills are stated net of unearned discounts.
Loans and advances are stated at their nominal or face value, less any related loan impairment
allowances. Any differences between the nominal amount and the amount paid out which are
equivalent to interest are recognised as assets or liabilities and deferred and amortised over the
term.
The methods used in accordance with International Financial Reporting Standards (IFRSs) to
calculate loan impairment allowances and provisions and loan impairment losses and to report the effect of accrued interest are also used in the HGB annual financial statements. Allowances and provisions for specific risks are established to provide for individually identified
credit and counterparty and country risk-related counterparty risks. The amount of the allowances and provisions represents the difference between the carrying amount of the receivable
and the present value of the relevant expected cash flows calculated using the discounted cash
flow method, after allowing for recoverable collateral. Additionally, the amount of the country
risk-related allowance and provision for specific risks is based on the internal country rating
and on the Bank's historical loss experience. The amount of interest added back to the present
value of impaired and called-in loans (unwinding) is determined using the individual interest
rate before the loan was called in and reported as interest income.
Smaller standardised loans are grouped together to form homogeneous portfolios. In this case
a collective allowance is applied; the methodology for this is explained in the Risk Report. The
creation of homogeneous portfolios is restricted to certain loans in the Private & Corporate
Clients division. Interest income from unwinding is also calculated in the case of the collective
allowance, as with allowances and provisions for specific risks.
Allowances and provisions for general risks are established to provide for incurred but unidentified losses resulting from credit and country risks that are inherent in the loan portfolio as at
the reporting date. They are calculated using a model-based approach that is primarily based
on historical loss probabilities and loss ratios for that portion of the loan portfolio for which no
other loan impairment allowances have been recognised to date, plus the average identification period to be applied. Significant changes in the economic environment and current events
are taken into account when determining the allowances and provisions for general risks. Examples are extreme price changes on the commodities and currency markets. The amount of
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allowances and provisions for general risks is determined by the independent Risk function.
The collective allowance is a component of the allowances and provisions for general risks.
In the income statement, the line item risk provisioning constitutes a net of income and expense items, as permitted by section 340f (3) of the HGB.
Securities are reported in the balance sheet under debt instruments and equities and other
variable-rate securities. A distinction is made between long-term securities and securities held
as current assets.
Long-term securities are measured in accordance with the rules for fixed assets at the lower of
cost or market at the reporting date. Write-downs are reversed where the reasons for them no
longer exist.
Securities held as current assets comprise either securities held in the trading portfolio or securities belonging to the liquidity portfolio. Securities held in the trading portfolio are carried at
amortised cost. Together with other trading transactions, such as derivatives, they are marked
to market, with the risk of short-term changes in market price reflected by an appropriate value
at risk discount. The difference between the market price of the securities, net of risk markdowns, and amortised cost is reported net in other assets or other liabilities, as appropriate,
after offsetting against gains or losses from the remeasurement of derivatives. Appropriate
reclassifications are made if the original purpose of securities held in the trading portfolio
changes. Securities belonging to the liquidity portfolio (securities which are neither treated as
long-term securities nor held for trading purposes) are measured, by type of security, at the
lower of the moving average cost or market value at the reporting date. In the case of securities
belonging to the liquidity portfolio that were bought above or below their par value, the respective discounts or premiums are amortised on a pro rata basis across the securities' remaining
life.
As a rule, Dresdner Bank measures its trading assets and liabilities at fair value. Quoted market
prices for identical financial instruments are used to determine fair value whenever possible.
This assumes the existence of an active market. In those cases where no quoted prices are
available for identical financial instruments in an active market, fair value is established using
valuation techniques. These valuation techniques include comparisons with quoted prices for
similar financial instruments in active markets, comparisons with quoted prices for identical
or similar financial instruments in inactive markets, and the use of valuation models for which
all significant inputs are based – as far as possible – on observable market data. If, exceptionally, valuation models are used that incorporate inputs for which there is insufficient observable market data, these valuations inherently include a greater level of management judgement.
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The Bank refined the valuation models applied to financial instruments related to asset-backed
securities (ABSs); these models are used primarily to measure tranches comprising US residential mortgage-backed securities (US RMBSs) and collateralised debt obligations (CDOs) that
mainly reference US RMBSs. Reliable market prices for the Bank's portfolio of US RMBSs and
CDOs, which were particularly affected by the financial crisis, were only available to a limited
extent in fiscal year 2008 and at the end of 2007. This is why cash flow-based valuation models
were used. The main inputs used to determine the expected cash flows of individual tranches
are prepayment rates and default ratios, which are analysed using a number of scenarios. Under these scenarios, the average present value of expected cash flows is calibrated to observable
market data; this includes the ABX.HE series of subprime RMBS indices and predefined portfolios for which independently sourced price data is consistently available. The calibration of
valuation models in line with available price data (current credit spreads) adequately reflects
the illiquidity of certain market segments.
As a result of the financial crisis, ABSs were reclassified from the trading book to the banking
book as at 1 July 2008. These securities were reclassified because they were no longer intended
to be sold or traded in the short term and, instead, the Bank intended to hold them for the foreseeable future or until maturity. At the same time, the fair value of these ABSs at the date of
reclassification formed the basis for determining their amortised cost; as at 31 December 2008,
the ABSs were written down to their lower fair value.
Zero bonds are accounted for using the effective interest method. Repurchased warrants issued
by the Bank are offset against the warrants issued by us, which are recognised under securitised liabilities.
We report securities lending and borrowing transactions in the same way as collateralised
monetary transactions. Securities that have been lent continue to be recognised in the balance
sheet. In contrast, borrowed securities are not recognised in the balance sheet.
Other equity investments and shares in affiliated companies are measured in accordance with
the rules for fixed assets at the lower of cost or market at the reporting date. Write-downs are
reversed where the reasons for them no longer exist. The income and expense items referred to
in section 340c (2) of the HGB have been netted and included under net income from financial
investments, as permitted by that statute.
Tangible fixed assets are stated at acquisition or production cost less depreciation and writedowns, where applicable. Depreciation and write-downs are calculated on the basis of the rates
permitted by tax rules. Low-value fixed assets are written off in full in the year of acquisition.
Deferred tax assets were recognised in accordance with the provisions of section 274 (2) of the
HGB.
Interest-bearing liabilities are accounted for at the amount to be repaid. Where liabilities are
entered into subject to discounts, the discounts are reported as prepaid expenses and amortised over the life of the respective liabilities. Correspondingly, in the case of interest-bearing
liabilities subject to premiums, the premiums are reported as deferred income and amortised
over the life of the respective liabilities. Non-interest bearing liabilities such as zero bonds are
measured at their present value.
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Pension provisions are measured using actuarial principles on the basis of the “2005 G” mortality tables. Existing pension entitlements (“Bestandsrenten”) are measured using a discount
rate of 6%, while new pension entitlements (“Zuwachsrenten”) are measured using a discount
rate of 2.75%, based on the life insurers' guaranteed rate of return. The German entry age normal method (“Teilwertverfahren”) or the projected unit credit method is applied, depending on
the applicable pension benefit rules. New members are measured using the projected unit
credit method and a discount rate of 2.75%.
Provisions for taxes, uncertain liabilities and expected losses from onerous contracts are stated
at the amounts expected to become payable, applying prudent business judgement.
Contingent liabilities are stated at nominal value, less any related provisions.
Derivatives in both the banking book and the trading book are off-balance sheet, i.e. they do not
in their own right represent assets or liabilities eligible for recognition. In contrast, deferred
interest, option premiums paid or received and derivative margin accounts are recognised
under other assets or other liabilities, as appropriate.
Where derivatives in the banking book are used to hedge balance sheet items, these are measured in accordance with the rules applicable to the hedged item. Unrealised measurement
gains are not taken into account, whereas unrealised losses are accounted for by setting up a
provision for expected losses from onerous contracts. Currency instruments are measured at
the closing rate. Purchased credit default swaps have the same economic function as financial
guarantee contracts received if they demonstrably serve to hedge against interest and principal
repayment defaults on loans, and are treated accordingly. Income and expense from interest
rate instruments associated with assets or liabilities which are carried at nominal or face value
are deferred on a straight-line basis.
Together with securities held in the trading portfolio (see also the explanation of securities
held in the trading portfolio), derivatives in the trading book are marked to market. Such financial instruments are measured at fair value. Where no listed market prices are available, the
fair value is estimated using accepted valuation models (especially discounted cash flow
methods and option pricing models); the parameters used in such models include yield and
volatility curves, exchange rates, or implied correlations appropriate to the model used. In this
process, appropriate measurement adjustments are made, e.g. for model risks and the counterparties' credit ratings (including the Bank's own risk). The principle of prudence is observed by
means of an appropriate value at risk discount.
Certain structured financial instruments also contain derivative components. Where the economic characteristics and risks of the embedded derivatives are not closely related to the economic characteristics and risks of the host contract and where the combined financial instrument is not carried in the trading book, the embedded derivatives are accounted for in accordance with the general principles applying to derivatives and the host contract is accounted for
at amortised cost. Structured financial instruments in the trading book are not separated.

69

70

Dresdner Bank AG

Foreign currency translation
Assets denominated in a foreign currency that are accounted for as fixed assets and are not
specifically hedged in the same currency are translated at historical rates.
All other assets and liabilities denominated in a foreign currency and outstanding unsettled
spot transactions are translated at the spot middle rate as at the reporting date.
The translation of forward currency transactions is discussed in the Notes relating to our offbalance sheet business. Currency translation gains and losses were recognised in accordance
with section 340h (2) of the HGB.
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Notes to the Balance Sheet
Analysis of loans/advances and liabilities by residual term
31 December 2008
Loans and advances
€m
Term loans and advances to banks
Loans and advances to customers1)
Total

Up to
3 months

> 3 months
to 1 year

> 1 year
to 5 years

More than
5 years

Total

35,273

7,793

2,780

561

46,407

66,517

9,644

26,088

28,393

130,642

101,790

17,437

28,868

28,954

177,049

1) Loans and advances to customers with residual terms of up to three months include €6,137 million of undated claims.

Holdings of debt instruments in the amount of €48,554 million include €13,104 million maturing in 2009.
Liabilities
€m
Term liabilities to banks
Savings deposits

Up to
3 months

> 3 months
to 1 year

> 1 year
to 5 years

More than
5 years

Total

39,956

10,409

5,816

3,012

59,193

14

9

40

10

73

Other term liabilities to customers

54,565

9,346

5,491

5,406

74,808

Securitised liabilities
of which:
other securitised liabilities

10,122

3,063

11,436

3,723

28,344

8,221

1,148

2,591

975

12,935

362

72

1,049

3,376

4,859

–

–

–

632

632

105,019

22,899

23,832

16,159

167,909

Subordinated liabilities
Profit-participation certificates
Total

Securitised liabilities include €15,409 million of debt instruments issued, of which €3,816 million mature in 2009.
31 December 2007
Loans and advances
€m
Term loans and advances to banks
Loans and advances to customers1)
Total

Up to
3 months

> 3 months
to 1 year

> 1 year
to 5 years

More than
5 years

Total

64,027

15,912

3,582

631

84,152

112,944

9,844

26,386

31,299

180,473

176,971

25,756

29,968

31,930

264,625

1) Loans and advances to customers with residual terms of up to three months include €4,219 million of undated claims.

Liabilities
€m
Term liabilities to banks
Savings deposits
Other term liabilities to customers
Securitised liabilities
of which:
other securitised liabilities
Subordinated liabilities
Profit-participation certificates
Total

Up to
3 months

> 3 months
to 1 year

> 1 year
to 5 years

More than
5 years

Total

94,397

14,143

6,825

4,912

120,277

12

11

50

13

86

79,468

7,502

6,536

5,040

98,546

9,837

7,324

13,686

5,558

36,405

8,800

3,760

5,729

1,925

20,214

32

320

1,152

3,046

4,550

–

767

–

750

1,517

183,746

30,067

28,249

19,319

261,381
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Loans and advances and liabilities to affiliated companies
€m

31/12/2008

31/12/2007

Loans and advances to banks

3,372

2,640

Loans and advances to customers

9,454

21,172

Debt instruments

6,651

6,154

19,477

29,966

Loans and advances to affiliated companies
Liabilities to banks

14,669

15,752

Liabilities to customers

9,166

21,908

Securitised liabilities

4,406

1,046

Subordinated liabilities
Liabilities to affiliated companies

2,525

2,456

30,766

41,162

Loans and advances and liabilities to other equity investments
€m

31/12/2008

31/12/2007

Loans and advances to banks

868

916

Loans and advances to customers

221

538

Debt instruments

38

210

1,127

1,664

Liabilities to banks

19

187

Liabilities to customers

24

33

Liabilities to other equity investments

43

220

Loans and advances to other equity investments

Loans and advances and liabilities to other equity investments also contain loans and advances and liabilities to associates.
In accordance with section 287 sentence 1 of the HGB, the list of our shareholdings in accordance with section 285 no. 11 of the HGB is prepared separately and published in the electronic
Bundesanzeiger (Federal Gazette) together with the annual financial statements. The list of
shareholdings also contains disclosures on the existence of profit and loss transfer agreements.
Trustee business
€m

31/12/2008

31/12/2007

Loans and advances to customers

572

718

Debt instruments

422

558

Other fiduciary assets
Fiduciary assets
Liabilities to banks

336

–

1,330

1,276

7

8

Liabilities to customers

565

710

Other fiduciary liabilities

758

558

1,330

1,276

Fiduciary liabilities

By definition, the trustee business classified here relates solely to assets that are held by the
Bank in its own name but for the account of third parties.
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Foreign currency holdings
€m

31/12/2008

31/12/2007

Assets

118,995

147,732

Liabilities

106,581

128,241

The amounts reported constitute aggregate euro equivalents in a wide variety of currencies
outside the eurozone. Any differences between the amounts of assets and liabilities are due to
the fact that the information given only relates to items relevant to the balance sheet and thus
excludes the nominal value of forward currency transactions, including those concluded for
hedging purposes.
Subordinated assets
€m

31/12/2008

Loans and advances to banks

31/12/2007

70

98

Loans and advances to customers

376

889

Debt instruments

175

165

158

147

17

18

9

16

630

1,168

– Bonds and notes (other issuers)
– Own debt instruments
Equities and other variable-rate securities
Subordinated assets

Marketable securities
€m
Debt instruments

Listed securities
Unlisted securities
Total
31/12/2008 31/12/2007 31/12/2008 31/12/2007 31/12/2008 31/12/2007
32,993

44,327

15,561

20,277

48,554

64,604

8,371

23,689

613

2,256

8,984

25,945

Other equity investments

2

5

5

5

7

10

Shares in affiliated companies

–

239

2

2

2

241

Equities and other variable-rate securities
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Movements in fixed assets
€m

Historical
cost

Additions
in fiscal
year

Disposals
in fiscal
year

498

35

Shares in affiliated
companies1)

6,742

Long-term securities1)

6,995

Other equity investments1)

Intangible fixed assets

Writedowns
(total)

Writedowns
during
fiscal year

Residual
book
value at
31/12/
2008

Residual
book
value at
31/12/
2007

194

339

414

1,992

4,591

4,143

5,033

2,047

568

8,474

6,920

262

41

22

231

40

50

50

1,792

98

156

1,007

27

727

722

– Land and buildings2)

653

71

68

177

-24

479

449

– Office furniture and
equipment

1,139

27

88

830

51

248

273

Tangible fixed assets

1) Certain amounts have been aggregated as permitted by section 34 (3) of the RechKredV.
2) Write-downs during the fiscal year include the reversal of a write-down of an office building used by the Bank in the amount of €120 million.

Write-downs of long-term securities to the lower fair value in the amount of €639 million (previous year: €58 million) were not charged as no permanent impairment is to be expected in
view of the maturity. The Bank used land and buildings with a carrying amount of €479 million
(previous year: €445 million) in connection with its activities; write-downs of €87 million were
incurred in the year under review.
Other assets
Other assets consist of items which cannot be attributed to other specific asset items. 79% of
the €48,638 million of other assets recognised consisted of accrued interest on derivatives and
premiums paid for unexpired options on securities, foreign currencies, precious metals, interest rate and foreign currency swaps, and for interest rate caps and floors.
Deferred taxes
At 31 December 2008, deferred tax assets in the amount of €40 million (previous year: €85 million) were recognised in accordance with section 274 of the HGB. Deferred tax assets and liabilities were netted to determine the required deferral amount. Of the total amount, deferred
tax assets of €45 million relate to domestic operations and deferred tax liabilities of €5 million
to branches outside Germany. Within Germany, deferred tax assets were recognised primarily
for non-tax-deductible provisions for expected losses from onerous contracts. With regard to
foreign branches, the deferred taxes result from a variety of differences between the carrying
amounts in the financial statements and the tax accounts.
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Assets sold under repurchase agreements
The net carrying amount of assets sold under repurchase agreements amounted to €24,930
million at the reporting date (previous year: €54,576 million). These assets continue to be recognised in our balance sheet, and the consideration received for them is included under liabilities. Besides open market transactions with Deutsche Bundesbank, these operations consist of
repurchase transactions (monetary transactions collateralised by securities) entered into with
customers and banks.
Prepaid expenses/deferred income
Prepaid expenses include discounts on liabilities in accordance with section 250 (3) of the HGB
in the amount of €192 million (previous year: €224 million), while deferred income includes
discounts on loans and advances in accordance with section 340e (2) sentence 2 of the HGB in
the amount of €24 million (previous year: €32 million).
Other liabilities
Other liabilities consist of liabilities which cannot be included in any other specific liability
items. At the end of December 2008, accrued interest on derivatives as well as premiums received by the Bank in respect of unexpired options on securities, foreign currencies, precious
metals, interest rate and foreign currency swaps, and of interest rate caps and floors accounted
for 89% of the reported €52,141 million of other liabilities.
Provisions
As at 31 December 2008, pension provisions were recognised in the amount of €1,917 million
(previous year: €1,858 million); in respect of this item, assets have been transferred to an independent trustee. Dresdner Bank AG is the beneficial owner of these assets and has reported
assets totalling €1,783 million in the balance sheet (previous year: €1,933 million). These assets
may only be used to settle pension obligations to employees and pensioners, and to settle partial retirement obligations.
Provisions for taxes fell by €18 million to €503 million (previous year: €521 million). The other
provisions increased by a total of €397 million and amounted to €1,711 million as at
31 December 2008 (previous year: €1,314 million); they primarily include a provision for an
obligation relating to a backstop line and provisions relating to human resources and loan loss
provisions.
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Subordinated liabilities
Subordinated liabilities were reported in the aggregate amount of €4,859 million (previous
year: €4,550 million); in the event of insolvency or liquidation, these may not be redeemed until
all non-subordinated creditors have been satisfied. There is no obligation to redeem subordinated liabilities prior to maturity.
The following table shows the subordinated liabilities by maturity. A distinction is made between fixed-rate and floating-rate liabilities:
€m

Maturity
2011

2009

2010

2012

2013

136

127

533

21

270

1,855

Average interest rate

4.2%

6.6%

5.8%

5.7%

6.4%

7.0%

Floating rate

298

2

61

21

14

1,521

Average interest rate

3.7%

3.0%

4.1%

6.2%

5.6%

4.5%

Subordinated liabilities

434

129

594

42

284

3,376

Fixed rate

After 2013 31/12/2008 31/12/2007
2,942

2,764

1,917

1,786

4,859

4,550

The total interest expense on subordinated liabilities amounted to €244 million (previous year:
€211 million).
Borrowings in excess of 10% of the aggregate volume of subordinated liabilities relate to a subordinated registered bond in the amount of €1 billion, which bears a standard market rate of
interest (one-month Euribor plus 1.01%) and which will mature in 2017, as well as to an issue in
the amount of USD 1 billion (interest rate 8.151%, maturing in 2031), and an issue in the
amount of €0.5 billion (interest rate 5.790%, maturing in 2011). In all three cases, conversion
into capital or into another form of debt is not contractually stipulated.
Profit-participation certificates
At 31 December 2008, the aggregate amount of profit-participation certificates outstanding was
€632 million (previous year: €1,517 million). Profit-participation certificates entitle holders to
annual interest payments, which take priority over shareholders' dividend entitlements; they
are subordinated to liabilities from other creditors, except those similarly subordinated. They
share in losses in accordance with the conditions attached to the certificates. The profitparticipation certificates will be redeemed in line with the provisions regarding loss sharing.
In accordance with the terms and conditions, the profit-participation certificates issued in July
2006 with a total nominal amount of €750 million participated in the net accumulated loss. The
carrying amount was therefore reduced to €632 million. No interest was payable in 2008. The
issue bears an interest rate of 5.386% and has a term until 2016; it is deemed to be liable capital
in accordance with the KWG.
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Statement of changes in equity
€m
Subscribed capital (share capital)
– 1 January 2008

1,503

– 31 December 2008

1,503

Contributions by silent partners
– 1 January 2008

1,000

– Withdrawal

157

– 31 December 2008

843

Capital reserves
– 1 January 2008

4,436

– Withdrawal

4,436

– 31 December 2008

–

Retained earnings
– Legal reserve
– 1 January 2008

3

– Withdrawal

3

– 31 December 2008

–

– Reserve for treasury shares
– 1 January 2008
– Withdrawal

1,150
763

– 31 December 2008

387

– Other retained earnings
– 1 January 2008

582

– Withdrawal

582

– 31 December 2008

–
387

Net accumulated loss
Equity

237
2,496

The subscribed capital of €1,502,972,205.80 as at 31 December 2008 was composed of
578,066,233 registered no-par value shares. Each share represents a notional share in the share
capital and entitles the holder to one vote in the Annual General Meeting; treasury shares do
not carry voting rights.
As at 31 December 2008, Allianz SE held a 100% indirect interest in Dresdner Bank AG's share
capital. As at the balance sheet date, Dresdner Bank was an affiliated company of Allianz SE as
defined by section 271 (2) of the HGB and was included in the consolidated financial statements of Allianz SE, Munich. These can be obtained from Allianz SE, Königinstrasse 28, 80802
Munich. The consolidated financial statements are published in the electronic Bundesanzeiger
(Federal Gazette).
The following arrangements for the payment obligations of the Bank in the event of liquidation
or insolvency apply to the ranking of the silent participation: they rank behind the claims of all
existing and future creditors of the Bank. They rank at least pari passu with all claims for the
repayment of capital contributions made with respect to existing and future silent participations in the Bank, as well as with all claims against the Bank that rank or are expressed to rank
pari passu with the aforementioned claims. In addition, they rank senior to all claims of shareholders of the Bank in connection with their shares in the statutory capital of the Bank, in each
case as already arisen or arising in the future. No interest was payable in 2008 due to the net
accumulated loss.
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Treasury shares
On 27 July 2007, Dresdner Bank AG acquired 40,809,084 own shares from Allianz Finanzbeteiligungs GmbH. Treasury shares account for €106,103,618.40 or approximately 7% of the entire
share capital. As at the balance sheet date, treasury shares had a carrying amount of €387 million (previous year: €1,150 million); as a result of this change, the reserve for treasury shares
was reduced by €763 million.
Collateral pledged for own liabilities
Assets in the amounts given below were pledged as collateral for the following liabilities:
€m

31/12/2008

31/12/2007

Liabilities to banks

26,959

47,860

Liabilities to customers

16,988

20,896

Other commitments
Collateral pledged for own liabilities

173

226

44,120

68,982

The collateral pledged for own liabilities to banks primarily relates to money market transactions with Deutsche Bundesbank and special-purpose funds transmitted on behalf of Kreditanstalt für Wiederaufbau and certain other financial institutions.
Contingent liabilities
€m
Contingent liabilities from guarantees and indemnity agreements
– Credit guarantees
– Other guarantees and warranties
– Letters of credit
– Letters of credit opened

31/12/2008

31/12/2007

16,803

17,566

414

566

14,335

14,671

2,054

2,329

691

779

1,363

1,550

16,803

17,566

31/12/2008

31/12/2007

Repurchase commitments under reverse repo transactions

1

2

of which: loans and advances

1

2

35,588

46,806

28,934

38,446

– Standby facilities

4,344

6,483

– Guarantee credits

1,956

1,535

– Letters of credit confirmed
Contingent liabilities

Other commitments
€m

Irrevocable loan commitments
– Advances

– Discount credits

15

64

– Mortgage loans

339

278

35,589

46,808

Other commitments

The volumes of commitments reported under irrevocable loan commitments represent
amounts not drawn upon. There were no placement or underwriting commitments as at
31 December 2008.
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Notes to the Income Statement
Geographical breakdown of gross income
€m

2008

2007

Germany

9,582

14,710

Rest of Europe

5,286

5,949

North America

412

845

Asia
Total

180

94

15,460

21,598

The total amount contains the following income statement items: interest income, current
income from equities and other variable-rate securities, other equity investments and shares in
affiliated companies, fee and commission income, net income from financial transactions, and
other operating income.
Other operating income
Other operating income amounted to €789 million (previous year: €614 million). €291 million
of this amount related to income from currency translation differences, €123 million to income
from the release of provisions, €120 million to the reversal of a write-down of an office building
used by the Bank, €104 million to reimbursements from services rendered to Group companies
and €20 million to rental income.
Other operating expenses
Other operating expenses amounted to €289 million (previous year: €208 million). €71 million
of this amount related to losses on the sale of receivables and €57 million to compensation
payments.
Extraordinary expenses
The extraordinary expenses of €49 million (previous year: €53 million) relate to restructuring
expenses.
Income tax income/expense
Income tax income of €5 million was reported for the year under review (previous year: income
tax expense of €181 million). No current tax expense was incurred in 2008 due to the loss reported for the year; the reimbursement is attributable to previous years.
Offset of loss for the period
A loss for the period of €6,178 million was recognised in the income statement. €585 million of
this amount was covered by the complete withdrawal of the legal reserve and other retained
earnings, €763 million by a withdrawal from the reserve for treasury shares and €4,436 million
by the complete withdrawal of the capital reserves. In total, reserves amounting to €5,784 million were therefore withdrawn. After adjustment for the share of losses of contributions by
silent partners in the amount of €157 million, a net accumulated loss of €237 million remains.
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Other Information
Other financial commitments
€m

31/12/2008

31/12/2007

Obligations arising from hire, rental and leasing contracts

1,899

1,909

of which: relating to land and buildings

1,570

1,570

216

199

Commitments under capital projects in progress
Commitments to pay up shares, bonds and other capital interests; secondary liability
Total
of which: commitments to affiliated companies

229

213

2,344

2,321

412

381

Commitments to pay up shares, bonds and other capital interests amounted to €37 million
(previous year: €26 million). As at the reporting date, there was no secondary liability in accordance with section 24 of the Gesetz betreffend die Gesellschaften mit beschränkter Haftung
(GmbHG – German Limited Liability Companies Act) (previous year: €12 thousand). The run-off
liability following a hive-off in accordance with section 133 of the Umwandlungsgesetz
(UmwG – German Reorganisation Act) was unchanged at €129 million.
Commitments to pay further contributions in accordance with section 26 of the GmbHG existed in respect of our interest in Liquiditäts-Konsortialbank GmbH, Frankfurt/Main, in the
amount of €58 million (unchanged); in addition, we have a proportionate contingent liability to
provide additional contributions owed by other shareholders belonging to Bundesverband
deutscher Banken e. V. (the Federal Association of German Banks), Berlin.
Because of the legal form of the companies concerned, the liability relating to the interests in
LOFRA GmbH & Co. KG, Frankfurt/Main, Reuschel & Co. Kommanditgesellschaft, Munich, and
Dresdner Kleinwort Leasing December (15), London, is unlimited. We have no reason to doubt
the financial status of the other partners.
In the case of the two closed-end real estate funds MERKUR Grundstücks-Gesellschaft Objekt
Berlin Lange Straße KG, Grünwald, and KALMUS Grundstücks-Gesellschaft Objekt Erfurt KG,
Grünwald, Dresdner Bank AG has issued an irrevocable declaration of indemnity to Kommanditgesellschaft Allgemeine Leasing GmbH & Co. (KGAL), Grünwald, which covers certain rights
of tender in respect of KGAL.
In accordance with section 5 (10) of the Statutes of the Einlagensicherungsfonds (Deposit Protection Fund), we have undertaken to indemnify Bundesverband deutscher Banken e. V. for any
losses it may incur by reason of measures taken on behalf of any banks in which we own a majority interest.
In the case of subsidiaries as defined in section 290 (1) and (2) of the HGB which are engaged in
banking business or complementary operations, Dresdner Bank AG takes care in relation to the
proportion of its shareholding, except with regard to political risk, that these companies are
able to meet their obligations.
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Derivatives business
Trading and banking book
€m
Interest rate derivatives

Notional
Positive
Negative
amount
fair values
fair values
31/12/2008 31/12/2007 31/12/2008 31/12/2007 31/12/2008 31/12/2007
5,330,801

4,343,912

136,756

46,551

134,055

46,029

OTC products
– FRAs

171,422

54,791

285

39

221

127

– Interest rate swaps

4,610,856

3,485,053

128,900

43,112

125,553

41,524

– Fixed-rate swaps

46,156

9,825

1,093

162

1,193

93

– Basis swaps

60,165

32,863

1,069

1,048

928

397
41,034

4,504,535

3,442,365

126,738

41,902

123,432

– Interest rate options: buy

– Interest rate swaps (IRSs)

80,951

72,003

2,736

1,131

–

–

– Interest rate options: sell

113,571

112,071

–

–

4,697

2,367

8,230

10,321

2,451

864

924

578

– Other interest rate contracts
Exchange-traded products
– Interest rate futures

88,145

107,170

7

0

12

0

– Interest rate options: buy

125,859

228,467

2,377

1,405

–

–

– Interest rate options: sell

131,767

274,036

–

–

2,648

1,433

712,759

858,617

31,059

13,286

30,105

12,732

– Forward currency transactions

396,743

491,410

17,270

6,360

16,948

6,152

– Cross-currency swaps

106,472

92,728

6,543

3,947

7,253

3,414

– Currency options: buy

102,147

141,713

7,109

2,979

–

–

– Currency options: sell

107,260

132,160

–

–

5,904

3,166

137

–

137

–

–

–

–

606

–

–

–

0

678,116

423,960

23,780

20,844

22,611

20,886
1,352

Currency derivatives
OTC products

– Other currency contracts
Exchange-traded products
– Currency futures
Equity/index derivatives
OTC products
– Equity/index swaps

13,547

43,167

719

1,544

925

– Equity/index options: buy

380,131

109,452

15,435

13,103

–

–

– Equity/index options: sell

192,338

118,625

–

–

13,776

13,582

143

15

133

–

8

4

9,096

8,705

17

–

6

–

– Equity/index options: buy

41,208

69,963

7,476

6,197

–

–

– Equity/index options: sell

41,653

74,033

–

–

7,896

5,948

781,118

1,161,031

48,258

12,504

46,767

12,168

– Protection buyer

390,492

577,572

45,965

10,423

1,264

981

– Protection seller

386,319

568,558

2,035

1,034

44,790

10,064

4,262

12,089

240

622

700

1,106

– Other equity/index contracts
Exchange-traded products
– Equity/index futures

Credit derivatives
Credit default swaps

Total return swaps
– Protection buyer
– Protection seller
Other derivatives

45

2,812

18

425

13

17

33,423

21,323

2,575

1,290

2,701

1,248

26,854

15,194

1,282

736

1,465

665

3,608

3,932

1,255

554

1,189

583

OTC products
– Precious metal derivatives
– Other contracts
Exchange-traded products
– Futures and options
Grand total

2,961

2,197

38

–

47

–

7,536,217

6,808,843

242,428

94,475

236,239

93,063
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The preceding table shows the notional amounts and fair values for the Bank's entire derivatives business, covering both trading and banking book derivatives. The latter are presented in
the following table and serve to hedge interest rate, exchange rate, or market price fluctuations.
Banking book
€m

Notional
Positive
Negative
amount
fair values
fair values
31/12/2008 31/12/2007 31/12/2008 31/12/2007 31/12/2008 31/12/2007

Interest rate derivatives

4,862

5,723

1,219

175

213

368

329

168

5

341

10

Equity/index derivatives

2,576

2,895

191

29

251

569

Credit derivatives

3,495

5,989

382

44

13

23

Currency derivatives

Other derivatives
Total

27

16

16

1

0

–

0

11,317

14,952

1,961

253

818

629

Information on the accounting treatment is provided in the Notes to the Balance Sheet under
the other assets and other liabilities items.
Auditors' fees
20081)

2007

Auditing of the financial statements

10

11

Other assurance or valuation services

2

3

Tax advisory services

0

1

Other services

0

1

12

16

€m

Total

1) KPMG Germany and United Kingdom have been affiliated companies since 1 October 2007; KPMG Switzerland and Spain have also been affiliated companies of
KPMG Germany since 1 October 2008. The auditors' fees for fiscal year 2008 therefore also include these two companies.

Branch offices
Germany
Other countries
Total

2008

2007

847

838

18

18

865

856

Employees
The average number of vocational trainees and management trainees during the year was 877
(previous year: 819) and 128 (previous year: 93) respectively. Excluding vocational trainees and
management trainees, the average number of staff employed during the year was 20,503 (previous year: 21,610); the breakdown is shown in the following table:
Germany
Other countries
Total

2008

2007

19,907

21,023

596

587

20,503

21,610

Management and brokerage services
Besides its securities commission business, the following management and brokerage services
represent a substantial part of Dresdner Bank AG's activities: custody administration, administration of fiduciary loans, asset management as well as the brokerage of mortgages, insurance
policies, home loans contracts and real estate.
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Loans to members of the Board of Managing Directors and the Supervisory Board
Loans to members of the Board of Managing Directors and liabilities assumed on their behalf
totalled €396,257.03 (previous year: €426,275.80). The total volume of loans granted to members
of the Supervisory Board of Dresdner Bank AG was €9,343,915.00 (previous year: €447,719.26).
These transactions have been entered into at normal terms.
Remuneration of executive body members
The remuneration paid to the Board of Managing Directors in accordance with section 285 no.
9a) of the HGB amounted to €14,624,407.32 (previous year: €21,301,281.36). This includes sharebased payments comprising 29,690 (previous year: 62,461) stock appreciation rights (SARs)
with a fair value of €23.98 at the grant date (previous year: €39.05) and 14,409 (previous year:
44,423) restricted stock units (RSUs) with a fair value of €82.75 at the grant date (previous year:
€134.48). The remuneration paid to former members of the Board of Managing Directors and
their surviving dependants amounted to €36,398,269.81 (previous year: €11,891,333.57). Pension
provisions for former members of the Board of Managing Directors and their surviving dependants amounted to €125 million as at 31 December 2008 (previous year: €123 million).
Compensation paid to members of Dresdner Bank AG's Supervisory Board for fiscal year 2008
totalled €1,006,387.50 (previous year: €982,125.00), including value added tax. Payments to the
members of the regional advisory boards amounted to €1,220,103.00 (previous year:
€1,230,084.25), including value added tax.
Events after the balance sheet date
On 12 January 2009, Commerzbank implemented the takeover of Dresdner Bank and is now the
sole shareholder of Dresdner Bank. The merger of the two companies will take place in the
spring of 2009.
On implementation of the takeover by Commerzbank at the beginning of January 2009, there
was a further agreement that Allianz will strengthen Dresdner Bank's capital base. This was
achieved by Allianz taking over collateralised debt obligations with a notional value of €2 billion for a purchase price of €1.1 billion. In addition, Allianz will subscribe for a silent partner's
contribution in the amount of €750 million.
In January 2009 changes were made to the Board of Managing Directors at Dresdner Bank AG. In
the course of the transaction, six members of Commerzbank's Board of Managing Directors
were appointed to the Dresdner Bank Board. In addition, four previous members left the Dresdner Bank Board. Effective 19 January 2009, Martin Blessing took over the position of Chairman of
the Board of Managing Directors from Dr. Herbert Walter.
The Investment Banking division is being realigned in the course of the integration with Commerzbank and will focus in future on customer-oriented products. In this context, staff were let
go at the beginning of February.
In view of the acute danger to the continued existence of Dresdner Bank as a going concern and
the fact that capital ratios had fallen below minimum regulatory capital requirements, Commerzbank resolved on 3 March 2009 to increase Dresdner Bank's capital by €4.0 billion in the
first quarter of 2009.
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List of Supervisory Board Members
Klaus-Peter Müller
Chairman
(since 12 January 2009)

Frankfurt/Main

Michael Diekmann
Chairman
(until 12 January 2009)

Chairman of the Board of Management of
Allianz SE, Munich

Dresdner Bank AG, Dortmund
Claudia Eggert-Lehmann
Deputy Chairwoman
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Dresdner Bank AG, Hamburg

Thomas Fröhlich
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Christian Höhn

Dresdner Bank AG, Munich

Stefan Jennes
(since 14 March 2008)
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(until 14 March 2008)
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Services, Berlin

Prof. Dr. Edward G. Krubasik
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Dr. Hartmut Mehdorn

Chairman of the Board of Management of
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Klaus Müller-Gebel
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Lawyer, Frankfurt/Main
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Managing Shareholder of Otto Bock
Holding GmbH & Co. KG, Duderstadt
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(since 14 March 2008)

Dresdner Bank AG, Frankfurt/Main

Jürgen Rose
(until 14 March 2008)

Dresdner Bank AG, Nuremberg

Dr. Stefan Schmittmann
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Member of the Board of Managing Directors
of Commerzbank AG, Frankfurt/Main

Margit Schoffer

Dresdner Bank AG, Aalen

Prof. Dennis J. Snower, Ph.D.
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President of the Kiel Institute for the
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Head of the National Working Party on Banks,
ver.di Vereinte Dienstleistungsgewerkschaft,
Berlin

Dr. Eric Strutz
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Member of the Board of Managing Directors
of Commerzbank AG, Frankfurt/Main

Dr. Bernd W. Voss

Frankfurt/Main

Honorary Chairman
Dr. Wolfgang Röller

Frankfurt/Main
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Chairman
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(since 12 January 2009)
Markus Beumer
(since 19 January 2009)
Dr. Andreas Georgi
(until 19 January 2009)
Wolfgang Hartmann
(since 12 January 2009)
Franz Herrlein
(until 12 January 2009)
Dr. Stefan Jentzsch
(until 12 January 2009)
Dr. Achim Kassow
(since 19 January 2009)
Wulf Meier
Andree Moschner
Michael Reuther
(since 12 January 2009)
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Otto Steinmetz
(until 31 May 2008)
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List of Offices Held by Members of the Board of Managing Directors (as at 31 December 2008)
Name

Offices held in other statutory supervisory
boards of large corporations
(as at 31 December 2008)

Dr. Herbert Walter
Chairman

Deutsche Börse AG, Frankfurt/Main
Deutsche Lufthansa AG, Cologne
E.ON Ruhrgas AG, Essen

Dr. Andreas Georgi

ABB AG, Mannheim
Deutsche Schiffsbank AG, Hamburg/Bremen
(Deputy Chairman)
Oldenburgische Landesbank AG, Oldenburg
Rheinmetall AG, Düsseldorf
RWE Dea AG, Hamburg

Franz Herrlein

–

Dr. Stefan Jentzsch

adidas AG, Herzogenaurach
Premiere AG, Munich

Wulf Meier

–

Andree Moschner

Allianz Dresdner Bauspar AG, Bad Vilbel1)
(Chairman)
Oldenburgische Landesbank AG, Oldenburg
(Chairman)

Klaus Rosenfeld

–

Dr. Friedrich Wöbking

Allianz Shared Infrastructure
Services SE, Munich
1) Group office.
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List of Offices Held by Members of Staff (as at 31 December 2008)
Name

Offices held in other statutory supervisory
boards of large corporations
(as at 31 December 2008)

Claudia Eggert-Lehmann

Allianz SE, Munich

Dr. Peter Gassmann

Düsseldorfer Hypothekenbank
Aktiengesellschaft, Düsseldorf

Detlef Hermann

Kaiser’s Tengelmann AG, Viersen
RC Ritzenhoff Cristal Aktiengesellschaft,
Marsberg

Oliver Klink

Allianz Dresdner Bauspar AG, Bad Vilbel1)

Rüdiger Maroldt

Allianz Dresdner Bauspar AG, Bad Vilbel1)

Jens-Peter Neumann

RHÖN-KLINIKUM Aktiengesellschaft,
Bad Neustadt, Saale
1) Group office.

Responsibility Statement

Responsibility Statement
To the best of our knowledge, and in accordance with the applicable reporting principles, the
annual financial statements give a true and fair view of the assets, liabilities, financial position
and profit or loss of the Company, and the management report includes a fair review of the
development and performance of the business and the position of the Company, together with
a description of the principal opportunities and risks associated with the expected development of the Company.

Frankfurt/Main, 16 March 2009
Dresdner Bank
Aktiengesellschaft

Blessing

Annuscheit

Beumer

Hartmann

Dr. Kassow

Meier

Moschner

Reuther

Rosenfeld

Dr. Wöbking
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Auditors’ Report
We have audited the annual financial statements, comprising the balance sheet, the income
statement and the notes to the financial statements, together with the bookkeeping system,
and the management report of Dresdner Bank Aktiengesellschaft, Frankfurt/Main, for the business year from 1 January to 31 December 2008. The maintenance of the books and records and
the preparation of the annual financial statements and management report in accordance
with German commercial law and supplementary provisions in the articles of incorporation
are the responsibility of the Company's management. Our responsibility is to express an opinion on the annual financial statements, together with the bookkeeping system, and the management report based on our audit.
We conducted our audit of the annual financial statements in accordance with § 317 HGB
(Handelsgesetzbuch, German Commercial Code) and German generally accepted standards
for the audit of financial statements promulgated by the Institut der Wirtschaftsprüfer (IDW,
Institute of Independent Auditors). Those standards require that we plan and perform the audit
such that misstatements materially affecting the presentation of the net assets, financial position and results of operations in the annual financial statements in accordance with principles
of proper accounting and in the management report are detected with reasonable assurance.
Knowledge of the business activities and the economic and legal environment of the Company
and expectations as to possible misstatements are taken into account in the determination of
audit procedures. The effectiveness of the accounting-related internal control system and the
evidence supporting the disclosures in the books and records, the annual financial statements
and the management report are examined primarily on a test basis within the framework of
the audit. The audit includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of the annual financial statements and management report. We believe that our audit provides a reasonable
basis for our opinion.
Our audit has not led to any reservations.
In our opinion, based on the findings of our audit, the annual financial statements comply with
the legal requirements and supplementary provisions in the articles of incorporation and give
a true and fair view of the net assets, financial position and results of operations of the Company in accordance with principles of proper accounting. The management report is consistent
with the annual financial statements and as a whole provides a suitable view of the Company's
position and suitably presents the opportunities and risks of future development.

Auditors’ Report

Without qualifying our opinion we would like to draw your attention to the passages in the
management’s report concerning “Business Development” and “Outlook” as well as the passage “Summary and Outlook” in the risk report. It is mentioned that the continuance of
Dresdner Bank as a Going Concern is dependent on obtaining adequate equity to strengthen its
regulatory capital as well as its available financial resources. It is thus necessary that
 Allianz SE enters a silent partnership agreement for a sum of €750 million;
 Commerzbank AG, owning 100% of the share capital of Dresdner Bank AG, maintains ade-

quate regulatory capital for Dresdner Bank AG until the merger;
 Following the merger, the newly integrated financial institution Commerzbank AG main-

tains adequate capital;
 The responsible authorities do not take regulatory action;
 No legal caveats are enforced in respect of the above mentioned measures (especially EU

legal action).

Frankfurt/Main, 16 March 2009
KPMG AG
Wirtschaftsprüfungsgesellschaft
(former
KPMG Deutsche Treuhand-Gesellschaft
Aktiengesellschaft
Wirtschaftsprüfungsgesellschaft)
Pastor
Wirtschaftsprüfer

Andriowsky
Wirtschaftsprüfer
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Dresdner Bank AG
Jürgen-Ponto-Platz 1
60301 Frankfurt/Main
Germany
Tel. +49 69 263-0
www.dresdner-bank.com

Cautionary Note Regarding Forward-Looking Statements
Certain of the statements contained herein may be statements of future expectations and other forward-looking statements that are based on management’s current views and assumptions and involve known and unknown risks and uncertainties that could cause actual results, performance or events to differ materially from
those expressed or implied in such statements. In addition to statements which are
forward-looking by reason of context, the words “may”, “will”, “should”, “expects”,
“plans”, “intends”, “anticipates”, “believes”, “estimates”, “predicts”, “potential”, or
“continue” and similar expressions identify forward-looking statements. Actual
results, performance or events may differ materially from those in such statements
due to, without limitation, (i) general economic conditions, including in particular
economic conditions in core businesses and core markets, (ii) performance of financial markets, including emerging markets, (iii) the extent of credit defaults, (iv) interest rate levels, (v) currency exchange rates including the euro-U.S. dollar exchange
rate, (vi) changing levels of competition, (vii) changes in laws and regulations,
including monetary convergence and the European Monetary Union, (viii) changes
in the policies of central banks and/or foreign governments, (ix) reorganisation
measures and (x) general competitive factors, in each case on a local, regional, national
and/or global basis. Many of these factors may be more likely to occur, or more
pronounced, as a result of terrorist activities and their consequences. The matters
discussed herein may also involve risks and uncertainties described from time to
time in Allianz SE’s filings with the U.S. Securities and Exchange Commission. The
company assumes no obligation to update any forward-looking information contained herein.
This edition of our financial report is prepared for the convenience of our Englishspeaking readers. It is based on the German original, which takes precedence in all
legal aspects.

