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Financial Institutions

BSK 1818 AG
Update to credit analysis

Summary

BSK 1818 AG's (BSK) Aa3 bank deposit ratings and its A1 senior unsecured and issuer ratings
reflect the bank's a3 Baseline Credit Assessment (BCA), one notch of rating uplift from
affiliate support from its membership in the institutional protection scheme of Sparkassen-
Finanzgruppe (S-Finanzgruppe, Aa2 stable, a2?); one notch of rating uplift from our Advanced
Loss Given Failure (LGF) analysis for junior deposits and no rating uplift for senior unsecured
debt; and one notch of rating uplift from government support, given its membership in the
systemically relevant S-Finanzgruppe.

BSK's a3 BCA reflects the bank's largely resilient asset quality in a challenging operating
environment. However, concentration risks in commercial real estate (CRE) and from

the bank's strong regional focus on the Berlin-Brandenburg region remain. The BCA also
considers BSK's strong capital ratios and its improved profitability since 2023. Furthermore,
it reflects BSK's limited reliance on short-term funding given its strong and stable retail-
focused deposit franchise as well as its significant on-balance sheet and contingent liquidity
resources.

Exhibit 1
Rating Scorecard - Key financial ratios

BSK 1818 AG (BCA: a3) Median a3-rated banks
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Source: Moody's Ratings
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Credit strengths
» Sound risk-adjusted capitalization levels, which provide a sufficient buffer against regulatory minimum requirements.
» Strong deposit franchise and limited reliance on less-stable funds.

» Significant on-balance sheet as well as contingent liquidity resources.

Credit challenges
» Substantial CRE concentration, which contributed to the increase in the bank’s problem loan ratio in 2024 and 2025.
» Geographical concentration in the Berlin-Brandenburg region.

» Weakened profitability in 2025 from the very strong levels seen in 2023 and 2024.

Outlook

» The stable outlook on BSK's long-term bank deposit, long-term issuer, and senior unsecured ratings reflects the stable outlook of S-
Finanzgruppe. The stable outlook further incorporates our expectation of a broadly unchanged liability structure of BSK.

Factors that could lead to an upgrade

» An upgrade of BSK's long-term ratings could be triggered by an improvement in the financial strength of S-Finanzgruppe, resulting
in a higher Adjusted BCA for BSK, or by a significant increase in the volume of liabilities designed to be bailed-in, such that it
meaningfully reduces the loss severity for a respective debt class and results in more rating uplift from our Advanced LGF analysis.

» BSK's BCA could be upgraded following a reduction of sector concentration risks and an improvement in capitalization, while
maintaining its current funding and liquidity profile. However, an upgrade of BSK's BCA would not result in an upgrade of its
Adjusted BCA or its ratings.

Factors that could lead to a downgrade

» BSK's ratings could be downgraded following a deterioration in the financial strength of S-Finanzgruppe, resulting in a lower
Adjusted BCA for BSK, or in case of 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.

» BSK's BCA could be downgraded in case of a significant asset quality deterioration leading to capital losses. Additionally, a shift in
the bank's combined liquidity profile, including increased less-stable funding and reduced liquid resources, could exert downward
pressure on BSK's BCA. However, a downgrade of BSK's BCA would not translate into a downgrade of the bank's Adjusted BCA or
ratings.

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
BSK 1818 AG (Consolidated Financials) [1]

12-252 12-242 12-232 12-222 12-212 CAGR/Avg.3
Total Assets (EUR Billion) 44.8 442 455 48.8 525 (3.9)%
Total Assets (USD Billion) 52.6 457 50.2 521 59.5 (3.0)%
Tangible Common Equity (EUR Billion) 3.0 2.9 2.8 27 2.6 3.74
Tangible Common Equity (USD Billion) 3.5 3.0 31 2.8 29 4.74
Problem Loans / Gross Loans (%) 2.6 2.0 1.2 0.7 0.6 1.4°
Tangible Common Equity / Risk Weighted Assets (%) 20.9 219 20.8 19.3 18.7 20.36
Problem Loans / (Tangible Common Equity + Loan Loss Reserve) (%) 20.4 171 10.6 72 5.8 12.2°
Net Interest Margin (%) 21 23 2.2 1.5 15 1.9°
PPI/ Average RWA (%) 38 43 41 19 0.8 3.06
Net Income / Tangible Assets (%) 0.6 0.9 0.8 0.3 03 0.65
Cost / Income Ratio (%) 60.3 61.3 60.5 75.9 89.6 69.5°
Gross Loans / Due to Customers (%) 87.0 90.5 92.3 85.4 817 87.45
Core Banking Liquidity (HQLA) / Tangible Banking Assets (%) 22,6 243 - -- -- -
Less-stable Funds (LCR) / Tangible Banking Assets (%) 144 13.8 - -- -- -

[1] All figures and ratios are adjusted using Moody's standard adjustments. [2] Basel IIl - fully loaded or transitional phase-in; LOCAL GAAP. [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 Il periods. Further to the publication of our revised methodology in November 2025, only ratios from annual 2024 onwards included in this report apply
reported risk weights for all exposures, discontinuing our previously applied standard adjustment for certain government securities.

Sources: Moody's Ratings and company filings

Profile

BSK 1818 AG (BSK) provides retail banking, corporate banking, and real estate financing services in the Berlin-Brandenburg region,
mostly operating under the Berliner Sparkasse brand. With reported assets of €44.8 billion as of 31 December 2025, it is one of the
largest savings banks in Germany, employing about 3,000 staff members. BSK is a member of S-Finanzgruppe and is 100% indirectly
owned by the savings bank sector.

BSK holds a 40% participation in S-Kreditpartner GmbH (SKP), an auto loan and consumer finance joint venture with Deutsche
Sparkassen Leasing AG & Co. KG (Deutsche Leasing, A2 stable?) and other S-Finanzgruppe members.

Detailed credit considerations

Weighted Macro Profile of Strong (+)
As a result of the bank’s large exposure to its home market, the Berlin-Brandenburg region, the assigned Weighted Macro Profile of BSK
is Strong (+), in line with the Macro Profile of Germany (Aaa stable).

Commercial real estate remains the main driver of asset risk
We assign a baa3 score for Asset Risk that reflects our problem loans to gross loans ratio of 2.6%, which we consider to be Strong. The
assigned score is adjusted downward for BSK's geographical concentration and significant CRE exposures.

BSK's business activities are strongly concentrated in the Berlin-Brandenburg region and are exposed to the weakened macroeconomic
backdrop in the region and in German at large, in particular with regards to lending to small and medium-sized enterprises (SMEs).
Furthermore, higher-risk CRE exposures remain substantial in BSK's loan book, which contributed to the increase in the problem loan
ratio to 2.6% as of year-end 2025 from 1.2% as of year-end 2023.

As of 31 December 2025, CRE-related credit exposures amounted to €15.3 billion, which accounted for 28% of BSK's total exposure
at default or 5.1x the bank's tangible common equity (TCE), down from 6.1x as of year-end 2024. CRE is the largest and most cyclical
exposure of BSK, followed by exposure to retail customers and services. Of the bank's CRE portfolio, the most significant share is
residential housing, followed by offices and retail.

The assigned asset risk score also reflects potential market risks arising from the bank's substantial securities portfolio, which amounted
t0 €9.0 billion (around 20% of total assets) as of 31 December 2025. However, the bank's investment portfolio is well-diversified and
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mostly comprises repo-eligible public-sector and private-sector bonds. Furthermore, BSK has reduced its stake in SKP to 40% from
66.67% in 2024, thus lowering its exposure to consumer and auto financing as a source of asset risk.

Exhibit 3
BSK's problem loans are rising, albeit from a low level

M Problem loan ratio (LHS) Problem loan coverage (RHS)

5% 250%
4% 200%
3% 150%
2% 100%
1% 50%
0% 0%

2021 2022 2023 2024 2025

Problem loan coverage: loan loss reserves % problem loans.
Sources: Moody's Ratings

Capitalization remains sound

We assign an a2 score for Capital that reflects our TCE to risk-weighted assets (RWA) ratio of 20.9%, which we consider to be Very
Strong. The assigned score also takes into account that BSK uses internal models to calculate most of the risk-weights of its credit
exposures and that the output floor will impact RWAs in the future. Conversely, we consider additional loss-absorbing capacity
provided by the bank's undisclosed 340f reserve in the assigned score.

As of year-end 2025, the bank's TCE to RWA ratio stood at 20.9%, which compares to the 20.8% Common Equity Tier 1 (CET1) capital
ratio as of the same date and which declined from 21.9% as of year-end 2024, mostly reflecting the implementation of the Capital
Requirements Regulation (CRR) Ill. Since BSK does not have any Additional Tier 1 instruments outstanding, the bank's Tier 1 capital
ratio also amounted to 20.8%, while the Total Capital ratio was 22.6% as of year-end 2025. BSK thus continues to materially exceed
its minimum capital requirements, which, on a CET1, Tier 1, and Total Capital basis, stand at 91%, 11.0%, and 13.5%, respectively.

Since BSK utilizes internal models to calculate approximately three-quarters of its RWA, we deduct one notch in the assigned score and
also take into account that the Basel Ill output floor will lead to an increase in RWA. Currently, BSK can only retain earnings through
building reserves for general banking risks (340g) or creating hidden reserves (340f), as profits are fully transferred to its parent,

BSK 1818 Holding AG. However, we consider the capital reserves within the group to be available for BSK if needed and that its risk-
weighted capitalization will remain sound. The bank's leverage metric also continued to be solid with a regulatory leverage ratio of
6.6% as of 31 December 2025, while our measure of leverage based on TCE to tangible banking assets (TBA) stood at 6.7% as of the
same date.
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Exhibit 4
BSK's capital ratios are sound

W 2023 ®2024 ®m2025

40%
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TCE % RWAs TCE % Tangible assets CET 1 ratio Risk Weighted Assets /
Tangible Assets

Sources: Moody's Ratings

Profitability has declined again from record levels but is expected to stabilize

We assign a baa2 score for Profitability that reflects our net income to tangible assets ratio of 0.6%, which we consider to be
Moderate. The assigned score also takes into account our expectation that the return on tangible assets will stabilize over the outlook
horizon.

Following the start of the rate hike cycle in mid-2022, BSK substantially improved its profitability, with the return on tangible assets
having increased to 0.8% in 2023 and to 0.9% in 2024 from 0.3% in 2022. In 2025, the bank’s return on assets moderated again

to 0.6%, reflecting the interest rate easing that commenced in mid-2024. With interest rates having stabilized since mid-2025 and
recently been raised again, we expect that the bank's profitability will also remain broadly stable in 2026 as higher net interest income
will potentially be offset by a further increase in the cost of risk given the continued weak operating environment.

In 2025, BSK generated a Moody's-adjusted net profit of €275 million compared to €397 million in 2024.2 The lower result
incorporated a 14% decline in net interest income to €920 million mainly due to the lower interest rate environment, 2% lower net
fee and commission income of €331 million, and an almost doubling of loan loss provisions to €215 million from €117 million, mostly
reflecting the weakened asset quality in the bank's CRE portfolio. Conversely, the bank reduced its operating cost base by 11% to €803
million, which resulted in a Moody's-adjusted cost-income ratio of 60.3%, below the 61.3% recorded in 2024.

Exhibit 5
BSK's profitability has declined again

B Net income % Tangible assets (LHS) = NIM (RHS)

1.5% 2.5%

1.2% / - 2.0%

0.9% 1.5%

0.6% 1.0%

0.3% 0.5%

0.0% 0.0%
2021 2022 2023 2024 2025

NIM: net interest margin
Sources: Moody's Ratings
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Strong deposit franchise with limited need for additional market funding

We assign an a1 score for Funding Structure that reflects our less-stable funds to TBA ratio of 14.4%, which we consider to be Strong.
The assigned score also takes into account that deposits potentially due within 31 days and one year are not captured by our less-
stable funds ratio, while the bank's granular retail deposit base and high customer loyalty, which is supported by the mutual support
mechanism within the German savings bank sector, is a positive, as is the sourcing of funding from development banks.

Similar to most German savings banks, BSK's funding profile is broadly self-sufficient with €33.3 billion of customer deposits, which
mostly comprised granular and very stable retail deposits, having funded 74% of the bank's €44.8 billion balance sheet as of year-end
2025. The bank also maintains access to diversified supplementary funding sources, including public-sector and mortgage covered
bonds (€4.0 billion as of year-end 2025) as well as senior unsecured instruments such as bearer bonds, savings banks certificates, and
promissory notes of about €1.0 billion, which allows the bank to meet its minimum requirement for own funds and eligible liabilities
(MREL). In addition, BSK makes use of pass-through funding from development banks, which we do not consider to be confidence-
sensitive, given the safe haven status of these state or federal state-owned development banks.

Since the German savings banks are themselves considered as safe havens in a systemic crisis, we incorporate a one notch positive
adjustment in the assigned funding structure score of BSK. Furthermore, taking into account the deposits potentially due within 31
days and one year, we consider as a modified starting point a less-stable funds to TBA ratio of about 17%, which results in an a2 score.
Consequently, we assign an a1 funding structure score.

Exhibit 6
Funding is dominated by deposits and supplemented by covered bond funding

Operating liabilities & reserves (3%) Short-term borrowings (3%)
Equity (7%) —

Long-term securities issued (9%) ——

Less-stable deposits (12%) —
~— Stable customer deposit (66%)

Source: Moody's Ratings

Substantial on-balance sheet and contingent liquidity
We assign an a2 score for Liquid Resources that reflects our core banking liquidity to TBA ratio of 22.6%, which we consider to be
Strong. The assigned score also reflects the bank's substantial contingent liquidity capacity.

In 2025, BSK on average held high-quality liquid assets (HQLA) of €101 billion, which represented 22.6% of year-end 2025 TBA. At the
same time, the 12-month average Liquidity Coverage Ratio (LCR) was 176% in 2025, well above the regulatory minimum requirement
of 100%.

In addition, the bank benefits from significant contingent liquidity sources. As of year-end 2025, the mortgage cover pool provided
sizeable issuance capacity, with over-collateralization of €3.9 billion or 105%, while the public sector cover pool showed over-
collateralization of €0.8 billion or 328%. This provides substantial flexibility to generate additional liquidity through retained covered
bond issuance for use as central bank collateral or through market issuance.
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Exhibit 7
High liquidity buffers

Interbank assets (12%) ——— Other assets (operational, fixed) (2%)

HQLA (23%) —

~— Loans (63%)

Source: Moody's Ratings

ESG considerations
BSK 1818 AG's ESG credit impact score is CIS-2

Exhibit 8
ESG credit impact score

C I S 2 Negative Positive
- impact impact
Score v
B | |

ESG considerations do not have a material impact on the current rating.

Source: Moody's Ratings

BSK 1818 AG's (BSK) CIS-2 indicates that ESG considerations do not have a material impact on the current rating. This reflects the
limited credit impact of environmental and social factors on the rating to date and low governance risks as well as the mitigating rating
impact of affiliate support from Sparkassen-Finanzgruppe (S-Finanzgruppe) over the bank’s ESG risk profile.

Exhibit 9
ESG issuer profile scores

E-3 - S-3 - G-3

Environmental . Social . Governance
Score v : v . v
I . I : e I : e ||

Source: Moody's Ratings
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Environmental

BSK faces moderate exposure to environmental risks primarily because of its portfolio exposure to carbon transition risk as a regional,
diversified savings bank. In line with its peers, BSK is facing mounting business risks and stakeholder pressure to meet broader carbon
transition goals. In response, BSK is actively engaging in optimizing its loan portfolio towards less carbon-intensive assets.

Social

BSK faces moderate social risks related to customer relations and associated regulatory risks, litigation costs and high compliance
standards, and from demographic and societal trends. Risks related to the distribution of financial products are mitigated by the bank's
developed policies and procedures; cyber and personal data risks are mitigated by the bank's IT framework and cyber security, and by
continued investment in digitalization. Banks in Germany face long-term economic and fiscal pressures from adverse demographic
trends, impacting demand for certain products, or lowering economic growth. Product diversity as well as an ability to adapt to
consumer preferences, regulatory changes and societal trends will help mitigate these risks.

Governance

BSK's governance risks are moderate. The bank's strategy, risk management function and organizational structure are in line with
industry best practices, and management has been able to address the bank’s subdued profitability - in part thanks to higher interest
rates - now providing a more decent buffer against adverse developments, despite sizeable concentration risks in highly cyclical
commercial real estate. BSK is owned by the German savings banks, which is reflected in the composition of its supervisory board,
focused on representatives from S-Finanzgruppe's regional savings bank associations. 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

BSK benefits from cross-sector support from S-Finanzgruppe. This cross-sector support significantly reduces the probability of default,
as it would be available to stabilise a distressed member bank and not just compensate for losses in resolution. Our assumption of BSK
receiving support from S-Finanzgruppe is at the highest possible degree of “affiliate-backed”, which results in one notch of rating uplift
from affiliate support and an Adjusted BCA that is in line with the BCA of S-Finanzgruppe, reflecting the sector's institutional protection
scheme (IPS) as well as the sector's established track record of discretely supporting its core franchises.

Loss Given Failure (LGF) analysis

We consider BSK to be domiciled in an operational resolution regime. Therefore, we apply our Advanced LGF analysis, using our
standard assumptions, but assuming that only a very small percentage (10%) of BSK's deposit base can actually be considered junior
and qualify as bail-in-able under the EU's Bank Recovery and Resolution Directive (BRRD). Furthermore, our Advanced LGF analysis
reflects that full depositor preference over senior debt creditors will be implemented in the EU by early 2028.

Our LGF analysis indicates that counterparty risk liabilities are likely to face very low loss-given-failure, resulting in a two-notch rating
uplift, while junior deposits are likely to face low loss-given-failure, resulting in a one-notch rating uplift from the bank's a2 Adjusted
BCA. Senior unsecured debt, from which the bank's issuer rating is derived, is likely to face moderate loss-given-failure, resulting in no
rating uplift from the Adjusted BCA. Junior senior unsecured and subordinated debt are likely to face high loss-given-failure, resulting in
a one notch deduction from the Adjusted BCA.

Government support considerations

We consider S-Finanzgruppe systemically relevant and, therefore, attribute for all members of the sector a moderate probability of
German government support for liabilities ranking above junior senior unsecured debt?, which is in line with the support assumption for
other systemically relevant banking groups in Europe. Hence, we include one notch of rating uplift from government support in BSK's
Counterparty Risk Ratings and in its bank deposit, senior unsecured, and issuer ratings.
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Methodology and scorecard

Methodology
The principal methodology used in rating BSK was Banks published in November 2025.
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Rating methodology and scorecard factors

Exhibit 10
Rating Factors

Financial Institutions

Macro Factors

Weighted Macro Profile Strong+ 100%
Factor Historic  Initial Expected Assigned Score Key driver #1 Key driver #2
Ratio Score Trend
Solvency
Asset Risk
Problem Loans / Gross Loans 2.6% a2 - baa3 Sector concentration Geographical
concentration
Capital
Tangible Common Equity / Risk Weighted Assets 20.9% aa2 1 a2 Expected trend Recognition of risk-
(Basel Il - transitional phase-in) weighted assets
Profitability
Net Income / Tangible Assets 0.6% baa2 - baa2 Underlying Expected Trend
profitability
Combined Solvency Score a2 baal
Liquidity
Funding Structure
Less-stable Funds / Tangible Banking Assets 14.4% al - al Deposit quality Expected Trend
Liquid Resources
Core Banking Liquidity / Tangible Banking Assets 22.6% a2 - a2 Quality of Expected trend
liquid assets
Combined Liquidity Score al al
Financial Profile a2 a3
Qualitative Adjustments Adjustment
Business and Geographic Diversification 0
Complexity and Opacity 0
Strategy, Risk Appetite and Governance 0
Total Qualitative Adjustments 0
Sovereign or Affiliate constraint -
BCA Scorecard-indicated Outcome - Range a2 - baal
Assigned BCA a3
Affiliate Support notching 1
Adjusted BCA a2

Balance Sheet is not applicable.
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Debt Class De Jure waterfall De Facto waterfall Notching LGF  Assigned Additional Preliminary

Instrument Sub- Instrument Sub- De Jure DeFacto Notching LGF Notching  Rating

volume + ordination volume + ordination Guidance notching Assessment
subordination subordination vs.
Adjusted
BCA
Counterparty Risk Rating - - - 2 2 2 2 0 aa3
Counterparty Risk Assessment - - - 3 3 3 3 0 aa2 (cr)
Deposits - - - 1 1 1 1 0 al
Senior unsecured bank debt - - - 1 0 0 0 0 a2
Junior senior unsecured bank debt - - - -1 -1 -1 -1 0 a3
Dated subordinated bank debt - - - -1 -1 -1 -1 0 a3
Instrument Class Loss Given Additional Preliminary Rating Government Local Currency Foreign
Failure notching  notching Assessment Support notching Rating Currency
Rating

Counterparty Risk Rating 2 0 aa3 1 Aa2 Aaz
Counterparty Risk Assessment 3 0 aa2 (cr) 1 Aal(cr)
Deposits 1 0 al 1 Aa3 Aa3
Senior unsecured bank debt 0 0 a2 1 Al Al
Junior senior unsecured bank debt -1 0 a3 0 A3
Dated subordinated bank debt -1 0 a3 0 A3

[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 11

Category Moody's Rating

BSK 1818 AG
Outlook Stable
Counterparty Risk Rating Aa2/P-1
Bank Deposits Aa3/P-1
Baseline Credit Assessment a3
Adjusted Baseline Credit Assessment a2
Counterparty Risk Assessment Aa1(cr)/P-1(cr)
Issuer Rating Al
Senior Unsecured -Dom Curr Al
Junior Senior Unsecured -Dom Curr A3
Subordinate -Dom Curr A3

BERLINER SPARKASSE
Outlook Stable
Counterparty Risk Rating Aa2/P-1
Bank Deposits Aa3/P-1
Counterparty Risk Assessment Aal(cr)/P-1(cr)
Issuer Rating -Dom Curr Al

Source: Moody's Ratings
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Endnotes

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

N

The ratings shown are Deutsche Leasing's long-term issuer rating and outlook.

W

BSK operates under a profit and loss transfer agreement (PLTA) with its parent BSK 1818 Holding AG. As a consequence, it does not have to pay any taxes
on its domestic income, but needs to upstream its entire net profit to its parent, where domestic taxes are paid, using the remaining tax loss carryforwards
generated by the former Bankgesellschaft Berlin. As a result of this setup, BSK's reported net profit is zero. Hence, to gauge the underlying earnings power
of the bank, we assume a normalised tax rate of 30%, which we apply to the Moody's-adjusted pretax income.

[

For liabilities ranking below senior unsecured debt, we assume a low probability of government support, resulting in no rating uplift.
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