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Key figures

In accordance with German Commercial Code (HGB)

Balance sheet in € billion (extract)
Total assets
Loans and advances to banks

Debt securities and other
fixed-income securities

Liabilities to banks
Securitized liabilities
Total capital in € million

Income statement in € million (extract)
Net interest income
Administrative expenses

Operating result before risk provisioning
and valuation adjustments

Risk provisioning and valuation adjustments
Net income for the year
Net profit

Cost-income ratio in %
Total capital ratio (SolvV) in %
Employees

2010
78.5
49.5

26.9
3.1
62.1

3 074.6

409.2
39.4

366.2
319.2
47.0
11.8

11.5
24.5
229

2009
75.8
46.4

28.1
4.3
61.6
3 125.7

423.4
75.0

347.4
302.4
45.0
11.3

17.8
23.8
218

In accordance with International Financial Reporting

Standards (IFRS)

Consolidated balance sheet in € billion (extract)

Total assets

Loans and advances to banks
Financial investments
Liabilities to banks
Securitized liabilities

Total equity

2010
83.8
49.3
26.5

2.5
65.1
2.1

Consolidated statement of comprehensive income in € million
Net interest income before provision for loan losses/

promotional contribution

Provision for loan losses/promotional contribution

Administrative expenses

350.9
5.0
49.2

Operating result before profit and loss from fair value

measurement and hedge accounting

Result from fair value measurement
and from hedge accounting

Changes in the revaluation reserve
Group'’s total comprehensive income
Group’s net profit

Rating

Moody'’s Investors Service
Standard & Poor’s
Fitch Ratings

296.2

-144.4
-230.0
-78.2
11.8

Long-term Rating

Aaa
AAA
AAA

2009
77.8
45.8
27.9

3.7
60.3
2.2

(extract)

381.0
40.4
47.1

292.8

-369.7
267.3
190.4
11.3

Short-term Rating

P-1
A-1+
F1+
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Brief Presentation:
Landwirtschaftliche Rentenbank

The agricultural and food industry as well as rural areas in general are
exposed to constant structural change that entails special financing needs
and places high requirements on liquidity and risk management.

As a promotional bank for the agricultural sector, Landwirtschaftliche
Rentenbank provides loans for a variety of agriculture-related investments
at reduced rates of interest. Our range of products is geared towards
manufacturing businesses in the agricultural, forestry, viticulture, and horti-
culture sectors, manufacturers of agricultural production equipment, and
trade and service companies close to agriculture. We also provide funds for
projects in the food industry and other upstream and downstream compa-
nies in addition to promoting investments by municipalities and other pub-
lic bodies in rural areas as well as private rural development projects. We
extend our loans via other banks in line with our competitive neutrality.

The funds for the refinancing of promotional lending are raised through the
issuance of securities or borrowings on domestic and international capital
and interbank markets. Rentenbank’s long-term obligations have either AAA
or Aaa ratings.

Rentenbank was established by statute in 1949 as the central refinancing
institution for the agricultural and food industry, with its registered office in
Frankfurt/Main. Rentenbank is a public law institution directly accountable
to the German federal government and operates under a legal promotional
mandate. The bank is supervised by the German federal government and
benefits from the institutional liability of the Federal Republic of Germany
(Anstaltslast). Rentenbank is a member of the Association of German Public
Sector Banks (Bundesverband Offentlicher Banken Deutschlands e.V.), Berlin.

The basis of the bank’s capital was formed by contributions paid by the
German agricultural and forestry sector between 1949 and 1958. According-
ly, any unappropriated profits are used for the benefit of the agricultural
sector and rural development through a variety of promotional activities.



Foreword from the Board of Managing Directors

The usual way to assess the current status of a company is to conduct a scru-
pulous analysis of key figures. While this Annual Report does in fact present
all the “usual suspects,” there were other figures in the past year which

we are very excited about, but which are not mentioned in this report. Those
figures clearly show that it is not only a company’s balance sheet that mat-
ters when conducting a thorough analysis. We are of course referring to
brand value, established over a longer period of time, and to image, as well
as to how the company is viewed and perceived by important stakeholders.
In an online survey of the Association of German Public Sector Banks
(Bundesverband Offentlicher Banken Deutschlands e.V.) among 10 promotional
banks, Rentenbank received the best score in as many as eight out of nine
image ratings. These included credibility, competence, sympathy, model
character and customer focus. Hans Bernhardt

In a time when the entire banking sector was unsettled by a confidence
crisis, we clearly managed to position Rentenbank as a reliable and profes-
sional business partner. In this context, it certainly was not by mere chance -
that we generated positive results from our business activities in 2010. “

For example, we expanded our promotional activities for the agricultural
sector and achieved record levels in new business in our special promotional
loans. In our funding business, we were once again able to rely on interna-
tional investors, after having previously focused on the domestic market

as a result of the crisis. In addition, our financial performance has returned,
as expected, to normal positive levels after two exceptionally strong years.

Therefore, we believe that we are well positioned to face the challenges

of the current fiscal year and the upcoming changes in the regulation of
banks and financial markets.

O W

Hans Bernhardt Dr. Horst Reinhardt

Dr. Horst Reinhardt



New business
in special
promotional loans

6 € billion

2006
2007
2008
2009
2010

New business
in biogas
and photovoltaic

1.5 € billion

1.0

0.5
0.0 I

Biogas Photovoltaic

M 2009 2010

Information on fiscal year 2010

Promotional financing transactions
for the agricultural sector

Special promotional loans:
lending reaches new record levels

Our special promotional loans are a crucial part of our promotional strategy.
In 2010, demand for these promotional loans reached all-time record levels.
There are many reasons for this development: while parts of the agricultural
sector were dependent on liquidity assistance at the beginning of the year,
the improved general market conditions within the sector led to higher capi-
tal expenditures especially in the second half of the year. In order to meet
the rising demand for loans, local banks relied more often on Rentenbank’s
promotional loans to finance projects of their agricultural customers. In com-
bination with a low interest rate level, the favorable framework of the Ger-
man Renewable Energies Act (Erneuerbare-Energien-Gesetz, EEG) resulted

in a high demand for loans for alternative energy projects. The broad range
of our loan products helped us to adjust seamlessly to changed conditions
and financing needs in the agricultural sector. Our special promotional
loans, granted at particularly low interest rates, have proven their quality
during both crises and upswings as guarantors of stable credit supply within
the agricultural sector. We completed our range of promotional loans in the
year under review by offering promotional loan programs for aquaculture
and fishery.

New business in special promotional lending

€ million 2010 2009
Agriculture 2 056 2 006

of which: at particularly low interest rates 1141 1308
Agribusiness 279 204
Renewable energies 2322 1 554
Rural development 1243 1354
Other special promotional loans (incl. Special Purpose Fund) 80 268
Total 5980 5 387

New business in special promotional loans rises by 11 %

Rentenbank granted € 6.0 billion in new special promotional loans in 2010
(2009: € 5.4 billion), representing an increase of 11 % over the previous year.
Nevertheless, the number of loans granted actually declined since we
extended significantly less loans under the liquidity assistance program,
which is normally characterized by small loan amounts. In fiscal year 2010,
the number of loans granted was 26 234 (2009: 32 786). Capital expenditures
for renewable energies continued to be a key growth driver for our pro-
motional business. A total amount of € 2.3 billion (2009: € 1.6 billion) was
granted via our “Energy from the Countryside” program, which represents
an increase of 49 % compared to the previous year. The most significant
portion is attributable to the financing of photovoltaic installations, where
new business amounted to € 1 175.8 million (2009: € 993.1 million). The
biogas business showed particularly strong momentum with loans granted
in the year under review at € 1 000.2 million (2009: € 449.0 million).



Promotional lending for rural development almost reaches prior-year level

We support rural development largely through global refinancing agree-
ments with federal state promotional banks. These funds are used to refi-
nance loan programs of individual federal states intended for the promotion
of rural areas. On the basis of corresponding framework agreements, we
approved loans in a total amount of € 1.2 billion (2009: € 1.3 billion) in the
reporting year, primarily for projects such as local infrastructure measures,
residential construction, and water supply measures in rural areas.

Our “Rural Infrastructure” program is also used to provide funds for local
infrastructure projects in rural areas. It is intended for local authorities and
special purpose associations in rural areas, thus complementing the direct
promotional activities for the agricultural business. In 2010, new business in
this area decreased from € 70.1 million to € 23.8 million.

Increased new business in standard promotional loans
and securitized lending

In addition to the promotional loans for special promotional purposes, we
also extend standard promotional loans for agribusiness. In this segment,
loans granted rose significantly and amounted to € 1.9 billion (2009:

€ 1.5 billion). The average term of standard promotional loans was 7.1 years
(2009: 6.8 years), which is slightly above the average of 5.9 years (2009:

5.7 years) for newly approved special promotional loans. New business in
securitized lending increased to € 4.3 billion (2009: € 3.8 billion) in the year
under review. In fiscal year 2010, new promotional loans were granted in

a total amount of € 12.2 billion (2009: € 10.7 billion).

New business in promotional lending

€ million 2010 2009
Special promotional loans 5980 5 387
Standard promotional loans 1877 1 507
Securitized lending 4 347 3772
Total 12 204 10 666

Balance sheet (HGB): Promotional lending volume rises

The buoyant demand for special loans resulted in a strong increase of our
loan portfolio in this segment. As of December 31, 2010, special promotional
loans amounted to € 23.0 billion (2009: € 19.6 billion), representing an
increase of 17.3 % over the previous year. Their share in promotional lending
volume rose to 35 % (2009: 30 %). The portfolio of promotional loans as
reported in the balance sheet increased by a total of 1.9 % to € 42.6 billion
(2009: € 41.8 billion). Loan disbursements amounted to € 7.6 billion (2009:

€ 6.6 billion), while repayments totaled € 6.8 billion (2009: € 5.2 billion).
Despite the increased new business, securitized lending which is reported in
the balance sheet item “Debt securities and other fixed-income securities”
declined slightly to € 23.9 billion (2009: € 24.0 billion) due to maturities. In
aggregate, Rentenbank’s promotional lending volume reached € 66.5 billion
in 2010 (2009: € 65.8 billion), representing an increase of 1.1 % over the pre-
vious year.
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Appropriation of profits

In accordance with the provisions of its constituting law, Landwirtschaftliche
Rentenbank uses its net profit to promote agriculture and rural areas.

One half of the net profit is transferred to the Special Purpose Fund (Zweck-
vermdgen) and the other half to the Promotional Fund (Férderungsfonds).

Promotion of innovation through the Special Purpose Fund

In addition to its special promotional loans, Rentenbank is engaged especial-
ly in the promotion of innovation by loans offered at very low interest rates
raised from the Special Purpose Fund. The interest rates in the reporting
year were 1.5 % p.a. (nominal). In 2010, 16 (2009: 18) loans were approved

in a total amount of € 5.7 million (2009: € 8.2 million) after approval by the
Federal Ministry of Food, Agriculture and Consumer Protection (Bundes-
ministerium fiir Erndhrung, Landwirtschaft und Verbraucherschutz, BMELV).

In addition to low-interest loans, we promoted selected projects through
grants in a total amount of € 3.2 million (2009: € 5.1 million) for feasibility
studies as well as the construction of prototypes.

The Special Purpose Fund of Landwirtschaftliche Rentenbank was estab-
lished in 1952 on the basis of the Law on Agricultural Disencumbrances
(Entschuldungsabwicklungsgesetz). The bank manages the fund on a trustee
basis for the German government and makes annual contributions to the
fund from its net profit. In 2010, we transferred € 5.6 million (2009: € 5.4 mil-
lion) from the net profit of 2009 to the Special Purpose Fund. As of year-end,
the equity of the Special Purpose Fund amounted to € 94.5 million (2009:

€ 90.5 million) in accordance with HGB.

Promotional Fund: research and further training in focus

An amount of € 5.7 million was available to the Promotional Fund in the
year under review. These funds were used to support individual projects as
well as institutions working for the agricultural sector and rural areas. Apart
from agriculture-related research projects, targets include practice-oriented
model projects as well as advanced training measures and events. Rural
youth work, work for elderly people in rural areas, and the Association of
Women in Rural Areas (LandFrauenverband) have also been supported by the
Promotional Fund for many years now.



Refinancing of Rentenbank

Refinancing at favorable conditions despite volatile markets

The sovereign debt crisis in the , peripheral” countries of the euro area led
to an increased risk awareness of investors and flight into safe investments.
As a promotional bank of the EU country with the most financial power,
Rentenbank is in a very good position in view of these developments. The
increased demand by banks with regard to high-quality and liquid assets in
the wake of the tightening of banking regulations (,, Basel I11"”) also had a
positive impact on our business. Finally, the positive trend was completed
through the re-emerging demand by central banks, which continue to see
high inflows of foreign currency reserves and increasingly purchased secu-
rities from agencies with the highest credit quality, such as Rentenbank.
On the money markets, the European Central Bank (ECB) successively
reduced the over-supply of short-term liquidity. However, we continued to
raise funds at attractive rates via our Euro Commercial Paper (ECP) pro-
gram.

Medium and long-term issues slightly above plan

Funds raised on international and domestic capital markets with maturities
of more than two years amounted to € 10.6 billion (2009: € 10.0 billion). This
volume was slightly above the planned amount of € 10 billion. Funds raised
can be broken down as follows by refinancing instruments:

Medium and long-term issues (more than 2 years)

2010 2009 2010 2009
€ billion Share in %

EMTN 7.0 5.8 66.0 58.0
AUD-MTN 1.5 0.6 14.2 6.0
Global bonds 2.0 1.5 18.9 15.0
International loans/promissory notes 0.0 0.2 0.0 2.0
Domestic capital market instruments 0.1 1.9 0.9 19.0
Total 10.6 10.0 100.0 100.0

EMTN program remains most important instrument

The Euro Medium Term Note (EMTN) program is our most important refi-
nancing instrument with a ceiling of € 60 billion. Program utilization reached
€ 36.2 billion (2009: € 38.7 billion) at year-end. The EMTN program allows us
to issue tranches in all prevalent currencies for different amounts and matu-
rities using standard documentation. In the year under review, we used the
program to raise funds for the whole range of maturities, with the main
emphasis being placed on the medium and long-term segment. The issuance
in maturities of more than two years came to € 7.0 billion (2009: € 5.8 billion)
including a benchmark issue we successfully placed in the amount of € 1 bil-
lion with a term of five years. Funds raised via floating-rate euro issues came
to € 2.2 billion. Transactions denominated in U.S. dollars contributed € 2.4
billion to the refinancing volume. In addition, we used the EMTN program
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to raise funds in Australian dollars, Brazilian reais and Swiss francs. There
were no issues with short maturities up to two years in the year under
review.

Successful U.S. dollar global bonds

Since 2001, Rentenbank has used global bonds as a refinancing instrument.
These bonds facilitate access to the U.S. market and underline our position-
ing as an ,,agency” on the international capital markets. In the year under
review, global bonds accounted for € 2.0 billion (2009: € 1.5 billion) or 18.9 %
(2009: 15.0 %) of total medium and long-term funds. Apart from a global
bond in the amount of USD 1.5 billion with a term of five years, we issued

a global bond with a term of seven years in the amount of USD 1.25 billion
for the first time in September. Both issues were placed primarily with cen-
tral banks and other public-sector bodies.

Issue volume in the ,Kangaroo” market reaches record levels

In the year under review, we placed “Kangaroo” bonds in an amount of
AUD 2.15 billion, an amount equivalent to € 1.5 billion (2009: € 0.6 billion),
under the AUD-MTN program. Both figures represented a new record level
for us. With an outstanding volume of AUD 7.4 billion, Rentenbank remained
the third-largest issuer in the Australian domestic market. Thus, we have
further strengthened the position of the ,Kangaroo” market as a strategic
pillar of our refinancing.

Significant decline of domestic instruments

The re-emerging demand of international investors led to a significant
decline of issuance activity in the domestic market. This trend was intensi-
fied both by the fact that we concentrated exclusively on maturities of up to
seven years and considerably lower yields. Issuances of domestic registered
securities, which are primarily directed to German insurance companies,
were of only minor significance to our refinancing purposes and amounted
to € 0.1 billion (2009: € 1.9 billion).

Higher utilization of the ECP program

Issues under the € 20 billion ECP program continue to play a major role
within the short-term refinancing segment. These issues comprise bearer
notes with terms of less than one year and are issued in a discounted, com-
pounded, or indexed format on the basis of corresponding master documen-
tation. The preference for borrowers with high credit quality continued to
fuel sales of our ECP issues and enabled us to achieve particularly attractive
conditions. Average program utilization for the year under review was

€ 10.3 billion (2009: € 8.9 billion). Program utilization reached € 10.1 billion
at year-end.

Zero risk weight for Rentenbank issues

Since January 1, 2007, in accordance with Section 28 of the German Solvency
Regulation (Solvabilititsverordnung), receivables against Rentenbank have
been treated equal to issues of the Federal Republic of Germany for risk
weighting purposes. Pursuant to the Credit Risk Standardized Approach



(CRSA), German banks no longer have to back such receivables with equity.
The adoption of this regulation by all other EU countries has been made
mandatory by the amended EU Banking Directive. Especially in times of
crisis in the financial markets, the zero-risk weight proves to be particularly
helpful for our issuance activity as it opens up additional sales channels with
regard to domestic and international bank investors.

Demand by central banks rises significantly

In the year under review, the share of medium and long-term issues placed
with banks of 47 % was slightly above the prior year of 42 %. This group

of buyers was seeking zero-risk weight securities offering the highest credit
quality and attractive spreads, in order to minimize capital and risk costs.
The planned tightening of liquidity requirements within the framework of
»Basel III” increased demand by banks, too, as they will be required to hold
a certain amount of high-quality assets as a liquidity cushion. Central banks
and other official institutions played a larger role with a share of 32 % (2009:
12 %), which is attributable to the higher foreign currency portion of the
funds raised. The share of insurance companies, corporations and pension
funds declined considerably to 8 % (2009: 26 %), due to the reasons men-
tioned above. The share of Asset Managers also decreased from 20 % to 13 %.

The geographic distribution of our investors was characterized by a particu-
larly broad range, with the share of foreign investors rising significantly to
82 % (2009: 48 %). As a result of the decline in domestic investors, the share
of European-based investors fell to 52 % (2009: 76 %). However, the demand
by Asian purchasers rose significantly to 24 % (2009: 8 %). The share of
American investors continued to grow to 14 % (2009: 11 %). A portion of 6 %
(2009: 4 %) of our issues was placed with investors in New Zealand and Aus-
tralia, while the remaining 4 % (2009: 1 %) were attributable to the Middle
East.

U.S. dollar most important issue currency

The medium and long-term issue volume was distributed among seven cur-
rencies in the reporting year. The U.S. dollar regained its position as the
most important issue currency with a share of 42 % (2009: 21 %), while the
euro fell back to second place with a share of 35 % (2009: 65 %). The Austral-
ian dollar continues to rank in third place with a share of 16 % (2009: 7 %),
more than doubling its portion. The remaining 7 % of the medium and
long-term issues refers to bonds denominated in Swiss francs, Turkish lira,
Brazilian reais, and Norwegian kroner.

Repo eligibility of Rentenbank’s issues

Our listed, euro-denominated unsecured issues fulfill the requirements of
the European System of Central Banks (ESCB) with regard to creditworthi-
ness for repo-eligible “tier-one” marketable debt instruments. Our bonds
and notes have been classified in the second best liquidity category II. Only
bonds and notes of central banks and central governments have been allo-
cated to the higher category I. Liquidity category II includes bonds from
supranational institutions and issues from institutions with a public promo-
tional mandate, amongst others. In addition, the Reserve Bank of Australia
accepts our “Kangaroo” bonds and the Reserve Bank of New Zealand

Medium and long-term
issues 2010 -
breakdown by regions
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Medium and long-term
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Other 7%
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accepts our “Kauri” bonds as eligible collateral for repos. Our issues also
enjoy a preferential position in the private repo markets. For example,
EUREX accepts our issues as collateral for the GC Pooling ECB Basket, thus
highlighting the exceptional security of our bonds.

Inclusion of Rentenbank in the most important indices for bonds

Our liquid euro and dollar bonds and notes have been included in the most
important bond indices, such as the “iBoxx Euro Index,” the “Barclays Capi-
tal Euro Aggregate Bond Index,” the “Barclays Capital U.S. Aggregate Bond
Index”, and the “Morgan Stanley MSCI Eurodollar Credit Index.” Indices
measure the performance of domestic or international markets. Inclusion in
an index, therefore, improves the placement prospects of bonds and notes
since many institutional investors are measured against their performance,
which is used as a management and control factor.

Portfolio of medium and long-term borrowings

The total amount of medium and long-term borrowings used for refinancing
amounted to € 58.6 billion (2009: € 58.9 billion). The amount of bonds out-
standing was € 56.4 billion (2009: € 56.4 billion), while the volume of promis-
sory notes issued declined to € 1.2 billion (2009: € 1.4 billion). An amount of
€ 1.0 billion (2009: € 1.1 billion) related to other capital market funds.

Money market funding

We use a variety of instruments to refinance our short-term lending business,
for liquidity management, and to hedge short-term interest rate risks. The
funds are raised via the ECP and EMTN programs, overnight and term
deposits on the interbank market, and repo transactions with EUREX as well
as freely available refinancing facilities with the ECB. Interest rate risks are
additionally managed through derivatives. We generally do not take depos-
its from non-banks.

Share trading

As a matter of principle, we do not trade in shares. Therefore, ownership of
shares is limited to affiliations.

Asset/liability management

Increasing importance of efficient liquidity risk management

Against the backdrop of the financial market crisis and the sovereign debt
crisis, in particular liquidity risks in the financial industry have come to the
fore. Managing such risks has always been of high importance for Renten-
bank. Accordingly, the Board of Managing Directors has set limits for the
bank’s liquidity risks. In the area of short-term liquidity, all scheduled euro
inflows and outflows for the next two years are netted on a daily basis.
Negative balances must always be lower than our freely available refinanc-
ing facilities. This will ensure the bank’s liquidity at all times, even if market



disruptions limit the normal access to funds. As part of our strategic liquid-
ity management, we consider additional risk scenarios with regard to our
short-term liquidity status.

Medium and long-term liquidity risk is analyzed on a quarterly basis by
comparing the scheduled maturity dates of all transactions for the following
15 years. The maximum balance may not exceed the limit determined by the
Board of Managing Directors.

We will also evaluate the imminent regulatory changes arising from the
introduction of new liquidity ratios within the framework of Basel III in
a timely manner, and will take the relevant preparatory measures.

Management of interest rate risks

Our fixed-rate lending business as well as euro denominated issues is mainly
swapped into floating-rate positions using interest rate swaps. Proceeds
from foreign currency denominated funding and lending business are
swapped into floating rate positions denominated in euros almost exclusive-
ly through cross-currency swaps or a combination of interest rate and basis
swaps in order to hedge interest rate and currency risks. We also hedge the
market price risks (such as currency, share price and option risks) associated
with the issue of structured bonds through derivative instruments. Short-
term interest rate risks from floating-rate assets and liabilities are managed
with money market transactions. Hence, we are able to manage market price
risks separately from the bank’s overall liquidity in a flexible and market-
orientated manner.

Special promotional loans with fixed interest rates are either refinanced
through traditional capital market instruments with matching maturities or
also swapped into floating rate positions using interest rate swaps.

Our risk exposure from money market transactions and cash funds, as well
as from our lending business, is monitored on the basis of a daily risk report,
which also determines the market risk by means of a shift in the interest rate
curve. Market price risks are assessed in compliance with the Minimum
Requirements for Risk Management (Mindestanforderungen an das Risikoman-
agement, MaRisk).

Derivatives used to hedge market price risks

To hedge interest-rate and exchange-rate risks, swaps for an amount of

€ 27.0 billion (2009: € 23.6 billion) were utilized in the reporting year. Of that
amount, € 16.6 billion accounted for interest rate swaps and € 10.4 billion for
cross-currency swaps (2009: € 18.2 billion and € 5.4 billion, respectively).

In addition, we used EONIA swaps and interest-rate swaps to hedge short-
term funding, currency swaps to hedge the proceeds in foreign currencies
under the ECP program, and proceeds from short-term loans denominated
in foreign currencies.

We use derivatives exclusively as hedging instruments for existing or ex-
pected market price risks on the basis of micro or macro hedges. In the case
of micro hedges, every swap is matched to a specific balance-sheet transac-
tion. Swap options are also used only to hedge market price risks.

13
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Any credit risks are limited by entering into collateral agreements with our
swap counterparties. These agreements cover almost our entire derivative
portfolio. Derivative transactions may only be entered into if such an agree-
ment is in effect.

Sustainability

Sustainability - part of our promotional mandate

As a public law institution with a promotional mandate, Landwirtschaftliche
Rentenbank has a distinct responsibility in the area of sustainability. This is
all the more true as the term , sustainability” originally stems from the for-
estry sector. Sustainable entrepreneurial behavior is deeply entrenched in
the agricultural and forestry sectors as it focuses on thinking in generations
and the particularities of soil as a production factor that cannot be repro-
duced. In addition, activities within the agricultural sector offer various
starting points for realizing sustainability targets; for example, sustainable
behavior can contribute to global climate protection. In contrast to other
sectors of the economy, the activities of the agricultural and forestry sectors
actually remove carbon dioxide from the atmosphere as a result of the chem-
ical bonding process.

Corporate social responsibility and the protection of the environment have
therefore long been given a high priority within Rentenbank. Rentenbank’s
business model, which is based on promotional activities and long-term con-
siderations, represents the foundation of our commitment to an economical-
ly stable, ecological and socially fair-minded society. Moreover, as the Fifth
Amendment to the Law Governing Landwirtschaftliche Rentenbank became
effective on August 1, 2002, material aspects of sustainable behavior were
explicitly included in the bank’s promotional mandate.

Particularly low interest rates for sustainable investments

Since 2005, Rentenbank has been supporting investments by agricultural
businesses in renewable energies, regenerative energy sources, and agricul-
ture-related environmental, animal and consumer protection at particularly
low interest rates.

We continued on this path with the restructuring of our promotional lending
offerings in 2008, by introducing corresponding promotional lending pro-
grams for the food industry and upstream sector companies. Investments in
measures for emission reduction, energy saving, animal and consumer pro-
tection, ecological cultivation and regional marketing activities are the focus
of these programs. Accordingly, we also promote these capital expenditures
by granting loans at particularly low interest rates. Our , Energy from the
Countryside” program, which was also launched in 2008, additionally con-
centrates on the generation of renewable energies. In this context, the agri-
cultural sector plays an important role with regard to the implementation of
the climate policy goals set by the German federal government and the EU.
Rentenbank supports the sector on this path. The investments in the produc-
tion of biogas and solar power supported by Rentenbank in 2010 help to
avoid annual emissions of 1.3 million tons of carbon dioxide.



Within the promotional programs for aquaculture and fishery introduced in
the year under review, capital expenditures made for the benefit of environ-
mental protection and resource conservation are promoted also through our
loans at particularly low interest rates. Sustainable aquaculture is a relatively
new challenge for the German agricultural and food industries, in view of
the declining natural fish population and the simultaneously rising global
demand.

Rentenbank’s special promotional lending focusing on sustainability aspects
has been rising continuously in the past years. In fiscal year 2010, Rentenbank
supported investments in the amount of € 2.5 billion (2009: € 1.7 billion) for
sustainable projects. The continuous rise of loans granted also reflects the
higher involvement of the supported agricultural businesses in this area. By
designing our promotional programs, we are aiming to support investments
of the agricultural sector in sustainable projects also in the future.

Reduction of the resource consumption of internal banking operations

As a service provider, we help to conserve resources within our daily bank-
ing operations and consume energy and raw materials wisely. Furthermore,
we assess whether there is any further savings potential and take ecological
aspects into consideration in our behavior or when making decisions. In the
year under review, as part of our in-process environmental protection, our
focus was on renovating employee flats that had been built in late 1950s and
early 1960s. We plan to complete energy refurbishment of all residential
buildings by fiscal year 2013 in accordance with the German Energy Conser-
vation Act (Energieeinsparverordnung, EnEV), thus reducing our use of
resources to a considerable degree. The renovation of the first three multi-
family homes with a total of 15 residential units was already completed in
the year under review.

Apart from these exemplary measures, we will increasingly consider sus-
tainability aspects in our business activities and in our internal banking
operations in the future. For this purpose, we established a working group
in the year under review that will start to record already existing measures
and, together with the responsible departments, develop proposals for fur-
ther projects. One project will involve expanding the documentation relating
to Rentenbank’s sustainability efforts.
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Corporate Governance

Rentenbank declares its conformity with the German Public Corporate
Governance Code

Effective corporate governance is of central importance to responsible and
sustainable corporate management. Rentenbank adopted the Public Corporate
Governance Code des Bundes (PCGC, as of June 30, 2009), as promulgated by
the German federal government, by resolution of the Advisory Board dated
July 16, 2009. The PCGC is mainly directed at companies that are legal
entities under private law. However, unless legal provisions (such as the
Rentenbank Law) require otherwise, application of the Code is also recom-
mended for companies that are legal entities under public law. Rentenbank
is a public law institution directly accountable to the German federal govern-
ment.

The Board of Managing Directors and the Advisory Board of Rentenbank
identify with these principles. Compliance with the internationally and
nationally recognized standards contained in the code for competent and
responsible corporate management is explicitly in the interest of the German
government with regard to Rentenbank’s activities.

Management and control of the bank through the Board of Managing
Directors and the Advisory Board

The Board of Managing Directors and the Advisory Board cooperate closely
for the benefit of the bank and observe the rules of good corporate govern-
ance. The Board of Managing Directors runs the bank under its own respon-
sibility according to the stipulations of the Law Governing Landwirtschaft-
liche Rentenbank and its Statutes. Accordingly, it is bound by the interests of
the bank and its statutory promotional mandate. The Advisory Board advis-
es and monitors the Board of Managing Directors in its management of the
bank. It appoints the members of the Board of Managing Directors and,
together with them, establishes long-term succession plans. In addition to
the regulations contained in the Statutes, the Advisory Board can classify
certain transactions as being subject to its consent. Rules of procedure are
applicable to both the Board of Managing Directors and the Advisory Board.

Avoidance of conflicts of interest

The members of the Board of Managing Directors and the Advisory Board
are obliged to fulfill their tasks in accordance with the interests of the bank.
Potentially emerging conflicts of interest in connection with their activities
must be brought before the Chairman of the Advisory Board or the Advisory
Board by the members of the Board of Managing Directors or of the Advi-
sory Board. During the reporting year, there were no conflicts of interest
concerning the members of the Board of Managing Directors or the Advisory
Board.



Remuneration regulations for the Board of Managing Directors
and the Advisory Board

Remuneration for the Board of Managing Directors is determined by the
Advisory Board. A performance assessment is used to determine the appro-
priate amount of remuneration. The total remuneration of the Board of
Managing Directors contains no incentives to enter into particular transac-
tions or to accept certain risks.

The Advisory Board establishes the assessment basis for the bonus that is
paid for the past calendar year and determined during its spring meeting

by referring to the individual performance of a member of the Board of
Managing Directors, the performance of all members of the Board of Manag-
ing Directors taken as a whole, the economic situation, and the sustained
success and future prospects of Rentenbank. Both quantitative and qualita-
tive aspects are taken into account to translate these factors to the operating
business. There is no direct correlation between the amount of the variable
remuneration of the members of the Board of Managing Directors and one
or more of these criteria.

Remuneration for the members of the Advisory Board is regulated by the
Statutes. In this manner, both the responsibility and the extent of the activi-
ties of Advisory Board members are taken into account, as well as the eco-
nomic situation of Rentenbank.

The individual remuneration of members of the Board of Managing Direc-
tors and the Advisory Board can be found in the notes to the consolidated
financial statements on pages 98 and 99.

Transparency and information

The bank places high value on both transparency and information. Renten-
bank follows the principle of equal treatment for investors and other inter-
ested parties concerning the distribution of information. The information
published by the bank is also accessible on its website (www.rentenbank.de).
Important matters which may influence the market price of Rentenbank’s
listed securities are published without delay.

Accounting and auditing

The consolidated financial statements for fiscal year 2010 were prepared in
accordance with IFRS. The bank also prepares separate financial statements
in accordance with the accounting principles set out in the German Com-
mercial Code (HGB) that are relevant to large corporations and pursuant to
the specific requirements of the German Accounting Directive for Banks and
Financial Services Institutions (Verordnung iiber die Rechnungslegung der
Kreditinstitute und Finanzdienstleistungsinstitute, RechKred V). The Advisory
Board chooses the external auditors, awards the audit engagement and
agrees the fee with the auditors. The Audit Committee, which is formed by
the Advisory Board, ensures the independence of the auditors.
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Deviations from the recommendations of the Public Corporate
Governance Code

The PCGC is mainly addressed to corporations. In addition, the PCGC also
addresses other legal entities under private or public law whose purpose is,
or largely comprises, a commercial or other economic business. Companies
are classified as a legal entities under public law are recommended to com-
ply with the PCGC as long as statutory provisions (e. g. with regard to the
structure of corporate bodies) do not require otherwise. The Law Governing
Landwirtschaftliche Rentenbank rules out the application of some of the
Code’s requirements.

Declaration of Conformity by the Board of Managing Directors
and the Advisory Board

In fiscal year 2010, Landwirtschaftliche Rentenbank adopted the recom-
mendations of the PCGC, as amended on June 30, 2009, with the following
exceptions:

* The remuneration for members of the Board of Managing Directors and
the Advisory Board is not disclosed separately in the Corporate Govern-
ance Report, as individual remuneration, identified by name, is described
in Rentenbank’s Annual Report in a generally comprehensible format
(see the notes to the consolidated financial statements, pages 98 and 99).

* The new recommendation with regard to severance payment caps in the
event of the premature termination of Board membership in accordance
with section 4.2.3 of the PCGC refers to the conclusion of new contracts
and has not yet been relevant for Landwirtschaftliche Rentenbank. If a new
contract is concluded, the Advisory Board or the responsible Advisory
Committee of Landwirtschaftliche Rentenbank will carry out a review of
the recommendation.

Landwirtschaftliche Rentenbank also intends to comply with the PCGC
in future, as amended on June 30, 2009, and as provided above.

Landwirtschaftliche Rentenbank
March 2011

The Board of Managing Directors
The Advisory Board



Financial statements

in accordance with German
Commercial Code (HGB)
2010

Balance sheet and income statement:
Positive promotional business trend

Pursuant to the Law Governing Landwirtschaftliche
Rentenbank, the appropriation of the bank’s net profit
is based on its HGB financial statements. In addition

to IFRS consolidated financial statements, we therefore
also prepare separate financial statements in accord-
ance with HGB. The major developments in the finan-
cial statements in accordance with HGB are presented
in this section.

Increase in total assets

Total assets grew by € 2.7 billion or 3.6 % to € 78.5 bil-
lion in 2010 (2009: € 75.8 billion). Due to the fact that we
generally extend loans via other banks, in accordance
with our competitive neutrality, the asset side of the
balance sheet primarily comprises loans and advances
to banks. As of the balance sheet date, this line item
amounted to €49.5 billion (2009: € 46.4 billion) or a
share of 63.1 % (2009: 61.2 %) in total assets, represent-
ing an increase of € 3.1 billion compared to the prior
year. The securities portfolio, which almost exclusively
comprises bank bonds and notes, fell by € 1.2 billion

to € 26.9 billion (2009: € 28.1 billion).

Liabilities to banks decreased by € 1.2 billion to € 3.1 bil-
lion (2009: € 4.3 billion). Liabilities to customers fell by
€ 0.3 billion to € 5.6 billion (2009: € 5.9 billion). This bal-
ance sheet item primarily comprises registered bonds,
which are reported with a volume of € 4.4 billion (2009:
€4.7 billion) at year-end. Securitized liabilities grew by
€ 0.5 billion to € 62.1 billion (2009: € 61.6 billion).

Financial performance returns to normal levels

The bank’s financial performance in fiscal year 2010
was characterized by a return to normal levels. After
the exceptionally positive performance in both of the
previous years, net interest income declined by 3.4 %
to €409.2 million (2009: € 423.4 million). However, the
operating result before measurement reached a new
record level and amounted to € 366.2 million (2009:

€ 347.4 million). This is attributable to a significant
decline in administrative expenses from € 75.0 million
to € 39.4 million, which was caused by the adjustment
of the measurement of pension obligations to the provi-

sions set out in IAS 19 in the prior year, resulting in an
extraordinary increase of this expense item in 2009.

Net income for 2010 amounted to € 47.0 million (2009:
€ 45.0 million), representing an increase of € 2.0 million
against the previous year. Subject to the outstanding
resolutions of the responsible corporate bodies, the
bank intends to transfer € 35.25 million (2009: € 33.75
million) from net income to the principal reserve. The
net profit after the transfer to reserves will amount

to €11.75 million (2009: € 11.25 million), which will be
used to promote agriculture and rural areas.

Slight decrease in equity

In 2010, the total capital reported on the balance sheet
amounted to € 3 074.6 million (2009: € 3 125.7 million)
after the transfers to the principal reserve and the addi-
tions to the fund covering general banking risks, repre-
senting a decrease of € 51.1 million. Total capital can be
broken down as follows:

Dec. 31, Dec. 31,

2010 2009

€ million € million

Capital stock 135.0 135.0

Principal reserve 651.7 564.7

Guarantee reserve 159.1 188.3
Fund covering

general banking risks 1348.0 1170.0

Subordinated liabilities 780.8 1067.7

Total 3074.6 3125.7

The fund covering general banking risks was increased
by € 178.0 million to € 1 348.0 million. Subordinated
liabilities decreased by € 286.9 million on a net basis
due to maturing loans, taking into account exchange
rate fluctuations. The share of liable capital reported on
the balance sheet in total assets was 3.9 % (2009: 4.1 %).

The bank’s regulatory capital as of December 31, 2010
amounts to € 3 246.1 million (2009: € 3 027.0 million)
prior to the approval of the financial statements. The
total capital ratio, calculated pursuant to Section 10 (1)
of the German Banking Act based on the German
Solvency Regulation (Solvabilititsverordnung, SolvV),
amounted to 24.5 % on the reporting date (2009: 23.8 %),
and thus exceeded the legal minimum requirements

to a considerable extent.



Balance sheet

ASSETS
Dec. 31, 2009
€ million € million € million € million
1. Cash and balances with central banks
a) Cash on hand 0.1 0.1
b) Balances with central banks 53.4 102.1
53.5 102.2
of which: with Deutsche Bundesbank
€m 53.4 (2009: € m 102.1)
2. Loans and advances to banks
a) Payable on demand 3.3 2.5
b) Other loans and advances 49532.3 46 408.6
49535.6 46411.1
3. Loans and advances to customers
of which: Secured by charges on real property
€m 0.0 (2009: € m 0.0)
Loans to local authorities
€m 1379.9 (2009: € m 477.4) 1834.3 978.0

4. Debt securities and other fixed-income securities
a) Money market securities
aa)Public-sector issuers 132.1 0.0
of which: Securities eligible as collateral with Deutsche Bundesbank
€m 132.1 (2009: € m 0.0)

ab)Other issuers 0.0 132.1 189.9
of which: Securities eligible as collateral with Deutsche Bundesbank
€m 0.0 (2009: € m 189.9)
b) Bonds and debt securities
ba)Public-sector issuers 1528.0 820.8

of which: Securities eligible as collateral with Deutsche Bundesbank
€m 1416.5 (2009: € m 690.8)
bb)Other issuers 24 643.4 26171.4 26479.7
of which: Securities eligible as collateral with Deutsche Bundesbank
€ m 23755.7 (2009: € m 25783.4)

c) Own debt securities 635.9 635.9
Nominal amount € m 694.2 (2009: € m 581.9) 26939.4 28126.3
5. Shares and other variable-income securities 0.1 0.1
6. Equity investments
of which: in banks
€m 0.0 (2009: € m 0.0)
in financial services institutions
€m 0.0 (2009: € m 0.0) 4.2 4.2
7. Interests in affiliated companies
of which: in banks
€m 0.0 (2009: € m 0.0)
in financial services institutions
€m 0.0 (2009: € m 0.0) 0.0 0.0
8. Trust assets
of which: Trustee loans
€m 104.8 (2009: € m 106.7) 104.8 106.7
9. Intangible assets 0.4 0.3
10. Tangible assets 19.0 19.8
11. Other assets 11.5 86.5
12. Prepaid expenses
a) From new issues and lending 4.1 5.1
b) Other 1.3 1.2
5.4 6.3
Total assets 78 508.2 75841.5
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as of December 31, 2010

LIABILITIES AND EQUITY
Dec. 31, 2009

€ million € million € million € million
1. Liabilities to banks
a) Payable on demand 0.1 0.0
b) With an agreed maturity or period of notice 3124.3 4 308.6
3124.4 4 308.6
2. Liabilities to customers
Other liabilities
a) Payable on demand 63.1 65.4
b) With an agreed maturity or period of notice 5530.1 5796.2
5593.2 5861.6
3. Securitized liabilities
Debt securities issued 62 059.5 61623.4
4. Trust liabilities
of which: Trustee loans
€m 104.8 (2009: € m 106.7) 104.8 106.7
5. Other liabilities 4020.7 283.5
6. Prepaid expenses
a) From new issues and lending 1.3 0.7
b) Other 52.1 42.6
53.4 43.3
7. Provisions
a) Provisions for pensions and similar obligations 84.6 107.1
b) Other provisions 381.2 370.4
465.8 477.5
8. Subordinated liabilities 780.8 1067.7
9. Fund covering general banking risks 1348.0 1170.0
10. Equity
a) Subscribed capital 135.0 135.0
b) Retained earnings
ba)Principal reserve pursuant to Section 2 (2) of the Law
Governing the Landwirtschaftliche Rentenbank 594.6
Transfers from guarantee reserve 29.2
Effect from first-time application of BilMoG 22.6
Transfers from net income for the year 35.3 651.7 564.6
bb)Guarantee reserve pursuant to Section 2 (3) of the Law
Governing the Landwirtschaftliche Rentenbank 188.3
Appropriations pursuant to Section 2 (3) of the
Rentenbank Law 29.2 159.1 188.3
c) Net profit 11.8 11.3
957.6 899.2
Total liabilities and equity 78508.2 75841.5
1. Contingent liabilities
Liabilities from guarantees and indemnity agreements 3.6 119.1
2. Other commitments
Irrevocable loan commitments 1370.8 1322.2
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Income statement for the

EXPENSES
2009
€ million € million € million € million
1. Interest expenses 2425.1 2663.0
2. Fee and commission expenses 2.7 2.3
3. Net trading expenses 0.0 0.0
4. General administrative expenses
a) Personnel expenses
aa) Wages and salaries 19.8 18.6
ab) Social security contributions and expenses
for pensions and other employee benefits 3.1 37.3
22.9 55.9
of which:
pension expenses € m 0.8 (2009: € m 35.0)
b) Other administrative expenses 14.7 16.4
37.6 72.3
5. Depreciation, amortization and write-downs
of intangible and tangible fixed assets 1.8 2.7
6. Other operating expenses 8.4 6.5
7. Expenses for specific securities and loans
and advances
a) Depreciation, amortization and write-downs of
loans and advances, and specific securities as well as
additions to provisions for lending operations 168.4 191.6
b) Additions to the fund covering general banking risks 178.0 83.0
346.4 274.6
8. Amortization and write-downs of
equity investments, interests in affiliated companies
and securities treated like fixed assets 0.0 27.8
9. Extraordinary expenses 0.0 0.0
10. Taxes on income 0.0 0.0
11. Other taxes not disclosed under item 6 0.1 0.1
12. Net income for the year 47.0 45.0
Total expenses 2869.1 3094.3
1. Net income for the year 47.0 45.0

2. Transfers from retained earnings

from guarantee reserve pursuant to Section 2 (3) of the Law

Governing the Landwirtschaftliche Rentenbank 29.2 121.0
3. Transfers to retained earnings

to principal reserve pursuant to Section 2 (2) of the Law

Governing the Landwirtschaftliche Rentenbank

from guarantee reserve 29.2 121.0
from net income for the year 35.2 33.7
4. Net profit 11.8 11.3
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period from January 1to December 31, 2010

INCOME
2009
€ million € million € million

1. Interest income from
a) Lending and money market transactions 2061.0 2204.9

b) Fixed-income securities

and debt register claims 773.0 881.3
2834.0 3086.2

2. Current income from
a) Equities and other non-fixed-income securities 0.0 0.0
b) Equity investments 0.3 0.2
c) Interests in affiliated companies 0.0 0.0
0.3 0.2
3. Fee and commission income 2.7 4.4
4. Net trading income 0.0 0.0

5. Income from write-ups on loans and advances

and specific securities as well as the

reversal of provisions for lending operations 0.0 0.0
6. Income from write-ups on equity investments,

interests in affiliated companies and

securities treated like fixed assets 27.2 0.0

7. Other operating income 4.9 3.5
8. Extraordinary income 0.0 0.0
Total income 2869.1 3094.3
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Group management report

Economic environment

In fiscal year 2010, the financial markets were charac-
terized primarily by two trends: the recovery of the
global economy and the sovereign debt crisis in some
euro zone countries. After the most severe recession it
had experienced since World War II, the global econo-
my has surprised investors with an unexpectedly fast
and strong upswing. Economic aid packages as well as
dynamic growth in the emerging markets made im-
portant contributions to the upward movement in
industrialized countries. The euro zone gross domestic
product (GDP) grew by 1.7 % in 2010, after a decrease
of 4.1 % in 2009. However, the differences among the
euro zone economies were huge: while Greece and
Ireland remained stuck in recession in 2010, the German
GDP grew at an above-average rate of 3.6 %, after the
plunge of 4.7 % a year earlier. Growth in Germany was
not only fueled by the export sector, but also influ-
enced by the slight recovery in domestic demand.

Inflation in the euro zone remained at a low level in
2010. Despite the economic recovery, the opportunities
for price increases were held back by low capacity
utilization and high levels of unemployment. Con-
sumer prices increased in the euro zone by an average
of 1.6 %, after 0.3 % a year earlier. However, as the
increase of energy and raw material prices accelerated
in view of the worldwide upswing, price pressures
started to increase again during the course of the year.
In December, for the first time in two years, the month-
ly inflation rate stood above the 2 % threshold. The
unemployment rate for the euro zone, as measured by
the International Labour Organization, remained at
approximately 10 % during the whole of 2010, after

a considerable rise during the recession of 2009. The
development was much more positive in Germany,
where the unemployment rate declined from 7.3 % to
6.6 % during the year under review.

The comprehensive economic aid packages to boost
macroeconomic demand left their mark on public sec-
tor finances, as did the recession in the prior year. In
2010, the globally mushrooming levels of government
debt were increasingly the focus of both investors and
rating agencies. The euro zone countries primarily
affected included Greece, Ireland and Portugal, and to
a limited extent Spain and Italy. The spreads between
the yields on European government bonds widened in
line with this development. In May, the European
Union (EU), together with the International Monetary
Fund (IMF), set up a bailout package in the amount of
€ 750 billion to save euro zone countries from national
bankruptcy and to stabilize financial markets. The

European Central Bank (ECB) also contributed to the
rescue package by providing banks with unlimited
liquidity within the framework of its regular refinanc-
ing transactions as well as by purchasing covered
bonds and the government bonds of endangered EU
countries.

These measures helped to stabilize the financial mar-
kets temporarily. However, toward the end of the
fiscal year, market participants were again unsettled
due to the persisting debt crisis and the still fragile
financial sector. The whole of fiscal 2010 was charac-
terized by a high volatility in financial markets. Many
investors pulled out of high-risk asset classes, result-
ing in declining long-term yields for safer investments.
At the same time, the yield curve flattened, with the
yield on 10-year German government bonds falling to
approximately 2 % at the beginning of September 2010.
Re-emerging fears of inflation, discussions around the
introduction of eurobonds, and fears that the euro
zone debt crisis might spread, led to an increase of the
yield to approximately 3 % at the end of 2010.

Company performance

The business trend of Rentenbank in 2010 saw persist-
ently high demand for promotional financing transac-
tions and a return to normal levels of financial per-
formance. In fiscal year 2010, the total volume of pro-
motional loans amounted to € 66.5 billion (compared
with € 65.8 billion as of December 31, 2009), represent-
ing an increase of 1.1 % over the prior year. As a result
of the increase in new business for special promotional
loans, the portfolio of promotional loans grew by

€ 0.8 billion or 1.9 % to € 42.6 billion in 2010 (compared
with € 41.8 billion on December 31, 2009). The volume
for securitized lending recognized in the balance sheet
declined as amounts due exceeded the increased new
business volume. New promotional loans were granted
in a total amount of € 12.2 billion in fiscal year 2010
(compared with € 10.7 billion on December 31, 2009),
while demand for funds from the capital market in-
creased due to the higher volume of new business.

In the year under review, Rentenbank borrowed funds
in the amount of € 10.6 billion (compared with € 10.0
billion as of December 31, 2009) on domestic and for-
eign capital markets.



Total assets and business volume

Dec. 31, 2010 Dec. 31, 2009
Balance sheet (extract) € billion € billion
Total assets 83.8 77.8
Loans and advances to banks 49.3 45.8
Loans and advances to customers 1.5 0.6
Positive fair values of derivative financial instruments 6.0 2.9
Financial investments 26.5 27.9
Liabilities to banks 2.5 3.7
Liabilities to customers 5.6 5.8
Securitized liabilities 65.1 60.3
Negative fair values of derivative financial instruments 3.3 4.4
Provisions 0.1 0.1

Total assets increased by € 6.0 billion or 7.7 % to € 83.8
billion as of December 31, 2010, up from € 77.8 billion
as of December 31, 2009. This growth was mainly
attributable to the increased volume of promotional
loans, the cash collateral received within the context of
collateralization agreements and exchange rate fluc-
tuations. Total assets of the consolidated subsidiary
LR Beteiligungsgesellschaft mbH, Frankfurt/Main,
were € 219.5 million as of December 31, 2010 (com-
pared with € 232.2 million in December 31, 2009). Total
assets of the consolidated subsidiary DSV Silo- und
Verwaltungsgesellschaft mbH, Frankfurt/Main, in
which LR Beteiligungsgesellschaft mbH holds a 100 %
stake, amounted to € 16.6 million in 2010 (compared
with € 17.8 million in December 31, 2009). Contingent
liabilities excluding irrevocable loan commitments
totaled € 4.1 million (compared with € 119.1 million on
December 31, 2009). A back-to-back guarantee from
the German government in the amount of € 110 million
was repaid in the year under review.

In accordance with its competitive neutrality, the
Group generally extends credit via other banks. There-
fore, the asset side of the balance sheet primarily con-
sists of loans and advances to banks. As of December
31, 2010, this line item amounted to € 49.3 billion
(compared with € 45.8 billion on December 31, 2009)
or a share of 58.8 % (compared with 58.9 % on Decem-
ber 31, 2009) in total assets, representing an increase
from the prior-year level of € 3.5 billion. This increase
is attributable to the increase in the volume of special
promotional loans and the investment of cash collat-
eral received.

Loans and advances to customers grew by € 0.9 billion
to € 1.5 billion (compared with € 0.6 billion on Decem-
ber 31, 2009).

Financial investments, which consist almost exclusive-
ly of bank bonds and notes, declined by € 1.4 billion to
€ 26.5 billion (compared with € 27.9 billion on Decem-
ber 31, 2009) primarily as amounts due exceeded the

new business volume. The Group is not exposed to
securities or receivables with structured credit risks
such as asset-backed securities, or collateralized debt
obligations.

Liabilities to banks decreased by € 1.2 billion to € 2.5
billion (compared with € 3.7 billion on December 31,
2009), primarily as a result of the reduction in term
deposits.

Liabilities to customers fell by € 0.2 billion to € 5.6 bil-
lion (compared with € 5.8 billion on December 31,
2009). This balance sheet item primarily comprises
registered bonds and promissory note loans with a
carrying amount of € 5.5 billion at year-end (compared
with € 5.6 billion on December 31, 2009).

The portfolio of securitized liabilities increased by

€ 4.8 billion or 8.0 % compared to the preceding year.
Their carrying amount as of December 31, 2010,
reached € 65.1 billion (compared with € 60.3 billion on
December 31, 2009). This growth is largely attributable
to effects from currency translation in connection with
USD issues, which had compensating effects on the
derivatives entered into to hedge existing or expected
market price risks. The Medium Term Note (MTN)
programs represent the most important refinancing
source and amounted to € 43.0 billion (compared with
€ 40.2 billion on December 31, 2009). Global bonds
totaled € 12.1 billion (compared with € 9.9 billion on
December 31, 2009) at year-end. The balance of instru-
ments from the ECP program, which is part of money
market funding, declined slightly to € 10.0 billion (com-
pared with € 10.2 billion as of December 31, 2009).

The funds borrowed on the money and capital mar-
kets for refinancing purposes were made available on
an arm’s length basis.

Derivatives are exclusively entered into to hedge exist-
ing or expected market price risks. The Bank does not
enter into credit default swaps (CDS). The positive fair
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values of derivative financial instruments increased as
a result of the business development in 2010 and mar-
ket valuations - particularly the currency translation
of USD items - by € 3.1 billion to € 6.0 billion (com-
pared with € 2.9 billion on December 31, 2009). Nega-
tive fair values fell by € 1.1 billion to € 3.3 billion (com-
pared with € 4.4 billion on December 31, 2009).

Financial performance

Provisions decreased slightly by € 0.4 million to € 102.1
million (compared with € 102.5 million on December
31, 2009). The gross amount of additions to pension
provisions was € 6.6 million, and the amount of provi-
sions used for current pension benefit payments was
€ 5.6 million. The present value of the defined benefit
obligations was determined on the basis of a discount
rate of 4.8 % (compared with 5.2 % in 2009).

Dec. 31, 2010 Dec. 31, 2009
1) Income statement € million € million
Net interest income before provision for loan losses/
promotional contribution 350.9 381.0
Provision for loan losses/promotional contribution 5.0 40.4
Administrative expenses 49.2 47.1
Net other income/expense -0.5 -0.7
a) Operating result 296.2 292.8
Result from fair value measurement and from hedge accounting -144.4 -369.7
b) Measurement result -144.4 -369.7
c) Group'’s net income 151.8 -76.9
2) Other comprehensive income
Change in the revaluation reserve -230.0 267.3
3) Group's total comprehensive income -78.2 190.4

Operating result

The Group’s operating earnings before profit or loss
from fair value measurement and hedge accounting
developed positively in the year under review. Inter-
est income, including contributions from fixed-income
securities and equity investments, reached € 4 019.3
million (compared with € 3 854.5 million on December
31, 2009). After deducting interest expenses of

€ 3 668.4 million (compared with € 3 473.5 million on
December 31, 2009), net interest income amounted to
€ 350.9 million (compared with € 381.0 million on
December 31, 2009). This decrease of € 30.1 million or
7.9 % compared to the prior year is largely attributable
to lower margins in the short-term interbank business.
The item “Provision for loan losses/promotional con-
tribution” declined by € 35.4 million to € 5.0 million
(compared with € 40.4 million as of December 31,
2009) as no valuation allowances were necessary and
a receivable previously written off was sold in 2010.
Accordingly, operating earnings improved slightly

by € 3.4 million to € 296.2 million (compared with

€ 292.8 million on December 31, 2009).

The operating result before profit or loss from fair val-
ue measurement and hedge accounting in the Promo-
tional Business segment saw a marked increase to a
profit of € 128.6 million, up from € 71.1 million on
December 31, 2009, reflecting a higher promotional
lending volume at increasing longer-term margins.

In contrast, the result in the Treasury Management

segment fell to € 74.9 million (compared with € 136.2
million as of December 31, 2009) due to the reduction
of net interest income. The Capital Investment seg-
ment improved earnings to € 92.7 million (compared
with € 85.5 million as of December 31, 2009).

Measurement result

The measurement result comprises the unrealized
gains and losses from changes in the fair value of de-
rivatives and economically hedged items accounted
for under the fair value option. In addition, the chang-
es in the fair value of hedged items of effective hedg-
ing relationships attributable to changes in interest
rates as well as the amortization of such changes in the
case of ineffective hedges are recognized in this item.
Changes in the fair value of available-for-sale securi-
ties attributable to changes in credit risk are not recog-
nized in the measurement result, but directly in equity
in the revaluation reserve, to the extent that no impair-
ment losses need to be taken into account.

The development of our measurement result in 2010
was affected by the consequences the sovereign debt
crisis of some euro zone countries had on the financial
markets. The development of risk premiums based on
changes in credit ratings varied. Risk premiums for
the Bank’s own liabilities increased, resulting in meas-
urement gains. Risk premiums also increased for as-
sets from countries with excessive government debt,



while risk premiums for assets from other countries
declined. In aggregate, the measurement of assets also
resulted in measurement gains, which were recog-
nized in the income statement. However, measure-
ment losses due to a substantial widening of the basis
swap spread (cost of foreign exchange as well as costs
for the swap between interest bases in the same cur-
rency) more than compensated for the aforementioned
measurement gains from assets and liabilities.

In addition, the amortization of fair value measure-
ment gains recognized in profit or loss in prior periods
in relation to hedged items from macro hedge ac-
counting further reduced earnings by € 113.8 million.

As of December 31, 2010, overall measurement losses
amounted to € 144.4 million, representing a decline
compared to measurement losses of € 369.7 million in
the prior year.

Due to the buy-and-hold strategy of the Group as a
non-trading book institution (Nichthandelsbuchinsti-
tut) within the meaning of the German Banking Act
(Kreditwesengesetz, KWG), these measurement losses
are merely of a temporary nature, provided there are
no counterparty defaults. They will be partially re-
versed in 2011 and in the following years in the form
of measurement gains as a result of a reduction of
remaining terms to maturity.

Group’s net income for the year

Measurement losses of € 144.4 million were more than
compensated for by the operating result amounting

to € 296.2 million. Net income thus amounted to € 151.8
million, representing an improvement of € 228.7 mil-
lion compared to the prior year’s net loss of € 76.9 mil-
lion.

Other comprehensive income

Apart from the amortization of securities reclassified
as “held to maturity” in 2008, other comprehensive
income primarily includes changes in the fair value of
available-for-sale securities attributable to changes in
credit risk. Fair value changes attributable to changes
in credit risk result from changes to risk premiums
(credit spreads).

Higher credit spreads due to the sovereign debt crisis
in some euro zone countries led to a reduction in secu-
rities” market values. This resulted in a decrease of the
item “changes in the revaluation reserve” of € 230,0
million (compared with an increase of € 267.3 million
as of December 31, 2009). In view of the Group’s long-
term investment strategy, these fluctuations are con-

sidered of a temporary nature, provided there are no
counterparty defaults.

Total comprehensive income of the Group

Total comprehensive income as of December 31, 2010
amounted to a loss of € 78.2 million (compared with a
profit of € 190.4 million on December 31, 2009), repre-
senting an decrease of € 268.6 million against the pre-
vious year. This decrease is almost exclusively attrib-
utable to the decline of other comprehensive income
by € 497.3 million. The higher measurement result in
the income statement, which increased by € 225.3 mil-
lion, was only partially able to compensate for the
decrease in other comprehensive income.

Appropriation of profits

Pursuant to Section 2 (3) Sentence 2 of the Law Gov-
erning the Landwirtschaftliche Rentenbank, the guar-
antee reserve (Deckungsriicklage) may not exceed 5 %
of the nominal amount of the covered bonds outstand-
ing at any time. Accordingly, the decrease in the vol-
ume of the bonds subject to cover requirements result-
ed in a transfer from the guarantee reserve of € 29.2
million (compared with € 121.0 million on December
31, 2009) to the principal reserve (Hauptriicklage).

Subject to the outstanding resolutions of the respon-
sible corporate bodies, the Bank intends to transfer

€ 57.8 million from net income to the principal reserve.
The remaining operating results plus the measure-
ment gains of € 82.2 million will be transferred to other
retained earnings. The Group’s net profit remaining
after the transfer to reserves will amount to € 11.75
million (compared with € 11.25 million on December
31, 2009).
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Equity

Equity as reported on the balance sheet is € 2 146.6 million (compared with € 2 236.1 million
on December 31, 2009), and can be broken down as follows.

Dec. 31, 2010 Dec. 31, 2009

€ million € million

Subscribed capital 135.0 135.0
Retained earnings 2403.4 2 263.4
Revaluation reserve -403.6 -173.6
Group’s net profit 11.8 11.3
Total equity 2 146.6 2 236.1

Equity declined by € 89.5 million compared to Decem-
ber 31, 2009. The increase in retained earnings of € 140.0
million could only partially compensate for the reduc-
tion in the revaluation reserve of € 230.0 million.

Subordinated liabilities decreased by € 232.4 million
to € 889.5 million (compared with € 1 121.9 million on
December 31, 2009) due to maturing instruments. The
terms and conditions of all subordinated liabilities ful-
fill the requirements of Section 10 (5a) of the German
Banking Act and preclude early repayment or conver-
sion.

The Group’s regulatory capital as of December 31,
2010 amounts to € 3 259.1 million (compared with

€ 3 040.1 million on December 31, 2009), prior to the
approval of the financial statements. The total capital
ratio, calculated pursuant to Section 10 (1) of the Ger-
man Banking Act based on the German Solvency
Regulation (Solvabilitdtsverordnung, SolvV), amount-
ed to 25.2 % on the reporting date (compared with
23.9 % on December 31, 2009), and thus exceeded the
legal minimum requirements to a considerable extent.

Financial reporting process

The financial reporting process comprises all activities
from account allocation and processing of transactions
to preparation of single-entity and consolidated finan-
cial statements.

The objective of the accounting-related internal control
system (ICS)/risk management system (RMS) is to
ensure compliance with financial reporting standards
and regulations as well as the adherence of financial
reporting to generally accepted accounting principles.

The consolidated financial statements of Rentenbank
are prepared in accordance with all International
Financial Reporting Standards (“IFRS”) required to be
applied for the reporting period and the additional
requirements of German commercial law under Section
315a (1) of the German Commercial Code (Handels-
gesetzbuch, “HGB”). These regulations are described

for Rentenbank employees in manuals and procedural
instructions. The Finance department monitors these
on a regular basis and adjusts them, if necessary, to
take into account any changes in legal and regulatory
requirements. The involvement of the Finance depart-
ment in the New Product Process (“NPP”) ensures
that new products are correctly reflected in the finan-
cial reporting system.

The documentation of the financial reporting process
is presented in a manner comprehensible to knowl-
edgeable third parties. The relevant records are kept
while taking the statutory retention periods into con-
sideration.

There is a clear separation of functions between the
units primarily involved in the financial reporting
process. Accounting for loans, securities, and liabilities
is made in separate sub-ledgers in different organiza-
tional units. The data is transmitted to the general
ledgers via automated interfaces. The Finance depart-
ment is responsible for general ledger accounting, the
definition of account allocation rules, methodology for
recording transactions, managing the accounting soft-
ware, and the administration of the financial account-
ing system.

Fair value measurement is performed daily on an
automated basis using valuation models accepted by
regulatory authorities.

The single-entity financial statements of the subsidiar-
ies are reconciled to IFRS, taking into account Group-
wide accounting policies, and included in the consoli-
dated financial statements. Consolidation of equity
capital as well as elimination of liabilities, income and
expenses is based on the principle of dual control.

Rentenbank uses internally developed financial ac-
counting software. The granting of authorizations in
line with the authorities granted is intended to protect
the financial reporting process against unauthorized
access. Plausibility checks are conducted to avoid
errors. In addition, the principle of dual control, stand-
ardized reconciliation routines as well as comparison



of plan data and actual figures ensure that errors are
identified and corrected. These measures also ensure
the correct recognition, presentation and measurement
of assets and liabilities.

Process-independent reviews performed by the Inter-
nal Audit department and public auditors are con-
ducted regularly to assess whether the accounting-
related ICS/RMS is working efficiently.

Timely, reliable and relevant reports are submitted to
management within the framework of the manage-
ment information system. The Advisory Board and its
committees are regularly informed by the Board of
Managing Directors about current business develop-
ments. In addition, information about extraordinary
events is provided in a timely manner.

Risk report

General principles

Due to the limited business activities of subsidiaries
and the letter of comfort issued by Rentenbank to LR
Beteiligungsgesellschaft mbH, all material risks are
concentrated in Rentenbank and are therefore man-
aged by the Bank on a Group-wide basis. Subsidiaries
are funded exclusively with Group resources.

As a promotional bank for the agricultural sector and
rural areas, Rentenbank provides funds for a variety
of investment projects. The range of products is geared
towards manufacturing businesses in the agricultural
and forestry sectors, winegrowing and horticulture
sectors as well as in aquaculture and fish farming. The
bank also provides funds for projects in the food in-
dustry and other upstream and downstream compa-
nies as well as investments by municipalities in rural
development projects.

The Group’s corporate objective, derived from the
Bank’s legal mandate, is to promote the agricultural
sector and rural areas on a sustainable basis. The
Group’s business activities are directed towards
achieving this goal. In this context, care must be taken
to ensure that the Group is able to fulfill this promo-
tional mandate at all times in the future.

Rentenbank aims at generating a sufficient, risk-ade-
quate margin in its business activities in order to
enable the Group to achieve adequate profit. This is

to ensure that any required capital increases from own
funds can be performed, thus guaranteeing that the
promotional mandate is fulfilled. The Group’s risk
structure is essentially defined by the framework
established by the Rentenbank Law and its Statutes.

At the end of 2010, the Group started to implement the
requirements of the third amendment to the Minimum
Requirements for Risk Management (MaRisk). In par-
ticular, the stress test will be enhanced to take into
account risk concentrations and diversification effects
within and between certain risk types, the presenta-
tion of a severe economic downswing and the conduct
of so-called “inverse” stress tests.

Organization of risk management processes
Risk management

The Bank’s Board of Managing Directors has the over-
all responsibility for risk management. It determines
the Bank’s sustainable overall risk strategy, taking into
account the proposals of cross-divisional senior man-
agement. Risk management functions are primarily
performed by the departments Treasury, Promotional
Loan Business, Banks, and Collateral and Equity
Investments. The Risk Manual provides a comprehen-
sive overview of all business risks in the Group on the
basis of risk management and controlling processes.
The inclusion of transactions in new products, busi-
ness types, sales channels or new markets requires
adherence to a New Product Process (“NPP”). Within
the scope of the NPP, the organizational units in-
volved analyze the risk level, the processes and the
main consequences for management of these risks.

Risk controlling

Risk controlling is part of the Finance department
from an organizational perspective and comprises the
regular monitoring of the limits determined by the
Board of Managing Directors as well as reporting on
market price risks, operational risks, liquidity risks,
and risk-bearing capacity; risk reporting is based on
risk level and regulatory requirements. The Banks
department monitors credit risks. The Board of Man-
aging Directors and the Audit and Credit Committees
of the Advisory Board are informed about the overall
risk situation at least once per quarter. Information
that is material in terms of risk is forwarded by the
Board of Managing Directors to the Advisory Board.
The instruments used for risk management and moni-
toring are reviewed and updated on a constant basis.

Internal audit

The Internal Audit department of Rentenbank is active
at Group level, performing the function of a Group
Audit department. Since none of the Group’s compa-
nies has its own Internal Audit department, the Group
Audit department conducts the necessary audit activi-
ties.
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The Group Audit department reports directly to the
Board of Managing Directors of Rentenbank and car-
ries out its duties independently and on its own. The
Board of Managing Directors is authorized to issue
instructions to cause additional reviews to be per-
formed.

On the basis of risk-based review planning, the Group
Audit department generally reviews and assesses all
of the Group’s activities and processes, including risk
management and its internal controlling system, on

a risk-based and process-independent basis.

Risk-bearing capacity
All material risks of the Group are identified and mon-

itored to detect any concentration risks. An essential
part of the risk management system is the definition

and monitoring of risk limits, which are based on the
Bank's risk-bearing capacity. The risk-bearing capacity
concept ensures that the risk cover potential is suffi-
cient to cover all material risks. For this purpose, vari-
ous risk scenarios are used to compare the total sum of
the capital charges resulting from the Group’s credit,
market price, and operational risks with a portion of
the aggregate risk cover. Pursuant to the risk-bearing
capacity concept, no liquidity risks have been taken
into account, since the Group has sufficient cash
funds, and its triple A ratings, amongst other factors,
enable it to obtain any additionally required cash
funds on the interbank markets or, in case of market
disruptions, within the framework of deposited collat-
eral from Eurex Clearing AG (securitized money
market funding) and from the German central bank
(Deutsche Bundesbank; through collateralized loans or
so-called “Pfandkredite”).

The risk cover under IFRS as of December 31, 2010, which is relevant for the calculation of the risk-bearing

capacity, is as follows:

Dec. 31, 2010 Dec. 31, 2009

€ million € million

Available operating result 250.0 220.0

+ Retained earnings (other reserves) 110.0 5.0
= Risk cover 1 360.0 225.0
+ Retained earnings (other reserves) 1482.7 1 505.4
+ Revaluation reserve -403.6 -173.6
= Risk cover 2 1439.1 1556.8
+ Retained earnings (principal reserve, guarantee reserve) 810.8 753.0
+ Subscribed capital 135.0 135.0
+ Subordinated liabilities 889.5 1121.9
= Risk cover 3 3274.4 3566.7

Risk cover 1 amounts to € 360 million (compared with
€ 225 million as of December 31, 2009). The available
operating result amounts to € 250 million (compared
with € 220 million on December 31, 2009), derived
from current business development. € 110 million
(compared with € 5 million on December 31, 2009) of
other reserves as part of the retained earnings on the
balance sheet was assigned to risk cover 1. An amount
of € 351 million (compared with € 221 million on

December 31, 2009) was allocated to the individual
risk types.

The allocation of risk cover to the individual risk types
(credit, market price, and operational risk) is also

the basis for the granting of global limits for credit risk
and market price risk. It can be broken down as fol-
lows:

Allocated risk cover

Dec. 31, 2010 Dec. 31, 2009
€ million % € million %
Credit risk 260.0 72.2 130.0 57.8
Market price risk 61.0 16.9 61.0 27.1
Operational risk 30.0 8.3 30.0 13.3
Total risk limit 351.0 97.4 221.0 98.2
Risk cover 1 360.0 100.0 225.0 100.0




In view of the persisting financial crisis, the Group
intends to use an amount of € 260 million from risk
cover 1 to cover credit risks (compared with € 130 mil-
lion as of December 31, 2009). It can be expected that
additional information on the financial condition of
the Group’s counterparties will also become available
in the course of 2011, which might have a negative
effect on these counterparties’ credit quality and will
lead to further rating migrations in fiscal year 2011,
resulting in a utilization of risk cover.

The calculation of the potential utilization of the risk
cover is based on the analysis of two risk scenarios.
In this context, certain changes according to prede-
fined scenarios are applied to the underlying risk fac-
tors for credit, market price, and operational risks.

Under risk scenario 1 (standard scenario), potential
market price fluctuations, defaults and the occurrence
of significant operational incidents are assumed. The
resultant change of the risk values is compared with
risk cover 1 in order to determine the risk-bearing
capacity related to potential losses. Any potential loss-
es as calculated under scenario 1 should not exceed
the available operating result plus a portion of other
reserves (risk cover 1).

Risk scenario 2 (stress scenario) is used to analyze the
effects of exceptional changes in parameters. The stress
scenario for market price risks includes a non-parallel
shift of the yield curve, a widening of risk premiums
in the interbank market, a widening of the cost for the
exchange of liquidity between various currencies, and
a change in credit spreads.

As regards credit risk, we assume full utilization of all
internally granted limits, deteriorations in credit qual-
ity, higher probabilities of default as well as a risk con-
centration within the overall loan portfolio under risk
scenario 2. As regards operational risk, we assume
twice as many incidents under risk scenario 2 as under
risk scenario 1.

These risk values from the individual risk types are
added and compared with risk cover 2. In addition,
we reserve risk cover 2 for the purpose of hedging
against potential measurement inaccuracies in rela-
tion to structured products. Principal and guarantee
reserves, subscribed capital as well as subordinated
liabilities (risk cover 3) should not be used in sce-
nario 2.

Individual utilization by risk type in risk scenarios 1 and 2 is presented in the following table:

Risk scenario 1

Risk scenario 2

Dec. 31, 2010 Dec. 31, 2009 Dec. 31, 2010 Dec. 31, 2009

€ million % € million % € million % € million %
Credit risk 168.4 83.0 54.0 59.8 638.7 56.5 138.9 31.4
Market price risk 7.9 3.9 14.8 16.4 18.6 1.7 21.1 4.8
Market price risk (spread
risk) - - - - 419.3 37.1 239.0 54.1
Operational risk 26.6 13.1 21.5 23.8 53.2 4.7 43.0 9.7
Total risk 202.9 100.0 90.3 100.0 1129.8 100.0 442.0 100.0
Total risk limit 351.0 221.0 - -
Utilization
of total risk limit 57.8 40.9 - =
Risk cover 1 and 2,
respectively 360.0 225.0 1439.1 1556.8
Risk cover 2 less
potential imprecision
in measurement 1437.1 1554.8
Utilization of risk cover 56.4 40.1 78.6 28.4
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Of the total risk exposure in risk scenario 1 and risk
scenario 2, 83 % and 57 %, respectively, related to credit
risks as of December 31, 2010. The utilization of risk
cover through credit risks increased noticeably in com-
parison with December 31, 2009. This increase is main-
ly a result of a modification of the risk-bearing capac-
ity concept as well as a deterioration in the credit qual-
ity of various business partners of the Bank. The risk-
weighted assets are presented in a table and grouped
by rating categories for the fiscal years 2009 and 2010
in the section on credit risks.

Market price risks accounted for 4 % of risk scenario 1
and 2 % of risk scenario 2, respectively, while opera-
tional risks accounted for 13 % and 5 %, respectively,
of the total risk exposure of the Group. In fiscal year
2010, spread risks increased following a scenario
adjustment for the “credit spread” risk parameter.

Assuming a standard scenario, the total risk exposure
was € 202.9 million (compared with € 90.3 million on
December 31, 2009) and assuming a stress scenario,

it was € 1 129.8 million (compared with € 442.0 million
on December 31, 2009). The overall risk limit was uti-
lized at 58 % (compared with 41 % on December 31,
2009) in the standard scenario. For risk cover 2, which
is mainly composed of other retained earnings, utiliza-
tion was 79 % (compared with 28 % on December 31,
2009). An amount of € 2 million of risk cover 2 is in-
tended to be used for potential inaccuracies in meas-
urement due to model weaknesses.

The results from the calculations of the risk-bearing
capacity reflect the risk strategy, which is based on
sustainability and stability.

Risk categories - Individual risks

Credit risk
Definition

The granting of loans and the associated assessment
and assumption of credit risk is an essential element of
the Bank’s business activities.

Credit risk is defined as the risk of a potential loss as a
result of default or a deterioration in the credit quality
of business partners. The credit risk subsumes credit
default risk, which comprises counterparty risk, issuer
risk, country risk, and structural risk, as well as settle-
ment and replacement risk.

Country risk is the risk that a foreign borrower - de-
spite being solvent - may not be able to make interest
and principal payments when they are due as a result

of economic or political risks. Structural risks (i.e. clus-
ter risks) are risks resulting from the concentration of
the lending business on regions, sectors or borrowers.

The scope of the Group’s promotional business is
largely defined by the Rentenbank Law and its Stat-
utes. Accordingly, loans for the promotion of the agri-
cultural sector and rural areas are in general currently
granted only to banks in the Federal Republic of Ger-
many or in another country of the European Union
that is engaged in business with companies in the agri-
cultural sector and with companies offering related
upstream or downstream activities or activities in
rural areas. The program-based loans are limited to
Germany as an investment location. Accordingly, the
lending business of Rentenbank is, for the most part,
limited to the refinancing of banks and other interbank
business. The latter is conducted through general refi-
nancing facilities, global loans, and specific refinancing
loans. The credit risk related to the ultimate borrower
is borne by the borrower’s principal bank.

Risks associated with the ultimate borrower are borne
by Rentenbank only in the direct lending business
(syndicate business with companies) as well as in the
context of the venture capital fund for the agricultural
sector. At the moment, the Bank does not enter into
new business within its syndicate business with com-
panies. The range of promotional activities also com-
prises the possibility to provide equity capital to suit-
able companies in the agricultural sector. For this
purpose, the Bank launched a venture capital fund in
an amount of € 100 million in order to support estab-
lished companies by acquiring minority sharehold-
ings.

For the purpose of diversifying credit risks, the Bank
has intensified its lending business with the German
federal states and individual EU countries.

The departments Promotional Loan Business, Banks
and Treasury are responsible for new business with
regard to promotional loans, depending on the type of
transaction. The Treasury Department is responsible
for new business with regard to securitized promo-
tional lending as well as money market transactions
and derivatives. Derivatives are only entered into as
hedging instruments for existing or expected market
price risks and only with business partners in EU or
OECD countries. New business is only conducted with
business partners where we have concluded a collat-
eral agreement.



Organization of the transactions subject
to credit risk

The Board of Managing Directors defines the Bank’s
credit risk strategy on an annual basis and presents
this strategy to the Credit Committee, which is formed
by the Advisory Board.

Credit risk monitoring and control is based on uniform
principles and does not depend on the type of busi-
ness from which these risks result. The relevant tasks
are performed by the Board of Managing Directors
and by the Banks department. The Banks department
is responsible for establishing and implementing a
uniform credit risk strategy and for controlling the
Bank’s credit risks. In addition, its responsibilities also
include analyzing credit risks, establishing internal
rating categories, creating templates for credit approv-
als, issuing the back office (or risk management) vote,
and controlling credit risks. The Treasury department
represents the front office (or market unit) within the
loan business workflow.

In accordance with the Minimum Requirements for
Risk Management (“MaRisk”) certain tasks have to be
performed outside of the front office. A number of
these so-called back office functions is performed by
the departments Promotional Loan Business, Banks,
and Collateral & Equity Investments. The departments
issue the independent second vote for lending deci-
sions, review certain collateral within the meaning of
the MaRisk provisions, and are responsible for inten-
sified loan management as well as for the manage-
ment of non-performing loans. Any necessary meas-
ures are agreed in cooperation with the Board of
Managing Directors. The Banks department monitors
credit risks on the level of the overall loan portfolio as
well as on an individual borrower level and is respon-
sible for risk reporting with regard to credit risks. It

is also responsible for methodological development,
quality assurance, and monitoring the procedures
used to identify and quantify credit risk. The function-
al and organizational separation of risk controlling
and the departments Banks and Collateral & Equity
Investments from the Treasury and Promotional Loan
Business department guarantees independent risk
assessment and monitoring. The management and
monitoring of credit risks is performed for individual
transactions at borrower level as well as at borrower
unit level and the level of the overall loan portfolio.
The overall loan portfolio is managed and monitored
by breaking down the counterparty portfolio into

its various features, with transactions that have similar
structures being summarized in several product
groups.

Credit assessment

The rating category of Rentenbank, which is deter-
mined on the basis of the Bank’s internal credit rank-
ing while taking external ratings into consideration,
is a key risk management instrument for credit risks,
as reflected in the limit system.

The internal credit ranking is performed by the back
office of the Banks department, with individual busi-
ness partners or types of transactions being allocated
to twenty rating categories using an internally estab-
lished procedure. The ten best rating categories AAA
to BBB- are used for business partners with few risks
(“Investment Grade”). The bank also introduced seven
rating categories (BB+ to C) for latent risks and three
rating categories (DDD to D) for non-performing loans
or exposures already in default.

The credit ranking is carried out at least once per year
within the context of the review of the counterparties’
financial situation, based on annual financial state-
ments or annual reports. The analysis also takes key
performance indicators into account, so-called soft
facts, the background of the company, and additional
supporting data such as membership in a protection
scheme or liability mechanisms provided by the gov-
ernment. If available, the credit ratings of external
rating agencies are also used for credit assessment
purposes. Specific transaction types such as accepting
Pfandbriefe (German covered bonds) are classified
into a specific rating category. In addition, country
risks are evaluated separately as a structural risk
relevant to the Bank. Moreover, current information
concerning negative financial data or a deterioration
of the economic perspectives of a business partner
may initiate a review or, if necessary, an adjustment of
the credit ranking based on early warning indicators
as well as an adjustment of the limit. The internal risk
classification procedure is continuously developed
and monitored annually.

The consequences of the international financial crisis
are also reflected in the changes of financial situation
of the Group's counterparties. Individual counterpar-
ties were considered to have a high level of risk. In
spite of downgrades of some of the Group’s counter-
parties, the average credit quality of the Group’s over-
all loan portfolio can be classified as “good”, especial-
ly due to high-quality new business. Special attention
is paid to the exposure of the Group in the so-called
PIIGS countries (Portugal, Ireland, Italy, Greece and
Spain). No valuation allowances had to be recognized
for single exposures in these countries. A proportion
of 0.8 % of the Group’s total assets are directly invest-
ed in Portugal, Italy and Spain, of which one tenth be-
comes due by 2013. The Group holds bonds and
promissory note loans issued by banks from the PIIGS
countries at a proportion of 9.9 % of total assets, main-
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ly from Portugal, Italy and Spain, of which two thirds
become due by 2013.

Quantification of credit risk

In order to ensure that overall loan portfolio has good
credit quality, risk management focuses on the credit
risk strategy and risk-bearing capacity concept.

The internal rating category system forms the basis for
measuring potential credit default risks with the help
of statistical procedures. In order to determine the
potential default, historical probabilities of default as
published by external rating agencies are used. The
historical probabilities of default in the Group cannot
be relied upon due to the negligible number of de-
faults in the past decades. The calculations are made
at the end of each month. In order to assess credit
risks, a standard scenario (annual, potential default
related to utilization) is supplemented by stress sce-
narios (annual, potential default related to internally
granted limits, assuming deteriorations of credit qual-
ity as well as increased probabilities of default). In a
further stress scenario, the highest potential default
resulting from stress scenarios is multiplied by a con-
centration indicator. In accordance with the risk-bear-
ing capacity concept set out in the Risk Manual, credit
risks are allocated a certain portion of the risk cover.
During the year under review, internally established
limits were monitored daily to ensure compliance at
all times.

Limitation and reporting

Risk assumption and risk limitation are the key ele-
ments of managing credit risk. Risk limitation ensures
that the risk actually assumed is in line with the risk
strategy determined in the Risk Manual and the
Group’s risk-bearing capacity. Within this context,
limitation is made both at borrower level and at bor-
rower unit level as well as at the level of the overall
loan portfolio. The basis for limitation is the credit risk
strategy from which strategy-consistent sub-limits are
derived.

Based on the proportion of the risk cover made avail-
able for credit risks, an overall upper limit is set for

all counterparty limits using statistical methods. In
addition, country-based credit and transfer limits have
been established, as well as an upper limit for unse-
cured facilities, an upper limit for lending business
with companies, and an upper limit for securitized
promotional lending (product limit).

A limit system governs the level and the structure of
all credit risks. Limits are recorded for all borrowers,
issuers, and counterparties and sub-divided into

groups according to product and maturity. The inter-
nal risk classification procedure represents the central
basis for decisions related to the definition of limits.
The total amount of limits granted to a particular busi-
ness partner is determined on the basis of various in-
ternal upper grid limits, depending on the current eco-
nomic situation of such business partners and their
resulting credit quality. In addition, an overall upper
limit has been established, the utilization of which is
determined depending on the individual types of
business transactions. Furthermore, a certain mini-
mum credit quality is required for particular types of
business or limits.

All limits are monitored on a daily basis by the back
office. The utilization of the limits within the context
of money market and promotional loan transactions
is measured on the basis of the relevant carrying
amounts. For securitized promotional lending, the
level of utilization of the limits is calculated on the
basis of current market prices and, in the case of de-
rivatives, the positive fair values, taking into account
collateral received, if any. Limit reserves are used as
a cushion for market price fluctuations. The responsi-
ble member of the Board of Managing Directors re-
ceives a daily report on the risk-relevant limits as well
as their utilization. The Board of Managing Directors
is informed promptly if limits are exceeded.

The Bank has concluded collateral agreements with
almost all counterparties with which it enters into
derivative transactions. These agreements provide for
cash deposits denominated exclusively in euros to
secure the positive fair values from derivatives ex-
ceeding the contractually agreed allowance amounts
and minimum transfer amounts, which depend on
credit quality. In return, the Bank undertakes to pro-
vide cash deposits denominated in euros in the case of
negative fair values if these exceed the corresponding
allowance and minimum transfer amounts. The collat-
eral agreements reduce the utilization of limits, the
cover requirements for credit risks, and the utilization
of limits for large loan exposures (Grofskredite).

At the end of each quarter, a credit risk report is pre-
pared by the Banks department (Back Office). The
report is submitted to the Board of Managing Direc-
tors and to the Credit Committee of the Advisory
Board and complies with MaRisk requirements.
Among other things, the report includes quantitative
and qualitative information about the performance of
the overall loan portfolio, which is monitored on the
basis of structural features such as rating categories,
collateral, size classes, and maturities. In addition, the
reports include statements concerning the extent of
limits granted internally, new business development,
direct business with companies, equity investments,
the development of potential defaults from credit
risks, new products, new markets, new sales channels,



new countries, and large loan exposures. Comparisons
with prior years, changes and comments to these
changes, and the performance of counterparties that
are subject to special monitoring measures or with po-
tential risk are also included in the reports.

7.B9, which corresponds to the carrying amount of the
relevant balance sheet item in the IFRS consolidated
financial statements. Loans and advances to banks and
to customers additionally include the corresponding
portions from the item “fair value changes of hedged

items in a portfolio hedge” as well as irrevocable
credit commitments. Irrevocable loan commitments
of € 612.3 million (compared with € 801.5 million on
December 31, 2009) are recognized at their nominal
amounts.

Current risk situation

The figures to illustrate the current risk situation relate

to the gross carrying amount in accordance with IFRS
Gross lending volume

Loans and advances Loans and advances

to banks to customers Derivatives Financial investments
Dec. 31,10 Dec. 31,09 Dec. 31,10 Dec. 31,09 Dec. 31,10 Dec. 31,09 Dec.31,10 Dec. 31,09
€ million € million € million € million € million € million € million € million
Gross lending volume 50176.5 46 986.7 1524.9 612.9 6 039.7 2872.4 26541.7 27 937.3
Cash collateral 0.0 0.0 0.0 0.0 4 007.7 262.9 0.0 0.0
Covered bonds
(Pfandbriefe) 650.9 803.8 0.0 0.0 0.0 0.0 6428.6 5787.3

Public-sector

covered bonds

(Offentliche Pfandbriefe) 258.1 264.2 0.0 0.0 0.0 0.0 969.5 816.7
State guarantee

(Gewahrtragerhaftung) 10936.7 12 204.6 1414.2 487.8 0.0 0.0 7912.5 8 067.1
Covered promotional

lending 262.6 257.4 1.1 3.4 0.0 0.0 1187.3 511.2
Secured money

market funding 5056.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Assignment of claims 15 850.6 13 390.0 0.0 0.0 0.0 0.0 0.0 0.0
Net lending volume 17 161.0 20066.7 109.6 121.7 2032.0 2609.5 10043.8 12 755.0

The net lending volume represents the unsecuritized
portion of the relevant balance sheet item.
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The following tables present the credit risk exposures
separately by region, currency, sectors, and internal

Risk concentration by country

December 31, 2010

Loans and advances

Loans and advances

rating categories, without taking credit risk mitigation
techniques into account.

to banks to customers Derivatives Financial investments
€ million % € million % € million % € million %
Banks
Germany 44 632.6 89.0 0.0 0.0 802.3 13.3 6 508.0 24.5
Other EU countries 5543.8 11.0 0.0 0.0 2906.0 48.2 18 195.2 68.5
OECD countries
(excl. EU) 0.1 0.0 0.0 0.0 1040.8 17.2 40.8 0.2
Total banks 50176.5 100.0 0.0 0.0 4749.1 78.7 24744.0 93.2
Other counterparties
Germany 0.0 0.0 1508.1 98.9 0.0 0.0 824.2 3.1
Other EU countries 0.0 0.0 16.8 1.1 1 065.6 17.6 973.5 3.7
OECD countries
(excl. EU) 0.0 0.0 0.0 0.0 225.0 3.7 0.0 0.0
Total other
counterparties 0.0 0.0 1524.9 100.0 1 290.6 21.3 1797.7 6.8
Total 50176.5 100.0 1524.9 100.0 6 039.7 100.0 26 541.7 100.0
December 31, 2009 Loans and advances Loans and advances
to banks to customers Derivatives Financial investments
€ million % € million % € million % € million %
Banks
Germany 40 046.0 85.2 0.0 0.0 390.1 13.6 7936.4 28.4
Other EU countries 6 940.6 14.8 0.0 0.0 1435.2 50.0 18 846.5 67.5
OECD countries
(excl. EU) 0.1 0.0 0.0 0,0 373.2 13.0 111.4 0.4
Total banks 46 986.7 100.0 0.0 0.0 2198.5 76.6 26894.3 96.3
Other counterparties
Germany 0.0 0.0 591.3 96.5 0.0 0.0 274.1 1.0
Other EU countries 0.0 0.0 21.6 3.5 592.3 20.6 768.9 2.7
OECD countries
(excl. EU) 0.0 0.0 0.0 0.0 81.6 2.8 0.0 0.0
Total other
counterparties 0.0 0.0 612.9 100.0 673.9 23.4 1043.0 3.7
Total 46 986.7 100.0 612.9 100.0 2872.4 100.0 27937.3 100.0
Risk concentration by currency
December 31, 2010 Loans and advances Loans and advances
to banks to customers Derivatives Financial investments
€ million % € million % € million % € million %
EUR 50 059.6 99.8 1524.9 100.0 -28593.2 -473.4 25361.3 95.6
CAD 0.0 0.0 0.0 0.0 1180.4 19.5 170.8 0.6
JPY 0.0 0.0 0.0 0.0 3019.1 50.0 286.9 1.1
usb 0.1 0.0 0.0 0.0 18241.1 302.0 345.5 1.3
AUD 0.0 0.0 0.0 0.0 6 648.7 110.1 0.0 0.0
GBP 11.6 0.0 0.0 0.0 481.8 8.0 366.9 1.4
CHF 71.7 0.1 0.0 0.0 2220.0 36.8 0.0 0.0
Other currencies 33.5 0.1 0.0 0.0 2841.8 47.0 10.3 0.0
Total 50176.5 100.0 1524.9 100.0 6 039.7 100.0 26541.7 100.0




Risk concentration by currency

December 31, 2009

Loans and advances

Loans and advances

to banks to customers Derivatives Financial investments

€ million % € million % € million % € million %
EUR 46 830.1 99.7 612.9 100.0 -23825.9 -829.5 27 026.0 96.7
CAD 0.0 0.0 0.0 0.0 634.3 22.1 143.4 0.5
JPY 72.9 0.2 0.0 0.0 2439.4 84.9 300.6 1.1
usD 0.1 0.0 0.0 0.0 16 323.9 568.4 367.3 1.3
AUD 0.0 0.0 0.0 0.0 3800.3 132.3 0.0 0.0
GBP 19.7 0.0 0.0 0.0 408.7 14.2 19.5 0.1
CHF 20.2 0.0 0.0 0.0 1718.1 59.8 33.6 0.1
Other currencies 43.7 0.1 0.0 0.0 1373.6 47.8 46.9 0.2
Total 46 986.7 100.0 612.9 100.0 2872.4 100.0 27937.3 100.0

Changes between the currencies in comparison with
the prior year are mainly influenced by the individual
components of the cross-currency swaps. The positive
fair values of derivative financial instruments have

Groups of institutions

December 31, 2010

Loans and advances

Loans and advances

been allocated to the asset side of the balance sheet
based on their fair value. Substantial changes to risk
concentrations might occur if the fair value of an item
changes from positive to negative, or vice versa.

to banks to customers Derivatives Financial investments

€ million % € million % € million % € million %
Private-sector banks/
other banks 10951.1 21.8 0.0 0.0 622.7 10.3 1841.8 6.9
Foreign banks 5543.9 11.0 0.0 0.0 3946.8 65.4 18 236.0 68.7
Public-sector banks 26 059.5 52.0 0.0 0.0 108.5 1.8 4288.1 16.2
Cooperative banks 7622.0 15.2 0.0 0.0 71.1 1.2 378.1 1.4
Central banks 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Non-banks 0.0 0.0 1524.9 100.0 1290.6 21.3 1797.7 6.8
Total 50176.5 100.0 1524.9 100.0 6 039.7 100.0 26541.7 100.0
December 31, 2009 Loans and advances Loans and advances

to banks to customers Derivatives Financial investments

€ million % € million % € million % € million %
Private-sector banks/
other banks 8132.3 17.3 0.0 0.0 287.8 10.0 2916.2 10.4
Foreign banks 6 940.6 14.8 0.0 0.0 1808.4 63.1 18 958.0 68.0
Public-sector banks 25 608.4 54.5 0.0 0.0 60.8 2.1 4 644.1 16.6
Cooperative banks 6 305.4 13.4 0.0 0.0 41.5 1.4 376.0 1.3
Central banks 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Non-banks 0.0 0.0 612.9 100.0 673.9 23.4 1043.0 3.7
Total 46 986.7 100.0 612.9 100.0 2872.4 100.0 27937.3 100.0
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Risk-weighted assets by rating category (in € million)

December 31, 2010

Measurement Rating categories
method* AAA AA A BBB BB-B CCCc-C DDD-D Total
Loans and advances
to banks
Special Amortized cost 80.2 1.4 13.3 2.1 0.0 0.0 0.0 97.0
loans Fair Value 6 708.4 2055.0 11559.8 2263.2 0.0 0.0 0.0 22586.4
Other Amortized cost 971.6 1343.7 438.9 141.9 1.8 12.0 0.0 2909.9
Fair Value 592.3 16013.7 5920.8 1735.6 147.6 173.2 0.0 24583.2
Loans and
advances Amortized cost 312.6 104.8 3.4 24.4 9.9 0.5 0.0 455.6
to customers Fair Value 460.7 538.1 0.0 70.5 0.0 0.0 0.0 1 069.3
Derivatives Fair Value 13.6 2 939.5 2967.4 102.4 15.7 1.1 0.0 6 039.7
Financial Amortized cost 451.1 816.8 1568.3 429.4 243.1 157.9 0.0 3 666.6
investments Fair Value 9 065.4 9622.4 3205.3 509.9 167.4 304.7 0.0 22875.1
Total 18 655.9 33435.4 25677.2 5279.4 585.5 649.4 0.0 8428238
December 31, 2009
Measurement Rating categories
method* AAA AA A BBB BB-B CCC-C DDD-D Total
Loans and advances
to banks
Special Amortized cost 15.4 346.8 186.6 6.6 0.0 0.0 0.0 555.4
loans Fair Value 3886.7 3329.4 10078.8 1503.3 0.0 0.0 0.0 18798.2
Other Amortized cost 763.8 2182.3 1072.5 143.7 9.9 198.2 0.0 4 370.4
Fair Value 748.0 12536.6 7 781.3 1729.0 279.5 188.3 0.0 23262.7
Loans and
advances Amortized cost 16.0 1.1 9.5 39.9 0.0 0.0 0.0 66.5
to customers Fair Value 472.8 0.0 0.0 73.6 0.0 0.0 0.0 546.4
Derivatives Fair Value 0.2 1444.0 1402.2 11.1 13.5 1.4 0.0 2872.4
Financial Amortized cost 436.2 1 040.6 2 049.0 460.7 159.6 89.0 0.0 4 235.1
investments Fair Value 8307.5 10329.6 3951.9 846.0 148.4 118.8 0.0 23702.2
Total 14 646.6 31210.4 26531.8 4813.9 610.9 595.7 0.0 78409.3

* Amortized cost = Measurement categories “loans and receivables” and “held to maturity”

Fair Value = Hedge accounting as well as measurement categories “held for trading,” “designated as at fair value,”
and “available for sale”

Comparison of the internal rating categories with the average external ratings of the agencies
Standard & Poor’s, Moody’s, and Fitch (in € million)

December 31, 2010

External rating category without
Internal rating external
category AAA AA A BBB BB-B CCC-C DDD-D rating Total
AAA 9 231.5 0.0 0.0 0.0 0.0 0.0 0.0 9 424.4 18 655.9
AA 3166.4 15121.6 8 496.5 0.0 0.0 0.0 0.0 6 650.9 33 435.4
A 0.0 1356.4 21469.9 462.3 0.0 0.0 0.0 2 388.6 25 677.2
BBB 0.0 600.0 1777.6 598.1 0.0 0.0 0.0 2 303.7 5 279.4
BB-B 0.0 0.0 115.4 346.9 0.0 0.0 0.0 123.2 585.5
CCcC-C 0.0 0.0 189.4 370.3 79.3 0.0 0.0 10.4 649.4
DDD-D 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total 12 397.9 17 078.0 32 048.8 1777.6 79.3 0.0 0.0 20901.2 84 282.8




Comparison of the internal rating categories with the average external ratings of the agencies
Standard & Poor’s, Moody’s, and Fitch (in € million)

December 31, 2009

External rating category without
Internal rating external
category AAA AA A BBB BB-B CCcC-C DDD-D rating Total
AAA 14 060.0 0.0 0.0 0.0 0.0 0.0 0.0 586.6 14 646.6
AA 2 489.6 18 409.9 364.0 0.0 0.0 0.0 0.0 9 946.9 31 210.4
A 0.0 2624.6 20161.1 817.5 0.0 0.0 0.0 2 928.6 26 531.8
BBB 0.0 290.5 1420.2 934.0 0.0 0.0 0.0 2 169.2 4 813.9
BB-B 0.0 0.0 144.4 224.6 85.1 0.0 0.0 156.8 610.9
CCcC-C 0.0 0.0 310.0 277.7 0.0 0.0 0.0 8.0 595.7
DDD-D 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total 16 549.6 21 325.0 22 399.7 2 253.8 85.1 0.0 0.0 15 796.1 78 409.3

(Under the previous presentation method, the rating categories were summarized in one particular grade.)

Provisions for losses on loans and advances

If exposures are at risk of default, the Bank recognizes
provisions for loan losses. As of December 31, 2010, no
specific valuation allowances needed to be recognized,
as in the previous year. Reversals of the portfolio-
based valuation allowance recognized in the previous
year for potential risks related to the portfolio of unse-
cured loans and advances amounted to € 2.3 million.
Accordingly the balance of valuation allowances
decreased to € 3.8 million as of December 31, 2010.

Standard scenarios

The basis of the calculations for measuring potential
credit defaults under the standard scenario is the
annual potential default related to utilization. As of
December 31, 2010, the cumulative potential default
amounted to € 168.4 million (compared with € 54.0
million on December 31, 2009). The significant increase
compared to the prior year is attributable to the en-
hancement of the risk-bearing capacity concept pursu-
ant to which higher probabilities of default are as-
sumed, as well as the credit deterioration related to
individual business partners of the Bank. The average
potential default in fiscal year 2010 amounted to

€ 113.7 million (compared with € 52.9 million on
December 31, 2009). In relation to the allocated risk
cover for credit risks, the average potential default
was 43.7 % as of December 31, 2010 (compared with
40.7 % on December 31, 2009). The highest utilization
amounted to € 168.4 million (compared with € 71.9
million on December 31, 2009) and is below the limit
approved by the Board of Managing Directors for the
standard scenario of € 260 million. The lowest utiliza-
tion was € 92.2 million (compared with € 43.4 million
on December 31, 2009).

Stress scenarios

In a first stress scenario, the annual potential default is
initially calculated based on utilization plus draw-
down of all internally granted limits. As of December
31, 2010, the cumulative potential default under this
stress scenario amounted to € 204.5 million (compared
with € 69.8 million on December 31, 2009). Under two
further scenarios, the annual potential default was as-
sumed based on utilization plus drawdown of all in-
ternally granted limits and a doubling of the default
probabilities or a negative development of the credit
ranking, respectively. In a further stress scenario, the
highest potential default resulting from stress scenari-
os is multiplied with a concentration indicator. The
value of this stress scenario for the annual potential
default amounts to € 638.7 million as of December 31,
2010. The maximum value of the stress scenarios in the
prior year was € 138.9 million.
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Market price risk

Definition

Market price risk occurs in the form of interest rate
risks, spread risks, foreign exchange risks, and other
price risks. It takes into account potential losses related
to items held in the Bank’s portfolio as a result of
changing market prices.

Organization of transactions subject to market
price risk

The Bank, as a sub-entity of the Group, does not main-
tain a trading book within the meaning of Section 2
(11) KWG. Open positions from transactions in the
banking book are only entered into to a very limited
degree.

The objective of risk management is the identification,
qualitative assessment, and control of market price
risks. Risk controlling quantifies market price risks,
monitors limits and prepares reports. The Operations
department controls the market conformity of transac-
tions.

Quantification of market price risks
Interest rate risks

The Group limits interest rate risk by refinancing
assets recognized in the balance sheet through liabili-
ties recognized in the balance sheet with matching
maturities and through hedges using derivatives.
Derivatives are entered into on the basis of micro or
macro hedge relationships.

Gains or losses from maturity transformation are real-
ized from cash deposits and, to a lesser extent, from
the promotional lending and securitized lending busi-
nesses.

Within the context of monitoring interest rate risks on
the level of the entire bank, the Bank determines, on a
daily basis, present value sensitivities for all transac-
tions subject to interest rate risks of the “Promotional
Business” and “Treasury Management” segments and
additionally measures, on a quarterly basis, interest
rate risks for all open positions of the Bank exposed to
such interest rate risks using a model based on present
values. The quarterly analysis examines the effects of
changes in market interest rates as of a particular date.
By closing all open fixed-interest positions, we deter-
mine net interest income for all future periods on a
calculatory basis. Finally, the risk exposures deter-
mined for different interest rate change scenarios are

analyzed in this context in relation to regulatory equity
in accordance with Section 10 of the German Banking
Act.

The interest rate risks arising from open positions may
not exceed the risk limits determined by resolution of
the Board of Managing Directors. Compliance with the
limits is monitored daily and reported to the Board of
Managing Directors, with utilization of the risk limits
being measured using present values on the basis of a
sensitivity of 100 basis points.

For the purpose of monitoring interest rate risk, in
order to achieve a positive asset-liability margin of the
banking book, all allocated transactions are measured
at fair value (based on interest rate changes) at the end
of each month.

The value-at-risk (VaR) is calculated and reported
daily in relation to “money market funding” for infor-
mation purposes. A forecast is made of the maximum
daily potential valuation loss arising from market-
related developments assuming a prediction accuracy
of 99 %. The scenarios used are based on historical
data. The factors influencing portfolio valuation are
concentrated on the interest rate curves for interbank
loans (EURIBOR) and derivatives (EONIA).

Spread risks

Changes to market parameters in the form of spread
premiums on the swap curve have a direct effect on
the measurement of existing positions and influence
risk cover. The potential effects of spread risks on
profit or loss are simulated using scenario analyses
and are covered with risk cover within the scope of
the risk-bearing capacity analysis. Spread risk would
only occur if the buy-and-hold strategy is breached,
provided that no credit defaults occur.

Foreign currency risk

Foreign currency risks and other price risks are
hedged exclusively by means of hedging transactions.
Open currency positions result from fractional
amounts during settlement, but only to a very small
extent. There is no material risk for any currency.



Risk cover

The risk cover allocated for market price risk corre-
sponds to the risk limit of € 61 million, which can be
broken down as follows as in the previous year:

Limit

€ million

Money market funding 30.0
Promotional lending 31.0
Total 61.0

Standard scenarios

For all open interest rate-sensitive transactions related
to the items “money market funding” and “promo-
tional lending,” the present value sensitivity is calcu-
lated daily, assuming a positive parallel shift of 100
basis points (Bp) in the yield curves, and compared
with the relevant limits (see table).

Stress scenarios

In order to estimate risks arising from extreme market
developments, we regularly calculate additional sce-
narios of interest rate changes individually for the items
“money market funding” and “promotional lending.”
Under the stress scenario, we do not assume a parallel
shift of the interest rate curve (as in the standard sce-
nario), but a non-parallel shift within the framework
of two distinct scenarios.

Potential risk premiums and risk discounts on the
interbank market for money market funding are simu-
lated to determine spread risks. In the “promotional
lending” segment, we calculate an increase in costs
for the swap of liquidity between various currencies
on the derivatives market and risks from changes in
credit spreads.

Limitation and reporting

The interest-rate risks from open positions may not
exceed the risk limits determined by resolution of the
Board of Managing Directors. Compliance with the
limits is monitored daily and reported to the Board of
Managing Directors. Sensitivity, scenario and VaR
analyses, and back-testing processes are part of risk
management and risk controlling. The Advisory Board
is informed about the results of the risk analyses on a
quarterly basis.

Back testing

The procedures for an assessment of market price risks
and the market parameters underlying the standard
and stress scenarios are validated at least annually.
The scenario parameters in “money market funding”
and “promotional lending” are validated daily using
historical interest rate trends. To this end risk-based
thresholds are compared with changes in the short-
term interest rate curves for interbank loans (EURIBOR)
and derivatives (EONIA) as well as long-term swap
rates occurring within 10, 20, and 30 days.

The quality of the VaR model is reviewed daily using
a back testing procedure. As part of back testing, the
potential measurement gains and losses arising from
actual market-related developments are compared
with the VaR.

The results from the daily scenario analyses for moni-

toring interest rate risks on the level of the entire Bank
are validated on a quarterly basis using a model based
on present values.

Current risk situation
Standard scenarios

As of December 31, 2010, the amount included as risk
cover for the market price risk in the “money market
funding” and “promotional lending” segments was

€ 7.9 million (compared with € 14.8 million on Decem-
ber 31, 2009) in case of a parallel shift of the interest
rate curves by 100 Bp. The average limit utilization in
fiscal year 2010 was € 13.4 million (compared with

€ 13.0 million on December 31, 2009). This correspond-
ed to an average utilization of 22 % (compared with

21 % on December 31, 2009). The maximum utilization
resulted in a risk of € 27.2 million (compared with

€ 21.0 million on December 31, 2009), while the lowest
utilization was € 5.1 million in the year under review
(compared with € 5.3 million on December 31, 2009).
Limits were not exceeded in 2010 and 2009.

Stress scenarios

Risk calculation in stress scenarios is made in the seg-
ments “money market funding” and “promotional
lending.” The “promotional lending” segment consists
of the sub-segments “lending business” and “securi-
ties business.” A non-parallel shift is assumed for each
segment within the framework of two distinct scenari-
os. In the previous year, a parallel shift of the interest
rate curves was assumed to determine risk in the
“lending business.”
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The present value sensitivity of the individual stress scenarios is as follows:

Stress scenarios (€ million)

December 31, 2010  December 31, 2009

“Money market funding”

Positive shift of 50 Bp at the short end and 150 Bp at the long end 5.1 -8.1
"Money market funding”

Positive shift of 150 Bp at the short end and 50 Bp at the long end -10.5 -12.7
"Lending business”

Positive shift of 50 Bp at the short end and 150 Bp at the long end -3.8 n/a
“Lending business”

Positive shift of 150 Bp at the short end and 50 Bp at the long end -8.0 n/a
"Lending business”

Positive parallel shift of 200 Bp of the interest rate curve n/a -8.3
“Securities business”

Positive shift of 50 Bp at the short end and 150 Bp at the long end 0.0 0.0
"Securities business”

Positive shift of 150 Bp at the short end and 50 Bp at the long end -0.1 -0.1
Sum total of the relevant scenarios -18.6 -21.1

The sum total of the scenarios is determined based on
the maximum potential loss of the relevant segment.

The sum of the market price risks in the “money mar-
ket funding” segment and the “promotional lending”
segment amounted to € 18.6 million and thus was
below the € 61 million limit approved by the Board of
Managing Directors for the standard scenario.

A variation of 60 Bp (compared with 20 Bp on Decem-
ber 31, 2009) is assumed under the scenario for risk
premiums (spread risks) in “money market funding,”
which is equivalent to a downshift of the derivatives
curve (EONIA) of 30 Bp (compared with 10 Bp on
December 31, 2009) and an upshift of the interbank
credit curve (EURIBOR) of 30 Bp (compared with 10 Bp
on December 31, 2009). The resulting risk was € 3.4
million (compared with € 1.0 million on December 31,
2009).

Under the scenario, we assumed an increase of 20 Bp
for the costs of the swap of liquidity between various
currencies, resulting in a spread risk of € 188.6 million

(compared with € 177.8 million on December 31, 2009).

A parallel shift of 40 Bp (compared with 20 Bp on De-
cember 31, 2009) is assumed within the relevant rating
category in respect of credit spreads which represent
risk premiums due to the credit ranking of a transac-
tion. The credit spread sensitivity was € 227.3 million
(compared with € 60.1 million on December 31, 2009).

Value-at-risk (VaR)

Value-at-risk shows the maximum loss from market-
related developments in “money market funding,”
assuming a holding period of one day and a predic-

tion accuracy of 99 %. The indicator amounted to
€ 0.6 million as of December 31, 2010 (compared with
€ 0.4 million on December 31, 2009).

Interest rate risk at the level of the entire bank

The quarterly analysis examines the effects of changes
in market interest rates as of a particular date. By clos-
ing all open fixed-interest positions, we determine net
interest income for all future periods on a calculatory
basis. The present value is calculated on the basis of
scenario analyses without taking into account equity
components. An interest rate shock of +100 Bp would
lead to a decline in value of € 140.1 million for the
entire bank as of December 31, 2010 (compared with
€106.1 million as of December 31, 2009).

The fair value changes of sudden and unexpected
interest rate changes, as currently prescribed by the
German Financial Supervisory Authority (Bundes-
anstalt fiir Finanzdienstleistungsaufsicht, BaFin) at
+130 Bp, amount to € -180.5 million (compared with
€ -136.8 million); for interest rate changes of -190 BP
the fair value changes amount to € +299.1 million

(€ +219.8 million). Finally, the risk exposures deter-
mined based on the scenarios are analyzed in relation
to regulatory equity in accordance with Section 10

of the German Banking Act. A notification pursuant
to Section 24 (1) No. 14 of the German Banking Act is
required if the present value declines by more than
20 % of own funds. This was not the case in 2010.



Liquidity risk

Definition

Liquidity risk is the risk of being unable to meet cur-
rent or future payment obligations without restrictions
or of being unable to raise the required funds under
the expected terms and conditions.

Control and monitoring

The liquidity risks of the Bank are determined using

a limit for cash balances set by the Board of Manage-
ment. The Finance department monitors liquidity risks
daily and reports the results to the Board of Managing
Directors and the responsible departments.

Pursuant to the requirements of the third amendment
to the Minimum Requirements for Risk Management
(MaRisk), the Bank has sufficient, sustainable highly
liquid liquidity reserves to be able to meet any short-
term refinancing requirements of at least one week
and to cover any additionally required refinancing
requirements from stress scenarios. In order to limit
short-term liquidity risks, the liquidity requirements
must not exceed the relevant freely available funding
facilities for a period of up to two years.

For the purpose of monitoring medium and long-term
liquidity, scheduled maturities are presented for the
coming 15 years on a quarterly basis. A long-term
liquidity limit has been set for all time bands. The cumu-
lated cash flows may not exceed this limit.

Stress scenarios

Stress scenarios are intended to examine the effects of
unexpected events on the Bank’s liquidity position.
The main liquidity scenarios are an integral part of the
internal controlling model and are calculated and
monitored on a monthly basis. The scenario analyses
take into account price declines in securities, simulta-
neous drawdowns of all irrevocable credit commit-
ments, defaults by major borrowers and the utilization
of cash collateral from collateralization agreements
due to an increase in the negative fair values of deriva-
tive portfolios or a decrease in the positive fair values
of derivative portfolios. This scenario mix is used to
simulate the simultaneous (combined) occurrence of
bank-specific and market-based stress scenarios.

The adequacy of the stress tests as well as the underly-
ing assumptions and procedures to assess liquidity
risks are reviewed at least once annually.

Liquidity ratio pursuant to the German Liquidity Regulation

Pursuant to regulatory requirements (German Liquid-
ity Regulation, Liquiditdtsverordnung), weighted cash
is compared with the weighted payment obligations
for the same payment period on a daily basis. The
ratios calculated in this manner are then extrapolated
to encompass the due dates to be observed for report-
ing purposes. In the 2010 reporting year, the monthly
reported liquidity ratio for the period up to 30 days
was between 2.16 and 3.30 (compared with 1.90 and
4.99, respectively, in 2009) and was thus significantly
above the 1.0 ratio defined by regulatory require-
ments.

Reporting

The Board of Managing Directors is provided daily
with a short-term liquidity projection and monthly
with the liquidity risk report, which include informa-
tion about short- and long-term liquidity as well

as the results of the scenario analyses. The Advisory
Board is informed on a quarterly basis.

Current risk situation

Instruments available for managing the short-term
liquidity position are interbank funds, securitized
money market funding, ECP issues, and open-market
transactions with the Deutsche Bundesbank. In addi-
tion, Rentenbank may purchase securities for liquidity
management purposes and may borrow funds with
terms of up to two years via the EMTN program, loans,
global bonds and traditional instruments.

The Bank’s triple A ratings along with its short-term
refinancing options on the money and capital markets
indicate that in efficient markets, the liquidity risk is
manageable in the event that principal and interest
payments are not made when due. If a market disrup-
tion occurs, liquidity may be raised in the amount of
the freely available refinancing facilities which have
always exceeded the Bank’s liquidity requirements by
a period of up to two years.

Stress scenarios

Rentenbank performs scenario analyses, which are
also reviewed on a cumulative basis, and in which the
liquidity requirement resulting from all scenarios is
added to cash flows that are already known in order
to examine the effects on the solvency of the Bank. As
in the prior year, the results of the scenario analyses
demonstrate that as of the balance sheet date, the
Group will be able to meet its payment obligations at
all times without restrictions.
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Operational risks

Definition

Operational risk refers to risks arising from non-work-
ing or defective systems or processes, human failure
or external events. Operational risk primarily includes
legal risks, risks from fraud and white-collar crime,
risks from outsourcing risks, operating risks, and
event or environmental risks, but does not comprise
strategic risks, business risks, and reputational risks.

Organizational structure of operational risk

The Group manages operational risk through various
measures that it applies to eliminate the cause of the
risk, to control the risk, or to limit damage. These
measures include organizational precautions (separa-
tion of trading and settlement units as well as of front
and back office operations, principle of dual control),
detailed procedural instructions, and qualified person-
nel.

Legal risks from business transactions are reduced,
insofar as possible, by using standardized contracts.
The legal department is consulted at an early stage
regarding decisions that could result in legal obliga-
tions or benefits for the Bank and in case of deviations
from standard agreement clauses.

Based on a hazard analysis pursuant to Section 25¢ of
the German Banking Act, risks from fraud to the detri-
ment of Rentenbank and from white-collar crime with-
in Rentenbank are identified and actions to optimize
fraud prevention are established. Compliance with
general and bank-specific requirements with regard to
effective fraud prevention are analyzed within fraud-
relevant subject areas.

Outsourcing risks are generally considered under
operational risks and are included in the risk-bearing
capacity concept under this type of risk. A distinction
is made between significant and insignificant out-
sourcing based on a standardized risk analysis. Sig-
nificant outsourcing is incorporated in risk manage-
ment and risk monitoring through decentralized
outsourcing controlling.

An emergency manual describes the procedures to be
followed as part of disaster prevention measures and
in the event of an actual disaster. Further emergency
plans govern the procedures to be used for potential
business disruptions. The outsourcing of time-critical
activities and processes is included in these emergency
plans.

Quantification of operational risk

Operational risks are quantified as part of the risk-
bearing capacity plan, using a process based on the
basic indicator approach in accordance with the Sol-
vency Regulation. The factors underlying the standard
and stress scenarios were defined based on business
volume.

Collection of loss data

All incidents at the Bank are systematically collected
and analyzed in an incident reporting database. All
current losses and near-losses are recorded in a decen-
tralized manner by the relevant operational risk offic-
ers. The management of operational risks is performed
in the individual business areas. This means that the
measures to prevent and limit risks are primarily the
responsibility of the organizational units. The analysis
and aggregation of loss events as well as the methodo-
logical development of the instruments used is part of
risk control.

Self assessment

The Bank regularly carries out self-assessment proce-
dures. The goal of such self assessment is to make use
of knowledge to identify and evaluate risks in the
business units in which they materialize. Workshops
are held at least once annually, during which signifi-
cant potential operational risk scenarios for all mate-
rial business processes are identified based on a com-
pany-wide process map, and then assessed with
respect to amount and frequency of incidents, also
under consideration of fraud prevention aspects.
Depending on the risk assessment, additional preven-
tive measures are taken to reduce operational risk.

Limitation and reporting

The utilization of operational risk in standard scenari-
os amounted to € 26.6 million as of the reporting date

(compared with € 21.5 million on December 31, 2009).

Reports are prepared on a quarterly basis and submit-
ted to the Board of Managing Directors, the Advisory

Board, and senior management.



Current risk situation

No significant single losses (of more than € 5 thousand)
resulting from operational risks occurred in fiscal year
2010. In fiscal year 2009, four significant incidents

were entered into the incident reporting database. The
expected net loss of these incidents was € 26 thousand.

Outlook

International growth prospects generally evolved pos-
itively at the beginning of 2011, with many economic
indicators suggesting a sustained upward trend.
Therefore, the recovery of the world economy will
likely continue in 2011. The persisting sovereign debt
crisis in the euro zone and the instability that still
exists in the financial sector are hampering any further
development. The economy is not continuing to stabi-
lize in many countries because of high budget deficits.
Unemployment, which remains at a high level, tends
to have a subduing influence. Moreover, lower eco-
nomic growth is looming in many emerging econo-
mies. Against this backdrop, the growth momentum
of the global economy is likely to ease in the current
year.

According to the forecasts of German economic re-
search institutes, Germany is likely to generate above-
average economic growth of more than 2 %. As unem-
ployment continues to decline, moderating export
growth is offset by increasing momentum in domestic
demand. According to projections, growth is currently
expected to be at around just 1.5 % for the entire euro
zone.

There are signs that the average inflation rate will in-
crease in the euro zone in 2011. It cannot be ruled out
that the critical threshold for an average price increase
of 2 % per year, which is tolerated by the European
Central Bank (ECB), will be exceeded for the first time
since 2008. Above all, increasing price pressure is ex-
pected to come from energy and food prices, but vari-
ous measures to consolidate budgets also contribute
to increasing consumer prices in many EU countries.
These measures primarily include higher value-added
taxes and higher administrative prices.

The ECB’s monetary easing will likely be discontinued
as threats of inflation increase. A first hike of key inter-
est rates is currently considered possible in the second
quarter of the year. In view of rising inflation expecta-
tions, long-term interest rates are also likely to rise.
Against the backdrop of the persisting weakness of
some sub-sectors of the banking system, the ECB will
probably continue its refinancing transactions aimed
at stabilizing the banking sector for quite some time.

Rentenbank believes that it is well positioned to fulfill
its promotional mandate thanks to its solid business
model in connection with its triple A ratings, even in
spite of the environment mentioned above.

In order to project the Bank’s future financial position,
cash flows, and profit or loss, we have prepared com-
prehensive annual and 3-year plans. The plans consist
of forecasts related to the Group’s financial position,
profit or loss, and costs including cost budgets and
stress scenarios. Unlike the 3-year plans, the annual
plan examines individual factors in greater detail.

Within the framework of our current planning we
assume that new business volume for fiscal years 2011
and 2012 will be slightly below the 2010 level, or
remain at that level, with respect to both promotional
loan business and the refinancing of the Bank. Due

to the anticipated large amount of maturing loans in
the promotional lending business, we expect lower
interest income. From today’s perspective, net interest
income of the “Treasury Management” segment will
continue to return to normal levels and, as in 2010,
will decline.

Cost planning for 2011 and 2012 takes into account
future capital expenditures for data processing and
buildings. Another factor in the rising administrative
expenses in all areas, despite rigorous cost manage-
ment, will continue to be the manifold changes in reg-
ulatory and accounting legislation.

The impact of Basel III requirements on the Group
were analyzed and taken into account in current plan-
ning. The required strengthening of the capital base is
ensured through retention of profits. The Basel Com-
mittee on Banking Supervision will conduct another
Quantitative Impact Study (QIS) for the new liquidity
standards, primarily the new liquidity ratios, which
are currently subject to an observation period. As in
2010, the Group will participate in the QIS.

In view of a further normalization of the achievable
margins and the treasury result, we expect slightly
declining operating earnings in 2011 and 2012, though
still above the level achieved before the crisis.

For the full fiscal years 2011 and 2012, we anticipate

a satisfying earnings trend, which will enable the Bank
to account for all identifiable risks and to continue to
increase its capital base.

The promotional business again showed dynamic
momentum in the first months of the current fiscal
year. We are confident that we will be able to achieve
the planned volume for 2011 in our medium and long-
term promotional business.
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Due to the market-driven development of measure-
ment parameters in the first two months, in particular
the costs for the swap of liquidity in various curren-
cies, and as a result of the recovery of market prices,
above all for bonds from the PIIGS countries, the pri-
or-year measurement losses have been offset to a large
extent. Accordingly, net income as reported in the con-
solidated income statement and the Group’s total com-
prehensive income are in the positive low three-digit
million range as of the end of February. As a result of
this high volatility of market parameters, the future
development of measurement gains or losses cannot
be estimated reliably.

Report on events
after the balance sheet date

There were no events of material importance after the
end of the fiscal year 2010.
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Consolidated statement of comprehensive income (IFRS)

for the period from January 1 to December 31, 2010

Jan. 1to Jan. 1 to
Dec. 31, 2010 Dec. 31, 2009
1) Income statement Notes € million € million
Interest income 4019.3 3 854.5
Interest expense 3 668.4 3473.5
Net interest income 24 350.9 381.0
Provision for loan losses/promotional contribution 12,25 5.0 40.4
thereof recognition for special loan programs 71.7 75.4
thereof amortization for special loan programs 44.1 38.5
Net interest income after provision for loan losses/
promotional contribution 345.9 340.6
Fee and commission income 2.7 4.3
Fee and commission expenses 2.7 2.3
Net fee and commission income 26 0.0 2.0
Net trading result 27 0.0 0.0
Net result from financial investments 28 -0.1 0.0
Administrative expenses 29 49.2 47.1
Net other operating result 30 0.7 -3.7
Result from fair value measurement and from hedge accounting 31 -144.4 -369.7
Net result from taxes 32 -1.1 1.0
Net income for the year 151.8 -76.9
2) Other comprehensive income
Change in the revaluation reserve -230.0 267.3
3) Group's total comprehensive income -78.2 190.4
Appropriation of profits under IFRS
for the period from January 1to December 31, 2010
Jan. 1to Jan. 1to
Dec. 31, 2010 Dec. 31, 2009
Notes € million € million
Net income for the year 151.8 -76.9
Transfers from retained earnings
a) from guarantee reserve pursuant to Section 2 (3)
of the Law Governing the Landwirtschaftliche Rentenbank 33 29.2 121.0
b) from other retained earnings 33 0.0 121.9
Transfers to retained earnings
a) to principal reserve pursuant to Section 2 (2)
of the Law Governing the Landwirtschaftliche Rentenbank 33 87.0 154.7
b) to other retained earnings 33 82.2 0.0
Group'’s net profit 11.8 11.3




Consolidated balance sheet (IFRS) as of December 31, 2010

Dec. 31, 2010 Dec. 31, 2009
Assets Notes € million € million
Cash and balances with central banks 36 53.5 102.2
Loans and advances to banks 37 49 286.5 45 840.5
thereof promotional contribution -249.4 -229.0
Loans and advances to customers 38 1517.4 612.8
thereof promotional contribution -0.1 -0.1
Fair value changes of hedged items in a portfolio hedge 40 285.2 344.8
Positive fair values of derivative financial instruments 41 6 039.7 2872.4
Financial investments 42 26 541.7 27 937.3
Non-current assets held for sale 13,43 0.8 0.0
Investment property 14, 44 16.8 17.3
Property and equipment 15, 45 22.6 25.5
Intangible assets 16, 46 2.5 3.3
Current income tax assets 18, 47 1.7 1.0
Deferred tax assets 18, 48 1.5 2.3
Other assets 17,49 13.1 88.4
Total assets 83 783.0 77 847.8
Dec. 31, 2010 Dec. 31, 2009
Liabilities and equity Notes € million € million
Liabilities to banks 50 2494.3 3660.0
Liabilities to customers 51 5628.9 5784.8
Securitized liabilities 52 65101.8 60 263.2
Negative fair values of derivative financial instruments 53 3341.8 4362.9
Provisions 19, 20, 54 102.1 102.5
Subordinated liabilities 55 889.5 1121.9
Other liabilities 21,56 4 078.0 316.4
Equity 22,33,57
Subscribed capital 135.0 135.0
Retained earnings 2403.4 2263.4
Revaluation reserve -403.6 -173.6
Group’s net profit 11.8 11.3
Total liabilities and equity 83 783.0 77 847.8
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Consolidated statement of changes in equity

Changes in equity for the period from January 1 to December 31, 2010

Subscribed Retained Revaluation Group’s Total for
€ million capital earnings reserve net profit 2010
Equity as of Jan. 1, 2010 135.0 2263.4 -173.6 11.3 2236.1
Net income for the year 140.0 11.8 151.8
Change in unrealized
gains and losses -230.0 -230.0
Group's total
comprehensive income 0.0 140.0 -230.0 11.8 -78.2
Appropriation of net profit -11.3 -11.3
Equity as of Dec. 31, 2010 135.0 2403.4 -403.6 11.8 2 146.6
Changes in equity for the period from January 1 to December 31, 2009

Subscribed Retained Revaluation Group’s Total for
€ million capital earnings reserve net profit 2009
Equity as of Jan. 1, 2009 135.0 2 351.6 -440.9 10.8 2 056.5
Net income for the year -88.2 11.3 -76.9
Change in unrealized
gains and losses 267.3 267.3
Group's total
comprehensive income 0.0 -88.2 267.3 11.3 190.4
Appropriation of net profit -10.8 -10.8
Equity as of Dec. 31, 2009 135.0 2 263.4 -173.6 11.3 2 236.1

Further information as well as an analysis of equity

is included in Notes (22) and (57).



Consolidated cash flow statement

2010 2009
€ million € million
Net income for the year 152 -77
Non-cash items included in net income for the year and
reconciliation to cash flow from operating activities
Depreciation, amortization, impairment and reversal of impairment
of property and equipment, financial investments, and investment property 3 2
Expenses for specific securities and loans and advances 26 43
Changes in provisions 0 0
Result from fair value measurement and from hedge accounting 144 370
Net other adjustments -351 -381
Subtotal -26 -43
Changes in assets and liabilities from operating
activities after adjustment of non-cash items:
Loans and advances to banks -3473 6903
Loans and advances to customers -904 5861
Positive fair values of derivative financial instruments -3167 22
Other assets from operating activities 112 -521
Liabilities to banks -1166 -6 837
Liabilities to customers -156 1509
Securitized liabilities 4 839 -6 326
Negative fair values of derivative financial instruments -1021 -941
Other liabilities from operating activities 3673 455
Interest received 4015 3853
Dividends received 4 2
Interest paid -3 668 -3474
Net other adjustments -144 =370
Cash flow from operating activities -1082 93
Proceeds from the disposal of:
Financial investments 6 646 6 069
Payments for the acquisition of:
Financial investments -5226 -6 049
Property and equipment -1 -2
Cash flow from investing activities 1419 18
Subordinated liabilities -374 —26
Payments to the Special Purpose Fund and for other measures to promote
agriculture protecting the general public interest -11 -11
Cash flow from financing activities -385 -37
Cash and cash equivalents at end of prior period 102 28
Cash flow from operating activities -1082 93
Cash flow from investing activities 1419 18
Cash flow from financing activities -385 -37
Effect of exchange rate differences 0 0
Cash and cash equivalents at end of period 54 102
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The consolidated cash flow statement shows the
changes in cash and cash equivalents for fiscal years
2010 compared to 2009 from operating, investing
and financing activities. Cash and cash equivalents
correspond to the balance sheet item “cash and bal-
ances with central banks.”

The cash flows from operating activities were calcu-
lated based on the indirect method, while the cash
flows from investing and financing activities were
determined using the direct method.

The Group’s liquidity management focuses on
Rentenbank. The consolidated cash flow statement,
which was obligatorily prepared in accordance with
IAS 7, is only of limited informative value as an
indicator of the liquidity position. In this context, we
refer to the explanations regarding the Group’s
liquidity management in our Management Report.
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