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History of the bank

), Eurociy

The cornerstoneof Eurocity Bankwas laid
down in 1987 by Thomas Gries and
Wolfgang Heisselwith the foundation of
Gries& HeisseBankiergn Berlin

The essential milestone within the
transition from Gries& HeisselBankiersto
EurocityBanktook placein 2012

A group of investors, consisting of an
international publicly listed enterprise and
Austrian private investors acquired all
sharesof Gries& HeisseBankiers

This acquisition enabled the bank to

transfer competent knowledge by having
access to longstanding and successful
experiencesin the global financial market
aswell asthe capabilityto maintain and to

develop further international business
activitiesand networks

The EuropeanFinancecentre Frankfurtam
Main was chosenas the banks new head
guarter, in order to playa role in the global

financialmarketplace

Themanagementis continuouslyanxiousto
accommodatenew requirementsfaced by
the bankasa modernbankinginstitution in
order to continueto successfullyarticipate
in the market




Our principles

Elllarfmcrity

Principles,like experienceand innovation,
form the foundation of our enterprise
philosophy and are directives for our
decisions The recognition by our
customersconfirmsuson this way.

Experienceand tradition

By experienceand profound knowledgewe
createthe basis by innovationand modern
spirit we createsolutions

Traditional values, like trust, integrity, and
esteem are the foundation of our house
andeverybusinesgelation.

Innovation and modern spirit

It is not our aim to become one of the
biggest banks in the market By
developmentof innovativeideas,individual
and customerneedsoriented solutionsand
a modern blend of classicalbanking and
specific niche products, we try to
distinguishourselvedrom other banks

Independenceand flexibility

Due to the shareholder structure of our
bankwe are independentfrom institutional
interests and influences, economically as

well aslegally In our thinkingand actionwe
feel ourselvesexclusivelycommitted to the
interestof our customers

Focuson our strengths

We concentrateupon businesssegmentsin
which we have specific competencesand
on businessrelations which shall create
addedvaluefor our customersand thereby
leadto long-term andreliablepartnerships

Internationality

Through international business relations
and an intensive network of cooperation
partners we act in the global financial
market with the necessarymobility and
quickness



Boardsof the bank

Supervisoryboard
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Reportof the supervisoryboard
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During the financial year 2016 the

Supervisory Board fulfilled all duties
incumbenton them in accordancewith the

law, the Articles of Incorporation and the

bylawswith the greatestpossibleaccuracy,
supervisedhe Boardof ManagingDirectors
continuouslyand advisedthem regularlyin

managemenissues

The SupervisoryBoardmet in three regular
meetings At these meetings, the
SupervisoryBoard was informed in detail
aboutthe current situation, businesolicy,
business planning including financial and
investment planning as well as the Bank's
asset,financial and earningssituation, risk
managementandcompliance

In these meetings, we discussed in
particular all important businesssubjects
relevantto the companybasedon written
and oral managementreports and verified
their plausibility Opportunities and risks
stemming from strategic steps as well as
critical operationalissueswere presentedto
the Supervisory Board in a clear and
differentiated way. The SupervisoryBoard
has approved each individual business
subjectto the extent asrequired by law or

by the Articlesof Incorporation

The composition of the SupervisoryBoard
was amended by the Resolution of the
Extraordinary General Assembly dated
December 16, 2016 whereby now the
SupervisoryBoard consistsof four instead
of sixmembers

The audit company KPMG AG
Wirtschaftsprifungsgesellschafwwho was
determined by the Ordinary General
Assemblyas auditor, reviewed the annual
financial statements as well as the
managementeport of EurocityBankAGfor
the financial year 2016 prepared by the
Board of ManagingDirectorsand certified
with anunrestrictedopinion.

The yearend report was drawn up in
accordance with the provisions of the
German Commercial Code
(Handelsgesetzbu¢chHGB) At its meeting
on May 31, 2017, the SupervisoryBoard
discussedthe annual financial statements
and the managementreport of Eurocity
BankAG



Reportof the supervisoryboard
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The representativesof the audit company entire SupervisoryBoard

attended the meeting on May 31, 2017,

presentedthe most significantaudit results
and were availablefor questions Theyear

endreport wasdiscussedn detail with both

members of the Board of Managing
Directors and with the representativesof

the auditcompany

After its final examinationthe Supervisory
Boardraisesno objectionsto the yearend
report and approves the results of the
annual audit. Thusthe SupervisoryBoard
approvedthe yearend report prepared by
the Board of Managing Directors as of
Decembeidl, 2016

| would like to thank the Managing
Directors, all the employees and the
employee representativesfor their great
commitmentand the work accomplishedn
the past financial year on behalf of the

Frankfurtam Main, Junel2th,2017

'(/V“VIU,L /]

I
MustafaSahin

(chairman
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Overalleconomicconditions

In 2016, the global economy also remaine
at a stable level of around 3.0%. The
moderately declining growth in the
eurozoneand the USA slowed down, while
the emerging and other industrialized
countries were slowly pickingp
momentum.

Inthe US, the economic Performance for
2016 was with 1.6% lower than the
previous year. The American labor market
was stable and characterized by a lower
unemployment rate as well as by rising
wages. The new President, Trump, has
announced comprehensive tax reductions
and also a comprehensive infrastructure
strategy.

Despiteof the fact that the mood was
clouded by theBrexitreferendum in the
middle of the year, theurozonerecorded a
growth of 1.7% in 2016. The main growth
driver continues to be the private
consumption. This ivouredby continued
employment as well as rising wages.
Inflation was at a low level due to falling oi
prices in the first half of thgear.

However it rose again slightly towards the

end of the year. Political uncertainty,

dcautious growth outside the EU and weak
world trade have negative impacts on
growth prospects.

In Germany, a stable and enhancing growth
was reached at 1.9% in 2016. This was
mainly due to strong domestic demand
contributed mainly to this result. Private
consumption benefited from the good labor
market situation and the high growth in real
disposable income. Weaker trade in the
world has dampened the rise of exports,
while export activities of German
companies outside the European Union
were slowingdown.

Economigyrowth in the emerging and
developing countries was slightly negative.
Also in China to, economic growth declined
slightly. Japan is still struggling against
slipping into recession since growth has
slowed down once again. The economies of
Brazil and Russia are in the recession. While
the Brazilian economy shrank by 3.5%
roughly, the recession in Russia was oenly

| 0-2%.
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The economic situation in Turkey was also Inaddition, the war in Syria as well as the
characterized by the uncertainty about continuing refugee problem underline the
further political developments in 2016. (security) political importance of Turkey for
Terrorist attacks shook Turkey throughout Europe.

the year. Not only Turkish society remains

traumatized, but the once booming young population economic problems such

econ.omy has also been dama%?ed- The as current account deficit (4.4% of GDP),
Turkish Pound felt sharply against hard high inflation (8.5%) and high
currencies such as EUR dnféiD.

However Turkey offers with its wetrained

unemployment struggling and is highly

Neverthelessit is likely that economic dependent on foreign capital investments,
growth in Turkey in 2016 will be 3.2% Turkey is and remains an important market
(previous year: 4.0%). Both the annual for us.

budget deficit of currently 1.9% of GDP and
the total debt ratio of 31.7% of GDP are
well below the Maastricht threshold. For
2017, the Turkish government forecasts an still exposed to strong stress factors. The
economic growth of around 4.4%. On the main challenge is the ongoing low interest

other hand, the EU Commission forecasts d@t€, Which is due to the expansive
growth of about 3.06. monetary policy of the European Central

Bank. Despite the favorable refinancing
conditions involved, this policy not only

Developmentof the bankingindustry

Thebanking sector in the Euro area remains

With regard to its geostrategic situation,

Turkey is, from many points of view, an leads to lower margins and thus to falling
important country for the Western world. _interest income but also ensures that the
There are some good examples: Turk_ey 'S Bisks are not adequately priced in. On the
member of NATO. As an energy transit other hand, the abilities of banks to grow

country, Turkey is an important EU trading volumes are more and more restricted by
partner. Furthermore, it is very closely

linked to the EU in terms of the losigrm
customsunion.

expansive capital and risk management
requirements
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Furthermore The growth of broad cash Dueto the ongoing low interest rate phase
remained stable also in the third quarter of and the ongoing expansive monetary policy
2016. The same was able to enlarge in the of the European Central Bank, we continue
last quarter. The growth of lending to the  to expect lowmargins.

private sector meanwhile picked up at the Ourbusiness plan for 2017 is based on the

end of2016. following assumptions: In the euro area
Thedriving force behind the growth of interest rates will remain low. In the US
broad monetary resources were internal  dollar, we are assuming rising interest rates.
sources of money creation. The annual It is to be expected that capital from

growth rate of MFI book loans to the emerging countries will continue to flow
private sector continued to grow R016. into the developed countries; This could

leadto the continuation of the yield

Booklending to nonfinancial corporations
increase trendn marketbonds.

picked up at the end of the year after
having lost a little momentum in the third  TheY lF Ay LJX 'y @I f dzS &
guarter. On the whole, the growth of book (financial performance indicators) are the

loans to nonfinancial corporations has net interest income, net profit for the year,
clearly recovered compared with the low the administrative expenses, the financial
level in the first quarter of 2014. In result from the sale of securities, and

Germany, both the money supply and the ultimately the net profit for the year,
book loans to the private sector showed a resulting in a return on equity of 3.86% as
steady growth the target for2017.

Expected development Onthe cost side, administrative expenses
are expected to fall by 17%. On the basis of
the multiannual business planning, it is
assumed that the annual surpluses will
increase annually in the period from 2017
to 2019

Forthe year 2017, we expect the economic
growth to continue in Germany. In its
prediction, the Bundesbank assumes an
economic growth of 1.%.

10
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Report onthe business situation:of the;:company

Dueto the lowinterest phase, we intend to
increase both the customer credit and the
securities portfolio by a total of 14.12% in
order to realize the planned net interest
income. This will also lead to a rise in risks.
The riskbearing capacity of the bank is
ensured.

Frankfurtam Main, Junelbsth, 2017

Met: n Hanspeter voix

| N
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Balancesheet

The balance sheet total &urocityBank AG amounted to EUR3.4 Mia at31stDec. 2016
(2015: EUR 118Mi0).

Balance sheet total
in Mio EUR

2012 2013 2014 2015 2016
2012 2013 2014 2015 2016
Balancesheettotal
in Mio EUR 31.4 122.1 94.6 118.4 133.4

13
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Balancesheet

), Eurcci

Receivableshownin the balancesheetaccordingo their maturities

Upto 3 From3 From1year More than 5
months monthsto 1 to 5yrs yrs
year

Mio EUR Mio EUR Mio EUR Mio EUR
from receivables due credit 2.32 11.78 0.00 0.00
institutions (A2b)
from receivables due 5.57 8.31 19.00 30.00
customers (A3)

Interest with accrual date after 31.12.16 is receivabledrom affiliates or affiliated
shown in column until three months. companies.

Receivabledglue customers (A3) include of Theaforementioned receivables are all
EUR2.5Mio. Claims(2015:EURL.63 securitized receivables.
Mio.) with undefined maturity.

Amongstour receivables due from
customer and due from banks thern®

14



Balancesheet
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Liabilitiesshownin the balancesheetaccordingo their maturities

Liabilities due to credit
institutions with an agreed
maturity and cancelation period
(P1b)

Other liabilities to customers with
an agreed maturity or cancelation
period (P2bb)

Upto 3 From3 From1year More than 5
months monthsto 1 to 5yrs yrs
year
Mio EUR Mio EUR Mio EUR Mio EUR
30.80 4.00 20.00 0.00
9.80 0.90 40.68 3.59

For open market operations with the

Deutsche Bundesbankecurities

amounting toEUR 20.3Mio. (2015: EUR

23.40 Mio)have been pledged.

Atthe 31st December 2016 open market
operations of EUR 45.08/io. (2015: EUR
26.00Mio.) have been utilized irotal.

Overnightdeposits include liabil

ities oEUR

0.09Mio. due to one of theshareholders.
Otherliabilities amounted t&EUR 0.44 Mio

from foreign exchange forward
transactions EURD.24 Mio from

Supervisory Board remuneration, and EUR
0.05 Miofrom a passive adjustment item

resulting from currency translation.

Theabove liabilities are exclusively to non
securitizediabilities.

Deferredincome includeslisagioamounts
of EUR 0.0lio. (2015: EUR 0.0io).

15



Profit & lossstatement

Interest surplus

Commissiorsurplus

Other operatingincome

Administration costs

Earningsbefore tax

2015 2016
Mio EUR Mio EUR
1.41 2.11
0.01 -0.02
1.77 2.44
2.96 3.10
-0.29 0.23

Mio EUR

fl. ey

2016
Mio EUR

I Interest surplus
1 Commission surplus
B Administration costs

® Earnings before tax

16



Equity and development

After the capitalincreasein December2015the paid- in capitalamountsto EUR21.50 Mio.

Thisensuresa solidandsufficientcapitalbase

Financialequity

Liableequity

Solvencyratio

2012 2013 2014 2015 2016
Mio EUR Mio EUR Mio EUR Mio EUR Mio EUR
136.66 19.51 19.23 20.43 20.65
13.46 17.66 19.22 18.73 20.14
63.94 % 16.79% 24.45% 19.30% 18.25%

The 0 | Yy taQital fund amounts to EUR ThusBalancesheetis structured according

26.00 Mio (2015 EUR20.00 Mio) of which
EUR21.50 Mio is paidin and s classifiedin

to the applicationform No. 1 of the before
said ordinance and the Profit and Loss

EUR 26.00 Mio no-par-value registered Accountaccordingto the applicationform

shareswith afacevalueof EURL each

Annualaccountsare drawn up accordingto

No. 2 (accountsstatemen).

Information about items, which can be

the rulesof the GermanHandelsgesetzbuch optionally found in the balancesheetor in
0 a1 Din¢the version of the German the notesto the balancesheet and profit

Accounting Law Modernization
(BilIMoQ from 25.05.2009 in regardingto
the accounting of credit

(RechKredY

EtllaerNclity

institutions

Act and loss accountsfollow in the annexe In
the structure of the balance sheet and
profit and loss accountswere no changes
found. .

17



Principlesof accountingand explanatory notes
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The cash reserve, receivables due from  Thecalculation of the pension provisions
banks and customers and other assets wer&vas carried out according to the projected
stated at nominal value. All identified unit credit method on the basis of the 2005
specific risks and the general credit risk in G tables oHeubeckRichttafeInGmbH.

relation to the receivables were taken into Theinterest rate for pension provisions is

account by applying appropriate value 4.01% (previous year: 3.88%). A trend rate
obligations in form of building up of 0.00% (previous year: 0.00%) was used as

pt‘OV!SIOI’]S. The difference beMeen the basis for the calculation since valuation date
nominal value and the lower disbursement as far as entitled. The pension provisions

amount was deferred in accordance with are only for retired former members of the

article 340e para. 2 diGB. ManagemenBoard.Thduture discounted
Themitigated lowervalue principle was services are assessed to the extent that
applied to the securities of fixed assets they are earned on the valuation date

pursuant to article 253 para. (3) sentence 4Pension obligations, which are partially

of HGB. reinsured by insolvenegssured life

Intangibleassets were valued at acquisition insurance policies, were recognized at fair
cost and amortized on a straighhe basis  value in accordance with article 246 (2) of
over the expected lifetime. HGB.

The Operating and office equipment was
valued at acquisition cost less amortization
over the expected lifetime. Straighine
method is applied for depreciation. Lew
value assets are fully amortized in the year
of acquisition.

Thevaluation of other provisions is based
on the settlement amount required
according to a prudent commercial
assessment. Provisions with a remaining
term of more than one year are discounted
at the average market interest rate of the
Liabilitiesare valued with their past seven financial years corresponding to
accomplishmenamount. their remaining term

18



Principlesof accountingand explanatory notes

J, Eurecity

Assets and liabilities translated in foreign  Accordingo IDW RS BFA 3, it has been
currency as well as pending spot foreign  proofed that the basis of present value
exchange transactions were using the approach by considering expected future
exchange rate at the balance sheet date. risk and administrative costs, that there is
The translation results from transactions  no excess liability stemming from interest
which are included in the special cover, are related transactions of the bank book. As a
netted and shown other operating income result, no provision was made for imminent
or other operating expenses. losses.

Foreign exchange forward transactions are
valued at

market forward rates as of the balance
sheet date.

19




Other information

Elllarfmcrity

As of the balance sheet date, three swaps management report in the Federal Gazette
were used to hedge foreign exchange risks after the adoption of the annual financial
against domestic credit institutions. The  statements.

transactions are not assigned to the tradingEurocityBank AG is subject to disclosure

book. requirements pursuant to Articles 431 et
Othersignificant financial obligations which seq. Of Regulation (EU) No. 575/2013. A
are not reported in the balance sheet, are corresponding disclosure report is
existing in the form of leases contracts with published on the website durocityBank
terms of up to 2022 amounting to EUR AG (www.eurocitybank.de ).

0.963 Mioin total (2015:EURD.284 Mio).

Thetotal fee invoiced by the statutory
auditors for the financial year amounted to
EURD.093 Mio (2015EURD.087Mio),of
which EUR).070 Mio (2015EURD.065

Mio) relates to the audit services and EUR
0.023 Mio (2015EURD.022 Mio)to the
account and securitiesudit.

Thecountry-by-country reporting in
accordance with Article 89 of the EU
Directive 2013/36 / EU or Article 26a of the
Banking Act (KWG) is carried out as at 31
December 2016 in an appendix to the
annual financial statements. The country
specific reporting is published along with
the annual financial statements and the

20
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