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HIGHLIGHTS OF THE FIRST HALF

OF 2019

Continued transformation

61%

of gross revenues from infrastructure
and energy business

Boost in profitability

RoE after tax up
from 8.0% to

11,0%

Profitable growth

Gross revenues from infrastructure and
energy business up by

+ 30%

Capital-efficient growth

Target CET 1
ratio of
15%

17.5%
as of 30/6/2019

More capital for growth

Capital base
strengthened by
EUR 50.4m

Authorised capital
increased to
EUR 86.3m

Improved result

Profit after tax rises from
EUR 9.4m to EUR

14,6m

Awards

Two transactions crowned
“Deal of the Year”
for 2018

Strong funding base

+16,3%

Customer deposits increased to
EUR 1.2bn

All figures pursuant to Austrian Commercial Code (UGB)/
Austrian Banking Act (BWG).
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KOMMUNALKREDIT AT A GLANCE

KOMMUNALKREDIT GROUP
KEY PERFORMANCE INDICATORS UNDER IFRS

ures and other KPIs under IFRS in EUR m or % 1/1-30/6/2019 1/1-30/6/2018

Net interest income 27.9 23.7
Net fee and commission income 10.8 10.4
Result of the placement of financial assets* 1.7 1.9
Net provisioning for impairment losses -0.5 0.1
General administrative expenses -25.3 -25.0
Contributions to the Bank Resolution Fund -1.6 -1.6
Other operating income 1.5 4.4

of which Income from services provided for KA Finanz AG 1.8 4.7

of which stability tax -0.3 -0.3
Operating performance? 14.6 13.8
Restructuring expense 0.0 -2.5
Net result of asset valuation and realised gains and losses? -2.5 0.2
Profit for the period before tax 12.1 11.5
Taxes on income -0.8 -2.3
Profit for the period after tax 11.3 9.2
Adjusted profit for the period* 17.2 7.6
Cost/income ratio (excl. restructuring expense/asset valuation result) 65.0% 64.5%
Return on equity before tax 9.1% 9.9%
Return on equity after tax 8.5% 7.9%

In the prior-year period, the result from the placement of financial assets in other comprehensive income was shown under net interest income. In the income statement this position is
named “Result from the derecognition of assets at fair value through other comprehensive income”.

Profit for the period before tax adjusted for net result of valuations and restructuring expense.

This includes a one-off effect of EUR -5.9m from valuation changes resulting from the marked drop in long-term market interest rates: the 10-year swap rate fell from 0.81% at the end
of 2018 to 0.18% as of 30 June 2019. The bank’s interest rate risk position is unchanged. This means that a scenario in which interest rates rise in the future will have a positive valuation
effect. These valuation changes are only relevant under IFRS and have no impact under the Austrian Commercial Code (UGB)/Austrian Banking Act (BWG) (also referred to here as
Austrian GAAP), meaning that they have no impact on the regulatory capital of Kommunalkredit Austria AG.

Profit for the period adjusted to reflect changes in valuations due to interest rates (see footnote 3).

Rating 30/6/2019 31/12/2018
Long-term DBRS BBB (low) stable outlook BBB (low) stable outlook
Short-term DBRS R-2 (mid) R-2 (mid)
Covered bonds S&P A A
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PERFORMANCE INDICATORS UNDER AUSTRIAN GAAP

Selected P&L figures and other KPIs under Austrian GAAP in EUR m or %

1/1-30/6/2019

1/1-30/6/2018

Net interest income 21.7 18.4
Net fee and commission income 6.4 8.7
Income from investments 1.6 0.6
General administrative expenses -21.9 -23.7
of which contributions to the Bank Resolution Fund -1.6 -1.6
of which provisions for restructuring 0.0 -2.5
Other operating income 2.9 5.8
of which income from services provided for KA Finanz AG and from services
provided for Kommunalkredit Public Consulting GmbH 2.7 57
Other operating expenses -0.3 -0.3
of which stability tax -0.3 -0.3
Operating performance?! 12.0 13.5
Operating result 10.1 9.1
Loan impairment, valuation and sales result 3.7 -0.2
Net allocation to provision (§ 57 (1) Austrian Banking Act) 0.0 0.9
Profit on ordinary activities 13.7 8.9
Income taxes 1.0 0.5
Profit for the period after tax 14.6 9.4
Cost/income ratio (excl. restructuring expense/asset valuation result) 69.1% 65.3%
Return on equity before tax 10.3% 7.6%
Return on equity after tax 11.0% 8.0%
1 Operating performance adjusted for restructuring expense, stability tax and contribution to the Bank Resolution Fund.
Regulatory indicators in EUR m or % 30/6/2019 31/12/2018
Risk-weighted assets 1,634.8 1,334.7
Total capital 342.2 323.7
Total capital ratio 20.9% 24.3%
Common equity tier 1 286.4 265.5
CET 1 ratio 17.5% 19.9%
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LETTER BY THE
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CHIEF EXECUTIVE OFFICER

Dear stakeholders,

The first half of 2019 saw Kommunalkredit forging ahead resolute-
ly with the implementation of its growth strategy as a specialist
bank for infrastructure and energy. We increased the contribution
made by the infrastructure and energy business to the gross rev-
enues of the Kommunalkredit Group (IFRS) to 54%, with the con-
tribution made to the gross revenues of Kommunalkredit Austria
AG (Austrian reporting regulations) rising to 61%. Public finance
remains a key component of our business, with its share of gross
revenues in line with our strategy dropping back to 46% (IFRS) and
39% (Austrian reporting regulations).

When it comes to acquiring new business, we focus on clear se-
lection criteria, with a stringent emphasis on both the efficient
employment of capital as well as structure, pricing and placeability
with investors. With this focus, we increased Kommunalkredit’s
operating earnings power in its core business yet again in the
first half of 2019.

This approach is reflected in our financial results. The Kom-
munalkredit Group’s profit for the period under IFRS grew
to EUR 11.3m, up by EUR 2.1m on the year-on-year figure of
EUR 9.2m. This included two special effects: firstly, income from
services provided to KA Finanz AG fell by EUR 3.0m due to the
discontinuation of such services with effect from 31 March 2019.
Secondly, valuation changes resulting from the marked drop in
long-term market interest rates had an impact of EUR -5.9m. Fu-
ture rises in interest rates will have a positive valuation effect,
however the bank’s interest rate risk has remained unchanged,
when compared to year-end 2018. After adjustments to reflect
changes in valuations due to interest rates, the profit for the period
rose to EUR 17.2m in the first six months of the year, as against
EUR 7.6m in the previous year.

These changes in valuations due to interest rates only affect the
IFRS result and have no impact on the separate financial state-
ments. This means that the profit for the period after tax under
Austrian reporting regulations rose from EUR 9.4m to EUR 14.6m.
The return on equity under Austrian reporting regulations in-
creased from 8.0% to 11.0% with a capital base that has been
strengthened by around EUR 50m as against the previous year.

Building on the bank’s core competencies, we will be expanding
our activities in the areas of acquisition finance, hybrid/corporate
finance and financial advisory services as the year progresses. The
contribution made by infrastructure and energy financing to the
bank’s gross revenues will also grow in the second half of the year
in line with our strategy.

We are confident as we look ahead to the second half of 2019.

We will continue on the path we have carved out with a resolute
commitment to the implementation of our growth strategy.

Best regards,
Vienna, August 2019

Kommunalkredit Austria AG
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Bernd Fislage

Chief Executive Officer
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ALWAYS FOCUSSED

KOMMUNALKREDIT -
THE INFRASTRUCTURE SPECIALIST

Kommunalkredit is a specialised bank for infrastructure and energy financing. We have a clear objective: We aim to establish ourselves
as a leading name in the European infrastructure market. Working in partnership with our customers, we create value that sustainably
improves people’s lives.

Our vision

We will become the most agile and nimble infrastructure bank in Europe, _
helping to create a better world.

Our mission

We are always first when it comes to delivering outstanding results with speed and
precision. We never stand still. We take “always first” as an obligation to get better
every day.

We provide benefit to the community

= We help to create a better world by enabling the development of sustainable infrastructure that improve the
quality of people’s lives.
= Infrastructure investments serve as a powerful tool for answering social needs and fundamentally increasing
the general well-being of communities.
= We provide tangible benefits to the community:
— Economic dynamism
— Urban development and renewal
Job creation
Measures to combat climate change
Social cohesion
= We focus on providing a secure, stable and sustainable yield to our investors.
= Kommunalkredit is the partner of choice for a long-term commitment.
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OUR BUSINESS MODEL

Kommunalkredit is the partner of choice for both corporate and
financial sponsors active in the construction, acquisition and/or
operation of infrastructure and energy projects as well as the
public sector in the financing of its infrastructure investments
and beyond. Our work focuses on delivering tangible benefits to
smaller and larger communities by impacting key issues includ-
ing economic growth, job creation, social cohesion and climate
improvement.

We combine in-depth industry expertise and structuring know-
how to provide tailor-made solutions for our clients with speed,
precision and enthusiasm. Our strong relationships with both local
communities on the one hand and international clients and inves-
tors on the other hand are firmly rooted in our ability to create
sustainable value by providing flexible financing solutions across
all layers of the capital structure.

We provide an extensive range of products, from financial advisory
services to arranging and underwriting of senior and junior debt
as well as asset management through the Fidelio KA Infrastructure
Debt Fund platform.

We are an enabler in the implementation and operation of in-
frastructure assets by matching the financing needs of project
sponsors and developers with the growing number of investors
searching sustainable investment opportunities such as insurance
companies, pension funds and asset managers.

Our investment segments

What sets us apart

= Our unique combination of in-depth industry expertise
and structuring know-how with the financing capabil-
ities of a bank.

= Our access to a captive asset base and large investors.
= Our strong track record of a senior team in managing
risk and growing business; investment in talent and

management development.

= Our expertise in pricing risk and consistent delivery on
our commitment to sponsors.

= The benefits of an agile bank: nimble, flexible, no silo
mentality and commitment to success.

Communication &
Digitalisation

@

Energy &
Environment

it

Transport

=

Social
Infrastructure

BEe

Natural Resources

L)

i:

Energy supply & Broadband & Roads, bridges, tunnels Nurseries, schools, LNG terminals
distribution Fibre optic Airports, ports, universities Pipelines
Renewable energy Data centres waterways Hospitals, nursing homes Storage
Water supply & Rail/light rail, Court buildings and
treatment rolling stock correction facilities

Waste management &
disposal

Administrative buildings
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ALWAYS AMBITIOUS

50 | 50 | 10

In 2018, Kommunalkredit launched its strategic programme, setting out clear and ambitious targets for 2022: 50 |1 50 | 10. We aim
to increase the operating result to EUR 50m, reduce the cost/income ratio to 50% and generate a return on equity of 10% (all under
local GAAP).

What is our goal?
We aim to establish Kommunalkredit as partner of choice for infrastructure
1 investments and, as a result, a leading player in the European infrastructure
market.
How will we achieve this goal?

We focus on our core business. We live customer centricity and concentrate on
operational efficiency and clearly-defined placement criteria.

Where do we aim to improve in our core business?
We broaden the product range, grow the fee business and improve
productivity and profitability. We focus strongly on risk-adjusted
returns.
What do we need to achieve this?
We aim to strengthen our capital basis. This will allow us to increase our under-
writing capacity and to benefit from economies of scale. We invest in talent and
the digitalisation of processes. And we are committed to improving our rating.
Why is this attractive to our shareholders?

We aim to increase the operating result to EUR 50m by 2022, reduce the cost-
income-ratio to 50% and generate a RoE of 10%. All these achievements will result
into an attractive Rol through improvement of our P/B ratio.

11
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GLOBAL ECONOMY PAINTS AN

AMBIGUOUS PICTURE

Macroeconomic environment
in the first half of 2019

After the global economy reached its peak in 2018 with a GDP
growth of 3.5%, the picture for 2019 is an ambiguous one: al-
though global growth appears to be stabilising at 3.2% for 2019
as a whole, a number of emerging markets are grappling with a
severe recession and there are signs of a slowdown in key indus-
trial sectors. This is particularly true for the eurozone, Japan and,
more recently, for China.

Year-on-year growth
slowed down:

Global economic growth expected to
stabilise at 3.2% in 2019

Confidence indicators have also dipped significantly in a large
number of OECD countries, meaning that GDP growth for the
OECD countries as a whole is tipped to come in at only 1.8% in
2019 (2018: 2.3%). By contrast, confidence levels in the corporate
sector and among consumers in the US remain strong, although
economic growth is also starting to wane here as fiscal policy
support effects start to taper off.

Global trade is now only expected to expand by around 2% in
2019, the lowest figure witnessed since the financial crisis. The
main risks hanging over global trade include the exacerbation of
the trade conflict between the US and China and the imposition
of new trade restrictions, in particular additional tariffs, between
the US and the EU.}

US GDP growth is only expected to drop slightly to 2.8% in 2019
as awhole (2018: 2.9%). The US economy is benefiting from solid
labour market performance as well as favourable income and
private consumption, supported by overall financial conditions

1 OECD Economic Outlook, Volume 2019 Issue 1.
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The European Central Bank (ECB) kept interest rates on its mar-
ginal lending facility and its main financing operations unchanged
at 0.25% and 0.00% respectively. The interest rate on the ECB’s
deposit facility remained at -0.40%. On 13 December 2018, the
ECB moved from the phase of extended purchases of public sector
securities, covered bonds, asset-backed securities and corporate
bonds as part of its Asset Purchase Programme (APP) to the re-
investment phase of the programme. The ECB intends to contin-
ue reinvesting the principal payments from maturing securities
purchased under the Asset Purchase Programme (APP) for an
extended period of time.

The interest rate environment in the eurozone in the first half of
2019 was characterised by forecasts of dwindling growth, core
inflation that remained virtually unchanged, the expected fur-
ther easing of monetary policy and another rate cut by the ECB.
Yields on long-dated German Bunds, European bank bonds and
corporate bonds were on a downward trajectory throughout the
first half of 2019, a trend that was accelerated by supportive ECB
comments at the end of the first half of 2019.

In light of the expected interest rate cuts, yields on ten-year German
Bunds are expected to remain in negative territory beyond 2019.

Yields of ten year German Bunds
(H1 2019)

0.3
0.2

0.1

-0.1
-0.2

-0.3
1/1 15/1 1/2 15/2 1/3 15/3 1/4 15/4 1/5 15/5 1/6 15/6 30/6

The US central bank (Federal Reserve Bank) cut its key rate for
the first time in ten years at the end of July. Further interest
rate moves are possible between now and the end of the year.
The Fed is currently reducing its bond investments by USD 50bn
a month while reinvesting the remaining principal repayments.
The Fed expects to invest at least USD 3.5 trillion by Septem-
ber 2019. This equates to more than four times the volume
invested by the Fed more than a decade ago, just before the
financial crisis hit.
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The development in US government bond yields towards the end
of 2018 and throughout the first half of 2019 gives cause for con-
cern regarding an inverted yield curve, which is seen as an indica-
tor of an impending economic downturn. The spread differential
between the ten-year and the three-month bond continued to
narrow in the first six months of 2019 and even slid into negative
territory at times in both March and May.?

The European infrastructure market
in the first half of 2019

It was a solid first six months of the year for the European in-
frastructure market with a transaction volume of EUR 71.5bn,
close to the level witnessed in the boom year of 2018 (H1 2018:
EUR 74.0bn).

There were major changes regarding the geographical and sector
distribution, as well as in terms of the type of transaction (green-
field®, brownfield*, refinancing). The greenfield transaction volume
dropped considerably, with brownfield and long-term refinancing
transactions reaping the benefits. The GBP 2.9bn takeover of a
majority stake in Gatwick Airport by the French company VINCI
Airports is particularly noteworthy in this context. European pub-
lic-private-partnership (PPP) projects were noticeably subdued in
the first half of the year, with only 22 projects accounting for a
transaction volume of EUR 3.8bn being brought to a financial close.

Major factors in these developments included slower economic
growth in key countries such as Germany and political uncertainty
in the run-up to Brexit and upcoming elections throughout Europe,
making it more difficult to secure orders. Although none of these
factors are completely new, the market has shown a strong reac-
tion to the development in medium-term to long-term interest
rates compared to the end of 2018. The significant interest rate
cuts came as a favourable development for project sponsors that
are aiming to achieve lower margins in connection with refinancing
deals and extremely competitive conditions for brownfield acqui-
sition liabilities. The biggest refinancing transactions included the
Tours-Bordeaux high-speed railway line in France and the British
Beacon Rail transaction.

The energy sector accounted for a large proportion of the total
transaction volume. Conventional energy segments such as gas
networks (EUR 2.2bn refinancing of Gas Natural Fenosa, Spain) and
natural gas and crude oil storage (acquisitions of HES International
and VTTl in the Netherlands) played a particularly dominant role.
With these developments, Spain and the Netherlands rank among
the three largest infrastructure markets in the eurozone in terms
of volume. Major transactions were also, however, executed in the
renewable energies segment, such as the refinancing of the Portu-
guese onshore wind platform by First State Investments, in which
Kommunalkredit played a key role as mandated lead arranger.

2 Federal Reserve Board of Governors — Minutes.

3 Greenfield projects are new infrastructure assets, which are characterized by various lengths of construction phases and different financing requirements, depending on their

sector.

4 Brownfield projects are already existing and often already operational infrastructure, where the financing is restructured mostly through M&A transactions.
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The European Infrastructure Market in the First half of 2019°

Transaction volume by type

in EUR bn
141 131 162 211 74 72
250
200
150
. Refinancing
100 e 38 .
- 49 - 20 59 . Brownfield
47 36 34 . Greenfield
2015 2016 2017 2018 H1 H1
2018 2019
Sector breakdown by value
in %
Enviroment
Power
Renewables

Other

5 All figures according to inframation - An Acuris Company.

In addition to conventional infrastructure sectors, such as trans-
port and energy, there was also an increasing focus on the com-
munications and digitalisation sector. Rapid growth in global data
traffic (including 5G and FTTH launches) has aroused keen inter-
est in fibre optic networks, mobile phone base stations and data
centres. By financing several data centre deals (both greenfield
and brownfield projects) in the UK and the Netherlands, Kom-
munalkredit was able to considerably expand its portfolio in this
area. In the communications sector, France was the most active
infrastructure market in the first half of the year thanks to major
transactions including the sale of mobile phone base stations by
Altice and the carve-out of its FTTH (fibre-to-the-home) network.

In the first six months of 2019, there were notable differences
compared to 2018 in terms of geographical distribution. Germany
and Turkey, in particular, saw their transaction volume plummet.
Whereas the situation in Turkey can be traced back to the prevail-
ing political uncertainty, the trend in Germany is due to significant
procurement delays (for example regarding the A3 concession,
the country’s largest PPP order), as well as a general lack, and
the cancellation, of transactions in both the greenfield and the
brownfield segments. By contrast, the French market remained

Social Infrastructure
Telecommunications

Transport

very active, with transactions worth EUR 9.6bn being executed.
The marked year-on-year increase in the transaction volume can
be attributed first and foremost to major telecommunications
deals (Altice FTTH) and to the up-and-coming smart metering
segment (Proxiserve). It was a positive first half of the year for the
Spanish infrastructure market, not only thanks to the EUR 3.2bn
refinancing of Abertis —which operates motorway tollbooths —but
also due to numerous renewable energy transactions.

Central and eastern Europe only executed smaller-scale transac-
tions compared with western Europe — with the exception of the
sale of the Polish cargo port in Gdansk.

From a debt investor’s perspective, a large number of transaction
opportunities arose in the first half of the year, albeit based on
increasingly difficult competitive conditions. Institutional investors
are looking to invest more in the European infrastructure market
and are prepared to employ a considerable amount of capital, not
just in investment grade debt, but also in sub-investment grade
debt in order to compensate for the low interest rates.
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Top-5 infrastructure markets in the euro zone by transaction volume®

EUR 10.3bn (+ 25%)

Spain 52 transactions (+ 44%)

EUR 9.6bn (+62%)

France 58 transactions (+ 76%)

EUR 5.2bn (- 25%)

Netherlands 21 transactions (0%)

EUR 3.8bn (- 51%)

Italy 42 transactions (0%)

EUR 3.3bn (+399%)

Belgium 10 transactions (+67%)

5 All figures according to inframation - An Acuris Company.

&

Business review for the first half of 2019

PROFITABLE NEW BUSINESS

1. Efficient employment of capital
and disciplined placement

The first half of 2019 saw Kommunalkredit forge ahead res-
olutely with the implementation of its growth strategy as a
specialist bank for infrastructure and energy financing. The
contribution made by the infrastructure and energy business
to gross revenues rose to 54.2% (H1 2018: 41.0%). The bank
made the efficient employment of capital a top priority. With a
new business volume of EUR 495.6m, down slightly year-on-year
(H1 2018: EUR 532.5m), Kommunalkredit increased the gross
revenues from the infrastructure and energy business signifi-
cantly, namely by 44.7% to EUR 22.6m (H1 2018: EUR 15.6m).
Public finance lending continues to be an important part of the
bank’s business. New loans were provided on a selective basis
in the first half of the year. Given the profitability of the bank’s
new business, however, the revenue contribution made by the
public finance business fell in line with the strategy to 45.8%
(H12018: 59.0%).
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In its origination activities, the bank focuses on clear selection
criteria, with a stringent focus on both the efficient employ-
ment of capital as well as structure, pricing and placeability with
investors. New business was well diversified in terms of asset
classes, regions, products and maturities delivering attractive
risk-adjusted returns. The bank was able to reap the benefits of
its high level of industry expertise in the field of renewable ener-
gy: Energy & Environment accounted for 60.8% of the financing
volume, with Communications & Digitalisation accounting for
20.3% and Transport accounting for 18.8%. Kommunalkredit’s
regional footprint was also well diversified across the EU and
EU-associated countries, with Spain, the Netherlands, Portugal,
Germany and the UK as the Top 5 markets.

Leveraging its successful track record in traditional project
financing and its in-depth sector expertise, Kommunalkredit
has stepped up its activities in the fields of acquisition finance
and hybrid/corporate finance, as well as its financial advisory
services.

The bank runs an originate-and-collaborate model, meaning
that it places strong emphasis on its distribution capabilities.
In the first half of 2019, it placed a volume of EUR 111.4m



with institutional investors and banks (H1 2018: EUR 280.1m).
Kommunalkredit successfully launched its own infrastructure
debt platform with the first close of the first fund, Fidelio KA
Infrastructure Debt Fund Europe 1, in the third quarter of 2018.
This platform allows Kommunalkredit to offer business part-
ners access to infrastructure financing via an asset management
solution. A second close by Fidelio KA Infrastructure Debt Fund
Europe 1 was prepared in the second quarter of 2019.

Kommunalkredit was involved in financing a number of high-pro-
file transactions in the first half of 2019. These included, for
example, financing in the amount of EUR 81.5m for the devel-
opment of greenfield solar projects in Spain and the EUR 60m
financing for Clean Sustainable Energy (CSE), an operator of bio-
mass plants that also operates in Spain. Kommunalkredit acted
as mandated lead arranger in both transactions —as it did in the
EUR 110m financing for Hansea, a leading local public transport

Selected reference projects

Greenfield solar projects
(Bonete Solar PV/Spain)
+ Kommunalkredit acted as mandated lead
l arranger in the EUR 81.5m financing for the
development of a cluster of three greenfield
solar projects in Albacete, Spain. Construction work on these
projects has already begun. The solar installations have a com-
bined capacity of 146.4 MWp. This was the first time that Kom-
munalkredit participated in a transaction that complies with the
“Green Loan Principles”.

Local public transport
(Bus de Polder/Belgium)

Kommunalkredit played a key role as arranger for
a EUR 110m financing arrangement for Hansea.
Hansea is one of Belgium’s leading public transport companies.
It provides city and regional connections for public transport
companies and offers school and passenger transport services,
as well as charter services. Hansea has shown steady growth in
recent years and boasts a strong market position in both Flanders
and Wallonia.

Biomass power plants

(Clean Sustainable Energy/Spain)
+ Kommunalkredit acted as mandated lead ar-

I ranger for a EUR 60m financing arrangement

for Clean Sustainable Energy (CSE). CSE is a
leading Spanish renewable energy company that operates biomass
plants in Cordoba, Malaga and Toledo. Kommunalkredit received
support in the review and execution of this transaction from its
subsidiary Kommunalkredit Public Consulting (KPC). KPC has ex-
tensive experience in the renewable energies sector.
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company in Belgium, and in the EUR 100m financing for the
expansion of a fibre optic network in rural areas by the Spanish
telecommunications company Adamo. Kommunalkredit played
a key role as mandated lead arranger, global bookrunner, struc-
turing coordinator and underwriter in the EUR 120m financing
for the expansion of charging stations for electric vehicles by the
Dutch company Allego.

Kommunalkredit acted as mandated lead arranger early on
during the tender process for two transactions executed in
2018 that were awarded the title of “Deal of the Year” by the
renowned international industry magazine 1J Global in the sec-
ond quarter: the EUR 1bn financing of the takeover of SAUR by
EQT Infrastructure in the “European Waters” category and the
EUR 420m financing of the acquisition of the Nikola Tesla Air-
port concession in Belgrade by VINCI Airports in the “European
Airports” category.

Electric vehicle charging stations

(Allego/Netherlands)
+ Kommunalkredit played a leading role as

l mandated lead arranger, global bookrun-

ner, structuring coordinator and underwrit-
erinthe EUR 120m financing for the expansion of electric vehicle
charging stations in Europe by the Dutch power grid company
Allego. Allego currently operates over 10,000 charging stations
in Germany, Belgium, the Netherlands, Luxembourg, France and
the UK. These charging stations are used primarily by municipal
authorities, private companies and transport companies. Allego
is planning an expansion involving several thousands of new
charging stations over the next three years.

Fibre optic network in rural areas
(Adamo/Spain)

Kommunalkredit, in the capacity of mandat-
ed lead arranger, significantly contributed to
the EUR 100m financing for the expansion
of a fibre optic network in rural areas by
the Spanish telecommunications company Adamo. This project
supports the nationwide Spanish project to promote fibre-to-
the-home (FTTH) broadband networks in rural regions in order
to promote regional economic growth. Adamo is owned by the
investment company EQT, which is also involved in fibre optics
projects in other European countries.
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2. High-quality loan portfolio

The bank holds a loan portfolio of high asset quality without a
single loan loss in the reporting period. As of 30 June 2019, the
bank’s portfolio had an average rating of “BBB+” with 74.3% of
the loans rated as investment grade.

Total loan portfolio by region
in EUR m, as of 30/6/2019

I N
30/6/2018 31/12/2018 30/6/2019

Austria Euro zone! EU/Rest

1 Euro zone without Austria
2 Switzerland
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The non-performing-loan ratio (NPL) was maintained at 0.0% in the
first half of 2019. The weighted average probability of default was
0.4% as of 30 June 2019. Kommunalkredit’s loan portfolio is well
balanced, comprising an increasing proportion of infrastructure
and energy financing transactions and a significant public sector
loan book. As of 30 June 2019, loans to municipalities accounted
for 37.5% of the portfolio (with Austrian municipalities making

Non-EU-
Europe OtI'Ler
22% 16%

Austria
48.2%

> EUR 3.1bn

Euro zone
36.3%

3 Turkey
Companies
8.2%

Total loan portfolio by borrower type
in EUR m, as of 30/6/2019 Muni

(Austria)

34.1%
I N . Infra and
30/6/2018 31/12/2018 30/6/2019 energy

financing 2 EUR 3.1bn
34.3%
Muni

(EV)
3.4%
Credit PSEs

Institutions
0,5%

Muni Muni
(Austria) (EV)

PSEs Utilities

Muni: Municipalities
PSEs: Public Sector Entities

Utilities 9.6%
9.9%
18 18 16
Credit Infra and Companies
Institutions energy
financing



up 34.1pp), infrastructure and energy financings accounted for
34.3%, and loans to public sector enterprises had a share of 9.6%.

Geographically, Austria contributed 48.2% to the loan portfolio,
followed by the rest of the eurozone with 36.3% and other EU
countries with 11.7%.

3. Funding position diversified
further

As of 30 June 2019, Kommunalkredit reported a strong liquidity
position with a free liquidity reserve of EUR 294.6m (31/12/2018:
EUR 278.9m). This included high-quality liquid assets (HQLA) of se-
curities in the amount of EUR 284.5m (31/12/2018: EUR 249.0m).
In addition, Kommunalkredit had cash and balances with central
banks of EUR 272.8m (31/12/2018: EUR 314.4m).

The liquidity reserve contributed to a liquidity coverage ratio in
excess of 733% as of 30 June 2019. The net stable funding ratio
(NSFR) was at 102%.

The bank succeeded in further strengthening its funding structure
and broadening its investor base in the first half of 2019. Current
refinancing is carried out via retail deposits (KOMMUNALKREDIT
INVEST), wholesale deposits (KOMMUNALKREDIT DIREKT and
direct business with corporate customers) as well as new capital
market funding via senior unsecured and covered bonds.

Liabilities to customers increased to a total of EUR 1,627.0m
(31/12/2018: EUR 1,456.5m). This positive development was
primarily driven by the increase in customer deposits by 16.3%
to EUR 1,165.9m (31/12/2018: EUR 1,002.5m). Liabilities to cus-
tomers also included long-term private placements of EUR 269.1m
(31/12/2018: EUR 280.1m), liabilities from collateral received
in connection with derivatives of EUR 61.4m (31/12/2018:
EUR 60.0m) and other long-term liabilities to customers in the
amount of EUR 130.6m (31/12/2018: EUR 116.6m).

Funding structure

. 2 EUR 3.2bn
in EUR m, as at 30/6/2019
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M Covered Bonds
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Promisory Notes
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Weighted average term in years

W31/12/2018
M 30/6/2019

Liabilites

Assets

Customer deposits up by 16.3%

Retail deposits (KOMMUNALKREDIT INVEST): The bank conducts
its retail business in Austria and Germany via its online retail
platform KOMMUNALKREDIT INVEST. KOMMUNALKREDIT INVEST
focuses on attaining term deposits for terms of up to ten years. As
of 30 June 2019, the bank had 7,458 retail customers (31/12/2018:
5,063). Compared to the end of 2018, the volume of deposits
increased by 53.7% to EUR 440.6m (31/12/2018: EUR 286.7m).
The proportion of term deposits increased significantly to 82.5%
(31/12/2018: 72.1%), with term deposits with maturities of up to
12 months accounting for 50.0 percentage points (31/12/2018:
48.8 percentage points) and term deposits with maturities of more
than twelve months for 32.5 percentage points (31/12/2018: 23.3
percentage points).

Retail deposits (KOMMUNALKREDIT INVEST)

in EURm
500
400
300
M Sight Deposits
l Term Deposits 80
200
116 /
100
0 16
0
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Wholesale deposits (KOMMUNALKREDIT DIREKT and direct
business with corporate customers/Sales Desk): With its online
platform KOMMUNAL KREDIT DIREKT, the bank offers an efficient
investment and cash management tool for municipalities and
corporates. The continued strong growth of the platform confirms
Kommunalkredit’s close connection with its traditional municipal
customer base in Austria. This is also reflected by the notable



number of KOMMUNALKREDIT DIREKT depositors that are cus-
tomers on the lending side as well (36%). Taking deposits by corpo-
rates into account, wholesale deposits increased by a total of 1.5%
to EUR 725.3min the first half of 2019 (31/12/2018: EUR 714.7m).
This means that the trend towards longer maturities has continued
in 2019. With an average volume of about EUR 2.4m, wholesale
deposits were highly granular.

Wholesale deposits

inEURm :i?DII(\E/TI\EI)SSI\II(ALKREDIT DIREKT
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600 530/ 396352
400
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Capital market funding

Kommunalkredit’s capital market activities were focused, in par-
ticular, on a series of small private placements of senior unsecured
bonds with international investors and increasing duration.

Social covered bond - social asset reporting as of
30 June 2019

As of 30 June 2019, Kommunalkredit’s social asset portfolio
included 62 loans (31/12/2018: 80) in the areas of education,
healthcare and social housing accounting for a total volume of
EUR 374m (31/12/2018: EUR 436m). During the reporting period
(2018/2019), Kommunalkredit financed eight new social infra-
structure projects amounting to around EUR 34m, compensating
for a large part of the repayments and sales from its portfolio.

Kommunalkredit annually reports the use of proceeds from the
issuance of its social covered bond (as of 30 June).
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Social covered bond — Social asset reporting as at 30/6/2019

in EURm

M Healthcare
M Education
M Social Housing

Strong liquidity ratios

The liquidity coverage ratio (LCR), which measures the short-term
resilience of a bank’s liquidity risk profile over a 30-day scenario,
is closely monitored as part of the bank’s early warning system.
With a ratio of 733% as of 30 June 2019 (31/12/2018: 453.7%),
Kommunalkredit significantly exceeded the regulatory minimum
ratio of 100%.

The net stable funding ratio (NSFR), which shall require banks to
maintain a stable funding profile in relation to the composition
of their assets and off-balance-sheet activities under CRR, was at
101.8% as of 30 June 2019 (31/12/2018: 104.7%).

4. Rating

Kommunalkredit’s unsecured debt issues have a long-term rating
of “BBB (low)” and a short-term rating of “R-2 (mid)” from DBRS.
The ratings were confirmed on 18 October 2018 with the outlook
being lifted to stable. On 19 February 2019, St