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Commerzbank Research: No ECB rate hike in 2019

Chief economist Kramer: “Turnaround of monetary policy still not in sight”
Compromise in the Italian budget dispute after Elections to the European Parliament

DAX should recover over the coming year

The global decline in economic indicators is not a harbinger of a dangerous economic downturn, said
Commerzbank chief economist Jérg Kramer on Friday in Frankfurt. “What we see here is just a slowdown of
growth,” said Kramer.

The US economy, for instance, has been boosted this year by the reduction in taxes and an increase in
government expenses, which will not repeat itself next year. In addition, the US Federal Reserve's monetary
policy is depressing economic growth. The Fed has already raised interest rates eight times since the end of
2015 and will — after another step in December — raise it two further times next year, according to
Commerzbank analysts. The rate would then be at 3.00%. The Bank's economists expect the US growth to
fall to 2.5% in 2019.

In the Eurozone, the manufacturing sector, which is dependent on foreign trade, shows signs of weakness.
According to Kramer, this is primarily due to exports to China, which are seeing less growth currently. “The
development of economic growth in the Eurozone predominantly depends on China,” said Krdmer. He
believes, however, that the Chinese government will successfully stimulate domestic demand and thereby
stabilise the Chinese economy. In this case the upswing in the Eurozone should continue to grow at a rate of
1.4% in 2019, according to Commerzbank economists.

The budget crisis in Italy represents a downside risk to this forecast. However, Kramer does not believe that
the conflict will escalate. “Italy will continue this dispute until the elections to the European Parliament next
May,” said Kramer. “After the elections, Italy will strike more modestly and in doing so open the door to a
compromise.” Brexit also continues to be a factor of uncertainty. “Unfortunately, the EU has clearly left its
mark on the Brexit agreement so an approval by the British Parliament is questionable,” said Kramer.

These factors combined with core inflation not picking up will have an impact on the European Central Bank.
According to Commerzbank experts, the ECB will not raise interest rates in 2019, but in March 2020 instead
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— without initiating a rate hike cycle. “A true turnaround of monetary policy in the Eurozone is still not in
sight,” said Kramer. It is expected that the DAX will recover as soon as economic indicators pick up next
spring, and after the elections to the European Parliament, when the Italian government shows it is willing to
compromise (DAX year-end forecast: 12,500).

Commerzbank Research Forecasts
Growth in gross domestic product in real terms in % compared to previous year

2018 2019 2020
Eurozone 1.9 14 1.6
- Germany 1.5 1.2 2.0
- France 1.6 13 15
- ltaly 1.0 0.9 1.2
UK 1.3 1.6 1.8
USA 2.9 25 1.8
China 6.5 6.3 6.0
World 3.8 3.5 3.4
US dollar (per euro 1.22
as at year end)
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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, 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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