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Frankfurt (ots) - 18 Novenmber 1948: entry into force of the Law Concerning Kf W Pronoti onal
loans totalling nearly one trillion euros awarded since its foundati on Pronotional
programmes now financed to 94 per cent with capital market funds

Exactly 60 years ago to the day, on 18 Novenber 1948, the Law Con-cerni ng KfW (KfWLaw) took
ef fect, paving the way for the | ong-term support of the Gernman econony. Shortly afterwards

Kf W Bankengruppe, at the tine still referred to by its old nane of Kreditanstalt fur
W eder auf bau, took up its pronotional business. Since then, tine after tine inportant
driving forces have been reinforced and new, prom sing devel opnents have been initiated - in

the econony, but also in society. "Fromthe begi nning KfWwas nore than sinply a
"channelling institution" for foreign donor funds. After the war it was the first bank to be
i ncorporated under public law by German | egislators and assigned a nyriad of tasks. KfWs
history is closely interwoven with the econonic devel opment of the Federal Republic of
Gernmany. What is nore, its establishment in Frankfurt was the trigger for the further

devel oprment of Frankfurt as a financial |ocation", explained Dr Urich Schréder, CEO of KfW
Bankengruppe. "In the future, too, KFWwll continue to play a role in formng the econony
and society in conjunction with its official mission to provide support. Especially in
difficult economc times such as the ones we are currently experiencing, there is a
particularly strong need for a pronotional bank |ike KfWto boost the econony and the
country's financial centre. On this day | particularly thank all those former and current
enpl oy-ees of KfWwho have contributed so much to enabling us to successfully perform our
pronotional mandate".

Practically fromthe outset the pronotional mandate assigned to KfW Bankengruppe, which
today al so includes KfWIPEX-Bank - spun off into an independent subsidiary as at 1 January
2008 - and, since 2001, Deutsche Investitions- und Entw cklungsgesel |l schaft (DEG, went
beyond the borders of the Federal Republic. After its merger with the Staatsbank Berlin (in
1994) and Deut sche Ausgl ei chsbank (in 2003), KfWhas becone Europe's |argest pronotional
bank by far - and serves as a nodel for many other promotional banks all over the gl obe.
Today KfW Bankengruppe enpl oys 3800 staff altogether and its bal ance sheet total adds up to
EUR 354 billion (2007).

During the six decades of the bank's existence, the overall econonic and social conditions
have changed - and with them KfWs organi sational structure and pronoti onal tasks. Today the
bank grants favourable loans to snmall and nedi umsized enterprises, supports infrastructure
and home construction, and advances climate protection. Its core tasks al so enconpass export
finance and Gernan Fi nanci al Cooperation with devel oping and industrialising countries. A
conparatively new but increasingly inmportant future field is education finance.

Wereas at the beginning KFWfinanced its pronotional activities alnost conpletely with
public funds, today it refinances its pronotional volune to 94 per cent with capital narket
funds. A nmere six per cent cone fromthe federal budget. Last year the bank's pronotional
volune attained EUR 87.1 billion - the largest in its 60-year history. Since its foundation
KfWhas granted nearly one trillion euros (at the current conversion rate) in loans in sone
30 different currencies within Gernmany and throughout the world.

KfWs early days are closely associated with the Marshall Plan (European Recovery Programe,
or ERP) for the reconstruction of Europe. The bank, endowed with equity of one million

deut schrmarks and Marshall Plan funds, was to support the reconstruction of the German
econony. G ven the housing shortage, in the post-war era the construction of hou-sing was
the top pronotional priority. Housing finance reenerged as a key pronotional area after
German unification in the early 1990s. Already by 1997 around 3.2 million apartnments had
been nodernised in the new federal states with KfWs hel p. Today honebuil ding finance is
closely tied to the pronotion of climate protection: at over EUR 14.6 billion, financing for
housi ng i nvestments accounts for a good 42 per cent of all pronotional |oans extended by KfWwW
For der bank.

SME finance becane inportant in the 1970s, when the first major ener-gy crisis caused
econom ¢ distortions all over the globe. The experience collected during the structural
shift of the econony over the two decades that followed became useful in the post-

uni fication reconstruction efforts. 99 per cent of all enterprises in eastern Gernany are
currently small or mid-sized. Sinultaneously, KfWs range of pronotional instrunments is
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continuously adapted to changing conditions. |Innovative instrunents such as asset
securitisation, for instance, are further developed in order to inprove the overall
conditions for SME finance.

Wth its "Small SMES" initiative KiWis also helping to inprove the finan-cing situation of
small and m cro businesses. Approximately one out of every five euros provided to the

busi ness sector in the formof a KfWloan is granted to an SME - totalling over EUR 13.2
billion in 2007.

KfWs activities that it conducts in other countries on behalf of the Ger-nan Government
have increased since the beginning of the 1960s. The focus of devel opment support, once on
| arge-scale infrastructure projects in the formof capital assistance for devel opi ng
countries, shifted towards direct poverty reduction neasures as of 1970. These days nore is
bei ng asked of the devel oping countries: a counterpart contribution, greater willingness to
reform and al so good governance. To sustainably inprove conditions for the people in

devel opi ng countries, KfWincrea-singly adds funds of its own: |ast year 57 per cent of
comitments were financed with funds raised in the capital market.

One of KfFWs ol dest business areas is export and project finance, with roots tracing back to
the 1950s. At that time, the export of industrial in-stallations was extremely inportant
econom cally and worthy of support. Since the 1980s KfWhas been increasing the share of
capital market funds in its export finance operations. The revenues fromthese activities
were and still are an effective and sustainable source of support for the pronotional

busi ness of KfW Bankengruppe throughout Germany. A separation of pronotional and conpetitive
busi ness as required by Brussels in 2003 led to the spin-off of export and project finance
into an i ndependent subsidiary - KfWIPEX-Bank, which |launched its operations on 1 January
2008.

KfWwas the first German pronotional institution to finance ecol ogical protection neasures
in the water and agricultural sectors as early as the 1950s and 1960s. Back then, no one
explicitly tal ked about environnental protection, as the prime focus was on reversing

ecol ogi cal damage in the nunicipal sector. Wen environnental awareness started growing in
the 1980s, KfWs environnmental progranmes began to attract busines-ses as well. After

uni fication KfW provi ded consi derable funds specifically to remedy the environnental danmage
in the chenmical and lignite m-ning districts in the new Lander. Today one main focus of
KfWs envi-ronnental and climte protection finance is on housing construction. The
pronotional initiative targeting energy-saving rehabilitati on neasures that KfWIaunched in
the housing sector in 2006 enabled it to reach out to a broad audi ence of private honeowners
on the | ookout for finance - and 1.6 mllion tonnes of CO2 em ssions p.a. were able to be
reduced permanently solely through the investnents sparked in 2006 and 2007 under its energy
and clinmate protection programmes.

The fact that Germany has been playing a leading role in climate policy for nmany years can,
in part, be credited to a visionary strategy that has been pursued in the field of
environmental protection froman early stage. Today KfWis one of the key financiers of
renewabl e energies, both within Germany and abroad. Germany's "nunber one environnental
bank" invests around 20 per cent of its overall financing volume in national and
international climte projects.

For nore about KfWs history see www. kfw de / About KfW Banken-gruppe / Qur History.
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