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Foreword

Harnessing Emerging Opportunities

in Asia

As a new economic cooperation is inked between Germany and Singapore
it is clear a new chapter in the trade relationship between Germany and

the Asia Pacific has arrived.

In this white paper, How German Corporates Can Harness
Emerging Opportunities in Asia, Commerzbank will high-
light the key opportunities for German businesses in this
region. It will also examine how a closer engagement with
growing markets can be beneficial considering the chang-
ing composition of the global economy.

Commerzbank is Germany’s leading bank for small and
medium sized enterprises (SMEs), financing around 30%

of all of Germany'’s foreign trades. For the third consecu-
tive year (2022), the editors of Global Finance named
Commerzbank as Germany’s best provider of trade finance
services by evaluating industry analysts and interviewing
corporate executives and technology experts'. The bank

is in the driver’s seat to assist SMEs with its proven track
record across the region and around the globe. Whether

utilising its award-winning trade finance capabilities or
growing exposure to financing trends on the sustainabili-
ty front, Commerzbank is well positioned to help German
businesses grow and diversify its Asia footprint.

The signing of a bilateral economic cooperation, the Ger-
many-Singapore Framework for Sustainability and Inno-
vation (FSI), on November 13 in Singapore, is the latest
milestone in a long history for German corporates in Asia.
The nature of this longstanding relationship has naturally
evolved over time. The diversification of trade and invest-
ment opportunities, particularly with an ever-increasing
attention on sustainability, is at the forefront of businesses’
agendas the world over and that is no different to what is
being seen in Asia.

1 Commerzbank again “Germany’s Best Trade Finance Provider 2022” (Global Finance, 2022)



“This newly sighed economic agreement is fur-
ther evidence that the Asia Pacific region, which
is today home to more than half of the world’s
population, cannot be ignored. Building on our
many years of experience in the region, we stand
ready to help all corporates explore opportuni-
ties in diversification, digitalisation and ESG as
well as supporting them in their business with
Emerging Asia,” says Roland Boehm, Divisional
Board Member International Corporates at Com-
merzbank.
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China, considered the engine room of growth in Asia and
home to as many as 5,000 German businesses, has in
recent years been making sharp moves to transform the
way its economy works. It is moving away from an overall
reliance on manufacturing and exports and into its dual
circulation model, with a heavy focus on the domestic con-
sumption. The implications of this for China’s trade part-
ners are far reaching.

As China’s economic structure changes, key economic indi-
cators such as gross domestic product (GDP) are expected
to slow over the coming years. As such, there will be clear
opportunities for German business across other parts of
Asia, especially for those with a keen eye on diversification
and adopting a China “plus one” strategy, to respond to an
evolving Chinese economy.

There is already evidence that German businesses are pur-

suing more diverse strategies in Asia that do not rely overt-
ly on China, without ignoring its tremendous importance as
a trading partner that is likely to always remain the case.

Since 2020, notable German business elite have been
imploring a shift in strategic direction in Asia toward other
high growth markets including Vietnam, Malaysia and Indo-
nesia to name a few, with the opportunities there expected
to grow.

The opportunities too are growing in scope, with the on-
going shift in consumption trends around sustainability,
driven by rapid technological advancements in the Asia
Pacific region.

Roland Boehm
Divisional Board Member
International Corporates
at Commerzbank

The recent passage of the German Supply Chain Act which
imposes obligations on German corporates to protect
human rights and the environment in the supply chain from
as early as next year has provided added impetus for busi-
nesses to look closely at diversification in the region.

With sustainability and ESG a growing corporate and reg-
ulatory mandate across Asia, German businesses are in an
enviable position of already being ahead when it comes to
sustainability and are able to lend and implement its vast
experience in this field.
‘ ‘ “Commerzbank is well placed with its award-
winning trade finance capabilities and expertise
across sustainability linked loans to assist Mittel-
stand in doing business with this rapidly chang-
ing region,” says Nick Johnston, Regional Board
Member Asia at Commerzbank.

The inking of the bilateral economic cooperation provides
an extended platform by which German corporates can
explore such markets across ASEAN and benefit from the
already solid foundation Germany and Singapore have built
when it comes to reciprocal benefits impacting commerce,
supply chain management and ultimately trade.

As the global economy enters 2023 with a renewed sense
of concern related to inflationary pressures and higher
rates, the threat of a protracted economic slowdown in
developed markets like Europe and North America means
diversification is key. Asian growth are expected to outstrip
developed economies and the inflationary environment
across the region tipped to remain more benign.
‘ ‘ “We are already seeing growing numbers of
businesses shift focus to look at emerging
markets where growth rates are expected to
outstrip those of the more well-established
economic hubs,” Commerzbank’s Nick Johnston
adds.

All the signs indicate that German corporates have already
entered the next chapter in Asia. This presents an entirely
new array of opportunities with Commerzbank, the clear
banking leader of choice for the Mittelstand, in the box
seat to provide those businesses looking to enter this
growing market with the expertise they require.

Nick Johnston
Regional Board Member
Asia at Commerzbank



Opportunities and Advantages for
German Corporates in Asia

The opportunities in Asia are bountiful for German businesses, particularly
SMEs, to take advantage of strong growth rates and lower inflation.

Diversifying supply chains out
of Asia region

ASEAN is in the box seat to cement itself as a key link in the global supply chain. Following
pandemic-induced disruptions manufacturers are working to make supply chains more resil-
ient. This has added impetus as the Chinese economy evolves.

If ASEAN can take full advantage of expected trends across the global supply chain, estimates
suggest that by 2030 the region can generate up to $600B a year in additional manufacturing
output. This could increase annual foreign-direct investment in manufacturing by up to $22B,
and create up to 140,000 new jobs a year, according to a report by BCG.?

German Supply Chain Act

The recent passage of the German Supply Chain Act, which imposes obligations on German
companies to protect human rights and the environment in the supply chain, means German
businesses will have an advantage in being able to demonstrate and execute ESG standards
across the global supply chain and help facilitate global diversification.

Untapped potential across ESG and
sustainable or green projects

Given the slow take up of ESG measures across parts of ASEAN, it’s inevitable there will be a
shift in mindset in the coming years.

With Germany’s wide experience across the implementation of sustainable initiatives, it places
businesses in a good position to tap a market driven by the ESG agenda when we see adoption
by countries in ASEAN in the years ahead.

ESG measures in Asia have a better cost-benefit ratio, since in Germany most measures have
already been adopted, thus additional measures require a higher capital outlay for a lower
impact on C02 reductions.

Using established markets as a
base for ASEAN regional expansion

The signing of the bilateral economic cooperation between Germany and Singapore should
encourage more businesses to initiate or expand footprints in the region.

Many already established German businesses in Singapore use the financial hub as a staging
point for further expansion across the ASEAN region. This is a trend Commerzbank sees con-
tinuing given the closer economic ties as a result of the economic cooperation agreement.

Similar operating environments for
German corporates and SMEs

Nations like Vietnam are already lauded by German corporates as easy and efficient places to
do business where there is a strong work ethic and English is widely spoken.

In Vietnam for instance, the German Business Association was established back in 1995 to
support German business on the ground in that country.

In 2019, the EU and Vietnam signed a trade and investment protection agreement that will see
tariffs eliminated by 99%, along with reducing regulatory barriers and red tape.?

Improve efficiency through
technological advancements

Parts of ASEAN are more technologically advanced than Europe when it comes to the rollout
and integration of 5G mobile technologies.

5G momentum continues to accelerate across the region with commercial 5G services now
available across 14 markets, with several others including India and Vietnam expected to come
on board in the coming years. By 2025, there will be 400 million 5G connections across the
region - just over 14% of the population.

Advancements in technology, especially 5G, mean supply chains and manufacturing can be
managed through advanced digitisation and even the use of technology like Artificial Intelli-
gence (Al and the Internet of Things (loT).

Infrastructure bottlenecks

Despite the growing prominence of manufacturing hubs across ASEAN regions, many face
infrastructure challenges that could impede the rapid transit of goods through ports and road-
ways. More investment is needed into burgeoning hubs to ease infrastructure bottlenecks.

2 How ASEAN Can Move Up the Manufacturing Value Chain (Meyers et al., 2021)
3 EU-Vietnam Trade Agreement and Investment Protection Agreement (European Commission, 2019)



Risks and Challenges for German
Corporates In Asia

The central risks revolve around swift and rapid regulatory changes that
are predominant in parts of the ASEAN region. For the most part, large
democracies in Asia are seldom the subject of rapid long lasting regulatory

upheaval.

Producing, selling and sourcing
(supply chain management)

Many businesses have struggled with the supply chain disruptions as a result of the pandemic
and Russia’s attack on Ukraine and see this as a major challenge at times.

With diversification of the global supply chain advancing, these problems are seen to be a
near term challenge and, as the supply chain recalibrates with a focus on ASEAN, this in turn
could become a strong benefit.

Regulatory issues around pandemic lockdowns have been another issue. With some business-
es fearful contractual obligations could not be met, as a result of lockdowns, and that prear-
ranged sales or sourcing contracts could be retracted.

Rapid regulatory changes

Concerns about rapid changes in regulation also pose a concern, but apart from a few jurisdic-
tions, policies across Asian democracies are seldom the subject of rapid or overnight change.

Higher interest rates and inflation

Concerns about higher rates and inflation as well as subsequent balance sheet erosion also
remain key concerns. However, with policy settings lower and inflationary pressures in Asia
not as distinct as elsewhere, these concerns are also only seen as a temporary impediment to
doing business.

Difficulty in raising funds

Anecdotal evidence suggests some corporates may have experienced challenges in accessing
funds to expand operations in ASEAN given the cost of credit is rising amid the current dec-
ades’ high inflationary environment.
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A Timeline of German Business in Asia

S

—

1962

The German-Thai Chamber of Commerce (GTCC)
was established to promote bilateral economic
relations between Germany and Thailand.

About Us page (German-Thai Chamber of
Commerce, n.d.)

19905

Manufacturing firms established headquarters in
Singapore. Successful in Singapore: German
Mittelstand Companies (Chemanger, 2014)

1993

Kern-Liebers was the first Mittelstand to invest in
Taicang on a small scale. Taicang, a base for Ger-
man Mittelstand in China (Szesny, 2020)

2013

German foreign direct investment (FDI) in ASE-
AN hit EUR25.2B. Other key investment countries
in Asia include Japan (EUR14.4B), South Korea
(EUR7.3B) and India (EUR9.6B). German Mittel-
stand Champions in Asia - Catching the next wave
of growth (Bruche & Venohr, 2015)

2015

A study on German Mittelstand in Asia was pub-
lished and commissioned by the Singapore Eco-
nomic Development Board. German Mittelstand
Champions in Asia - Catching the next wave of
growth (Bruche & Venohr, 2015)

P

1924

The founding of EKONID - the first German-Indonesian
Chamber of Commerce - is established in Batavia but was
closed during the WWII. History page (German-Indonesian
Chamber of Industry and Commerce, n.d.)

1986

First Asia Pacific Conference of German Business was held.
Home page (Asia Pacific Conference of German Business, n.d.)

1991

Malaysian-German Chamber of Commerce and Industry
was established in Kuala Lumpur to support German firms
in the country. About Us (Malaysian-German Chamber of
Commerce and Industry, n.d.)

2000-2010

Expansion of Mittelstand manufacturing firms opening Chi-
nese factories especially in Taicang in the Jiangsu province.
China’s Mittelstand man (Kracht, 2013)

2015

The Make in India Mittelstand program launched in the
world’s second most populous country. Between the
launch and 2021, the program has helped facilitate over 150
Mittelstand and family-owned companies with a declared
investment of more than EUR1.5B.

Introduction of Make in India Mittlestand Programme
(Make in India Mittlestand, 2015)



https://indonesien.ahk.de/en/about-us/history
https://thailand.ahk.de/en/about-us
https://www.asiapacificconference.com
https://www.chemanager-online.com/en/news/successful-singapore-german-mittelstand-companies
https://www.malaysia.ahk.de/en/about-us
https://www.linkedin.com/pulse/taicang-base-german-mittelstand-china-andreas-szesny-1c
https://www.weekinchina.com/2013/02/china%e2%80%99s-mittelstand-man/
https://www.researchgate.net/publication/283568392_German_Mittelstand_Champions_in_Asia_-_Catching_the_next_wave_of_growth
https://www.researchgate.net/publication/283568392_German_Mittelstand_Champions_in_Asia_-_Catching_the_next_wave_of_growth
https://indianembassyberlin.gov.in/pdf/menu/miim/MIIM-Programme-Highlights-August-2021.pdf
https://www.researchgate.net/publication/283568392_German_Mittelstand_Champions_in_Asia_-_Catching_the_next_wave_of_growth
https://www.researchgate.net/publication/283568392_German_Mittelstand_Champions_in_Asia_-_Catching_the_next_wave_of_growth

2017

ASEAN-Germany Development Partnership was
established to increase the cooperation in several
areas including sustainable development, small
and medium industries, and renewable energy
among others. Asean-Germany Development
Partnership (ASEAN, 2021)

2020

First ever German Chamber East China meet-
ing outside of Shanghai took place in Taicang to
showcase Sino-German cooperation. Taicang, a

base for German Mittelstand in China
(Szesny, 2020)

2020

Germany Singapore Business Forum Connect took
place as part of the Singapore Week of Innovation
and Technology 2020. Singapore and Germany to
deepen innovation collaborations at SWITCH 2020

(Global Business Magazine, 2020)

2016

The Germany-Singapore SME Funding Programme was
launched, jointly managed by Enterprise Singapore and
AiF Projekt GmbH. It aims to promote stronger collabora-
tion between Singapore and Germany. Germany-Singapore
SME Funding Programme (Enterprise Singapore, n.d.)

2019

EU and Vietnam signed free trade agreement.EU-Vietnam
Trade Agreement and Investment Protection Agreement

(European Commission, 2019)

2020

Enterprise Singapore and the Asia-Pacific Committee of
German Businesses signed an MOU to support enterprise
development in sectors of common interest. Singapore,
Germany tie-up to help local and German SMEs transform,
deepen business ties (Lai, 2020, Business Times)

2021

German Desk Vietnam established to facilitate financial
solutions between German SMEs and local trading part-
ners. German Vietnam Desk (German Industry and Com-

merce Vietnam, 2021)



https://www.enterprisesg.gov.sg/financial-assistance/grants/for-local-companies/international-co-innovation-programmes/germany-singapore-sme-funding-programme
https://www.enterprisesg.gov.sg/financial-assistance/grants/for-local-companies/international-co-innovation-programmes/germany-singapore-sme-funding-programme
http://Overview-of-ASEAN-Germany-Development-Partnership_as-of-November-2021_fin.pdf
http://Overview-of-ASEAN-Germany-Development-Partnership_as-of-November-2021_fin.pdf
https://policy.trade.ec.europa.eu/eu-trade-relationships-country-and-region/countries-and-regions/vietnam/eu-vietnam-agreement_en
https://policy.trade.ec.europa.eu/eu-trade-relationships-country-and-region/countries-and-regions/vietnam/eu-vietnam-agreement_en
https://www.linkedin.com/pulse/taicang-base-german-mittelstand-china-andreas-szesny-1c
https://www.linkedin.com/pulse/taicang-base-german-mittelstand-china-andreas-szesny-1c
https://www.businesstimes.com.sg/government-economy/singapore-germany-tie-up-to-help-local-and-german-smes-transform-deepen-business
https://www.businesstimes.com.sg/government-economy/singapore-germany-tie-up-to-help-local-and-german-smes-transform-deepen-business
https://globalbusiness-magazine.de/en/singapore/
https://globalbusiness-magazine.de/en/singapore/
https://vietnam.ahk.de/en/about-us/representative-partner/german-desk-vietnam

German Corporates in Asia:

A Long History Driven by The Mittelstand -
Acknowledging and Embracing the Growth Potential

of Emerging Asia.

German corporates have a long history in the Asia Pacific region - most
notably in China - but over the course of recent decades have seen rapid
growth in markets such as Singapore, Vietham and Indonesia.

Germany'’s Mittelstand has acknowledged and embraced
the growth potential of Emerging Asia. Many firms have
built extensive sales and service networks, as well as
manufacturing operations and more selective research and
development (R&D) functions in the region. Most German
Mittelstand businesses have been active in Emerging

Asia with their own operations since the mid to late 1990s
or early 2000s and as the global economy evolves,
Commerzbank believes this interest will continue.

It’s no surprise the German corporates feature prominent-
ly in Singapore given that it has received the lion’s share
in stock for foreign direct investment in ASEAN. While
China remains the main market for German business, work
on developing and strengthening other relationships, like
Singapore, has gathered pace in the last almost two dec-
ades. Many Asia Pacific regional headquarters for German
businesses are found in Singapore, as well as Shanghai,
Hong Kong and Beijing. The evolution of SMEs in Asia
largely follows the trends of the third and fourth industri-
al revolutions. The third being computer and automation
technology, and the fourth taking digital transformation
to the next stage. While future opportunities look to the
implementation of sustainable initiatives, Commerzbank
expects further adoption of ESG investments and supply
chain processes by countries in ASEAN in the years ahead.
Although global trends - automation, integration, and

e-commerce - are present throughout Asia, so are the
peculiarities of local markets replete with the unique needs
of the diverse cultures in the continent. R&D efforts are
central to the process of localization. Local researchers
look out for key local issues such as air quality and devel-
op innovative solutions in collaboration with their German
counterparts. For example, SSI SCHAEFER starts their pro-
cess of product development in Germany, but its Malaysian
manufacturing plant and Singapore headquarters custom-
ize solutions for local clients.

Since the 1990s, Singapore has been fertile ground for
high-value manufacturing and R&D. It is used as a launch-
ing pad for the German Mittelstand in the ASEAN region.
Companies establishing a presence in the region at this
time were largely electronics or construction based.
Following the fourth industrial revolution, the digital sector
grew in prominence in places like Singapore for the Mittel-
stand, further contributing to the already well established
markets across high end manufacturing, electronics and
chemicals. With the emphasis on smart city development,
digitalisation will be a key driving force for both German
and Singaporean companies to get innovative’ says Sin-
gaporean-German Chamber of Industry and Commerce
(SGC) executive director, Dr. Tim Philippi. The emphasis is
of course different in other economies in ASEAN.



German Asia Trade Partnerships:

An Evolving Collaboration - Spotlight on
Emerging Asia.

China remains Germany’s top trading partner globally and 2021 marks the
sixth consecutive year that the world’s second biggest economy has been
the largest trading partner for Germany.

The Netherlands were the second most important trading partner with two-way trade at $174B followed by the United
States with trade at $164B.

According to 2021 data, German trade with China was worth approximately $208B in terms of imports and exports. Not
surprisingly automotives along with vehicle parts and accessories comprised the largest portion of exports. Over the last
25 years exports of Germany to China have increased at an annualized rate of 11.8%, from $6.6B in 1995 to $106B in 20204.

Chinese exports to Germany focused on broadcast equipment and computer technology across 2021 but this has been
evolving in recent months with a greater share of exports comprising of electric batteries and semiconductors.

China exports to Germany German exports to China China exports to Germany
2020° 2020° July 2022°
Broadcasting Equipment Automobiles Computers

$12.6B $16.7B $947M

Motor vehicles;
parts and accessories

$11.2B $10.5B $848M

Other Cloth Articles Packaged Medicaments Semiconductor devices

$5.79B $3.19B $320M

Computers Electric Batteries

4 Historical Data: Bilateral trade between Germany and China (OEC, 2020)
5 Ranking of Germany‘s trading partners in foreign trade (Destatis, 2021)
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The changing composition of Chinese exports to Germany and the well documented transition of the Chinese economy have
prompted some German companies to revisit their trading relationship with China. The shift from relying on China for raw
materials to electrical devices like semiconductors is a clear indication that German businesses are looking to diversify.

According to recent reports, the German Ministry of Economic Affairs is considering measures to diversify the trading
relationship with China. Such measures could include reducing or even scrapping investment and export guarantees for
China and no longer promoting trade fairs and manager training there. Loans from state lender KfW could be re-directed
to projects in other Asian countries, initiatives such as Indonesia, in line with attempts to diversify trade and increase busi-
ness with other established and burgeoning markets across the ASEAN region.®

Such moves began emerging as early as 2020 when former Chancellor Angela Merkel and former Federal Minister for
Economic Affairs and Energy Peter Altmaier made in nationwide call for businesses to look beyond China in their Asia
investment strategy.”

Apart from China, only three Asian nations rank in the top 25 export markets from Germany which include South Korea
(number 18) $22.1B, Japan (20) at $21.6B and India (23) with $14.7B in exports.®

It is clear that Asia lags the more developed markets in the United States and Europe, apart from China, but growth in key
markets has been witnessed in recent years with exports to the ASEAN region now topping $100B.

Trend Comparison - Germany Exports to Asia (USD bn)
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Trend Comparison - Outbound Foreign Direct Investment Position (USD mn)
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6 Exclusive: German economy ministry reviews measures to curb China business (Rinke & Marsh, 2022)
7 Why German industry is looking past China to the rest of Asia (Kliem, 2020)

8 Germany’s Top Trading Partners (Workman, 2021)
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Spotlight on key ASEAN nations: There are already strong links between some ASEAN nations identified as potentially un-
tapped markets. Commerzbank has identified the following markets as clear growth areas across the ASEAN region with
already well-established footprints and burgeoning opportunities with outbound FDI growing over recent years.

Trend Comparison - Outbound FDI Position by Member Country (USD mn)
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Source: CEIC, OECD




German trade with
Singapore

Singapore and Germany have well established trade links
with more than 2000 German companies operating in Sin-
gapore, many using the city-state as a launching pad for
further expanding operations in the ASEAN region. Singa-
pore is recognized for its stable government, legal frame-
works and the relationship benefits from the EU-Singapore
Free Trade Agreement signed in 2018 and implemented in
late 2019.°

German Exports to Singapore

Total Exports Machinery

(2021)

$8.5B

Electrical and electronics
equipment

Optical, photo, technical &
medical apparatus

German trade with
Malaysia

Economic ties between Germany and Malaysia have been
very close for many years. The Malaysian-German Chamber
of Commerce and Industry, which was founded in 1991, is the
largest EU chamber in that country. Since 1995, German ex-
ports to Malaysia have grown at an annualized rate of 2.5%."

German Exports to Malaysia

Total Exports Semiconductor devices

(2021)

$4.3B

Integrated circuits Motor vehicles;

parts and accessories

° Germany Exports to Singapore (Trading Economics, 2022)

German trade with
Vietham

Trade with Vietnam is well established with Germany and
they are both engaged in a strategic partnership since 2011.
Vietnam and the EU signed a Free Trade Agreement which
came into effect in on 1st August 2020. Germany is Viet-
nam’s biggest trading partner in the EU and one of Germa-
ny’s biggest trading partners with ASEAN, which over the
last 25 years has seen German exports to Vietnam increase
at an annualized rate of 11.5%, from $223M in 1995 to $3.1B
in 2021.1°

German Exports to Vietham

Total Exports Electric batteries

(2021)

$3.1B

Packaged medicaments Gas Turbines

German trade with
Indonesia

In Jakarta in July 2012, former Federal Chancellor Angela
Merkel concluded a wide-ranging agreement, the Jakarta
Declaration, with then Indonesian President Susilo Bam-
bang Yudhoyono. This provides the basis for close and
multifaceted cooperation between Germany and Indonesia
within the framework of a strategic partnership. Despite
this, German exports to Indonesia have remained flat over
the past 25 years.'”?

German Exports to Indonesia

Washing and bottling
machines

Total Exports
(2021

$2.5B

Medical instruments Packaged medicaments

10 Historical Data: Bilateral Trade between Vietnam and Germany (OEC, 2020)
" Historical Data: Bilateral Trade between Malaysia and Germany (OEC, 2020)
2 Historical Data: Bilateral Trade between Indonesia and Germany (OEC, 2020)
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China Still a Key Driver;

but Diversification in Asia is Increasingly an Imperative

It is undeniable that the Chinese market remains a key and lucrative trading
front for German companies. However, as China’s economy evolves and ge-
opolitics becomes more complex, there are clear opportunities for regional
diversification.

In recent years, German corporates have begun a process of diversification, examining other opportunities in the ASEAN
region as evidenced by the growth in trade across a variety of markets and industries.

Commerzbank has identified Vietnam, Indonesia, and Malaysia as countries where significant footprints for German cor-
porates have already been established but there are clearly more opportunities across these countries where growth rates
are expected to outstrip global peers and inflation appears more contained than elsewhere.

Asia growth forecasts
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6.2
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a8 6.8 6.8 7
5
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3.8 4.0 4.2
o 26 35 2.5 2.5
’ 3.2 | |
‘ 2023 Growth % ‘ | 2023 Inflation %
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2022 Growth 2022 Inflation %
(Real GDP %)

HE Vietnam Singapore

I Malaysia I Philippines

BN Indonesia India
Source: Commerzbank Economic Forecasts s Thailand
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The Changing Face of China
COVID-19 has had a material impact on

China’s economy.

China is undergoing an economic slowdown amid a contin-
ued correction in the property market and weak consumer
and investor sentiment due to the Zero-COVID policy. Con-
sumers and investors are less able to make long-term plans

Economic growth

due to uncertainties on when the next lockdown could
occur. Commerzbank’s economists predict that China is
unlikely to meet this year’s target of GDP growth at 5.5%
and growth is likely to be around the 3% mark.

@

I China Growth (Real GDP%)
IS China Inflation

Global Growth (Real GDP%)

- ‘
b
2022 2023

The ongoing evolution of the Chinese economy is not only a
direct result of pandemic policies, like the covid-zero strate-
gy or challenges in the property market. The world’s second
biggest economy is one in transition as China embarks on its
own structural transformation.

China is embarking on a “dual circulation” strategy, a plan
which places more emphasis on the domestic market or
internal circulation, as a hedge against an increasingly
complex world.

Source:
Commerzbank Economic Forecasts

This presents opportunities for German companies look-
ing to take advantage of China’s push toward domestic
consumption. Corporates may see demand for higher-end
manufactured goods but may face increased competition
from Chinese small to medium sized businesses that are
looking to evolve from lower cost models to take advan-
tage of maturing domestic consumer appetites.
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China’s Dual Circulation Model
and the Impact on Supply Chains

Officially, China will look inward to
tap the potential of its huge domes-
tic market and rely on indigenous
innovation to fuel growth. Despite the
increased emphasis on the domestic
market and on self-reliance in some
sectors, President Xi Jinping has

China said repeatedly that China will not
completely close itself off from the
outside world and will instead open
up more.

There are, however, some concerns
that China will take an inward-looking
approach to its future development
since it is difficult to balance self-reli-

= - = - 1 1 13
Internal Circulation External Circulation ance with opening up.
¢ Pivot towards domestic ¢ Remain as manufacturing
consumption powerhouse
¢« Enhance home-grown innovation ¢ Further opening up to foreign

investment
« Renminbi internationalization

¢« Ensure food and energy security

Source: Commerzbank

3 What is China’s dual circulation economic strategy and why is it important? (Tang, 2020)




Changing Supply Chains Models
and the Push for Sustainability

China’s dual circulation model will have an impact on glob-
al supply chains as the country moves its economic mod-
elling up the value-added chain to focus more on domestic
consumption.

China will rely mainly on “internal circulation” - the domes-
tic cycle of production, distribution, and consumption - for
its development, supported by innovation and upgrades in
the economy, according to China’s President Xi."*

As China’s economy matures and moves towards a more
consumer concentric model, its manufacturing sector may
alter as it sees changes in comparative advantages. Thus,
opening the door for other nations to expand manufac-
turing hubs where labour is more readily available and
cheaper.

Despite a shifting economic model China will still be a
manufacturing behemoth, albeit with a likely focus on pro-
duction higher up the value chain. Infrastructure build-outs
will take time and businesses will continue to want expo-
sure to the China market. A China plus one model should
be adopted.

The diversification of the global supply chain may be a
significant opportunity along with the push to make supply
chains more sustainable as is being championed by Germa-
ny with its German Supply Chain Act which will come into
effect as early as next year.

Under the legislation, German companies that use the
supply chain will be obligated to protect human rights and
the environment in the supply chain. Internationally ap-
plicable standards for occupational health and safety and
compliance with human rights must be obeyed. All people
involved in the production of goods shall be able to work
on the basis of acceptable, generally recognized ethical
and economic standards.

Such standards will apply to German companies with a
workforce of more than 3000 from January 1, 2023 and be
expanded to include companies with a staff or more than
1000.

As burgeoning manufacturing hubs across ASEAN grow,
Commerzbank determines the implications around a sus-
tainable supply model will gain traction, with an associated
renewed focus on global ESG mandates.

The Sustainable Banking and Finance Network
(SBFN)

This network was established in 2012 by the World
Bank-backed International Finance Corporation
(IFC), alongside 10 member countries. It brings
together regulators, banking and environmental
associations from emerging markets in pursuit of
a common goal: Advancing sustainable finance
opportunities for emerging economies.

As of March 2022, the network has grown to 72
member institutions - representing 62 countries
and accounting for around 86% of total bank as-
sets in emerging markets. In early 2022, the SBFN
announced plans to advance the growth of the
green bond market among its members. The aim is
to help emerging economies tap into the thriving
climate-focused investment market, with opportu-
nities worth an estimated $23 Trillion by 2030, ac-
cording to the IFC. It has rapidly become a serious
player on the global stage, setting a standard for
sustainable investment initiatives.

Amid growing pressure on corporates to imple-
ment their own ESG and climate-related strategies
and adapt to the requirements of the developing
economies, Commerzbank believes that for emerg-
ing markets, membership of networks such as the
SBFN is becoming a growing necessity.

This is particularly important, as government reg-
ulation and industry wide ESG commitments made
in advanced economies are increasingly having rip-
ple effects across the globe. While the regulatory
focus in advanced markets has generally been on

a business’ own ESG performance, in a globalised
economy, the effects of the standards imposed in
one market reverberate through the wider supply
chain. Indeed, with up to 90% of a business’ envi-
ronmental impact lying in its global value chain,
supply chains are of particular relevance in the ESG
transition.

As a result, businesses are increasingly evaluat-
ing their suppliers’ sustainability credentials, and
suppliers worldwide will therefore need to demon-
strate their ESG score if they are to ensure their
continued participation in global supply chains.'™

4 What we know about China‘s “dual circulation” economic strategy (Yao, 2020)
5 ESG on the Agenda in Emerging Markets: Financial Institutions & the Sustainable Transformation (Commerzbank, n.d.)
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Taking Advantage of the ESG Push
and Untapped Opportunities in Asia

ASEAN is paying more attention to the ESG agenda but the desire to enact
swift action comes with challenges. This is seen as a clear opportunity for
German business in the region given the anticipated swift change in corpo-
rate mindset and potential looming regulatory change.

Opportunities for German Corporates in ESG across ASEAN

Education on German

Green Financing &
Sustainability Linked
Loans (SLLs)

experience considering
German Supply
Chain Act

Practical ESG adoption
experience

Well placed in executing
finance together with
Export Credit Agencies

When dealing with the ESG agenda in parts of Southeast
Asia, sustainable development presents a fundamental
challenge in the context of rapid economic growth.

On the one hand, growth is seen as fundamental to achiev-
ing sustainable development goals linked to social issues
like eradicating poverty, hunger, gender equality and
education. The recent German push to make global supply
chains more sustainable is evidence of clear opportunities
in the space where German corporates have world leading
expertise and hence the ability to help secure the sustaina-
bility supply chains well into the future.

This form of thinking is evolving with stock exchanges in
the six largest ASEAN member states (the ASEAN-6: In-
donesia, Malaysia, the Philippines, Singapore, Thailand and
Vietnam) taking the lead by implementing ESG disclosure
requirements for listed companies. While voluntary sus-
tainability disclosures in Asia previously focused on social
issues, the new ESG disclosure requirements include more
than twice as many environmental reporting provisions as
social ones.’®

Mindsets are changing with a focus on environmental

issues is gaining traction, according to the Economist. It
says the vast majority of people living in the three most

6 ESG reporting across the ASEAN economies (RSK, 2022)

biodiverse nations of Southeast Asia - Indonesia, Malaysia
and the Philippines - support the proposed global goal of
protecting 30% of the world’s biodiversity by 2030.7

The regulatory push for carbon neutrality is also gaining
pace across the ASEAN region especially following recent
global climate initiatives like the COP summits.

In tandem with initiatives pushing for environmental change,
social aspects are equally important and receive increas-
ing focus. As parts of ASEAN experience rapid growth in
manufacturing capacity, there remain challenges on the
infrastructure side, with increasing bottlenecks across a
variety of critical infrastructure. Funding social develop-
ment and capital investment is critical in any burgeoning
manufacturing hub.

Export Credit Agencies (ECA) can provide backstopped
finance underwritten by the governments to facilitate such
needs. Financing needs in Asian nations like China, Indone-
sia and Vietnam have already seen a significant take up in
such financing methods and this is expected to continue.
Indeed Asia now accounts for around 34% of Commerzbank’s
total current active portfolio in ECA financing.

7 Data point: what’s driving ESG adoption in ASEAN countries? (Economist Impact, 2022)
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Key Climate targets across the

Asia-Pacific

China now aims to peak CO2 emis-
sions before 2030 and reach carbon
neutrality by 2060. Additionally,

it plans to increase the share of
non-fossil fuels in its primary energy
consumption to 25% by 2030.

Malaysia

Malaysia to become
carbon neutral by
2050 at the earliest.
The country had earlier

Thailand

announced its com-
mitment to reduce
emissions by 45% from
2005 levels by 2030.

Singapore

i*i
* &

Singapore has committed to reaching net zero
emissions by 2050 after previously saying it was
considering that target. By 2030 emissions will
reach 60 Million tonnes, down from prior target
of 65 Million.

[ ]

Vietnam

Thailand aims to reduce
its greenhouse gas emis-
sions by 40% by 2030,
become carbon neutral
by 2050, and achieve net
zero emissions by 2065.

Vietnam has committed
to achieve net zero emis-
sions by 2050 and phase
out coal-fuelled power
generation in the 2040s.

Indonesia

Australia

Australia aims to cut its carbon emissions by 43% by 2030 and
achieve net zero emissions by 2050, in line with the Climate
Change Bill passed by the parliament in September 2022.

Indonesia has com-
mitted to cutting its
carbon emissions
by 29% by 2030
and reach net zero
emissions by 2060
or soonetr.
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Identifying and Implementing Trends
Towards a Sustainable Future

Ina 2022 report commissioned by Commerzbank, we discovered that despite multiple crises, sustainability remains highly
important. And there is still potential, with 40% of the companies surveyed already having a sustainability strategy, and
33% of those surveyed are planning one.

Commerzbank’s commitment to climate neutrality:

Many environmentally orientated targets seek to reduce carbon emissions, but ultimately some are unavoidable.
Therefore, to achieve neutrality, carbon offsetting is a mechanism to compensate for residual emissions by suppor-
ting projects that absorb or reduce emissions. Commerzbank has been climate neutral since 2015, compensating

for residual emissions through the purchase of high-quality CO2 certificates, carefully selecting the offsetting pro-
jects we commit to. One such project, offsetting 20,000 tonnes of CO2 in 2021, supports the development of the
Jepirachi wind-based generation facility in Colombia, helping to increase renewables capacity.'®

The 21st Entrepreneur Perspectives study from Commerzbank titled “An Economy in Transition Sustainable & Digital”®, un-
dertaken by market research company Forsa, surveyed 300 companies from the industrial, service and retail sectors with
an annual turnover of $15M. The results confirm the findings of the previous year’s study, which examined the importance
of sustainability in medium-sized companies.

The effects of the energy crisis are strengthening company efforts to implement further sustainability measures. 91% of
those surveyed foresee many opportunities, above all in using resources carefully. Sustainability is also perceived as an
opportunity in terms of image cultivation (83%), strengthening social responsibility (81%) and enhancing employer attrac-
tiveness (73%).

18 ESG on the Agenda in Emerging Markets: Financial Institutions & the Sustainable Transformation (Commerzbank, n.d.)
19 Commerzbank report: Mittelstand Sustainability Report: An Economy in Transition Sustainable & Digital (Commerzbank, 2022)
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Armed with this research and as parts of developing ASEAN embark on a road to a more sustainable future,
Commerzbank can provide clear and industry leading advice and strategies for dealing with the challenges
German corporates may face in confronting changes on the ESG front across the Asia Pacific.

21st Entrepreneur Perspectives study from Commerzbank “Economy in transition:
sustainable and digital”

Opportunities of sustainability measures*

More mindful approach to resources
Image maintenance or reputational improvement

Strengthening social responsibility

Enhancing employer attractiveness
(Recruitment of new employees)

Strengthening customer loyalty
Safeguarding the company
Optimising process and cost efficiency
Responsible handling of data
Promoting product innovation
Deweloping new business fields
Better credit rating for grants of loans

Acquiring and retaining investors
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Quesgtion: "A commitment to sustainabiltty orthe implementation of sustainability measurescan also present opportunitiesfor a company. Please tellme which of the following opportunities you see for yourcompany.'

Basis Respondentsin enterpriseswith annual revenuesof € 15 m ormore
* Multiple mentienspossible

Commerzbank AG, Business Owners' Views | Results 2022

Support from Commerzbank

With respect to the services listed below, there is (very) great interest

Advice regarding funding

Clarification and information on sustainabiltty issues
Advice on sustainability issues (sector-specific advice
on ways to become more sustainable as a company)

Metworking with other enterprises to share views
via a platform

Metworking with extemnal experts on the topic of
sustainability locally

MNetworking with extemal experts to obtain advice and
implementation, e.g. offer of cooperation partners

Sustainable financing products

Bank assistance with reporting,
with preparation of sustainability reports

Information on ESG rating / ESG scoring

Sustainable investment opportunities
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Rapid Growth

iIn Green and Sustainability Linked Loans

The market for sustainable finance (comprising of Green Loans, Sustainability Linked Loans and ESG Bonds) passed $1T
globally in 2021, marking a high point in the meteoric rise of a sub-sector that didn’t exist a decade ago. Sustainable debt
issuance achieved record high volumes in 2021, an astonishing 10-fold rise since 2017 and is poised for continued growth
into 2023.

Global Sustainable Debt Volume (USDbn)
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Borrower appetite for Sustainability Linked Loans (SLLs) has driven a more than 300% increase over the past year signif-
icantly outpacing Green Loan demand. This is due to the flexibility in SLLs which addresses ESG risks by looking to the
borrower to meet KPI targets or achieve a certain sustainability rating and SLLs have the option to be working capital

in nature. They are therefore applicable to a wider range of borrowers than Green Loans which need to be aligned to a
specific green project. Banks, including Commerzbank, are keen to support our clients in this area as they also need to
achieve pre-determined financing targets for ESG purposes. It is estimated that the global market for ESG debt may reach
$15T by 2025.2°

Commerzbank has extensive experience within the SLL space. Our dedicated team has executed a number of sustainable
term loans and revolving credit facilities, underlining Commerzbank’s commitment to promote sustainability in the loan
market and proving our deep expertise in delivering such complex products. Commerzbank has also been leading the way
in the market for green Schuldschein, a private placement alternative to credit facilities and bonds, including the first ever
Schuldschein transaction worth around $550M for Nordex, a multi-megawatt wind power systems company.

8 Bloomberg/Refinitiv Loan Collector
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Across Asia, regulators are implementing initiatives to drive access and ESG disclosure. In the first 3 quarters of 2022,
Green and Sustainability Linked Loans in Asia Pacific tallied at $75B, a 75% increase of the$43bn figure recorded in the
same period last year.

Global Green Loans & SLLs Volume
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The presence of ESG Loans has grown substantially in recent years, constituting 2.8% of the total loans issued in 2019
versus 15.4% recorded in the first 3 quarters of 2022 alone.

In emerging markets, sustainable loans are typically utilised in the development of waste management, renewable energy,
clean transport or research in to future tools for Sustainability.

APAC Loan Volume Breakdown
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Breakdown by Industry - Global 1Q-3Q22
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Breakdown by Region - APAC 1Q-3Q22
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DEUTZ AG: Making a difference with Sustainability
Linked Loans

German engine manufacturer DEUTZ has taken signifi-
cant steps to shift some new borrowings to Sustainabil-
ity Linked Loans. This forms part of its strategy to strive
for commercial success while fulfilling its corporate,
social, and environmental responsibilities.

DEUTZ’s overarching objective is to balance commer-
cial success with its ESG goals. Commerzbank’s Sus-
tainability Linked Loan reaffirms that objective.

DEUTZ says that part of its responsibility to society is
to help to improve the protection of the environment
and climate around the world by developing innovative
drive solutions. The company also strives to fulfill its
responsibility in this area by continuously optimizing
the processes and activities associated with its own
business operations with regard to their impact on the
environment and society.

As such, it has taken on Sustainability Linked Loans

as an alternative general form of funding to finance
business objectives, specially achieving the increase

in inventory ranges required amid the current supply
chain difficulties, and to be able to invest in the compa-
ny’s transformation and growth projects.

DEUTZ has set itself various goals under its Taking Re-
sponsibility sustainability strategy, the most important
of which include reducing CO, emissions.

Renewables - Coming to Singapore

Commerzbank has been active in helping finance sustaina-
bility linked products. With sustainability as one of our four
strategic pillars, our portfolio across the sector is set to
grow to $10B by the end of 2025.

To reinforce our commitment in sustainability and renew-
able energy, we established our own dedicated Centre of
Competence Energy in Hamburg in 2003, which is today
one of the biggest financiers of renewable energy in Eu-
rope. The centre has been expanding its presence globally,
with an established unit in New York and another planned

in Singapore soon to support our clients in the Asia Pacific
region.

Commerzbank, specifically the Centre of Competence
Energy, has been supporting companies along the renew-
able energies value chain for decades, thereby developing
extensive knowledge of technologies, market participants
and financing structures. The centre offers bilateral and
syndicated project financing, both onshore and offshore,
as well as the entire range of corporate banking services
for companies across the renewable energy industry.
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Global Economic Outlook Provides
New Opportunities for German Corporates

As supply chains alter and the global economy evolves, the
macro-economic outlook is facing headwinds as we see
decades high inflation combined with central banks acting
aggressively to try and stem rising prices.

Parts of Asia are not struggling with the same record high
inflationary pressures that parts of the European continent
and United States are witnessing. A major economic slow-
down is not predicted for the region in 2023, unlike in more
established markets.

With inflation rates in Asia not as lofty as elsewhere in
the world, it opens the ASEAN region as being an advan-
tageous place to do business given the impost of higher
input prices will be less than home markets.

Energy prices have put some upward pressure on prices at
both a wholesale and consumer level in Asia, but these have
been capped as energy prices have subsided somewhat.

The anticipated slowdown in the US, UK and EU over 2023
should provide further impetus for diversification in Asia.

Global Growth Outlook
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Conclusion:

German Corporates are well placed to take full
advantage of emerging opportunities Asia

As the global economy moves into 2023 with a renewed
sense of uncertainty and with challenges on the global
growth front, a strategy around diversification and risk
management is clearly key.

To hedge against any protracted slowdown in established
home markets, German corporates can continue an already
well-established growth trajectory that sees them taking
advantage of above trend growth in Asia. There are also
opportunities to access potentially untapped demand
across a variety of sectors.

This whitepaper has identified key areas where German
corporates can grow and diversify as follows:

Diversification across burgeoning ASEAN markets like
Vietnam, Malaysia and Indonesia

Taking advantage of supply chain diversification as the
Chinese economy evolves

Using German expertise to expand the reach of ESG
models across developing and emerging markets in
the ASEAN region

Take advantage of the growing push for Sustainability
Linked Loans

The rising prevalence of ESG mandates across parts of the
Asia Pacific and the German experience across the move
towards sustainability mean Commerzbank is well placed
to guide business, particularly the Mittelstand on such new
developments in the region.

The rise of the German Supply Chain Act and a

push towards a sustainable supply chain is evidence a vari-
ety of German experiences can be adopted in Asia or other
new markets.

Commerzbank, with its established links in the region and
vast network of expertise, is able to use its position as a
leader in trade finance to promote the interests of German
SMEs by growing individually or working more closely with
local partners and the private sector in ASEAN.

German business should feel ready to meet the opportuni-
ties and challenges in Asia, where diversification across the
region is key, while maintaining the strength of the solid
relationship with established and trusted trading partners
like China. We expect cross border cooperation, sustain-
ability, and best global business practice to remain top of
mind for German corporates in Asia for some time.
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no responsibility or liability whatsoever for any expense, loss or damages arising out of or in any way connected with the use of all or any part of
this newsletter.

Dubai (DIFC): This document has been approved for distribution in or from the DIFC, Dubai, United Arab Emirates (the UAE) under the applicable
Regulatory Law 2004 and the DFSA Rules by Commerzbank AG DIFC Branch. This document may only be received in or from the DIFC, Dubai UAE
by Market Counterparties and Professional Clients as defined in the DFSA Rulebook Conduct of Business Module Section 2.3. Commerzbank AG
DIFC Branch is regulated by The Dubai Financial Services Authority (The “DFSA”).

Hong Kong: This document may only be made available in Hong Kong by Commerzbank AG, Hong Kong Branch to “professional investors” within
the meaning of the Securities and Futures Ordinance (Cap.571) of Hong Kong and any rules made thereunder, and persons whose ordinary business
is to buy or sell shares or debentures.

Japan: This document and its distribution do not constitute and should not be construed as a ,,solicitation” under the Financial Instrument Ex-
change Act (FIEA). This document is prepared to ,professional investors” as defined in Section 2(31) of the FIEA and Section 23 of the Cabinet
Ordinance Regarding Definition of Section 2 of the FIEA by Commerzbank AG. Note, however, that Commerzbank AG, Tokyo Branch has not
participated in its preparation. Not all financial or other instruments referred to in this document are available within Japan. You should contact
Corporates Clients division of Commerzbank AG in the respective countries for inquiries on availability of such instruments.
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Singapore: This document is furnished in Singapore by Commerzbank AG, Singapore Branch. It may only be received in Singapore by an institu-
tional investor or an accredited investor as respectively defined in section 4A of the Securities and Futures Act, Chapter 289 of Singapore (“SFA™)
pursuant to section 274 or section 275 (as applicable) of the SFA. Nothing in this document constitutes accounting, legal, regulatory, tax, financial
or other advice and/or recommendations to the recipient of this communication. Further, the communication/information provided herein does
not constitute a “financial advisory service” within the meaning of the Financial Advisers Act, Chapter 110 of Singapore (“FAA”) and therefore, the
regulatory requirements and duties that may be owed to a client pursuant to or in connection with the FAA are not applicable to the recipient in
connection with this communication. Recipients are advised to seek independent advice from their own professional advisers about the informa-
tion contained and discussed herein.

United Kingdom: Commerzbank AG London Branch is authorised and regulated by Bundesanstalt flr Finanzdienstleistungsaufsicht (BaFin) and
the European Central Bank. Authorised by the Prudential Regulation Authority. Subject to regulation by the Financial Conduct Authority and
limited regulation by the Prudential Regulation Authority. Details about the extent of our regulation by the Prudential Regulation Authority are
available from us on request.

United States: To the extent this communication is distributed in the United States, it must solely be sent to “institutional investors” and “major
U.S. institutional investors,” as defined in Rule 15a-6 under the Securities Exchange Act of 1934. Any securities transaction by U.S. persons must

be effected with Commerz Markets LLC (“CMLLC"), a wholly owned subsidiary of Commerzbank AG and a US registered broker-dealer. CMLLC

is a member of FINRA and SIPC. Under applicable US law, information regarding clients of CMLLC may be distributed to other companies within
Commerzbank. Banking services in the U.S. will be provided by Commerzbank AG, New York Branch. Any derivatives transaction with U.S. persons
must be effected with Commerzbank AG, in accordance with the provisions of the Dodd-Frank Wall Street Reform and Consumer Protection Act.
Commerzbank AG is not a member of SIPC and is a provisionally registered swap dealer with the CFTC. Some products or services may be unavai-
lable in the United States.

This is a financial promotion/marketing communication (together “communication”). It is not “investment research” or “financial analysis” as these
terms are defined in applicable regulations and has not been prepared by a research analyst. The views in this communication may differ from the
published views of Commerzbank Corporates & Markets Research Department and the communication has been prepared separately of such de-
partment. This communication may contain short-term trading ideas. Any returns or future expectations referred to are not intended to forecast or
predict future events. Any prices provided herein (other than those that are identified as being historical) are indicative only, and do not represent
firm quotes as to either size or price. This communication is for information purposes only. The descriptions of the products and ideas featured in
this document do not purport to be comprehensive descriptions. The information contained herein does not constitute the provision of investment
advice. It is not intended to be nor should it be construed as an offer or solicitation to acquire, or dispose of, any of the financial instruments and/or
securities mentioned in this communication and will not form the basis or a part of any contract.

Potential counterparties/distributors should review independently and/or obtain independent professional advice and draw their own conclusions
regarding the suitability/appropriateness of any transaction including the economic benefit and risks and the legal, regulatory, credit, tax and ac-
counting aspects in relation to their particular circumstances. Levels, bases and relief from taxation may change from time to time.

Any information in this communication is based on data obtained from sources believed by Commerzbank to be reliable, but no representations,
guarantees or warranties are made by Commerzbank with regard to the accuracy, completeness or suitability of the data. Commerzbank has not
performed any independent review or due diligence of publicly available information regarding an unaffiliated referenced asset or index.

The past performance of financial instruments is not indicative of future results. No assurance can be given that any financial instrument or issuer
described herein would yield favourable investment results. This communication is intended solely for distribution to Professional Clients and/or
Eligible Counterparties of Commerzbank. It is not intended to be distributed to Retail Clients or potential Retail Clients. Neither Commerzbank nor
any of its respective directors, officers or employees accepts any responsibility or liability whatsoever for any expense, loss or damages arising out
of or in any way connected with the use of all or any part of this communication.

Commerzbank and/or its principals or employees may have a long or short position or may transact in financial instrument(s) and/or securities
referred to herein or may trade in such financial instruments with other customers on a principal basis. The information may have been discussed
between various Commerzbank personnel and such personnel may have already acted on the basis of this information (including trading for Com-
merzbank’s own account or communication of the information to other customers of Commerzbank). Commerzbank may act as a market maker in
the financial instruments or companies discussed herein and may also perform or seek to perform investment banking services for those compa-
nies. If an actual secondary market does not exist after an offering, you may not be able to sell the security at a price above or below what you paid
initially at the offering. Generally, secondary market pricing, which Commerzbank is not obligated to provide, can be above or below offer price ba-
sed on market factors at that point in time. Debt securities issued by Commerzbank or its affiliates are unsecured obligations and any payment on
the security is subject to the credit risk of the issuing entity. Any changes to our credit rating may have a positive or adverse impact on the security.
If we were to default on our payment obligations, you may not receive amounts owed to you and or lose your entire investment.

The offer price of our securities will exceed the estimated value when the value was provided, as determined by Commerzbank’s pricing models,
which incorporates numerous factors that may include our creditworthiness, market conditions as well as other applicable factors. These pricing
models are proprietary and predicated partly on certain assumptions about future events that can be correct or not. The difference between

the estimated value and offer price is based on factors that can include underwriter discount, commission and expenses involving marketing. No
part of this communication may be reproduced, distributed or transmitted in any manner without prior written permission of Commerzbank. This
communication or the manner of its distribution may be restricted by law or regulation in certain countries. Persons into whose possession this
document may come are required to inform themselves about, and to observe any such restriction. By accepting this communication, a recipient
hereof agrees to be bound by the foregoing limitations.

This document has been approved for distribution in the US under applicable US law by Commerz Markets LLC (“CMLLC”), a wholly owned sub-
sidiary of Commerzbank AG and a US registered broker-dealer. Any securities transaction by US persons must be effected with CMLLC. Under
applicable US law, information regarding clients of CMLLC may be distributed to other companies within the Commerzbank group. This report is
intended for distribution in the United States solely to “institutional investors” and “major US institutional investors,” as defined in Rule 15a-6 under
the Securities Exchange Act of 1934. CMLLC is a member of FINRA and SIPC. Banking services in the US will be provided by Commerzbank AG,
New York Branch. Securities activities in the US are conducted through CMLLC and swap transactions with Commerzbank AG. Commerzbank AG is
not a member of SIPC and is a provisionally registered swap dealer with the CFTC. Any derivatives transaction with US persons must be effected in
accordance with the provisions of the Dodd-Frank Wall Street Reform and Consumer Protection Act. Some products or services may be unavaila-
ble in the United States.

Copyright © Commerzbank 2022. All rights reserved.
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