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IKFW

KfW's 2008 business result marked by impacts of IKB rescue and financial market
crisis

27.03.2009 - 11:30 Uhr, KfwW

Frankfurt (ots) -

- Financing vol ume reached a record vol une
- Strong operating result despite increased interest rate

reductions
- Charges incurred fromI|KB risk protection and financial market
crisis led to net loss for the year of EUR 2.7 billion
- Dr Schroder: "KFWs operations continue to go strong, and the
bank will carry on its pronotional activities at a high |evel.
In 2009 the main priority will be the Federal Governnent's
economi ¢ stinmulus packages.” In what is becoming an increasingly difficult econonic
envi ronnent, KfW Bankengruppe has successfully continued its intensive pronotional
activities at a high level, reaching an overall volune of EUR 70.6 billion. The vol une of
financing commitnments even rose by 3.6%to a record EUR 69.0 billion (conparative period EUR
66.6 billion). Securitisations, on the other hand, plumeted to EUR 1.6 nmillion (conparative

period EUR 19.0 billion) as the markets for such products had dried up.

The increase in new financing business is also reflected in the KFW G oup's financial
statenents, which were prepared according to the rules of the International Financial
Reporting Standards (IFRS). OanM ng to intense demand for credit, the business vol une
increased by 8.9%to EUR 454.1 billion over 31 Decenber 2007 (EUR 417.0 billion), while the
bal ance sheet total even increased by 11.5%to EUR 394.8 billion.

The interest rate reductions offered by KfWwere further increased by 5.8%to EUR 606

mllion in the 2008 financial year. Despite the increase in financing operations, the
operating result before valuation of EUR 1.6 billion devel oped positively over the
conparative period (EUR 1.4 million), thus remaining the solid basis for sustainable

continuation of the high level of pronotional activities. The risk situation in the core
busi ness has turned out to be stable even though the I evel of pronotional lending is clearly
on the rise, and appropriate provisions were already nade in 2008 to account for the
particul ar risks posed by the spreading financial and economc crisis.

The Chairman of the Managi ng Board of KfW Bankengruppe, Dr U rich Schroder, said: "In spite
of the accelerated cyclical downturn and an attendant critical situation in the financial
mar kets, KfWhas successfully continued its pronotional activities at a high level. The

bal ance sheet result is heavily marked by the inmpacts of the risk protection for |IKB and by
the direct and indirect consequences of the nassive disruptions in the financial markets.
Neverthel ess, KfWs operations continue to go strong, and this provides the bank with a firm
basis on which to carry on its pronptional activities at a high level. As the econony
continues to cool off, in 2009 we will initially be focusing on swiftly inplenenting the
econom ¢ stinulus packages of the Federal Governnent, thereby responsibly fulfilling our
functions as Germany's biggest pronotional bank. To neet the planned funding requirenments of
EUR 75 billion we will use our tried and tested nmix of diverse instruments."

The conprehensive i ncone of the KFW G oup was affected by extraordinarily high charges in
2008 as well. As in the previous year they were caused, firstly, by the risk protection
nmeasures for and the sale of KFWs interest in KB, which had run into existential
difficulties. Secondly, the financial market crisis which was triggered by the US subprinme
crisis in 2007 and further worsened in the course of the year, led to nassive market

di sruptions by the end of 2008, resulting in negative inpacts on the securities portfolio
and the purely | FRS-induced earnings effects.

- In connection with the risk protection for and the sale of KfWs

interest in KB, charges totalling EUR 1.2 billion arose in

2008. The risks still remaining with KfWare |imted. - In the course of the
wor seni ng financial market crisis,

significant valuation | osses had to be reported across nearly

all investnment categories despite a conservative investnent

policy. In KfWs portfolio of approximately EUR 43 billion, the

i npact on earnings resulting fromthis anmbunted to a total of
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EUR 1.5 billion. - I'n addition, negative consequences fromthe Lehman Brothers

i nsol vency and the |cel and noratorium anbunted to EUR 0.7

billion. - Furthernore, the market disruptions resulted in EUR -0.6 billion

in purely | FRS-induced effects in the context of the valuation

of derivatives used exclusively for hedgi ng purposes in closed

ri sk positions. These earnings effects are econonically

unf ounded and shoul d therefore be disregarded in the assessnent

of the results. The consolidated |oss reported as of 31 Decenber 2008 despite strong
income fromcurrent operations was EUR 2.7 billion (conparative period: EUR -6.2 billion).

The consolidated | oss adjusted for the econonically unfounded charges anmounted to EUR 2.1
billion.
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