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Key Rating Drivers

Owner Support Drives Ratings: Hamburgische Investitions- und Foerderbank’s (IFB Hamburg)
ratings are based on support from its owner, the State of Hamburg (AAA/Stable/F1+). Hamburg
explicitly guarantees the bank’s liabilities and provides a statutory guarantor’s liability
(Gewaehrtraegerhaftung) and a maintenance obligation (Anstaltslast), which ensures the
bank’s continuation as an economic entity. Unlike its German development bank peers, the bank
benefits from a full statutory loss absorption from Hamburg that offsets any annual loss.

Outlook Reflects Long-Term Support: These support mechanisms enable IFB Hamburg to fulfil
its mandate without restrictions, driving the bank’s Shareholder Support Rating (SSR) of ‘aaa’.
Support from the Federal Republic of Germany (AAA/Stable/F1+) underpins Hamburg's
creditworthiness via the German federal solidarity system. The Stable Outlook on the bank’s
Long-Term Issuer Default Rating (IDR) reflects Fitch Ratings’ view that Hamburg’s support
propensity is unlikely to change due to IFB Hamburg’s strategic role for the regional economy.

Public-Law Regional Development Bank: IFB Hamburg’s primary mandate is to support
Hamburg’s economic, environmental, social and business development and innovation with
loans, subsidies and guarantees to smaller enterprises and start-ups. It lends mostly to social,
affordable and energy-efficient real estate projects. It also performs special tasks for Hamburg,
and, to a smaller extent, participates in projects initiated by European development institutions.

Support Compliant with EU Rules: Like those of its peers, IFB Hamburg’s business model
complies with EU state-aid rules as it exclusively undertakes non-competitive activities. A state
guarantee framework agreed in 2002 by Germany and the European Commission allows
German public development banks to receive state support.

Insolvency Remote by Law: IFB Hamburg is exempt from the Capital Requirement Regulation
(CRR), the Single Resolution Mechanism, the Recovery and Resolution Act and the
Restructuring Fund Act. This releases the bank from the obligation to draw up recovery plans.
It is not subject to the German Deposit Guarantee Act.

Guarantee Facilitates Market Funding: Banks and insurance companies investing in IFB
Hamburg's debt benefit from 0% regulatory risk weights and Level 1 treatment for their
liquidity coverage ratio. This reflects Hamburg’s guarantee and provides the bank with reliable
access to the debt markets.

Rating Sensitivities

Downgrade Sensitivities: A downgrade of Hamburg’s IDRs would trigger a downgrade of IFB
Hamburg’s IDRs and senior debt ratings. IFB Hamburg’s ratings are also sensitive to changes in
Fitch’s assumptions about Hamburg’s propensity to support. This could result from a weakening
of the terms of the guarantee.

Upgrade Sensitivities: IFB Hamburg's ratings are at the highest level on Fitch’s rating scale and
therefore cannot be upgraded.
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Debt Rating Classes
Rating level Rating

Senior Unsecured (Long-Term) AAA

Source: Fitch Ratings Hamburg

IFB Hamburg's long-term senior unsecured debt rating is aligned with its Long-Term IDR, which
is at the highest possible level.

Significant Changes

Limited Vulnerability to Deteriorating Environment

IFB Hamburg’s business is regional and finances mainly social housing projects in Hamburg and
provides promotional services for corporates, local municipalities and households. It is thus not
directly exposed to Russia or Ukraine. Nevertheless, its promotional activities are linked to
factors that affect the dynamics of the national and regional economy. In cooperation with KfW,
the sovereign’s development institution, IFB Hamburg is currently reviewing support
programmes to mitigate the impact of second-round effects of the Ukrainian war on the
economy, particularly high gas and energy prices.

We expect the operating environment for German banks to deteriorate as lockdowns in China
and the war in Ukraine hinder the post-pandemic economic recovery and affect business and
consumer confidence and credit volumes by exacerbating supply-chain disruptions, energy
price inflation and raw material shortages.

German Growth Forecast Lowered

Fitch expects German GDP growth to be slower than Fitch had previously expected. As Russian
natural gas accounts for 19% of Germany’s total primary energy consumption, the German
industry remains exposed to gas supply and price volatility. The latest wage agreementsin 1Q22
foresee a 4.4% annual wage increase, and a minimum wage increase is planned in 4Q22. Fitch
expects a headline inflation of 5.6% to end-2022, which will squeeze household income and
consumer spending.

Hamburg’'s Economy Underperformed Germany

Hamburg's real GDP grew by 2.0% in 2021 (-6.7% in 2020), slightly weaker than the nationwide
GDP growth of 2.9%. The lag behind the nationwide average is primarily due to a weaker
manufacturing sector. Nevertheless, the number of insolvencies in Hamburg remained low
given the size of national and regional pandemic support measures.

Pandemic Relief Dominates Support

IFB Hamburg’s support to corporates, SMEs and households remained substantial in 2021. The
bank paid out EUR2.3 billion grants in conjunction with the pandemic (including national
support) in 2021 and more than EURO0.4 billion to end-1H22, accumulating to a total
EUR3.4 billion since March 2020. IFB Hamburg’s core promotional lending business moderately
declined to EUR639 millionin 2021. We expect some reversal as most of the pandemic support
programmes are being phased out in 2H22.

Hamburg'’s housing sector remained resilient reflecting the scarcity of social housing stock
despite rising interest rates, high inflation and lower affordability. Incoming orders for housing
construction rose sharply in 1Q22, but IFB Hamburg expects some cooling down later in 2022.

High Liquidity and Moderate Funding

Like most development bank peers, IFB Hamburg participated in 2021 in the ECB’s targeted
longer-term refinancing operations (TLTRO), which boosted its liquidity coverage ratio. IFB
Hamburg’s issuance volume of unsecured bonds was moderate, totalling EUR60 million, and
within its targeted range.
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Germany
Summary Financials and Key Ratios
31Dec21 31 Dec 20 31Dec 19 31Dec 18
(EURm) (EURm) (EURm) (EURm)
Summary income statement
Net interest and dividend income 56.5 56.9 36.2 50.2
Net fees and commissions -0.3 0.9 1.3 24
Other operating income 511 20.8 57 4.9
Total operating income 107.3 78.6 43.2 57.5
Operating costs 77.0 41.9 32.1 30.9
Pre-impairment operating profit 30.3 36.7 11.1 26.6
Loan and other impairment charges 8.1 12.6 3.4 6.6
Operating profit 22.2 24.1 7.7 20.0
Other non-operating items (net) -21.5 -23.5 -7.1 -19.3
Net income 0.7 0.6 0.6 0.7
Summary balance sheet
Assets
Gross loans 5,356.1 5,184.5 4,994.5 4,854.7
Loan loss allowances 9.4 9.6 9.1 10.6
Net loans 5,346.7 5,174.9 49854 4,844.1
Interbank 234.9 226.1 236.8 207.0
Other securities and earning assets 577.9 470.4 322.8 266.2
Total earning assets 6,159.5 58714 5,545.0 5,317.3
Cash and due from banks 0.3 0.0 6.1 0.0
Other assets 122.5 114.7 40.0 28.8
Total assets 6,282.3 5,986.1 5,591.1 5,346.1
Liabilities
Customer deposits 239.2 2440 343.6 273.8
Interbank and other short-term funding 3,072.5 2,905.2 2,723.7 2,759.7
Other long-term funding 1,854.5 1,794.4 1,554.4 1,354.5
Total funding and derivatives 5,166.2 4,943.6 4,621.7 4,388.0
Other liabilities 296.9 2240 151.5 140.8
Total equity 819.2 818.5 817.9 817.3
Total liabilities and equity 6,282.3 5,986.1 5591.1 5,346.1
Source: Fitch Ratings, Fitch Solutions, IFB Hamburg
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Germany
Summary Financials and Key Ratios
31Dec21 31 Dec 20 31Dec 19 31Dec 18
Ratios (annualised as appropriate)
Profitability
Operating profit/risk-weighted assets 0.7 0.7 0.2 0.6
Net interest income/average earning assets 0.9 1.0 0.7 1.0
Non-interest expense/gross revenue 718 53.3 74.3 53.7
Net income/average equity 0.1 0.1 0.1 0.1
Asset quality
Impaired loans ratio n.a. n.a. 0.2 0.4
Growth in gross loans 3.3 3.8 2.9 6.7
Loan loss allowances/impaired loans n.a. n.a. 119.7 52.7
Loan impairment charges/average gross loans 0.2 0.3 0.1 0.2
Capitalisation
Common equity Tier 1 ratio 26.4 23.1 234 23.5
Tangible common equity/tangible assets 13.0 13.7 14.6 15.3
Basel leverage ratio n.a. n.a. 13.9 14.5
Net impaired loans/common equity Tier 1 n.a. n.a. -0.2 1.2
Funding and liquidity
Gross loans/customer deposits 2,239.2 2,124.8 1,453.6 1,773.1
Liquidity coverage ratio 970 320. 237 150
Customer deposits/total non-equity funding 4.6 4.9 7.4 6.2
Net stable funding ratio 120.6 n.a. n.a. n.a.

Source: Fitch Ratings, Fitch Solutions, IFB Hamburg
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Shareholder Support

The strong statutory support mechanisms and IFB Hamburg’s important strategic role for
Hamburg'’s economy have a high influence on the bank’s SSR and drive the alignment of its IDRs
with those of Hamburg.

Shareholder Support

Shareholder IDR AAA
Total Adjustments (notches) 0
Shareholder Support Rating aaa

Shareholder ability to support

Shareholder Rating AAA/ S table
Shareholder regulation Equalised
Relative size Equalised

Country risks Equalised

Shareholder propensity to support
Role in group Equalised
Reputational risk Equalised
Integration Equalised
Support record Equalised
Subsidiary performance and prospects Equalised

Legal commitments Equalised

The colours indicate the weighting of each KRD in the assessment.
I Higher influence I Moderate influence 8 Lower influence
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Environmental, Social and Governance Considerations
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Unless otherwise disclosed in this section, the highest level of ESG credit relevance is a score of
‘3". This means ESG issues are credit neutral or have only a minimal credit impact on the entity,
either due to their nature or the way in which they are being managed by the entity. For more
information on Fitch’s ESG Relevance Scores, visit www.fitchratings.com/esg
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The ratings above were solicited and assigned or maintained at the request of the rated
entity/issuer or a related third party. Any exceptions follow below.

DISCLAIMER & DISCLOSURES

All Fitch Ratings (Fitch) credit ratings are subject to certain limitations and disclaimers. Please read these
limitations and disclaimers by following this link: https://www.fitchratings.com/understandingcreditratings. In
addition, the following https://www.fitchratings.com/rating-definitions-document details Fitch’s rating definitions
for each rating scale and rating categories, including definitions relating to default. Published ratings, criteria, and
methodologies are available from this site at all times. Fitch’s code of conduct, confidentiality, conflicts of interest,
affiliate firewall, compliance, and other relevant policies and procedures are also available from the Code of
Conduct section of this site. Directors and shareholders’ relevant interests are available at
https://www fitchratings.com/site/regulatory. Fitch may have provided another permissible or ancillary service to
the rated entity or its related third parties. Details of permissible or ancillary service(s) for which the lead analyst
is based in an ESMA- or FCA-registered Fitch Ratings company (or branch of such a company) can be found on the
entity summary page for this issuer on the Fitch Ratings website.

In issuing and maintaining its ratings and in making other reports (including forecast information), Fitch relies on factual information it receives
from issuers and underwriters and from other sources Fitch believes to be credible. Fitch conducts a reasonable investigation of the factual
information relied upon by it in accordance with its ratings methodology, and obtains reasonable verification of that information from
independent sources, to the extent such sources are available for a given security or in a given jurisdiction. The manner of Fitch’s factual
investigation and the scope of the third-party verification it obtains will vary depending on the nature of the rated security and its issuer, the
requirements and practices in the jurisdiction in which the rated security is offered and sold and/or the issuer is located, the availability and
nature of relevant public information, access to the management of the issuer and its advisers, the availability of pre-existing third-party
verifications such as audit reports, agreed-upon procedures letters, appraisals, actuarial reports, engineering reports, legal opinions and other
reports provided by third parties, the availability of independent and competent third- party verification sources with respect to the particular
security or in the particular jurisdiction of the issuer, and a variety of other factors. Users of Fitch’s ratings and reports should understand that
neither an enhanced factual investigation nor any third-party verification can ensure that all of the information Fitch relies on in connection
with arating or areport will be accurate and complete. Ultimately, the issuer and its advisers are responsible for the accuracy of the information
they provide to Fitch and to the market in offering documents and other reports. In issuing its ratings and its reports, Fitch must rely on the
work of experts, including independent auditors with respect to financial statements and attorneys with respect to legal and tax matters.
Further, ratings and forecasts of financial and other information are inherently forward-looking and embody assumptions and predictions about
future events that by their nature cannot be verified as facts. As a result, despite any verification of current facts, ratings and forecasts can be
affected by future events or conditions that were not anticipated at the time a rating or forecast was issued or affirmed.

The information in this report is provided "as is" without any representation or warranty of any kind, and Fitch does not represent or warrant
that the report or any of its contents will meet any of the requirements of a recipient of the report. A Fitch rating is an opinion as to the
creditworthiness of a security. This opinion and reports made by Fitch are based on established criteria and methodologies that Fitch is
continuously evaluating and updating. Therefore, ratings and reports are the collective work product of Fitch and no individual, or group of
individuals, is solely responsible for a rating or a report. The rating does not address the risk of loss due to risks other than credit risk, unless
such risk is specifically mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have shared authorship. Individuals
identified in a Fitch report were involved in, but are not solely responsible for, the opinions stated therein. The individuals are named for contact
purposes only. A report providing a Fitch rating is neither a prospectus nor a substitute for the information assembled, verified and presented
to investors by the issuer and its agents in connection with the sale of the securities. Ratings may be changed or withdrawn at any time for any
reason in the sole discretion of Fitch. Fitch does not provide investment advice of any sort. Ratings are not a recommendation to buy, sell, or
hold any security. Ratings do not comment on the adequacy of market price, the suitability of any security for a particular investor, or the tax-
exempt nature or taxability of payments made in respect to any security. Fitch receives fees from issuers, insurers, guarantors, other obligors,
and underwriters for rating securities. Such fees generally vary from US$1,000 to US$750,000 (or the applicable currency equivalent) per issue.
In certain cases, Fitch will rate all or a number of issues issued by a particular issuer, or insured or guaranteed by a particular insurer or
guarantor, for asingle annual fee. Such fees are expected to vary from US$10,000 to US$1,500,000 (or the applicable currency equivalent). The
assignment, publication, or dissemination of a rating by Fitch shall not constitute a consent by Fitch to use its name as an expert in connection
with any registration statement filed under the United States securities laws, the Financial Services and Markets Act of 2000 of the United
Kingdom, or the securities laws of any particular jurisdiction. Due to the relative efficiency of electronic publishing and distribution, Fitch
research may be available to electronic subscribers up to three days earlier than to print subscribers.

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an Australian financial services license (AFS license no.
337123) which authorizes it to provide credit ratings to wholesale clients only. Credit ratings information published by Fitch is not intended to
be used by persons who are retail clients within the meaning of the Corporations Act 2001.

Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a Nationally Recognized Statistical Rating Organization
(the "NRSRO"). While certain of the NRSRO’s credit rating subsidiaries are listed on Item 3 of Form NRSRO and as such are authorized to issue
credit ratings on behalf of the NRSRO (see https://www.fitchratings.com/site/regulatory), other credit rating subsidiaries are not listed on Form
NRSRO (the "non-NRSROs") and therefore credit ratings issued by those subsidiaries are not issued on behalf of the NRSRO. However, non-
NRSRO personnel may participate in determining credit ratings issued by or on behalf of the NRSRO.
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