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KfW defies challenging market

09.07.2008 - 12:30 Uhr, KfW

Frankfurt (ots) -

- First-class credit quality offers investors worldw de a safe
haven
- Funding volume to increase slightly in 2008
- Sustai nabl e managenent of KfWs financial investnents In the first half of 2008 KfW
successfully defied the very volatile international capital markets with its funding
strategy. This was stated by Dr. Frank Czichowski, treasurer of KfW Bankengruppe, at today's
press conference in London on the German credit institution's capital market activities

KfWfunds its pronotional |ending business by issuing debt instrunents, and at the end of
2007 it had expected fundi ng needs of around EUR 70 billion for this year. Despite good news
fromthe German econony, the market environment has been considerably nmore difficult than in
the past as a result of the financial market crisis with all the related turbul ence and
pronounced volatility. "A flexible and transparent funding strategy has al ways been KfWs
trademark; beyond this the key to success this year lies in diligent timng for debt issues
as well as in choosing the proper maturity, and in what has been confirmed by market
observers to be a wary and fair pricing of KfWsecurities", explained Czi chowski .

In the first six nmonths of this year KfWhas already raised EUR 46.9 billion in over 200

i ndividual transactions in 22 different currencies; this is the liveliest funding activity
ever in a conparable period of tine. The main currencies were the euro (16.9 billion, 36%
the US dollar (equivalent of EUR 16.7 billion, 36% and the pound sterling (equival ent of
more than EUR 8.3 billion, 18%, which has firnmy established itself as the third core
currency.

Ei ght benchnmark bonds were issued in the first half alone. In the euro segnent a 3-year and
a 10-year benchmark were issued in a volune of EUR 5 billion each. In the USD segnent KfW

i ssued gl obal bonds of 3-, 5- and 10-years twice, with volunes of no less than USD 3 billion
each. Thus, nore than 50% of the funding in the first six months is nmade up of |arge-vol une
and highly liquid benchmark bonds in euros and US dollars in the equival ent of around EUR
23.8 billion. "Qur benchmark progranmes have proven their value as the nost inportant pillar
of our funding strategy. In the difficult current market environnent international investors
appreciate KfWs first-class credit quality, and they can rely on the performance of our
bonds", decl ared Czi chowski .

Furthernore, the five-year bond exchangeable into ordinary stock of Deutsche Tel ekom AG

whi ch was issued in May received great attention, successfully continuing the federa
government's and KfWs privatisation of the enterprise. This issue aroused great interest
anong institutional investors and al so i npressed nmany nmarket players with its volunme of EUR
3.3 billion.

Premature repaynent of USD bonds and foll ow up financing increases funding volune slightly
to around EUR 75 billion

The m d-year review of annual funding needs performed regularly by KfWhas led to a slight
increase in the funding volune fromaround EUR 70 billion to now EUR 75 billion. "As the
interest |level has declined, particularly in the USA, this year there will be increasingly
nmore premature repaynents of callable US dollar bonds. W plan to make foll ow up funding
transactions for these bonds. This will slightly increase our funding needs by a total of
around EUR 5 billion", explained KfWs treasurer.

Looki ng back on the successful first half of the year Czichowski expressed optim smthat KfW
will well manage the funding of the renmaining approximately EUR 28 billion. The focus of
KfWs international capital market activities will continue to be the euro and the US

dollar; the pound sterling, the Japanese yen and nunerous niche currencies in which KIw
offers investors debt instruments will also play their inportant part in the funding

A strategically inmportant novelty was introduced by KfWin the first quarter of this year by
adopting sustainability criteria in the managenment of its own financial investnments. The
bank had committed itself to apply these criteria by signing the UN Initiative "Principles
for Responsible Investnent” (UN-PRI). KfWnow bases its investnent decisions for its own
liquidity portfolio not only on the still inportant credit quality criterion but also on a
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rating and gives preference to issuers that neet the sustainability criteria
KfFW |In preparing this rating KfWcooperates with the sustainability rating

GrbH'. "Sustainability as a central theme that guides the pronotional

Kf W Bankengr uppe itself has thus also found its way into our capital market

al so hope that this step will further enhance the acceptance and

of the UNNPRI within the investment industry", said Czichowski.

For nore information on KFTWs funding and sustai nabl e financial investnment nanagement please
go to http://ww.kfw de/ EN Hone/ Presse/ Press_Conf erences/index.jsp and
http://ww. presseportal .de/ go2/ Socially_responsibl e_i nvest nent
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