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Research Update:

German Development Bank Landwirtschaftliche
Rentenbank 'AAA/A-1+' Ratings Affirmed;
Outlook Stable

Overview
As a highly specialized development bank with an explicit public policy mandate,•
Landwirtschaftliche Rentenbank (Rentenbank) has, in our view, a critical role for
and an integral link with the government of the Federal Republic of Germany.

We therefore believe there is an almost certain likelihood of extraordinary•
support from the German government in times of financial distress, and equalize
our rating on Rentenbank with our rating on Germany.

We are affirming our 'AAA/A-1+' long- and short-term ratings on Rentenbank.•
The stable outlook reflects that on Germany and our expectation of Rentenbank's•
persisting policy role as development bank for the agricultural sector and rural
areas in general, with neither the link nor the legal framework under which the
bank operates likely to change over the next few years.

Rating Action
On Dec. 21, 2016, S&P Global Ratings affirmed its 'AAA' long-term and 'A-1+'short-
term issuer credit ratings on German development bank Landwirtschaftliche
Rentenbank. The outlook is stable.

Rationale
The ratings on Rentenbank, a specialized development bank with a public policy
mandate to promote German agriculture (including forestry and fisheries), food
sectors, and rural areas, are based on our assessment of an almost certain
likelihood of timely and sufficient extraordinary support from the government of the
Federal Republic of Germany (unsolicited AAA/Stable/A-1+). This means any rating or
outlook change on Germany would lead to a similar rating action on Rentenbank. In
line with our criteria for rating government related entities (GREs), this reflects
our view that Germany's support for its related entities is not doubtful. Our
assessment of an almost certain likelihood of support to Rentenbank is based on our
view of:

Its integral link with the government. Although the government is not Rentenbank's•
legal owner, the legal concept of "Anstaltslast" (maintenance obligation) means
that the government, as the creator of Rentenbank, is obliged to safeguard
Rentenbank's economic foundation for the duration of its existence, providing
support when necessary. In addition to the Anstaltslast, and effective from Jan.
1, 2014, a statutory guarantee is included in the legislation governing
Rentenbank, through which the federal government expressly guarantees Rentenbank's
obligations. Under this statutory guarantee, in the event of a payment default,
holders of securities issued or guaranteed by Rentenbank can enforce their claims
directly against the federal government without first recourse to the bank.

Its critical public policy role as a specialized development bank for the German•
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agricultural sector, which also includes promoting Germany's rural areas and
contributing to ensure the constitutional mandate of equal living opportunities
across the country.

Rentenbank's operational strategy is low risk, in our opinion. Intermediate banks
assume credit risk and provide collateral to Rentenbank. In addition, we believe
Rentenbank benefits from an outstanding track record of loan recovery, conservative
capitalization, and a stable financial profile characterized by prudent strategies
for comprehensively hedging currency and interest rate risks.

Rentenbank has supported the government's agricultural and rural policy objectives
since 1949 through the provision of financing to the agriculture and food sectors.
We expect its total assets to reach about €86 billion by year-end 2016. The bank
predominantly raises its funds in the international capital markets. It provides
resources through intermediate banks, which onlend to the end borrower, assume the
credit risk, and provide collateral. Standard promotional loans are offered at
competitive rates within the domestic markets, and further loans may be extended to
banks in other EU member states, Switzerland, Norway, Australia, and Canada.
Recently, Rentenbank has reduced its exposure to countries in the EU periphery,
including Spain, Italy, and Portugal, and we understand it will do so with the U.K.
going forward. Special promotional loans with favorable financial conditions are
Rentenbank's key promotional instrument, but their use is restricted to financing
programs and investments benefiting the German agricultural and food sector, as well
as rural areas in general. Given the bank's public policy mandate, profitability is
consciously low. However, its stable and risk-weighted capitalization remains
comfortable, in our view.

Although the bank's capital was raised through a special levy on the German
agricultural and forestry sector between 1949 and 1958, no natural or legal person
possesses property rights over Rentenbank (rather, the bank belongs to the
agricultural sector). Accordingly, a merger or takeover by another publicly-owned
development bank is not viable. On the downside, the ownership structure makes it
almost impossible for the bank to raise additional shareholder capital, meaning
capital can only increase through retained earnings.

Government support for Rentenbank complies with the EU's rules on state aid, and in
March 2002, an agreement between Germany and the European Commission confirmed this
status. The agreement stated that German development banks could continue to benefit
from state support to the extent that they are entrusted with promotional tasks in
compliance with the EU's state aid rules. Rentenbank's obligations have been and
will continue to be fully and unconditionally supported by the German government
under Anstaltslast. While Anstaltslast creates an obligation of the federal
government vis-à-vis Rentenbank, as of Jan. 1, 2014, a statutory guarantee is
included in the legislation governing Rentenbank, through which the federal
government expressly guarantees Rentenbank's obligations. This guarantee is
identical to the one in place for KfW (AAA/Stable/A-1+), and is an obligation of the
federal government vis-à-vis Rentenbank's creditors.

Rentenbank's strong use of commercial paper (CP), with an average outstanding volume
of roughly €7.7 billion in 2016, above average levels of 2015, demonstrates, in our
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view, that access to liquidity is not a concern for the bank. Even under the adverse
market conditions in 2008, demand for Rentenbank's CP was strong, with over €16
billion of outstanding CP in mid-2008. Cash and balances with central banks are
minimal. As a registered bank, Rentenbank has access to European Central Bank
liquidity and in 2015 had eligible repurchase collateral of €16.9 billion, which
could be used to access funds if there are disruptions in the short-term wholesale
funding markets.

Outlook
The stable outlook reflects our expectation that Rentenbank will remain an integral
part of the government's economic development policies. This should enable the bank
to maintain its public law status and secure ongoing federal government support,
either through Anstaltslast or through the explicit guarantee for the liabilities.
We expect that Rentenbank will continue to generate modest but stable operating
profits, consistent with its public policy mandate. In addition, we expect risk-
adjusted capital ratios will remain very comfortable.

We think it highly unlikely that Rentenbank will undergo a change in its legal
status in the coming two years. We believe that Rentenbank will remain a GRE and
that the federal guarantee for its liabilities will stay in place in the future,
given that the bank will likely remain an integral part of the Germany's
agricultural development objectives. Our expectation is consistent with the March
2002 agreement between Germany and the European Commission on future state support
for German development banks. We could lower the ratings if we observed a material
weakening of Rentenbank's role for, or link with, Germany, including changes to the
legal guarantee, although we currently consider such a scenario unlikely.
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Certain terms used in this report, particularly certain adjectives used to express
our view on rating relevant factors, have specific meanings ascribed to them in our
criteria, and should therefore be read in conjunction with such criteria. Please see
Ratings Criteria at www.standardandpoors.com for further information. Complete
ratings information is available to subscribers of RatingsDirect at
www.globalcreditportal.com and at spcapitaliq.com. All ratings affected by this
rating action can be found on S&P Global Ratings' public Web site at
www.standardandpoors.com. Use the Ratings search box located in the left column.
Alternatively, call one of the following S&P Global Ratings numbers: Client Support
Europe (44) 20-7176-7176; London Press Office (44) 20-7176-3605; Paris (33) 1-4420-
6708; Frankfurt (49) 69-33-999-225; Stockholm (46) 8-440-5914; or Moscow 7 (495)
783-4009.

Additional Contact:
International Public Finance Ratings Europe; PublicFinanceEurope@standardandpoors.com

Ratings List Continued...
Foreign and Local Currency AAA/Stable/A-1+ AAA/Stable/A-1+

Senior Unsecured

Foreign and Local Currency AAA AAA

Subordinated

Foreign and Local Currency AAA AAA

Commercial Paper

Local Currency A-1+ A-1+
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