Commerzbank AG Proposed Low-Trigger Tier 1
Capital Notes Assigned 'BB' Rating
June 25, 2019
FRANKFURT (S&P Global Ratings) June 25, 2019--S&P Global Ratings said today that it assigned
its 'BB' long-term issue rating to the proposed low-trigger additional Tier 1 (AT1) perpetual capital
notes to be issued by Commerzbank AG. The rating is subject to our review of the notes' final
documentation. This is the bank's first issuance of Basel III-compliant AT1 notes. It has some
legacy tier 1 notes in issuance that are subject to regulatory grandfathering.
In accordance with our criteria for hybrid capital instruments ("Bank Hybrid Capital And
Nondeferrable Subordinated Debt Methodology And Assumptions," published Jan. 29, 2015), the
'BB' issue rating reflects our analysis of the proposed instrument and our 'bbb+' assessment of
the stand-alone credit profile (SACP) of Commerzbank. The issue rating stands four notches below
the SACP due to the following deductions:
- One notch because the notes are contractually subordinated;
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- Two notches reflecting the notes' discretionary coupon payments and regulatory Tier 1 capital
status; and
- One notch because the notes contain a contractual write-down clause.
Although the principal is subject to write-down if the bank's common equity Tier 1 (CET1) ratio
falls below 5.125%, we see this as a gone-concern trigger that does not pose additional default
risk.
As an EU-domiciled bank, Commerzbank's AT1 instruments also face coupon nonpayment risk if
the bank has insufficient additional distributable items (ADI), or if it breaches its capital
requirements--defined as the sum of the Pillar 1 and Pillar 2 requirements plus combined
buffers--known as the minimum distributable amount (MDA) thresholds.
We see Commerzbank's ADIs of €21 billion (under the updated capital requirements regulation) as
comfortable. Its MDA thresholds in 2019 are CET1 of 10.1%, regulatory Tier 1 capital of 11.6%, and
total capital of 13.6%, against which the bank reported ratios of 12.7%, 13.2%, and 16.0% at
end-March. We regard its regulatory Tier 1 capital ratio headroom of only 1.5% as notable,
although this level is not unusual among European peers and should be viewed also in the context
of the bank's moderate but fairly predictable earnings. We therefore do not constrain the issue
credit ratings on its deferrable instruments. However, we will continue to monitor the bank's MDA
headroom, not least because its MDA thresholds could increase in 2020 when it fully phases in its
domestic systemically important bank buffer.
Once Commerzbank has issued the securities and confirmed them as part of the bank's regulatory
Tier 1 capital base, we would expect them to qualify as having intermediate equity content under
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our criteria. This reflects our understanding that the notes are perpetual, regulatory Tier 1 capital
instruments that have no step-up. The notes can absorb losses on a going-concern basis through
the nonpayment of coupons, which are fully discretionary.
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Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further information. Complete ratings
information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating
action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search
box located in the left column. Alternatively, call one of the following S&P Global Ratings numbers: Client Support
Europe (44) 20-7176-7176; London Press Office (44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49)
69-33-999-225; Stockholm (46) 8-440-5914; or Moscow 7 (495) 783-4009.
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