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Research Update:

Commerzbank AG And Dresdner Bank AG
Outlooks To Negative On Worsening Credit
Conditions; 'A/A-1"' Ratings Affirmed

Rationale

On May 12, 2009, Standard & Poor's Ratings Services revised its outlooks on
Ger many- based Commerzbank AG and its whol | y-owned subsidi ary Dresdner Bank AG
to negative fromstable. At the sanme tinme, Standard & Poor's affirned its 'A
long-termand 'A-1' short-termcounterparty credit ratings on both banks. In a
related rating action, Standard & Poor's lowered its ratings on Commerzbank's
subsi di ary Eurohypo AG (see "Eurohypo AG Ratings Cut To 'A-/A-2' On Wrsening
Credit Environment And Loss Expectation; Qutl ook Negative," published today on
Rati ngsDi rect).

These rating actions concl ude our review of Conmerzbank's stand-al one
credit profile and take into account our assessnent of the potential inpact of
a sharply deteriorated econoni c outlook on the bank's |oan portfolio as a
| arge |l ender to conmercial enterprises, and in conmercial real estate and
shipping, and the likely effect on its outsized structured credit portfolio
over the next 12-30 nonths. The outl ook revision reflects the challenges, in
our view, that Conmerzbank faces in terns of funding capacity and capita
requirenents for its | arge whol esal e conmerci al busi nesses, owing to a
fundanment al | y changi ng banki ng environnment; and Commerzbank's short- to
medi umt erm ear ni ngs prospects, in light of ongoing narket dislocations, which
particul arly affect Dresdner Bank's sales and tradi ng busi ness and Eurohypo
AG |n addition, we considered agreed and expected governnent support
neasur es.

The decline in Comrerzbank's stand-alone credit profile reflects our
assessnment of an increased probability that--1ike other |arge whol esal e
| enders in Germany--Comerzbank's credit | osses might increase beyond
historical patterns, potentially a cunulative 4% 5% on custoner | oans
(excl udi ng public-sector loans) until year-end 2011. Qur assessnent takes into
account the poor performance of Dresdner Bank's investnent banki ng business
and outsized high-risk I egacy holdings in traded credit exposures and risks to
its financial profile fromrestructuring requirenents.

We consi der Comrerzbank to be a highly systemically inportant bank to
Germany and a governnent-related entity. The governnent is likely to own 25%
pl us one share in Comrerzbank after a planned capital increase, which benefits
the ratings through a four-notch uplift above the bank's stand-al one credit
profile.

Qur assessnent of Commerzbank's stand-al one credit profile benefits from
its position as the second |largest private bank in Germany, with a nationw de
network in retail and corporate banking, sound diversification across business
lines, and substantial extraordinary government support that has strengthened
the group's capitalization and liquidity. This is partly offset by
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Conmrer zbank' s business profile as a | argely whol esal e-oriented bank and the
potential pressures on earnings and capital fromthe recession, market
di sl ocations, and the restructuring of the bank

In our view, Commerzbank will remain under considerable financial stress,
and we believe that its weakened financial profile and high confidence
sensitivity as a whol esal e bank nake it highly reliant on inplicit state
support for the foreseeable future. We believe that Commerzbank shoul d be able
to absorb future | osses, given the size of its capital base after an
addi ti onal planned €10 billion (froma total of €18.2 billion) capita
injection fromthe German government. However, this neans the bank's equity
woul d i nclude a high proportion of hybrid capital instrunents, nainly provided
by the governnent. We therefore believe that future | osses mght substantially
erode sharehol ders' equity and, consequently, the bank's adjusted-total-equity
rati o. Neverthel ess, we note that the hybrids provided by the Gernan
government and sone other hybrid capital instruments issued by Conmerzbank and
Dresdner Bank woul d be able to absorb sone of the | osses on a goi ng-concern
basis through a reduction in their face val ue.

Outlook

The negative outl ook reflects our view of the short- to nediumterm chall enges
Conmrer zbank is likely to face in coping with the financial narket crisis; the
i mpact of the recession on its |oan book, which could still result in nore
severe | osses than currently factored into our ratings; and the restructuring
process needed to reduce its nonstrategi c and whol esal e-oriented activities,
capital |everage, funding needs, and cost base.

We could lower the ratings if we believe that the provided state support
could be insufficient.

Rating inplications could be positive if Comerzbank's restructuring
process were to progress and if the downside risk to asset quality and
earnings were to dimnish while the bank continues to benefit from governnment
support.
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NB: This list does not include all the ratings affected.

Additional Contact:
Financial Institutions Ratings Europe;FIG_Europe@standardandpoors.com

Ratings information is available to RatingsDirect subscribers at

www. ratingsdirect.com It can also be found on Standard & Poor's public Wb
site at www. st andardandpoors. com sel ect your preferred country or region,
then Ratings in the left navigation bar, followd by Find a Rating.
Alternatively, call one of the follow ng Standard & Poor's nunbers: dient
Support Europe (44) 20-7176-7176; London Press O fice (44) 20-7176-3605; Paris
(33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm (46) 8-440-5914; or
Moscow (7) 495-783-4011.
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