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Commerzbank: Renewable energies set for worldwide growth with decreasing costs

Intact growth in the wind energy market
Competitive bidding puts remuneration rates under pressure

New market instruments changing financing environment

Today in Hamburg, Commerzbank presented its market assessments of the wind energy market,
ahead of Wind Energy Hamburg, which takes place from 25 to 28 September 2018. “We continue to
observe a robust global expansion in renewable energies with a further decrease in production costs,”
is the conclusion drawn by Berthold Bonanni, head of the Energy unit (CoC Energy) at Commerzbank
AG.

The production of wind energy has experienced annual growth from 2015 to 2017 seeing an increase
worldwide of 11% p.a., from 128 to 157 gigawatts (GW). In contrast, the investment costs for the same
period fell by 7% p.a., from $323 billion to $280 billion. Bonanni added: “The trend of a decline in
production costs continues unabated, it is largely driven by the transition to competitive bidding
systems which determine the size of fixed remuneration rates.”

Regionally, Commerzbank forecasts strong annual growth in the Asia-Pacific region, and in particular in
the offshore sector. In contrast, it is expected that Germany will see a brief decline in 2019, however
growth of the onshore wind sector in Germany is expected to normalise from 2020.

Competitive bidding

The global trend of competitive bidding procedures puts pressure on remuneration rates. For example,
the number of countries which utilise competitive bidding has increased from 64 in 2015 to 84 in 2017.
In the EU this has been mandatory since 2017. “In our experience competitive bidding leads to lower
remuneration rates because pricing is closely linked to the decline in production costs,” observes
Bonanni.
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Financing conditions

A decline in the size of remuneration in conjunction with an expected rise in electricity prices would
increasingly bring renewable energy assets towards the threshold for price competitiveness (grid
parity). If auction prices converge towards current market price levels, private power purchase
agreements (PPAs) will become increasingly attractive. This transformation, which has already been
observed in a number of markets, is also changing the financing conditions, as the financing is no
longer based on government guarantees but on market-based instruments. “The consequences of this
paradigm shift,” says Bonanni, “are currently still uncertain. However, the shift is an important element
in the integration of renewables in the energy markets. This raises the question of how the risks from
market economy-based project financing could be shared among the market participants.”

Commerzbank AG, with its Center of Competence Energy (headquarters in Hamburg), is one of the
leading financiers of renewable energies with a loan volume of around €4.5 billion in project financing
and around €0.7 billion in corporate financing. Commerzbank has financed ca. 15% of the wind
capacity in Germany to date.
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About Commerzbank

Commerzbank is a leading international commercial bank with branches and offices in almost 50 countries. In
the two business segments Private and Small Business Customers and Corporate Clients, the Bank offers a
comprehensive portfolio of financial services which is precisely aligned to its clients’ needs. Commerzbank
finances approximately 30% of Germany’s foreign trade and is the leading finance provider for corporate
clients in Germany. Due to its in-depth sector know-how in the German economy, the Bank is a leading
provider of capital market products. Its subsidiaries Comdirect in Germany and mBank in Poland are two of
the world’s most innovative online banks. With approximately 1,000 branches, Commerzbank has one of the
densest branch networks among German private banks. In total, Commerzbank serves more than 18 million
private and small business customers, as well as more than 60,000 corporate clients, multinationals, financial
service providers, and institutional clients. The Bank, which was founded in 1870, is represented at all the
world’s major stock exchanges. In 2017, it generated gross revenues of €9.1 billion with approximately
49,300 employees.
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Disclaimer

This release contains forward-looking statements. Forward-looking statements are statements that are not
historical facts. In this release, these statements concern inter alia the expected future business of Commerzbank,
efficiency gains and expected synergies, expected growth prospects and other opportunities for an increase in
value of Commerzbank as well as expected future financial results, restructuring costs and other financial
developments and information. These forward-looking statements are based on the management's current plans,
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expectations, estimates and projections. They are subject to a number of assumptions and involve known and
unknown risks, uncertainties and other factors that may cause actual results and developments to differ materially
from any future results and developments expressed or implied by such forward-looking statements. Such factors
include the conditions in the financial markets in Germany, in Europe, in the USA and other regions from which
Commerzbank derives a substantial portion of its revenues and in which Commerzbank holds a substantial portion
of its assets, the development of asset prices and market volatility, especially due to the ongoing European debt
crisis, potential defaults of borrowers or trading counterparties, the implementation of its strategic initiatives to
improve its business model, the reliability of its risk management policies, procedures and methods, risks arising
as a result of regulatory change and other risks. Forward-looking statements therefore speak only as of the date
they are made. Commerzbank has no obligation to update or release any revisions to the forward-looking
statements contained in this release to reflect events or circumstances after the date of this release.
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