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Overview

- Germany-based Berlin Hyp AG is a commercial real estate lender whose activities are
predominately funded by covered bonds (Pfandbriefe).

- We consider Berlin Hyp's financial risk profile is intertwined with that of Landesbank Berlin AG
because of a profit-loss-transfer mechanism established through their direct owner, a
non-operating holding company, Landesbank Berlin Holding (LBH).

- We further consider Berlin Hyp and the consolidated LBH group as core members of the
German savings banks network (DSGV), reflecting their full, ultimate ownership through savings
banks; membership in the sector's institutional protection scheme; and integration and
importance for the sector.

- Based on the savings banks' ownership, we equalized our ratings on Berlin Hyp with our 'a'
group credit profile (GCP) on the DSGV and assigned our 'A-1' short-term issuer credit rating to
Berlin Hyp.

- We also assigned our 'A-1' short-term rating to the company's commercial paper program,
which reflects our expectation that notes issued under the program would be senior unsecured
obligations, with a maximum tenor of up to one year.

Rating Action

On Aug. 9, 2021, S&P Global Ratings assigned its 'A-1' short-term issuer credit rating to
Germany-based Berlin Hyp AG.

Rationale

The rating reflects Berlin Hyp's full ownership by the German savings banks and the likelihood
to receive support. We equalize our ratings on Berlin Hyp with our 'a' group credit profile (GCP) on
the German savings banks network (DSGV). This reflects Berlin Hyp's full, ultimate ownership
through the German savings banks; membership in the sector's institutional protection scheme;
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and integration and importance within the German savings banks sector. We therefore expect it to
receive extraordinary support under any foreseeable scenario from the DSGV as long as the
ownership prevalent.

We consider Berlin Hyp linked to Berliner Sparkasse through its shared holding company,
Landesbank Berlin Holding AG. We see Berlin Hyp's financial risk profile as intertwined with that
of Landesbank Berlin Holding (LBH), a non-operating holding company ultimately owned by the
saving banks. LBH has full ownership in Berlin Hyp and Landesbank Berlin AG (LBAG), which
predominately operates as Berliner Sparkasse, the local savings bank in the Berlin area. We
consider LBH group an integrated subgroup of the DSGV, reflecting the profit and loss transfer
mechanism between Berlin Hyp and LBAG through the holding. The group also relies on uniform
risk management policies and the subsidiaries partly share risk management capacities. Lastly,
the subsidiaries' strategy and capital management is approved and monitored by LBH's board,
which comprise members of Berlin Hyp's and LBAG's management team. This implies LBBH is in
control over the group members' strategy and the disposition of its cash flows.

Berlin Hyp acts as the sector's commercial real estate (CRE) servicer, which supports its
integration into the DSGV. Berlin Hyp and the LBH group are integrated into the DSGV's business
strategy. Berlin Hyp is a monoline CRE lender whose activities are predominantly funded by
covered bonds and senior unsecured funding. It operates nationally and, to a limited extent,
internationally; and collaborates with savings banks by allowing them to participate in CRE
lending outside their core regions, mainly in the form of syndicated loans. At the same time, the
local savings banks transfer lending to Berlin Hyp if the lending exceeds their own capacity, and
they channel excess liquidity to Berlin Hyp by purchasing the bank's debt instruments because
they do not incur any risk charge within the sector. Berlin Hyp offers the local savings bank
additional services relating to its core CRE activity, such as guarantees, derivatives, and appraisal
services, which supports its integration into the savings banks sector. We also see Berlin Hyp as
positive for the sector's profitability. It has been relatively successful in recent years, despite a
material increase in credit loss provisioning in 2020 because of the pandemic and margin pressure
in the ultra-low interest rate environment. Like other savings banks, LBAG/Berliner Sparkasse's
operations primarily focus on retail, small and midsize enterprises, and corporate customers in
Berlin. It also has majority ownership in S-Kreditpartner GmbH, the specialized alliance partner
for the car and consumer credit business within DSGV. Given its integration into the DSGV, we do
not assign individual stand-alone credit profiles to either Berlin Hyp or the LBH group.

We believe that the bank is fully integrated into the savings bank's protection scheme and will
receive support. We consider Berlin Hyp and the LBH group core members of DSGV and expect
them to receive support under any foreseeable scenario. Our assessment considers that Berlin
Hyp and the group are tied together with DSGV through various mechanisms, including the
common full ownership by the German savings banks. Both operating entities and LBH are
members of the Landesbanken guarantee fund, with the primary goal of avoiding a default of its
member institutions. If this pot was exhausted, to allow for additional support, this would trigger
nationwide overflow mechanism between 13 pots predominately linked to regional savings banks
associations. To prevent material reputation risk for other savings banks given that they share a
common brand, we believe the savings banks would support the group (which includes the savings
bank operations in Berlin) and Berlin Hyp under any circumstances through the German savings
banks. This also reflects the relative smaller size of the LBH group compared with the overall
DSGV, estimated at about 6% of total assets, which facilitates the decision about support.
Moreover, all entities' supervisory boards include representatives of German savings banks and
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their regional associations, who are ultimately in charge of deciding, on behalf of the German
savings banks' institutional protection scheme, whether support should be granted. We therefore
believe that the German savings banks can detect problems early and organize support, as
appropriate, in a timely fashion.

Unless we revise our view of the integral role of Berlin Hyp to the LBH group and DSGV in particular
or the prospects that it would receive support in case of need, the ratings on Berlin Hyp will move
in tandem with our GCP on DSGV.
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Ratings List

New Rating

Berlin Hyp AG

Issuer Credit Rating --/--/A-1

Commercial Paper A-1

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
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have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further information. A description of each of
S&P Global Ratings' rating categories is contained in "S&P Global Ratings Definitions" at
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceId/504352 Complete ratings
information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating
action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search
box located in the left column. Alternatively, call one of the following S&P Global Ratings numbers: Client Support
Europe (44) 20-7176-7176; London Press Office (44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49)
69-33-999-225; Stockholm (46) 8-440-5914; or Moscow 7 (495) 783-4009.

www.spglobal.com/ratingsdirect August 9, 2021       4

Research Update: Germany-Based Real Estate Lender Berlin Hyp AG Assigned 'A-1' Short-Term Ratings



www.spglobal.com/ratingsdirect August 9, 2021       5

Research Update: Germany-Based Real Estate Lender Berlin Hyp AG Assigned 'A-1' Short-Term Ratings

STANDARD & POOR’S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor’s Financial Services LLC.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors.
S&P reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites,
www.standardandpoors.com (free of charge), and www.ratingsdirect.com (subscription), and may be distributed through other means,
including via S&P publications and third-party redistributors. Additional information about our ratings fees is available at
www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their
respective activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P
has established policies and procedures to maintain the confidentiality of certain non-public information received in connection with each
analytical process.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for
certain regulatory purposes, S&P reserves the right to assign, withdraw or suspend such acknowledgment at any time and in its sole
discretion. S&P Parties disclaim any duty whatsoever arising out of the assignment, withdrawal or suspension of an acknowledgment as
well as any liability for any damage alleged to have been suffered on account thereof.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are
expressed and not statements of fact. S&P’s opinions, analyses and rating acknowledgment decisions (described below) are not
recommendations to purchase, hold, or sell any securities or to make any investment decisions, and do not address the suitability of any
security. S&P assumes no obligation to update the Content following publication in any form or format. The Content should not be relied on
and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making
investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While
S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due
diligence or independent verification of any information it receives. Rating-related publications may be published for a variety of reasons
that are not necessarily dependent on action by rating committees, including, but not limited to, the publication of a periodic update on a
credit rating and related analyses.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any
part thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or
retrieval system, without the prior written permission of Standard & Poor’s Financial Services LLC or its affiliates (collectively, S&P). The
Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers,
shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the
Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results
obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is provided on an “as is”
basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT
THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE
CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive,
special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and
opportunity costs or losses caused by negligence) in connection with any use of the Content even if advised of the possibility of such
damages.

Copyright © 2021 by Standard & Poor’s Financial Services LLC. All rights reserved.


	Research:
	Overview
	Rating Action
	Rationale
	Related Criteria
	Related Research
	Ratings List


