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Landesbank Baden-Wuerttemberg
Update to credit analysis

Summary
Landesbank Baden-Wuerttemberg (LBBW)'s Aa2 deposit and senior unsecured debt ratings

reflect the bank's baa2 Baseline Credit Assessment (BCA), two notches of rating uplift from

affiliate support because of its membership in Sparkassen-Finanzgruppe's (S-Finanzgruppe,

Aa2 stable, a21) institutional protection scheme (IPS), three notches of rating uplift from our

Advanced Loss Given Failure (LGF) analysis, which incorporates the relative loss severity of

a liability class; plus a one-notch rating uplift resulting from government support, given its

membership in systemically relevant S-Finanzgruppe.

LBBW's baa2 BCA reflects the still good, but from very strong levels slightly deteriorating

credit quality amid the changed interest rate environment, which provides particular

challenges for the bank's sizeable commercial real estate lending book. We acknowledge

sufficient risk buffers in the form of LBBW's sound capitalization and improved, albeit still

modest, profitability, and take into account LBBW's significant reliance on market funding,

which is mitigated by the bank's access to savings banks' excess deposits and in case of need

by a significant volume of liquid assets.

Exhibit 1

Rating Scorecard - Key financial ratios
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Sources: Company filings and Moody's Ratings

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBC_1450076
https://www.moodys.com/credit-ratings/Landesbank-Baden-Wuerttemberg-credit-rating-600009668/summary
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Credit strengths

» Low problem loan ratio, despite weakening asset quality in the real estate sector.

» High coverage ratio and satisfactory capitalisation, which provide a substantial buffer against downside risks.

» Sound liquidity balances and access to savings bank sector funding.

Credit challenges

» Risk concentrations in cyclical sectors, primarily CRE, as well as substantial exposures to energy-intensive industries.

» Subdued profitability and efficiency metrics in an international context.

» Significant dependence on confidence-sensitive capital market funding.

Outlook
The stable outlook reflects the stable outlook of S-Finanzgruppe. The stable outlook further incorporates our expectation of a broadly

unchanged liability structure.

Factors that could lead to an upgrade

» An upgrade of LBBW's long-term ratings could be triggered by an improvement in the financial strength of S-Finanzgruppe.

» LBBW's junior senior unsecured and subordinated ratings could also be upgraded if LBBW were to issue higher volumes of junior

senior unsecured (in the case of junior senior debt only), subordinate or preferred shares liabilities than we currently expect.

» An upgrade of LBBW's BCA could result from a sustained improvement in the bank's financial profile, in particular an improved

business diversification and reduced sector concentration risks, higher capital ratios along with a further strengthening of the bank's

earnings.

Factors that could lead to a downgrade

» LBBW's ratings would be downgraded following a downgrade of the Adjusted BCA, either as a result of a deterioration in the

financial strength of S-Finanzgruppe or caused by a significantly weaker BCA of LBBW. Further, a shift in the liability structure

towards non-bail-in-able instruments, such that it increases the loss severity for a respective debt class and results in reduced rating

uplift from our Advanced LGF analysis could exert downwards ratings pressure.

» LBBW's BCA could be downgraded in case of a sharp decline in its asset quality, particularly if CRE markets underperformance leads

to a more pronounced problem loan formation than the rating agency currently anticipates. LBBW's BCA could also be downgraded

in case of a concurrent decline in capitalization and profitability, and a deterioration of the bank's combined liquidity profile.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the issuer/deal page on https://ratings.moodys.com for the

most updated credit rating action information and rating history.
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Key indicators

Exhibit 2

Landesbank Baden-Wuerttemberg (Consolidated Financials) [1]

12-242 12-232 12-222 12-212 12-202 CAGR/Avg.3

Total Assets (EUR Billion) 344.0 320.1 308.7 267.4 254.9 7.84

Total Assets (USD Billion) 356.2 353.6 329.5 303.0 311.9 3.44

Tangible Common Equity (EUR Billion) 15.9 15.4 14.7 13.2 13.0 5.14

Tangible Common Equity (USD Billion) 16.4 17.0 15.7 15.0 15.9 0.84

Problem Loans / Gross Loans (%) 1.7 1.3 0.8 0.9 0.9 1.15

Tangible Common Equity / Risk Weighted Assets (%) 16.3 16.7 15.7 15.7 15.8 16.06

Problem Loans / (Tangible Common Equity + Loan Loss Reserve) (%) 14.3 10.7 7.2 6.9 6.6 9.15

Net Interest Margin (%) 0.8 0.9 0.8 0.7 0.7 0.85

PPI / Average RWA (%) 1.7 1.8 2.4 1.0 1.0 1.66

Net Income / Tangible Assets (%) 0.2 0.3 0.3 0.2 0.1 0.25

Cost / Income Ratio (%) 60.4 59.9 52.4 71.0 69.6 62.75

Market Funds / Tangible Banking Assets (%) 49.3 49.7 52.3 54.9 52.4 51.75

Liquid Banking Assets / Tangible Banking Assets (%) 51.2 49.2 49.7 52.8 52.8 51.15

Gross Loans / Due to Customers (%) 116.8 123.0 131.9 124.0 116.1 122.45

[1] All figures and ratios are adjusted using Moody's standard adjustments. [2] Basel III - fully loaded or transitional phase-in; IFRS. [3] May include rounding differences because of the

scale of reported amounts. [4] Compound annual growth rate (%) based on the periods for the latest accounting regime. [5] Simple average of periods for the latest accounting regime. [6]

Simple average of Basel III periods.
Sources: Moody's Ratings and company filings

Profile
LBBW is a German universal bank, providing retail and commercial banking, leasing, factoring, asset management, real estate, capital

market, and equity and project finance services, either directly or through its subsidiaries. As of December 2024, the group reported

consolidated assets of €344 billion and employed 10,777 staff. The bank is designated an “other systemically important institution” (O-

SII) by the German regulator BaFin, because of its relatively high interconnectedness and complexity.

The owners of LBBW (Träger) are the Savings Bank Association (Sparkassenverband) of Baden-Wuerttemberg (Aa3 stable2) with a

stake of 40.5%, the Land of Baden-Wuerttemberg (25.0%; Aaa stable3), the state capital of Stuttgart (18.9%) and Landesbeteiligungen

Baden-Wuerttemberg (15.6%), the latter also being an entity of the Land of Baden-Wuerttemberg.

For more information, please see LBBW's most recent Issuer Profile, our German Banking System Outlook and our Banking System

Profile Germany.

Weighted Macro Profile of Strong (+)

We derive the Strong (+) Weighted Macro Profile of LBBW from its regional net exposures, which takes into consideration the gross

market value of loans to customers and credit commitments, net of collateral, credit risk hedges and netting agreements. As of

December 2024, Germany (Aaa stable4), which has a Strong (+) Macro Profile, accounted for 68% of net exposures, while European net

exposures outside of Germany represented 19%. North America and Asia-Pacific contributed a further 7% and 4% to net exposures,

respectively, while other international exposures accounted for the remaining 3%.

Detailed credit considerations

Solid asset risk profile, despite concentrations in higher-risk sectors and market risk

We assign a baa2 Asset Risk score, four notches below the a1 initial score. The assigned score primarily reflects LBBW's concentration in

CRE lending, along with its exposure to cyclical corporate sectors. Additionally, the score accounts for the bank's market risk exposures

arising from its capital markets business.

LBBW's total CRE exposure exceeded four times its year-end 2024 TCE, representing a significant concentration for the bank, especially

due to the decline in CRE asset quality since 2023. While European CRE exposures have coped well with the higher rates environment,

LBBW's €4.8 billion US CRE portfolio has shown a noticeable deterioration since 2023. Beyond its CRE exposure, LBBW maintains a

better-diversified, yet susceptible, €119.5 billion corporate exposure to cyclical German industries.
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Exhibit 3

LBBW's exposure breakdown as of December 2024
Exhibit 4

Corporate exposures are diversified but contain risks from cyclical
industries
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These exposures are affected by Germany's prolonged subdued economic environment, which has led to increased Stage 2 loan

formation in 2024. Overall, LBBW's year-end 2024 problem loan ratio of 1.7% remains robust and has shown less susceptibility to

German corporate and general CRE risks compared to its peers so far. The coverage ratio has declined to 76.3% but still remains a

strong backstop to growing asset risks.

In addition to credit risks, we reflect LBBW’s elevated market risk in our assigned asset risk score. At year-end 2024, LBBW’s market risk

RWA-to-TCE ratio stood at 32%—well above peers—highlighting its heightened sensitivity to market and price volatility, largely due to

its sizable Capital Markets operations.

Exhibit 5

LBBW's problem loan ratio and coverage levels remain strong, but have weakened since 2022
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LBBW's currently strong capital ratios face headwinds

Our assigned a3 Capital score is four notches below the aa2 initial score, reflecting our expectation of further negative rating

migrations in LBBW's CRE and corporate loan book, longer-term headwinds stemming from the Basel III finalization, the bank's

relatively weak leverage ratio and the limited resilience of the bank's capital buffers under severe stress scenarios.

At year-end 2024, LBBW's tangible common equity to risk-weighted assets (TCE/RWA) ratio reached 16.3%, which was broadly

comparable to that of its German peers. However, its CET1 capital ratio was somewhat weaker at 14.6%. The gap between LBBW's

TCE and regulatory capital primarily arises from differences in profit recognition timing and the full inclusion of cumulative other

comprehensive income effects.

LBBW applies the internal ratings-based approach for most of its RWA calculations. As per the EBA stress test results, which quantifies

LBBW's fully-loaded CET1 capital ratio as 12.6%, the bank will initially benefit from the effects of the finalization of Basel III (it increased

to 16.6% as of March and June 2025), yet over time, its RWA will increase as a result of the output floor which will by 2033 require

RWA calculated with internal models to be at least 72.5% of the level banks would have achieved under the standardized approach.

Our a3 assigned score also considers that LBBW was the only bank in this year's EBA stress test to fall below the 3% Tier1 leverage ratio

requirement under the adverse scenario.

LBBW’s Pillar 2 Requirement, set by the ECB, of 1.85% for 2025 (improved from 1.87% in 2024), which reflects the regulator’s view of

the bank’s sound risk profile and governance, is lower than for most German peers and lower than the average of the ECB-supervised

institutions. Because EBA stress test result will be considered in next year's Pillar 2 Guidance (P2G) setting, we see a risk of this add-on

being raised.

Exhibit 6

LBBW's strong risk-weighted capital ratios coincide with elevated
leverage, a result of low risk-weighted asset density.

Exhibit 7

LBBW's regulatory capital requirements as of December 2024
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Profitability will moderate around its current levels

We assign a ba3 profitability score, one notch above the initial score of b1. The assigned score reflects our expectation that continued

loan loss provisions will pressure LBBW's earnings but also offsetting efficiency gains from the completion of the Berlin Hyp integration.

Overall, these factors will move LBBW's profitability score within the ba2-b1 range.

In 2024, net interest income declined slightly as interest rates moderated. Going forward, we expect LBBW’s net interest income to

decelerate moderately but remain above 2021 levels. At the same time, loan loss provisions rose to €363 million, up from €264 million

in 2023, reflecting weakening asset quality. As a result, LBBW's adjusted pre-tax income fell to €1.2 billion in 2024, down from €1.5

billion in 2023—an overall moderating trend we expect to continue.

5          6 August 2025 Landesbank Baden-Wuerttemberg: Update to credit analysis



Moody's Ratings Financial Institutions

LBBW's expenses have been somewhat inflated due to the ongoing Berlin Hyp integration, affecting costs in 2024 and 2025. Going

forward expected efficiency gains from the integration will somewhat mitigate the impact of declining interest income and sustained

provisioning needs. The bank's reported 2024 cost-to-income ratio remained stable at a moderately weak level of 60%.

Compared to its German peers, LBBW’s earnings generation relative to its risk-weighted assets is somewhat weaker. However, its cost

base remains well contained—even amid the ongoing integration of Berlin Hyp. Despite the recent increase, also the bank’s loan loss

provisioning needs remain more moderate relative to its size than those of most peers.

Exhibit 8

LBBW's profitability weakened in 2024

0.3%

1.1% 1.2%
1.6%

1.3%

-5%

-4%

-3%

-2%

-1%

0%

1%

2%

3%

4%

5%

2020 2021 2022 2023 2024

Net interest Income Net fees and commissions income Other Income Operating Expenses Loan Loss Provisions Pre-tax profit

Data in % of average risk weighted assets (RWA). Reported revenues, expenses and RWA are subject to standard5 and non-standard adjustments. In particular LBBW's 2022 “other income”

includes significant expenses related to its defined benefit pension plans that are not included in reported profit and loss accounts.
Sources: Company filings and Moody's Ratings

Funding profile supported by access to savings bank sector funding

We assign a ba2 Funding Structure score, which is two notches above the b1 initial score. The upward adjustment reflects that LBBW’s

market funds ratio includes development bank funding and intra-sector funding, both of which are less susceptible to shifts in market

confidence.

LBBW's funding structure benefits from the bank's strong covered bond franchise and from stable funding inflows from excess liquidity

deposits as well as bond investments from the savings banks network. Given LBBW’s role as a central institution for the savings banks

in several German states, we do not consider these funds to be confidence-sensitive, unlike other external interbank funds. In addition,

LBBW channels matched and less confidence-sensitive funding from development banks. These funds are captured in our initial score

and thus inflate LBBW's actual confidence-sensitive funding. 6 However, LBBW still relies more than most of its peers on confidence-

sensitive funding sources, including external interbank and money market funding, bonds, promissory notes, and institutional client

deposits. At the same time, the bank's strong covered bond franchise

LBBW's December 2024 regulatory Net Stable Funding Ratio of 113.9% was low in the context of its peers, but still had a satisfactory

buffer to the 100% minimum requirement. The bank's available stable funds accounted for only about half of its total assets, which

reflects the dominant role of short-term wholesale funding and limited role of retail deposits.
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Exhibit 9

LBBW's funding structure relies to a significant extent on interbank lines and debt issuance
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Ample liquidity is a strong mitigant for market funding risks

We assign an a2 Liquid Resources score, three notches below the aa2 initial score. The downward adjustment mainly reflects high asset

encumbrance which is only somewhat offset by LBBW’s overcollateralised covered bond programs, which the bank could use to source

additional liquidity.

LBBW maintains a sound liquidity position, with a Liquidity Coverage Ratio (LCR) of 149.0% as of December 2024 (compared to

150.5% at year-end 2023) and a liquid banking assets-to-tangible banking assets ratio of 51.2%. Both ratios indicate the bank’s

flexibility to navigate adverse market environments.

Our weaker assigned score reflects LBBW’s high volume of encumbered assets, primarily linked to the bank’s derivatives, repo

transactions, and pass-through lending operations. This encumbrance is somewhat counterbalanced by LBBW's ability to generate

additional contingent liquidity through the issuance of covered bonds under its active programs.

Exhibit 10

LBBW has ample access to liquidity from sector funds, liquid securities and cash resources
The liquid banking assets ratio remained stable since 2022
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ESG considerations

Landesbank Baden-Wuerttemberg's ESG credit impact score is CIS-2

Exhibit 11

ESG credit impact score

Source: Moody's Ratings

LBBW’s CIS-2 indicates that ESG considerations have no material impact on the current ratings. This reflects the mitigating rating

impact of affiliate support from Sparkassen-Finanzgruppe (S-Finanzgruppe) over LBBW’s ESG risk profile. Environmental and social

factors have had a limited impact on the bank’s credit profile to date. The bank's corporate governance risks mainly stem from the

bank's subdued operational efficiency and concentration risks in its loan book, which are inherent to its business profile.

Exhibit 12

ESG issuer profile scores

Source: Moody's Ratings

Environmental

LBBW faces moderate exposure to environmental risks primarily because of its exposure to carbon transition risk as a large, mostly

regional banking group. In line with its peers, LBBW is facing mounting business risks and stakeholder pressure to meet broader carbon

transition goals. Carbon transition risks relate from LBBW's credit exposure to CO2-intensive sectors, e.g. automotive and energy. In

response, LBBW is actively engaging in optimising its loan portfolio towards a targeted reduction of clients’ carbon intensity, especially

through the definition of science-based, sector specific CO2-reduction paths shared with clients. While accompanying its clients on the

way to sustainable business models along this CO2-reduction path, LBBW tracks and discloses overall financed emissions.

Social

LBBW faces moderate social risks mainly related to customer relations as well as to demographic and societal trends. The bank's

developed policies and procedures mitigate conduct risk associated with the distribution of financial products such as regulatory and

reputational risks, as well as exposure to litigation. Continued investments in technology and the bank’s long track record of handling

sensitive customer data, as well as appropriate culture and governance that ensure adherence to regulatory standards, help to manage

high cyber and personal data risks. LBBW operates mostly in Germany, which faces challenges from adverse demographic trends

affecting long-term economic growth prospects and impacting the demand for certain banking products. Product diversity as well as an

ability to adapt to consumer preferences, regulatory changes and societal trends such as digitization are key to address these risks.

8          6 August 2025 Landesbank Baden-Wuerttemberg: Update to credit analysis



Moody's Ratings Financial Institutions

Governance

LBBW's governance risks are moderate, reflecting higher concentration risk appetite inherent in its business model as a universal

bank with a strategic focus on commercial real estate. Its strategy, risk management function and organisational structure are in line

with industry practices. The bank’s subdued profitability remains a concern because it provides only a limited buffer against adverse

developments and limits the bank's capital generation capacity and, hence, growth prospects. Finally, as a public-sector bank, LBBW

is owned by the federal state of Baden-Württemberg (40.5%) and the state capital of Stuttgart (18.9%), which is reflected in the

composition of its board of directors, which also includes representatives from S-Finanzgruppe's regional savings bank association, the

Sparkassenverband Baden-Württemberg, which owns the remaining 40.5%. Germany’s developed institutional framework mitigates

associated governance risks.

ESG Issuer Profile Scores and Credit Impact Scores for the rated entity/transaction are available on Moodys.com. In order to view the

latest scores, please click here to go to the landing page for the entity/transaction on MDC and view the ESG Scores section.

Support and structural considerations

Affiliate support

LBBW benefits from cross-sector support from S-Finanzgruppe. Cross-sector support reduces the probability of default because the

support would be available to stabilise a distressed member bank and not just to compensate for losses in resolution. The very high

support assumption assigned to LBBW and to the other Landesbanks reflects their cross-liability scheme membership, but only partial

ownership by S-Finanzgruppe members. Cross-sector support for LBBW provides a two-notch rating uplift from the baa2 BCA, resulting

in an a3 Adjusted BCA.

Loss Given Failure (LGF) analysis

LBBW is subject to the EU Bank Recovery and Resolution Directive (BRRD), which we consider an Operational Resolution Regime. Thus,

we apply our Advanced LGF analysis, using our standard assumptions.

Our LGF analysis indicates that LBBW's deposit and senior unsecured debt are likely to face extremely low loss-given-failure, resulting

in a three-notch uplift from the bank's Adjusted BCA.

Government support

For member banks of S-Finanzgruppe we generally assume a moderate likelihood of government support for instruments ranking above

junior senior unsecured, given the importance of the sector for financial system stability in Germany, resulting in one notch notch of

uplift.

Methodology and scorecard

Methodology

The principal methodology we used in rating LBBW is our Banks Methodology.

About Moody's Bank Scorecard

Our Bank Scorecard is designed to capture, express and explain in summary form our Rating Committee's judgment. When read in

conjunction with our research, a fulsome presentation of our judgment is expressed. As a result, the output of our scorecard may

materially differ from that suggested by unadjusted accounting data alone (though it has been calibrated to avoid the frequent need

for strong divergence). The scorecard output and the individual scores are discussed in rating committees and may be adjusted up or

down to reflect conditions specific to each rated entity.
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Rating methodology and scorecard factors

Exhibit 13

Rating Factors

Macro Factors
Weighted Macro Profile Strong + 100%

Factor Historic
Ratio

Initial
Score

Expected
Trend

Assigned Score Key driver #1 Key driver #2

Solvency
Asset Risk
Problem Loans / Gross Loans 1.7% a1 ↓ baa2 Sector concentration Market risk

Capital
Tangible Common Equity / Risk Weighted Assets
(Basel III - transitional phase-in)

16.3% aa2 ↓ a3 Stress capital
resilience

Nominal leverage

Profitability
Net Income / Tangible Assets 0.2% b1 ↔ ba3 Earnings quality Expected trend

Combined Solvency Score a2 baa2
Liquidity
Funding Structure
Market Funds / Tangible Banking Assets 49.3% b1 ↔ ba2 Market

funding quality
Extent of market
funding reliance

Liquid Resources
Liquid Banking Assets / Tangible Banking Assets 51.2% aa2 ↔ a2 Asset encumbrance Additional

liquidity resources
Combined Liquidity Score baa2 baa2
Financial Profile a3 baa2
Qualitative Adjustments Adjustment

Business Diversification 0
Opacity and Complexity 0
Corporate Behavior 0

Total Qualitative Adjustments 0
Sovereign or Affiliate constraint A2
BCA Scorecard-indicated Outcome - Range baa1 - baa3
Assigned BCA baa2
Affiliate Support notching 2
Adjusted BCA a3

Balance Sheet is not applicable.
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De Jure waterfall De Facto waterfall NotchingDebt Class
Instrument
volume +

subordination

Sub-
ordination

Instrument
volume +

subordination

Sub-
ordination

De Jure De Facto
LGF

Notching
Guidance

vs.
Adjusted
BCA

Assigned
LGF

notching

Additional
Notching

Preliminary
Rating

Assessment

Counterparty Risk Rating - - - - - - - 3 0 aa3
Counterparty Risk Assessment - - - - - - - 3 0 aa3 (cr)
Deposits - - - - - - - 3 0 aa3
Senior unsecured bank debt - - - - - - - 3 0 aa3
Junior senior unsecured bank debt - - - - - - - 1 0 a2
Dated subordinated bank debt - - - - - - - -1 0 baa1
Non-cumulative bank preference shares - - - - - - - -1 -2 baa3

Instrument Class Loss Given
Failure notching

Additional
notching

Preliminary Rating
Assessment

Government
Support notching

Local Currency
Rating

Foreign
Currency
Rating

Counterparty Risk Rating 3 0 aa3 1 Aa2 Aa2
Counterparty Risk Assessment 3 0 aa3 (cr) 1 Aa2(cr)
Deposits 3 0 aa3 1 Aa2 Aa2
Senior unsecured bank debt 3 0 aa3 1 Aa2 Aa2
Junior senior unsecured bank debt 1 0 a2 0 A2 A2
Dated subordinated bank debt -1 0 baa1 0 Baa1 Baa1
Non-cumulative bank preference shares -1 -2 baa3 0 Baa3 (hyb)
[1] Where dashes are shown for a particular factor (or sub-factor), the score is based on non-public information.
Source: Moody’s Ratings

Ratings

Exhibit 14

Category Moody's Rating

LANDESBANK BADEN-WUERTTEMBERG

Outlook Stable
Counterparty Risk Rating Aa2/P-1
Bank Deposits Aa2/P-1
Baseline Credit Assessment baa2
Adjusted Baseline Credit Assessment a3
Counterparty Risk Assessment Aa2(cr)/P-1(cr)
Issuer Rating Aa2
Senior Unsecured Aa2
Junior Senior Unsecured A2
Junior Senior Unsecured MTN (P)A2
Subordinate Baa1
Pref. Stock Non-cumulative -Dom Curr Baa3 (hyb)
Commercial Paper -Dom Curr P-1
Other Short Term -Dom Curr (P)P-1

Source: Moody's Ratings

Endnotes
1 The ratings shown are S-Finanzgruppe's corporate family ratings, outlook and BCA.

2 The rating shown is the Sparkassenverband Baden-Wuerttemberg's issuer rating and outlook.

3 The rating shown is the Land of Baden-Wuerttemberg's issuer rating and outlook.

4 The rating shown is the German government's issuer rating and outlook.

5 Please refer to our cross-sector methodology for Financial Statement Adjustments in the Analysis of Financial Institutions.

6 As of 31 December 2024, LBBW had sourced €35.5 billion of development bank loans from Kreditanstalt of Wiederaufbau (backed senior unsecured:
Aaa stable), L-Bank (backed senior unsecured: Aaa stable), and other German development banks, which LBBW mostly passes on to the savings banks
in Baden-Wuerttemberg, Rhineland-Palatinate and Saxony, but also directly to its own customers. Because the funding from development banks will be
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available to LBBW irrespective of market conditions, given the development banks' status as quasi sovereign or sub-sovereign prime issuers in the capital
markets, we do not deem development bank funding to represent confidence-sensitive market funding.
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