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Overview
- We expect the COVID-19 pandemic and associated lockdown measures will lead to a global
economic recession in 2020.
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- We see increased difficulty for Commerzbank to deliver on its essential multiyear restructuring
program, and increased risks in the main markets where the bank operates.
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- We also expect that the bank's capitalization could moderately weaken after taking into
account increasing credit and market risk.
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- We are therefore lowering our long-term issuer credit rating on Commerzbank to 'BBB+' from
'A-', and affirming our 'A-2' short-term rating.

Frankfurt

- The negative outlook acknowledges substantial downside risks, under which the bank's
complex restructuring process, asset quality, and risk-adjusted profitability could come under
greater strain if an economic recovery is significantly delayed or weaker than expected.
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Rating Action
On April 23, 2020, S&P Global Ratings lowered its long-term issuer credit rating on Germany based
Commerzbank AG to 'BBB+' from 'A-'. At the same time, we affirmed our 'A-2' short-term issuer
credit rating. The outlook is negative.
Accordingly, we lowered by one notch all related senior unsecured, senior subordinated, and other
hybrid issue ratings. We also lowered our long- and short-term resolution counterparty ratings
(RCRs) on Commerzbank to 'A-/A-2' from 'A/A-1'.
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Rationale
We believe that the cyclical downturn arising from the COVID-19 pandemic has led to a weakened
economic and operating environment for Commerzbank. In our view, this deterioration will make it
increasingly challenging for the bank to deliver on its essential multiyear "Commerzbank 5.0"
restructuring program. We also see increased risks in its main markets that are likely to affect
revenue, asset quality and moderately weaken capitalization. The negative outlook acknowledges
substantial downside risks beyond our already-more-negative base case.
We continue to closely monitor management's progress in executing the Commerzbank 5.0
program. The program seeks to improve the efficiency and long-term sustainability of the bank's
domestic business model and franchise, and spur digitalization. The extensive nature of the
program demonstrates the substantial challenges Commerzbank already faced to sustainably
improve its risk-adjusted earnings and capital in the face of strong competition and ultra-low
interest rates. We now see the program as more difficult to implement. The intended sale of
Commerzbank's Polish subsidiary, mBank, to fund about €1.6 billion of investments in
digitalization and restructuring needs has also become more complex, in our view.
We acknowledge the massive regulatory, central bank, and governmental fiscal and monetary
policy packages to help workers and companies bridge the gap to recovery. Commerzbank comes
into this crisis with relatively good asset quality thanks to the de-risking of most of its legacy and
noncore loan portfolios. Nevertheless, similar to its German and broader European bank peers, we
now expect a material but manageable increase in Commerzbank's loan-loss provisions and
nonperforming assets in its core retail and corporate portfolio.
Like its peers, we expect very few of these negative profitability trends to play out in the bank's
first-quarter results. However, they will likely become more evident through the course of 2020
and into 2021. As a result, our revised projection is that Commerzbank's capitalization gradually
weakens through year-end 2020. We expect the bank's S&P Global Ratings risk adjusted capital
(RAC) ratio to likely move toward 9.5%, after 9.9% at year-end 2019.

Outlook
The negative outlook acknowledges downside risks that management faces in the coming 12-24
months, including weakened operating conditions amid the COVID-19 pandemic and challenges in
executing the restructuring plan. This could derail restructuring initiatives, and the bank's revenue
base and asset quality could come under greater strain through second-half 2020 and into 2021
than we currently anticipate if an economic recovery is significantly delayed.

Downside scenario
We could lower our ratings on Commerzbank (including those on its senior subordinated debt and
regulatory capital instruments) if we see a further deterioration in the operating environment
leading to a more material setback to profitability and asset quality, or greater doubt that the
restructuring will result in a sustainable business and operating model. We could reflect these
negative developments through the bank's anchor (for example, if German economic or industry
risk increases) or through one of our other assessments.
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Upside scenario
We could revise our outlook to stable over the next 24 months if we saw sustainable improvements
in global economic conditions including stable economic and industry risk trends for the German
banking industry and the main markets where Commerzbank operates. At the same time,
Commerzbank needs to demonstrate tangible progress in its restructuring process. This would
include a stronger business position, with more stable and diverse retail and midsize corporate
banking, and a less volatile and sustainably improved earnings and risk position compared with
similarly rated international peers'. More robust capitalization and additional loss-absorbing
capacity buffers to cushion unexpected setbacks in its transformation would also be important.
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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. A description of each of
S&P Global Ratings' rating categories is contained in "S&P Global Ratings Definitions" at
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceId/504352 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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