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Definition

Roots and brief overview

Analyst:
Kai Witt

The origins of the Schuldscheindarlehen (SSD) go back to the 19th century. In the last few years, the SSD has established itself as an important
alternative in corporate financing on the capital market alongside syndicated loans and corporate bonds.

The Schuldscheindarlehen has
established itself as an advantageous debt financing instrument

The Schuldscheindarlehen is generally understood as being a special form
of loan contract pursuant to section 488 et seq. of the German Civil Code
(BGB). Similarly to a conventional corporate bond, an SSD is therefore a
favourite mid to long-term financial instrument used on a regular basis by
many companies. Compared with the issue of a corporate bond, an SSD is
far less onerous in terms of administrative requirements. Publicity and
documentation costs are much lower and an external rating is not essential. Nevertheless, the implied rating of most Schuldschein issuers is in the
investment grade category, since investors who are active in the market
are fairly strongly bound to the issuer's credit rating in view of bond restrictions. In view of the current low interest-rate environment, however,
this rule of thumb is breaking down slightly at present and even issuers
with a weaker credit rating stand a good chance of a successful placement. To sum up, the SSD is a debt instrument which combines the properties of conventional bank loans and bonds. The SSD is especially interesting for companies which are extending their financing base beyond their
relationship banks and looking for stronger public exposure. Schuldscheindarlehen are regarded by most investors (banks, savings banks, insurance
companies, etc.) as a buy-and-hold investment.

Legal framework

Defining the Schuldschein in relation to conventional financing instruments

Schuldscheindarlehen not a
security

A Schuldscheindarlehen (just like a syndicated loan) is not a security under
the terms of section 2 no. 1 of the German Securities Trading Act (WpHG)
nor under the terms of section 2 no. 1 of the German Securities Prospectus Act (WpPG), and it is not traded on the stock exchange. Consequently,
it does not come under the requirement to issue a prospectus nor is the
SSD subject to any public approval requirements.

Distinguishing SSDs
from credits and bonds

A distinction has to be made between the Schuldscheindarlehen on the
one hand, and the syndicated loan and the corporate bond on the other, in
light of the former's legal and financial form. In terms of its fungibility, the
Schuldscheindarlehen ranks between a corporate bond and a syndicated
loan. Unlike bonds, Schuldscheindarlehen are not listed on the stock market but instead are traded over the counter (OTC) in the interbank market.
The Schuldschein, which is issued through the SSD, thereby serves as a
certificate of indebtedness evidencing the underlying loan (see section 344
of the German Commercial Code (HGB)) vis-à-vis the Schuldschein issuer.
This Schuldschein must be signed by a legally authorised signatory of the
debtor. It is not absolutely necessary to give the grounds for the liability.
However, it is also possible to leave out such a "Schuldschein certificate".
Issuing a certificate is not a legal requirement and it can be replaced by a
contact or an assignment agreement.

NORD/LB Fixed Income Research

Seite 3 von 17

Schuldscheindarlehen Special  18 March 2016
Schuldscheindarlehen seen as The SSD is often seen as being a credit sharing similarities with a tradibond-like credit
tional bond, or a capital-market-like form of financing. However, it is important to bear in mind that the German Bond Act (SchVG) is not applicable to SSDs, since under civil law, neither the loan agreement, nor the
Schuldschein issued are regarded as a bond under section 793 et seq. of
the German Civil Code (BGB). The granting of a Schuldscheindarlehen
mostly constitutes a banking transaction (under the terms of section 1 (1)
sentence 2 no. 2 of the German Banking Act (KWG). Under section 32 (1)
sentence 1 of the German Banking Act, granting SSDs commercially is
only allowed in Germany with the written authorisation of the BaFin. According to the general interpretation, short-term Schuldscheindarlehen
must be classified as money market instruments (under the terms of section 2 (1a) WpHG) and hence as a financial instrument (under the terms of
section 2 (2b) WpHG)). However, in view of the absence of any organised
or regulated market, most of the rules under the German Securities Trading Act (WpHG) are not applicable.
Schuldschein a
bilateral loan agreement

Fundamentally, the inherent form of a Schuldscheindarlehen equates to
that of a bilateral loan agreement and it must therefore legally (pursuant to
section 488 et seq. of the German Civil Code (BGB)) be classified as a
loan and not as a bond. In general, companies do not issue Schuldscheindarlehen themselves, but rather through a financial institution. The duties
of the financial institution can be limited to that of arranger or, as is mostly
the case, the company concludes the Schuldscheindarlehen direct with the
bank in question who then sells it on to willing investors by way of an assignment or assumption of contract. Since there can sometimes be several
dozen investors (and sometimes even more) involved in a Schuldschein
transaction, it diversifies the liability side of the company in question and
thereby reduces its dependence on individual lenders.

Schuldscheindarlehen – classification among financial instruments

Source: NORD/LB Fixed Income Research
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Clauses & covenants

Statutory termination rights and covenants

Forms of securitisation

A Schuldscheindarlehen can be placed both as a senior secured debt and
in unsecured form. In this respect, the covenants and reporting obligations
hardly differ from those applying to a conventional credit financing. One
particular feature in relation to corporate bonds is that an SSD with a fixed
coupon can be terminated by the issuer after a period of ten years (ordinary right of termination), pursuant to the statutory right of termination
(section 489 of the German Civil Code (BGB)).

Statutory termination rights

However, this right of early redemption only applies in the case of nonpublic sector issuers (such as companies or banks). If the Schuldscheindarlehen is issued at a variable rate of interest, then the loan contract can
be terminated at any time by the borrower after a notice period of three
months – based on section 489 (2). SSDs are, like other loans, repayable
on agreed maturity dates, unless they have already been repaid in part or
in full. Usually, the repayment amount at the end of the maturity of the
respective Schuldscheindarlehen is the original loan amount.

Covenants agreed with lender
to reduce risks

As a rule, Schuldscheindarlehen rank as senior unsecured and are issued
without providing collateral. However, additional contractual arrangements
– "covenants" – are usually agreed to minimise risks for lenders. The inclusion of covenants tends to increase as the size of the company and its
liquidity diminishes. Additional contractual restrictions are entirely the norm
in order to limit the basis risk, not least as a result of the extension of the
group of borrowers to include non-investment grade borrowers in the case
of companies with a non-investment grade rating. The internationalisation
of the Schuldscheindarlehen is leading to the inclusion of relevant covenants in line with international norms. These covenants can be any of
those also included in bond documentation or in the international market
for syndicated loans. Apart from the obligatory contract elements such as
the parties to the contract, loan amount or interest rate, the following
clauses are among the standard clauses.

Explanatory notes on a number of important covenants

Negative pledge: undertaking by the issuer not to encumber certain assets
as collateral for financial liabilities (e.g. pledges of any kind, mortgages,
assignment of claims).
Pari passu: an agreement that liabilities will always be of equal ranking
with all current, future or not subordinated payment obligations.
Change of control: extraordinary right of termination of the lender in the
event that over 50% of the shares or voting rights in the borrower are held
or exercised by another person.
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Cross-default clause: Option to terminate in the event that the borrower
defaults on another liability arising from financial contracts, falls into arrears, terminates these early, etc.
Cross-acceleration clause: In contrast to a cross-default clause (where the
event of a reason for termination suffices), the cross-acceleration clause
assumes the termination of a loan.
Financial covenants: the borrower and possibly also the guarantors must
be able to demonstrate that they are staying above set ratios. In most cases, these include the equity ratio, the leverage ratio and the interest ratio.

Advantages and disadvantages

Schuldscheindarlehen – a comparison

In addition to its many advantages, a Schuldscheindarlehen also has disadvantages compared with other
financial instruments. In the following, we propose to look in more detail at the pros and cons of the SSD in
relation to syndicated loans and bonds.

Pros

Cons

Broader investor group than in the case of syndicated loans

Lack of anonymity of lender

Terms of the loan can be agreed between issuers
and individual lenders

Statutory right of termination of borrower

Minimal documentation requirements hence much
lower costs

Insufficient (statutory) regulations in the event of
restructuring

Only reporting obligations vis-à-vis investors (no
publicity obligations)

Internal credit analysis of all investors required

Less time-consuming

Achieving target issue volume not guaranteed in
view of limited information

Low minimum volume from EUR 20-25m

No liquid secondary market

No need for external rating

Transfer of ownership only possible through assignment

Much lower transaction costs

Greater range of reoffer spread in view of longer
marketing period

Accounting as per IFRS at amortised cost and not at
fair value

Lack of market transparency

Tranching option: SSDs can be split into smaller
loans
Stable issue spreads in volatile market phases
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SSD transaction

Timeline of a Schuldschein transaction

Schuldschein transactions go
through a structured process

SSDs can be issued within a very tight timeframe in view of existing requirements and a lean documentation. The actual preparation phase begins once initial discussions have taken place between the issuer and the
arranging bank. As a rule, it lasts two to four weeks and key points of the
financing are summarised in an indicative term sheet. Once the mandate
has been assigned, the documentation is prepared and credit research is
carried out. The SSD documentation which is partly negotiated in parallel
is generally around 20 pages long. Once marketing starts, the paperwork,
consisting of investor term sheet, credit research, documentation and financial documentation on the company, is distributed to the investors. The
latter then initiate their own in-house credit process independently from
each other (individual scrutiny of all risks), which is completed once the
necessary committee resolutions have been obtained along with a firm
acceptance of the invitation to join the group of investors. The period between the mandate being issued and disbursement of the loan is usually
around six to ten weeks, which is quick in relation to the time it takes to
organise bond issues and syndicated loans.

Pricing

The pricing of SSDs is similar to the pricing of syndicated loans or bonds.
Main pricing drivers are beside the credit worthiness of the issuer the maturity time as well as spread levels of benchmark issuers.

Credit research

SSD investors are traditionally buy-and-hold investors. The investor base
is more interested in the credit-worthiness of the Schuldschein issuer than
driven by relativ-value aspects. Therefore marketing of SSDs plays an
essential role in a successful placement of a Schuldschein. The positioning
of the issuer in combination with a sound credit story are of main interest.

Schematic representation of a Schuldschein transaction

Source: NORD/LB Origination Corporates
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Accounting

Approaches under different accounting standards

Analyst:
Christopher Kief

Investors can generally recognise investments in Schuldscheindarlehen at
amortised cost (nominal value) under both IFRS/IAS (IAS 39 and IFRS 9)
and the German Commercial Code (section 341c HGB). As a credit product which is not listed, the regulator does not see any accounting requirements at fair value in this respect as would be the case with a corporate
bond or another type of security. This avoids any impact on the profit and
loss, since changes in fair value have absolutely no effect on the valuation
(unless they involve a permanent reduction in value). At this point, we
would like once again briefly to look at forthcoming amendments which will
arise once IAS 39 is replaced by IFRS 9 with effect from 1 January 2018.
Under IAS 39, financial assets and liabilities are classified and valued
based on four different forms:

Accounting at amortised costs
means P&L stability



financial assets at fair value through profit or loss (FVtPL)



held-to-maturity (HtM)



loans and receivables (LaR)



available-for-sale financial assets (AfS)

Schuldscheindarlehen quasi
bilateral credit agreements

In legal terms, conventional Schuldscheindarlehen are nothing other than
a bilateral loan agreement, meaning that they can be classified under the
category of loans and receivables in all cases. When investing in a
Schuldscheindarlehen, investors are always pursuing a buy-and-hold investment approach, which means among other things only a limited availability of a secondary market and hence insufficient liquidity. Under IAS 39,
where the intention is to hold an asset until maturity, it would also be conceivable to classify it in the held-to-maturity category.

SSDs also likely to enjoy preferential accounting treatment
under IFRS

As part of the amendment of the accounting rules for financial instruments,
in future, under IFRS 9 only three classification categories will be used:


amortised cost (AC)



fair value through other comprehensive income (FVtOCI)



fair value through profit or loss (FVtPL)

It will only be possible to value a financial asset at amortised cost (AC)
once the contractual cash flow terms have been met and if the business
model is based on the collection of payments of interest and principal. The
cash flow terms will be deemed to have been met if the contractual cash
flows are due at set dates and include exclusively payments of interest and
principal. Accordingly, the payments must have the characteristics of a
conventional loan relationship. In our view, only genuine debt instruments
are directly eligible for an AC classification and hence also Schuldscheindarlehen.
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Accounting as per HGB

For issuers and investors who can only report under German accounting
rules under the German Civil Code (BGB), Schuldscheindarlehen are generally recognised under the item "other liabilities" pursuant to section 266
(3) C. 8 of the German Commercial Code (HGB) (issuer) or, because of
the fundamentally long-term nature of the financing instrument, under
"other loans" pursuant to section 266 (2) A.III.6 HGB (investor).

Issue does not trigger a compulsory IFRS accounting

The issue of a Schuldscheindarlehen does not result in the mandatory
application of IFRS for capital-market oriented group parent companies
(section 315a HGB), unlike in the case of the issue of a corporate bond in
an organised market (under the terms of the WpHG). This is mostly relevant for SME issuers and family-owned firms which are not seeking to
report under international accounting rules.

IAS 39 versus IFRS 9
IAS 39: Financial Instruments: Recognition and Measurement
Classification

Valuation

FV Changes

Fair value through profit or loss (FVtPL)

FV

IS (P&L)

Available-for-sale financial assets (AfS)

FV

OCI

Held-to-maturity (HtM)

AC

-

Loans and receivables (LaR)

AC

-

IFRS 9: Financial Instruments: Recognition and Measurement
Classification

Valuation

FV Changes

Fair value through profit or loss (FVtPL)

FV

IS (P&L)

Fair value through profit or loss (FVtOCI)

FV

OCI

Amortised cost (AC)

AC

-
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Market conditions

Strong growth for CSSDs

Corporate SchuldscheindarThe market for Corporate Schuldscheindarlehen (CSSDs) has seen strong
lehen benefiting above all from growth in the last few years. In this context, 2015 was a record issuance
M&A transactions
year (based on Reuters league table: EUR 19.7bn), driven mainly by a
sharp increase against the previous year in the volume of M&A activities
from German and European companies. In the end, we counted 107
transactions last year. As regards acquisition financings, CSSDs help generate the necessary funding without having to use existing credit facilities
(in full), ensuring that there is still a high degree of financial flexibility even
after the takeover has been successfully completed.
CSSDs as a sensible alternaAs a result of the global financial crisis in 2008 and resulting limitation of
tive to conventional bank loans bank lending, the CSSD has earned recognition as a sensible alternative
to conventional refinancing through the credit market. In the past, this asset class was dominated far more by public-sector issuers and by the financials sector. In our view, regulatory conditions for credit institutions
(Basel III) and related higher capital requirements for conventional credit
business are likely to support the expansion trend for CSSDs. In addition,
there is a general trend towards disintermediation among European corporates in line with the Anglo-Saxon model. A large proportion of issuers are
diversifying their existing sources of funding through CSSDs and thereby
reducing their traditionally strong dependence on their relationship bank,
although they are maintaining these business ties which sometimes go
back a long way.
Proportion of issuers with an
external rating relatively small

The proportion of CSSD issuers with an external rating (S&P, Moody's and
Fitch) is usually fairly small (15% in FY 2015), since it is mainly SMEs
which turn to the Schuldschein market. However, the credit quality remains
at a very high level, as illustrated by the fact that there are not many credit
events. The costs of a primary market transaction are much lower than
those incurred with a bond placement in view of the absence of a prospectus requirement and generally far less onerous documentation requirements. Many SMEs, but also family firms or non-listed large companies do
not yet meet the reporting requirements (legal/supervisory) which apply as
standard for AGs or in the case of a bond issue, for example. CSSD issuers are therefore subject to less comprehensive disclosure obligations and
publicity obligations can be agreed with each investor.

Diversification of funding

In general, initial information and financial indicators/annual reports are
passed on to potential investors upon presentation of a confidentiality
agreement. Established capital market participants (large caps) use
CSSDs in order to diversify their funding and generally use this financing
instrument opportunistically, but then on a scale that is relevant for the
market as a whole. The focus here is mainly on penetrating new
investor groups which should differ quite consciously from the normal buyers of corporate bonds in the same companies. Moreover, the contractual
flexibility of CSSDs (e.g. tranching) in respect of maturity, coupon and
currency is the main focus of attention for both parties (investor & issuer).
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Increasing internationalisation Apart from German-speaking countries which are traditionally active in
on the investor and issuer side CSSD transactions, a growing number of companies from the Benelux and
the UK are entering the SSD market with debut issues, underlining the
growing internationalisation both on the issuer and investor front. The PP
(private placement) market in Germany is organised in by far the most
professional manner in Europe in terms of its development, a fact which
also gives foreign issuers an incentive to issue a CSSD under German
law. The euro PP, which is mainly used by French issuers and a handful of
Italian or Belgian corporates as well as by the MARF in Spain is seen as
an only approximately comparable European alternative to fixed-income
markets. However, neither counterpart comes anywhere close to the issue
volume and issue frequency of the German PP market. On the investor
front, foreign market participants are on a carefully targeted search for
European credit replacement transactions with companies which have not
concluded any (public) corporate bonds or syndicated loans.
Issuers by country of origin in FY 2015 (%)

2%
3%

2%

2%
Germany

2% 3%

Austria
6%

France

6%

Netherlands
74%

Luxembourg
Finland
Belgium
Switzerland
Other

Source: NORD/LB Fixed Income Research

Insurance companies still have Investor groups are mainly banks, savings banks and insurance compastrong exposure in the CSSD
nies. According to statistics from the German Insurance Association
market
(GDV), loans amounted to a total of 22.7% of the investment of primary
insurers in 2014, of which however, credit relationships with banks and
states accounted for the bulk. In the "Principles for the Granting of Loans
of Companies by Insurers" published by GDV, the requirements in terms of
debtor credit rating are either an external rating in the investment grade
category (at least BBB-) or meeting specific financial ratios (cash flow ratios, debt ratios and accounting ratios), which are geared to the methodology used by the international rating agencies.
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Spreads &
secondary market

Possibilities and limitations for the pricing

There is no liquid secondary
market

Transactions in the CSSD secondary market are always processed as
OTC transactions since there is no organised stock-exchange trading for
this asset class. A price quotation – generally from German financial institutions – is therefore available strictly on demand only. At first glance, the
lack of secondary market liquidity seems irrelevant since CSSD investors
are mostly investing on a buy-and-hold basis. However, in view of a historically high outstanding volume of EUR 69bn (FY 2015), the lack of liquidity
can definitely also be seen as a minus point. CSSDs are sold via assignment in accordance with section 398 et seq. BGB, which means that a
suitable counterparty steps in instead of the investor. Compared with conventional loans, the transfer is contractually simplified in the case of
CSSDs, among other things by agreeing in advance to an assignment in
order to comply with the properties of a capital market instrument.

Pricing close to capital market
pricing – geared to existing
bonds or CDS spreads

The pricing of CSSDs does not follow a standard method since there are
big differences in terms of the capital market professionalism of the various
issuers. SME issuers above all generally have no outstanding benchmark
bonds or traded CDS which could be used for the purpose of a representative spread indication. However, in contrast to bilateral or syndicated loans,
the level of CSSD spreads is geared much more to risk premiums in the
capital market. Based on our observations, though, general risk sentiment
has a less strong impact on primary market activities than in the case of
corporate bonds (i.e. even when market sentiment is more risk averse, it is
still possible to place CSSD successfully). In addition, the issue cycle is
also less marked by seasonal fluctuations (e.g. the summer break).

CSSDs vs. bonds - comparison If we compare the individual components of the CSSD spread with those
of individual risk premiums
of a similar corporate bond (based on identical parameters), then it is fair
to assume that the general credit risk should be the same. There are differences far more in respect of the premiums for liquidity and credit spread
risks. The limited fungibility of CSSDs goes hand-in-hand with a heightened liquidity premium in relation to a bond issue. On the other hand, the
advantageous accounting rules for CSSDs lead to fair value-induced and
issuer-related adjustments which can always occur when recognising a
corporate bond at fair value. The CSSD transactions which we observed in
2015 and 2016 demonstrate the trend that established issuers were often
able to carry out issues at spread levels which were below those of the
bond reference curve. In this context, it seems that investors assign a
stronger weighting to the largely eliminated credit spread risks than the
illiquidity of the CSSD secondary market. Further strong investor demand
is illustrated by the fact that many CSSDs are oversubscribed when they
are issued. Consequently, we do not see any sign of increasing saturation
on the demand front. This should generally also lead to a reduction in issue spreads.
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Disclaimer
This Special (hereinafter the „Material”) was drawn up by NORDDEUTSCHE LANDESBANK GIROZENTRALE
(„NORD/LB“). The supervisory authorities in charge of NORD/LB are the European Central Bank („ECB“), Sonnemannstraße 20, D-60314 Frankfurt am Main, and the Federal Financial Supervisory Authority (Bundesanstalt
für Finanzdienstleitungsaufsicht - „BaFin“), Graurheindorfer Str. 108, D-53117 Bonn, and Marie-Curie-Str. 24-28,
D-60439 Frankfurt am Main. Details about the extent of NORD/LB´s regulation by the respective authorities are
available on request. Generally, this Material or the products or services described therein have not been reviewed or approved by the competent supervisory authority.
This Material is addressed exclusively to recipients in Germany, the United Kingdom, Austria, Belgium, Denmark, Finland, Estonia, France, Greece, Ireland, Luxembourg, the Netherlands, Poland, Portugal, Sweden, the Czech Republic,
Switzerland and Cyprus (hereinafter the „Relevant Persons” or „Recipients”). The contents of this Material are disclosed
to the Recipients on a strictly confidential basis and, by accepting this Material, the Recipients agree that they will not
forward to third parties, copy and/or reproduce this Material without NORD/LB’s prior written consent. This Material is only
addressed to the Relevant Persons and any persons other than the Relevant Persons must not rely on the information in
this Material. In particular, neither this Material nor any copy thereof must be forwarded or transmitted to Japan, Canada
or the United States of America or its territories or possessions or distributed to any employees or affiliates of Recipients
resident in these jurisdictions.
This Material was drawn up in compliance with the applicable provisions of the German Securities Trading Act (Wertpapierhandelsgesetz) and the Regulation Governing the Material of Financial Instruments (Verordnung über die Analyse
von Finanzinstrumenten). In organizational, hierarchical, functional and local terms, the Research Division of NORD/LB is
independent of any divisions responsible for the issuance of securities and investment banking activities, for trading (including proprietary trading) in and sales of securities as well as for lending activities.
This Material and the information contained herein have been compiled and are provided exclusively for information purposes. This Material is not intended as an investment incentive. It is provided for the Recipient’s personal information,
subject to the express understanding, which is acknowledged by the Recipient, that it does not constitute any direct or
indirect offer, recommendation, solicitation to purchase, hold or sell or to subscribe for or acquire any securities or other
financial instruments nor any measure by which financial instruments might be offered or sold.
All actual details, information and statements contained herein were derived from sources considered reliable by
NORD/LB. However, since these sources are not verified independently, NORD/LB cannot give any assurance as to or
assume responsibility for the accuracy and completeness of the information contained herein. The opinions and prognoses given herein on the basis of these sources constitute a non-binding evaluation of NORD/LB. Any changes in the
underlying premises may have a material impact on the developments described herein. Neither NORD/LB nor its governing bodies or employees can give any assurance as to or assume any responsibility or liability for the accuracy, adequacy and completeness of this Material or any loss of return, any indirect, consequential or other damage which may be
suffered by persons relying on the information or any statements or opinions set forth in this Material (irrespective of
whether such losses are incurred due to any negligence on the part of these persons or otherwise).
Past performances are not a reliable indicator of future performances. Exchange rates, price fluctuations of the financial
instruments and similar factors may have a negative impact on the value and price of and return on the financial instruments referred to herein or any instruments linked thereto. An evaluation made on the basis of the historical performance
of any security does not necessarily give an indication of its future performance.
This Material neither constitutes any investment, legal, accounting or tax advice nor any representation that an investment or strategy is suitable or appropriate in the light a Recipient’s individual circumstances, and nothing in this Material
constitutes a personal recommendation to the Recipient thereof. The securities or other financial instruments referred to
herein may not be suitable for the Recipient’s personal investment strategies and objectives, financial situation or individual needs.
Also this Material as a whole or any part thereof is not a sales or other prospectus. Correspondingly, the information contained herein merely constitutes an overview and does not form the basis for an investor‘s potential decision to buy or
sell. A full description of the details relating to the financial instruments or transactions which may relate to the subject
matter of this Material is set forth in the relevant (financing) documentation. To the extent that the financial instruments
described herein are NORD/LB’s own issues and subject to the requirement to publish a prospectus, the conditions of
issue applicable to any individual financial instrument and the relevant prospectus published with respect thereto as well
NORD/LB’s relevant registration form, all of which are available for downloading at www.nordlb.de and may be obtained,
free of charge, from NORD/LB, Georgsplatz 1, 30159 Hanover, shall be solely binding. Any potential investment decision
should at any rate be made exclusively on the basis of such (financing) documentation. This Material cannot replace
personal advice. Before making an investment decision, each Recipient should consult an independent investment adviser for individual investment advice with respect to the appropriateness of an investment in financial instruments or investment strategies as contemplated herein as well as for other and more recent information on certain investment opportunities.
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Each of the financial instruments referred to herein may involve substantial risks, including capital, interest, index, currency and credit risks, political, fair value, commodity and market risks. The financial instruments could experience a sudden
substantial deterioration in value, including a total loss of the capital invested. Each transaction should only be entered
into on the basis of the relevant investor’s assessment of its individual financial situation as well as of the suitability and
risks of the investment.
NORD/LB and its affiliates may, for their own account or for the account of third parties, participate in transactions involving the financial instruments described herein or any underlying assets, issue further financial instruments having terms
that are the same as or similar to those governing the financial instruments referred to herein as well as enter into transactions to hedge positions. Such actions may affect the price of the financial instruments described in this Material.
To the extent the financial instruments referred to herein are derivatives, they may involve an initial negative market value
from the customer’s point of view, depending on the terms and conditions prevailing as of the transaction date. Furthermore, NORD/LB reserves the right to pass on its economic risk from any derivative transaction it has entered into to
third parties in the market by way of a mirror image counter-transaction.
Further information on any fees which may be included in the sales price is set forth in the brochure „Customer Information Relating to Securities Transactions“ which is available at www.nordlb.de.
The information set forth in this Material shall supersede all previous versions of any relevant Material and refer exclusively to the date as of which this Material has been drawn up. Any future versions of this Material shall supersede this
present version. NORD/LB shall not be under any obligation to update and/or review this Material at regular intervals.
Therefore, no assurance can be given as to its currentness and continued accuracy.
By making use of this Material, the Recipient shall accept the foregoing terms and conditions.
NORD/LB is a member of the protection scheme of Deutsche Sparkassen-Finanzgruppe. Further information for the
Recipient is set forth in clause 28 of the General Terms and Conditions of NORD/LB or at www.dsgv.de/sicherungssystem.
Additional information for recipients in the UK
NORD/LB subject to limited regulation by the Financial Conduct Authority (“FCA”) und Prudential Regulation Authority
(“PRA”). Details about the extent of our regulation by the FCA and PRA are available from NORD/LB on request.
This Material is a financial promotion. Relevant Persons in the UK should contact NORD/LB’s London Branch, Investment
Banking Department, Telephone: 0044 / 2079725400 with any queries.
Investing in financial instruments referred to in this Material may expose an investor to a significant risk of losing all of the
amount invested.
Additional information for recipients in France
NORD/LB is partially regulated by the Autorité des Marchés Financiers for the conduct of French business. Details about
the extent of our regulation by the respective authorities are available from us on request.
This Material does not constitute investment research within the meaning of Article 24(1) Directive 2006/73/EC, Article
L.544-1 and R.621-30-1 of the French Monetary and Financial Code and does not qualify as research recommendation
under Directive 2003/6/EC and Directive 2003/125/EC.
Additional information for recipients in Austria
None of the information contained in this Material constitutes a solicitation or offer by NORD/LB or its affiliates to buy or
sell any securities, futures, options or other financial instruments or to participate in any other strategy. Only the published
prospectus pursuant to the Austrian Capital Market Act should be the basis for any investment decision of the Recipient.
For regulatory reasons, products mentioned in this Material may not being offered into Austria and are not available to
investors in Austria. Therefore, NORD/LB might not be able to sell or issue these products, nor shall it accept any request
to sell or issues these products, to investors located in Austria or to intermediaries acting on behalf of any such investors.
Additional information for recipients in Belgium
Evaluations of individual financial instruments on the basis of past performance are not necessarily indicative of future
results. It should be noted that the reported figures relate to past years.
Additional information for recipients in Cyprus
This Material does not constitute investment research within the meaning of the definition section of the Cyprus Directive
D1444-2007-01(No 426/07). Furthermore, this Material is provided for informational and advertising purposes only and
does not constitute an invitation or offer to sell or buy or subscribe any investment product.

Additional information for recipients in Denmark
This Material does not constitute a prospectus under Danish securities law and consequently is not required to be nor has
been filed with or approved by the Danish Financial Supervisory Authority as this Material either (i) has not been prepared
in the context of a public offering of securities in Denmark or the admission of securities to trading on a regulated market
within the meaning of the Danish Securities Trading Act or any executive orders issued pursuant thereto, or (ii) has been
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prepared in the context of a public offering of securities in Denmark or the admission of securities to trading on a regulated market in reliance on one or more of the exemptions from the requirement to prepare and publish a prospectus in the
Danish Securities Trading Act or any executive orders issued pursuant thereto.
Additional information for recipients in Greece
The information herein contained describes the view of the author at the time of its publication and it must not be used by
its Recipient unless having first confirmed that it remains accurate and up to date at the time of its use.
Past performance, simulations or forecasts are therefore not a reliable indicator of future results. Mutual funds have no
guaranteed performance and past returns do not guarantee future performance.
Additional information for recipients in Ireland
This Material has not been prepared in accordance with Directive 2003/71/EC, as amended, on prospectuses (the “Prospectus Directive”) or any measures made under the Prospectus Directive or the laws of any Member State or EEA treaty
adherent state that implement the Prospectus Directive or those measures and therefore may not contain all the information required where a document is prepared pursuant to the Prospectus Directive or those laws.
Additional information for recipients in Luxembourg
Under no circumstances shall this Material constitute an offer to sell, or issue or the solicitation of an offer to buy or subscribe for Products or Services in Luxembourg.
Additional information for recipients in Netherlands
The value of your investments may fluctuate. Results achieved in the past do not offer any guarantee for the future (De
waarde van uw belegging kan fluctueren. In het verleden behaalde resultaten bieden geen garantie voor de toekomst).
Additional information for recipients in Poland
This Material does not constitute a recommendation within the meaning of the Regulation of the Polish Minister of Finance Regarding Information Constituting Recommendations Concerning Financial Instruments or Issuers thereof dated
19 October 2005.
Additional information for recipients in Portugal
This Material is intended only for institutional clients and may not be (i) used by, (ii) copied by any means or (iii) distributed to any other kind of investor, in particular not to retail clients. This Material does not constitute or form part of an offer
to buy or sell any of the securities covered by the report nor can be understood as a request to buy or sell securities
where that practice may be deemed unlawful. This Material is based on information obtained from sources which we
believe to be reliable, but is not guaranteed as to accuracy or completeness. Unless otherwise stated, all views herein
contained are solely expression of our research and analysis and subject to change without notice.
Additional information for recipients in Sweden
This Material does not constitute or form part of, and should not be construed as a prospectus or offering memorandum
or an offer or invitation to acquire, sell, subscribe for or otherwise trade in shares, subscription rights or other securities
nor shall it or any part of it form the basis of or be relied on in connection with any contract or commitment whatsoever.
This Material has not been approved by any regulatory authority. Any offer of securities will only be made pursuant to an
applicable prospectus exemption under EC Prospectus Directive, and no offer of securities is being directed to any person or investor in any jurisdiction where such action is wholly or partially subject to legal restrictions or where such action
would require additional prospectuses, other offer documentation, registrations or other actions.
Additional information for recipients in Switzerland
This Material has not been approved by the Federal Banking Commission (merged into the Swiss Financial Market Supervisory Authority “FINMA” on 1 January 2009).
This Material does not constitute an issuing prospectus pursuant to article 652a or article 1156 of the Swiss Code of Obligations. This Material is published solely for the purpose of information on the products mentioned in this advertisement.
The products do not qualify as units of a collective investment scheme pursuant to the Federal Act on Collective Investment Schemes (CISA) and are therefore not subject to the supervision by the Swiss Financial Market Supervisory Authority (FINMA).
Additional information for recipients in Estonia
It is advisable to examine all the terms and conditions of the services provided by NORD/LB. If necessary, Recipient of
this Material should consult with an expert.
Additional information for recipients in Finland
The financial products described in this Material may not be offered or sold, directly or indirectly, to any resident of the
Republic of Finland or in the Republic of Finland, except pursuant to applicable Finnish laws and regulations. Specifically,
in the case of shares, those shares may not be offered or sold, directly or indirectly, to the public in the Republic of Fi nland as defined in the Finnish Securities Market Act (746/2012, as amended). The value of investments may go up or
down. There is no guarantee to get back the invested amount. Past performance is no guarantee of future results.
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Additional information for recipients in Czech Republic
There is no guarantee to get back the invested amount. Past performance is no guarantee of future results. The value of
investments could go up and down
The information contained in this Material is provided on a non-reliance basis and its author does not accept any responsibility for its content in terms of correctness, accuracy or otherwise.
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