Deutsche Bank
Corporate Responsibility 2014

36

»With Deutsche Bank’s help,
Unilever has issued the first
ever sterling green bond. This
will help to raise essential
funding to invest in energy
eﬃciency and other vital
ingredients for a sustainable
business.«

Deutsche Bank has a significant management
presence in London, which reflects the
strategic importance of the UK’s capital in the
banking industry.
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Leveraging strengths,
rising to the challenges,
earning trust
Steve Weiner, London
Group Treasurer, Unilever
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Client centricity
Putting clients first
In brief

Client centricity is central to Strategy 2015+
Introduction of a common approach to
client segmentation
Cross divisional collaboration intensified
Client centricity is one of our core values and is central to our Strategy 2015+. We
recognize that satisfied, loyal clients are vital for our continued success. This requires
a culture based on client needs rather than an approach that focuses on products
or transactions. Deutsche Bank’s leadership launched a major initiative in 2014 to put
this client-centric culture into practice.
We need to improve our understanding of clients and gauge their needs better
in the rapidly changing business environment. Putting clients first means analyzing
who our clients are, what they want, how well we currently meet their needs, and
how we can add value for them in the future. Only then will we be fully able to help
clients meet challenges such as shifting demographics, globalization, digitalization,
evolving consumer behavior and climate change.
Two concepts are central to this commitment, which we are embedding across
our businesses:
— Client selection: a much deeper understanding of our current or prospective
clients and the longer-term prospects of a business relationship for both parties
— Product suitability: appreciating our clients’ needs, their specific risk appetites
and financial skills, combined with a broader perspective of what is right for other
external stakeholders

Satisfied and loyal
clients are vital for
continued success

Client selection is increasingly important for our businesses. It is a key feature of our
reputational risk processes to ensure we safeguard and uphold integrity and prevent
abuse of the financial system. Page 21 We are reviewing our existing client base and
terminating relationships if we cannot create or maintain sustainable, mutual benefits,
or if we have well-founded concerns about reputational risk and integrity.
We also take a robust approach to product suitability. In line with our Product Principles,
we refrain from oﬀering certain types of products to our retail clients. Page 42 Similarly,
we no longer oﬀer public sector clients in Germany certain derivative products
unrelated to hedging their underlying business. We only oﬀer investment products to
these clients based on strict suitability criteria.
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Living the values
In 2014, the Credit Risk Management team raised concerns about the reputational risk
from continuing to do business with a hedge fund client that was facing legal action.
The client represented a lucrative source of revenue but the team was concerned about
the potential long-term implications for Deutsche Bank. The issue was escalated
to the Regional Reputational Risk Committee. It was then reviewed by the Group
Reputational Risk Committee, which judged that while the issue was not clear-cut,
maintaining the relationship would be inconsistent with Deutsche Bank’s values and
beliefs. As a result, Deutsche Bank ended its relationship with the client, even though
competitors continued to do business with the client.

We evaluate the tax considerations of products with regard to the intent and spirit
of applicable tax laws, the social context within which the Bank operates, and the
Bank’s standing and reputation with the public, tax administrations, regulators, and
political representatives.

Putting client centricity into practice
A new initiative launched in 2014 will help us to develop client-oriented strategies
and oﬀer a full suite of eﬀective products and services across the business divisions.
We are introducing a common approach to client segmentation, analysis and
measurement of satisfaction, with a more systematic approach to gathering feedback
directly from clients.
This requires coordination across our divisions and processes, and greater collaboration
between Deutsche Bank’s divisions. An early example of such collaboration is an
agreement between Corporate Finance and Deutsche Asset & Wealth Management
to enhance service for high-net-worth clients. We have also developed a new
framework to govern the selling of products and services across divisions.
Clients will benefit from a more seamless experience when they work with diﬀerent
parts of the Group. The business will benefit from the creation – as far as possible –
of a single client dashboard providing a Group-wide view of key customer metrics.
Satisfied, loyal clients are central to our success. Building on existing processes
we have determined a Net Promoter Score (NPS) for all client segments to create
a consistent and systematic measurement of client satisfaction across the Bank,
supporting the Bank’s goal to foster client centricity.
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Private and business clients
Creating customer value
In brief

Client satisfaction is an important performance
indicator
Investing €200 million in expanding
digital oﬀerings
One in every seven mortgages in Germany
provided by Deutsche Bank
Our private and business client network, operating from 2,700 locations in seven
countries, serves the banking needs of private individuals and smaller as well as
mid-sized businesses. As a major element of our FairShare™ (FairShare) principle,
we place clients at the core of our business and client satisfaction is an important
performance indicator for our advisors.

€7
billion
increase in net
new assets

We are responding to rapid shifts in consumer behavior, driven by technological
developments and societal trends. To improve our services for clients, we are
investing €200 million in digital innovation over the next three years. We also continue
to invest in customer research to understand the needs of our clients better and to
improve our products.
With interest rates remaining low, our clients demand comprehensive and competitive
mortgage and loan oﬀerings. We satisfied this demand with market leading financing
solutions. Also, our clients are looking for attractive investment opportunities. Our
award-winning advisory services, investment and insurance product portfolio, and
deposit campaigns in the second half of 2014 helped us to meet this demand. As a
result, we achieved:
— Large inflows in brokerage accounts: €10 billion increase in assets under
management, of which €7 billion are net new assets
— Very good results in our insurance business: More than €4 billion of premiums
collected. Thereof more than €700 million in corporate pension and €800 million in
single premium
— A positive response to our deposit gathering campaigns, with attractive interest
rates for new deposits: €7 billion in new deposits, including Postbank
— Strong growth in credit products, especially in mortgages, where we made more
than 160,000 home loans
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Creating value for clients

FairShare
principle
embedded in retail and
business banking

We place our clients at the core of our organization. This is a central tenet of the
FairShare principle, which has been embedded in our retail and business banking
operations since 2009.
As part of FairShare, a Product Code and our Product Principles commit us to create
long-term value through products that are transparent, part of the real economy and
beneficial to individuals. All new products are subject to an enhanced product
approval process and existing products are reviewed regularly to ensure compliance
with the Principles.
Certain exclusions also apply. In line with our Product Code and Product Principles,
and Deutsche Bank’s overall approach to reputational risks, we will not advise on or
oﬀer products directly connected with:
—
—
—
—
—
—

Wagers on death, illness, invalidity or insolvency
Production and sale of nuclear weapons, cluster munitions or land mines
Speculation on commodity scarcity
Encouragement or use of child labor
Criminal activities, including illegal drugs and money laundering
Human rights violations

The Responsible Banking Committee (RBC) of senior executives has supervised
compliance with these Principles since 2012. In 2014, we strengthened governance by
integrating the RBC into the Group Internal Control Committee, a senior management
group which deals with all matters of risk, reputational and control.
Some of our products and services specifically support Deutsche Bank’s commitment
to advocating a low-carbon economy. In all our European operations, we provide
financing for energy-eﬃcient buildings, renewable energy, investments in technology
and research that supports CO2 reductions. In 2014, we made €304 million in funding
for energy eﬃcient construction and renovation as part of KfW environmental
programs available to private and business clients in Germany. Additionally, we sell
sustainable investment funds through our network of branches in Europe.

Focusing on client needs
Taking a long-term approach aligned with client needs, we have established the
role of a Chief Client Oﬃcer (CCO) in 2009. He acts as a customer advocate in retail
banking at management level, advising senior management on potential issues
clients may face. Customer satisfaction, retention and the FairShare principle are
his key areas of focus; he has no responsibility for sales or financial returns. Close
contact with consumer organizations and the media provides insights that inform
action on customer satisfaction.
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The CCO is involved in the development and amendment of products and processes
and has the power of veto in deciding whether:
— The benefit of new products to the customer is clear
— Products and processes function correctly
— Advisors have the skill to advise customers on a particular product or need
additional training
— Clear and easily understood product documentation is available, such as a product
information sheet
Oﬀering tailor-made advisory solutions
Deutsche Bank aims to oﬀer to each client tailor-made advisory solutions with
financial products that fit their individual situation and position in the financial life
cycle. That is achieved through:
— Client segmentation within private and commercial banking, ensuring that we
understand the financial needs of each type of customer
— Providing a dedicated personal advisor to advise each client throughout their lives,
who is trained to understand the financial needs of specific customer segments
in each stage of life and to provide prudent advice on financing, investing, saving,
insuring and provisioning
— Supporting advisors through dedicated product specialists who can adjust
financial products to individual customer needs
This three-pronged approach, combined with our international expertise, is at the
core of Deutsche Bank’s “Hausbankprinzip” for all private and commercial clients.
Researching customer satisfaction
Client satisfaction is an important performance indicator and firmly anchored in our
retail business model. We therefore invest in extensive customer research.

360,000
retail clients

participated in client
satisfaction survey

Approximately 360,000 retail clients in Germany participated in our 2014 client
satisfaction survey. The responses provide detailed feedback on how clients perceive
our advice and services, how they evaluate the range of services on oﬀer at our
branches and whether they would recommend Deutsche Bank to a friend or relative.
The survey is not anonymous so our advisors can act on praise and criticism more
eﬀectively and contact clients directly to continue the dialog.
Despite the diﬃcult market situation, the client satisfaction index increased from 68.4%
in January to 71.2% in December 2014.
Client satisfaction index
In %

2014*

Client satisfaction index
Client satisfaction with our advice
Client satisfaction with our services
Client satisfaction with actively oﬀered products and services
Willingness to recommend Deutsche Bank

71.2
71.7
72.5
66.8
74.0

*Previous years are not comparable as the methodology has changed.
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We used mystery shoppers to make around 2,800 purchases in 2014 and conducted
9,300 telephone calls to clients following an advisory meeting to assess compliance
with our advice and service standards. The standards aim to ensure we build client
relationships by continually delivering a high-quality customer experience. This
includes adhering to regulatory requirements, providing error-free product and service
documentation and customized product recommendations, as well as oﬀering a
friendly welcome.
The results of mystery shopping and telephone calls are combined in our mystery
shopping index. The index was 78.4% in 2014. In 2014 we changed our methodology
to increase the focus on existing clients.
The results of the client satisfaction survey and mystery shopping influence the
objectives for our branches. Additionally, both are linked to the performance-related
component of remuneration for our sales staﬀ.
Handling complaints
Improving customer satisfaction also depends on listening to complaints, so it is
important that customers feel able to approach us. The central complaint management
team reports directly to the Chief Client Oﬃcer, whose role in reviewing new processes
is intended to prevent complaints from arising in the first place. Advisory topics
and new investment products, in particular, are scrutinized closely to improve future
quality and satisfaction.
When we recognize mistakes, we work to solve cases quickly without excess
bureaucracy. However, we will defend our position where we are not able to
substantiate a complaint or identify any damage to clients. From 2015, we follow
a new process to ensure we confirm receipt of a complaint promptly, identify
a personal contact in Deutsche Bank who will deal with it, and give an expected
processing time.
In 2014, the German Federal Court of Justice (Bundesgerichtshof) ruled that credit
institutions are not allowed to charge credit processing fees within standardized
consumer credit agreements. Clients may claim refunds for transactions dating back
to 2004. All clients who claim refunds will receive an interlocutory notice and we aim
to pay out justified refunds in short order.
We have a Hardship Cases Commission for special cases when a complaint involves
hardship for the client. Senior complaint managers alert the Commission and the
client is contacted personally by one of our advisors to resolve any issues. We pay
particular attention to clients who contact us after finding themselves in urgent
situations through no fault of their own. Complaint Management found an appropriate
solution for our clients’ needs in all seven hardship cases in 2014.

Deutsche Bank
Corporate Responsibility 2014

2 – Our Business
Private and business clients

45

Protecting consumers
In line with FairShare, we aim to promote products that oﬀer solutions customized
to clients’ needs. We only recommend products and services that are comprehensible
and have clear benefits for the client. Information and marketing materials must be
easily understood and provide all relevant information, including costs and prices.
We analyze clients’ financial situation before granting loans or approving lines of credit
to ensure that the duration of the loan is appropriate to the financing purpose and the
client’s financial circumstances. Our employees must be sure that clients understand
the characteristics, functions and risks inherent to a product.
In addition to our exclusion criteria page 42, some products are not available to certain
client groups. For example, products with long-term or limited tradability will not be
actively sold to people over the age of 70. To prevent conflicting objectives between
customer value and revenue generation, our advisors do not receive commission on
individual business transactions.
As a responsible lender across the life-cycle of a loan, we aim to work with customers
in financial diﬃculties to avoid cancellation. Only the unpaid installments are due before
an account is cancelled and enters the legal process, not the total loan amount. Our
objective is to maintain the relationship, bring customers back to a current status and
support them through temporary payment problems using deferrals, interest-only
periods, debt restructuring and, in certain circumstances, debt waivers.

Meeting client needs with new technology

€200
million
allocated for
digitalization

Digital media is changing people’s behavior. Banking products are increasingly
purchased online, and half of our retail clients are already “going digital” in their
interactions with Deutsche Bank. Rapid advances in technology and changes in
communication and networking patterns impact our business significantly,
providing an opportunity to demonstrate innovation and attract young customers.
We responded to client needs in the field of digitalization in 2014 with new services as
part of a €200 million investment program. Several projects in digital communication,
advice and banking respond to changes in the way clients interact with Deutsche Bank.
For example, the photoTAN app enables significantly faster authorization of client
transactions in online and mobile banking and increases security for clients. Using the
My Bank mobile app, clients can use photoTAN to transfer funds with a mobile device
in just three clicks.
Touch ID also speeds up mobile banking and increases security. Clients with the
My Bank mobile banking app use fingerprint login instead of entering their branch
number, account number and PIN to log in. Touch ID is disabled if the device is lost
and the PIN is not stored on the device.
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Other developments include:
— Digital mailbox extension: Clients can access their digital mailbox via mobile
banking and view important documents at any time, including account documents,
securities and credit card transaction statements.
— Financial planner: An online budgeting service in Deutsche Bank OnlineBanking.
This service gives customers a clear overview of their spending so they are better
informed when making financial decisions. It includes automatic categorization
of spending, graphics and personalized analysis.
All ATM and banking terminals
have braille
Germany

5,000

4,675
4,450
3,984

— Services with push notifications: Clients can configure the service to receive
customized notifications, including exceeding an overdraft, maturing securities,
changes in personal interest rates and status updates when sending a credit card.
These achievements come at a time when we have to respond to new legislation
which has impacted not only our cost base, but put additional pressure on our internal
quality controls. Our customers expect innovation that meets high security standards.
Through our NPA process and weekly meetings with control functions we ensure timely
and high quality products and services that conform to all regulatory and IT standards.

Making banking accessible
Since 1995, Deutsche Bank has strongly supported the Ein Girokonto für Jedermann
initiative to make a current account available to everyone, regardless of financial
status. The principles of this initiative are explicitly stated in our account opening
guidelines. We already meet most of the standards of the EU Directive on the
comparability of fees related to payment accounts, payment account switching and
access to payment accounts with basic features. Page 80

2,500

0
12

13

Further information
db.com/cr/accessibility

14

We also oﬀer products and services tailored to the specific needs of particular customer
groups. For example, we have equipped new ATMs in Germany with headphone
jacks for a voice menu and lettering in braille to enable access for people with visual
impairments. As we remodel branches worldwide, we aim to improve access for
people with disabilities through measures such as eliminating steps, adjusting the
width of doors and creating more maneuvering space for wheelchair users.
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Managing assets for clients
Strengthening ESG investment
In brief

ESG Head Oﬃce is driving research, governance
and innovation
New software solution adds objectivity and
flexibility to ESG analysis
Launch of ESG version of our CROCI World fund

ESG assets under management
In € m.

Investors, clients and other stakeholders are requesting more transparency around
corporate activities and are making decisions based on a broader variety of information.
In the age of digitalization information is widely available and at comparatively low cost.
The resulting improved awareness, traceability of entire value chains and overall
transparency are allowing investors to identify additional opportunities and risks
from corporate behaviors related to the environment, society and governance (ESG).
These investors are almost always active as well, either in a corporate or personal
capacity. They are challenging asset and wealth managers, looking for appropriate
short and long term investment strategies in response to these opportunities and risks.

41
Passive
management

1,176
Alternative
investments

4,220
Active management

Investors’ increasing interest in responsible investment strategies – which make ESG
issues an integral part of the investment decision – makes this a fast growing segment.
Growth of the market is driven mainly by institutional investors switching to this
investment style, while retail investors are catching up fast.
At the end of 2014, we managed and advised on €5.4 billion assets incorporating ESG
criteria and themes (2013: €5.1 billion), which represents about 0.5% of total assets
under management. We made further progress in 2014 in strengthening the ESG
governance and management approach in our asset and wealth management business.
ESG assets under management
In € m.

Active management
Retail and institutional funds, including best-in-class and themed
funds as well as Wealth Management, Private Banking services for
High-Net-Worth individuals and institutional clients
Passive management
Exchange traded funds
Alternative investments
Impact investing, including funds with environmental or social
objectives that are sponsored by governments and/or institutions
Total

2014

2013

2012

4,220

3,787

3,413

41

163

32

1,175
5,436

1,128
5,078

1,017
4,462

In 2014, Deutsche Asset & Wealth Management managed assets with a volume of €1,045 billion (December 31, 2014).
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Achieving long-term performance
Corporate behaviors that externalize costs to society – for example, to taxpayers across
the world and to future generations – are likely to have detrimental long term eﬀects on
profitability. Conversely, companies or projects that meet or exceed internationally
accepted ESG standards may represent better investment opportunities on a longer
term investment horizon.
For that reason, we deem it part of our fiduciary duty to incorporate all identifiable
opportunities and risks to a business in our investment and risk management
process. This is a precondition for achieving the best possible long-term performance
for our clients.

Further information
eeef.eu/
aatif.lu/

Our ESG approach already ranges from actively managed “best-in-class” portfolios
and algorithmic or “passive” ESG investment solutions, to impact investments
in projects that directly create employment, reduce greenhouse gas emissions or
improve food security in Africa.
We are guided by the UN Principles for Responsible Investment (PRI), which we signed
in 2008. In 2014, we submitted our second PRI report and have been active in
working groups. Engagement and proxy voting are key pillars of our ESG investment
philosophy and key components of our fiduciary duty regarding corporate governance.

ESG approaches

Category*

Optimized for

1. Classical

Standard investments where
mainly basic ESG standards
apply, e.g. on governance

•

2. Thematic ESG

Investments into topics
which relate to sustainability
and ESG

•

3. Responsible (SRI)

Avoidance of exposure to
sectors and business practices
an investor deems controversial

•

4. ESG (best-in-class)

Preferential investments into
corporations which excel
generally concerning ESG

•

5. Dedicated Impact

Select corporations delivering
quantifiable social/environmental
impact in particular ESG KPI

•

6. Philanthropy

Similar to above, but return
considerations are outweighed
by the benefit generated

*ESG Impact Instruments (wide definition).

Return

ESG
themed
selection

General
Specific
ESG KPI
ESG KPI
Exclusions excellence excellence AWM ESG (examples)

DWS Top Dividende

•

DWS Water Sustainability

•

CROCI World ESG

•

Postbank Dynamic Vision

•

•

Africa Agriculture and
Trade Investment Fund

•

•

Eye Fund
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Providing state-of-the-art ESG solutions
ESG Head Oﬃce –
pillars of responsibility

ESG research
ESG governance
ESG innovation

We established the ESG Head Oﬃce in 2013 as a central function serving the entire
Deutsche Asset & Wealth Management (Deutsche AWM) division, including
all portfolio managers. The oﬃce reports directly to the Chief Investment Oﬃcer.
It is responsible for providing state-of-the-art ESG solutions to further improve
our investment and risk management process, based on objective and leading
ESG research.
The role of the ESG Head Oﬃce in the New Product Approval process emphasizes
the importance of ESG integration throughout the whole Deutsche AWM platform.
The oﬃce will analyze all products that require an NPA for ESG compliance, paying
particularly close attention to products classified as ESG.
The ESG Head Oﬃce also oﬀers the development of ESG products for broader
investor audiences as well as tailored solutions for the specific ESG standards
and requirements of single investors. The greatest challenge continues to be
defining and setting common ESG standards that can be objectively reviewed for
compliance. We are meeting that challenge by integrating data from external ESG
agencies into our investment process. This allows a blend of objective and reliable
external intelligence with solid in-house ESG expertise.
We use externally accepted standards such as
—
—
—
—
—
—
—

the UN Global Compact
the UN Principles for Responsible Investment (UN PRI)
the UN Convention against Corruption
the Geneva Additional Protocol II
the International Labor Organization (ILO)
the Convention on Cluster Munitions
the Ottawa Protocol on Anti-Personnel Mines

to check compliance with norms and adopt a clear separation of duties between data
collection and assessment. The externally sourced intelligence is translated into
individual parameters which are used, for example, to define exclusions. The choice
of parameters is subjective, but the application of the criteria is objectively based on
international standards.
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Strengthening our research with a new ESG engine
Fulfilling our commitment to ESG integration, we have established best practice in
our proprietary research framework, collaborating with relevant bodies such as PRI
to develop this important area.

1,500
ESG factors

can be screened to
develop tailored products

Since 2007, our ESG rating process has translated raw data from the ESG research
provider Sustainalytics into an A – F rating. Sustainalytics provides us with
approximately 200 ESG indicators for each of around 1,800 stocks in the ESG global
research universe.
In 2014, we developed a proprietary software solution that:
— Uses several additional data providers, each with unique strengths
— Allows for standardized fully flexible negative screening that can be customized
to mirror each client’s individual ethical framework
— Allows constant analysis and monitoring of corporate ESG behaviors
— Creates an investment overlay that easily blends active and passive strategies.
The so-called ESG engine is based on data from five leading external ESG data providers.
They provide a variety of services, maximizing the expertise we source to provide
optimum objectivity and reliability. We can screen for up to 1,500 distinct subsets of
corporate ESG behaviors for more than 5,000 companies. This means we can develop
ESG products tailored to the specific ESG standards of individual institutional investors.

External data providers

— Controversial
Weapon Radar
— ESG scores
— UN Global
Compact

— Reputational
Risk

ESG
data collection

— Nongovernmental
organization/
Social change
organization
targets

ESG
assessment

— UN Global
— ESG scores
Compact
— Controversy
— Cluster Munitions
Flags
& Anti-Personnel — Controversial
Mines
Activity
— Nuclear Weapons
Involvement
— Depleted Uranium
Screens
Weapons

ESG
reporting

Deutsche Bank
Corporate Responsibility 2014

2 – Our Business
Managing assets for clients

51

Sample ESG classes we currently test for

Controversial
sector screening

Norm
screening

WHAT products or services
#'(#&$#&(#"#Ƽ&Ǒ

ǙǠǨ#'(#&$#&(#"
#")((')'"''Ǒ

Is the product controversial
under a particular ESG
regime or could it be seen
'"ƽ Ǒ

Is it in breach of norms and
standards (e.g. labor rights
violations) or excelling (e.g.
*&'(-$&#&!'ǆǑ

— Adult Entertainment
— Alcohol/Hard Liquor
— Anti-Personnel Mines
— Birth Control
@ǔ* "ƽ&&!'
— Cluster Munitions
— Depleted Uranium Weapons
— Gambling
@ǘ"( -Ǟ#ƽǠ&"'!'
— Military/Defense Industry
— Nuclear Power
— Nuclear Weapons
— Stem Cell Research
— Tobacco

— Animal Testing
— Business Ethics and Corruption
— Child Labor
— Environmental Impact
— Forced Labor
— Governance
— Human Rights
— Labor Rights
— Product Controversies
— Reputational Risk/ESG Conformity
— UN Global Compact Warnings

Sovereign
level screens
ǥǠǨǙǒǥǖǩǥǖǟǥ'
country following leading
international'("&'Ǒ
E.g. Kyoto protocol or
involved in controversial
(#"'ǅ  ! (&-#"ƾ('ǆǑ
— Environmental Compliance
@Ǟ (&-"ǔ#"ƾ(
— Political System
— Society

The ESG engine automatically assesses and ranks a corporation on several ESG
classes and allows exclusions of companies with controversial involvement in
relevant classes. The test can be tailored so it is up to the client to specify the issues we
scan for, what defines a severe issue and how much evidence on the issue is required.
The tool creates an ESG rank on four levels in relation to controversial products or
severe breaches of norms:
—
—
—
—

Controversies – significant involvement
Warnings – secondary involvement
Unknown
Confirmed no involvement
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Exercizing responsible ownership
The ESG engine informs investment decisions, but we also subscribe to the PRI principle
of continued engagement with investee companies.
We promote better corporate governance and responsible practices through dialog
with companies and proxy voting. Our aim is to shape corporate strategy as well as
monitor management performance. We expect companies to manage relationships
with shareholders and stakeholders eﬀectively, and to integrate environmental and
social aspects into strategic planning and operations.
An active dialog provides a deeper understanding of companies and enables us
to improve the investment process, which leads to better and sustainable long-term
returns for our clients. Our engagement activities promote responsible business
practices and address business risks associated with breaches of environmental and
social regulations or internationally accepted norms. If a constructive dialog with
company management is not successful, we will vote accordingly and may voice
criticisms publicly.

Further information
dws.com/corporate-governance

We exercise voting rights according to a uniform and transparent process, and publish
votes cast on our website. Voting decisions are defined by the legal framework,
national and international best practice as well as widely accepted environmental
and social standards. Our governance standards are geared to the guidelines of the
International Corporate Governance Network.

Innovating to create new products
Further information
croci.deutscheawm.com

We launched the first product using the new ESG engine in 2014. CROCI World ESG
is a passive global equity fund created by applying an ESG filter to the established
Deutsche Bank CROCI strategy.
CROCI World ESG invests in companies that do not have a material negative

environmental, social or governance impact. It excludes companies with severe
violations of norms as well as those with significant involvement in controversial
activities. ESG filtering excluded 10 – 20% of potential companies compared to the
CROCI World, while both products have performed similar in 2014.
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The following screening categories are applied to the CROCI World ESG:

Further information
db.com/cr/sustainable-assetmanagement

—
—
—
—
—
—
—
—
—

Controversial Conventional Weapons
Nuclear Weapons and Defense
Tobacco and Alcohol
Gambling & Adult Entertainment
Human & Labor rights Violations
Forced & Child Labor
Environmental Damage
Corruption and Business Ethics
High reputational risk

Managing Real Estate investment
We also incorporate ESG criteria in real estate investment strategies to preserve
and enhance risk-adjusted returns, addressing the issues that are material to financial
performance.
In 2014 we:
— Adopted an ESG screening process for all direct real estate acquisitions
— Expanded our Standards of Sustainability to cover the UK, in addition to the US
and Germany
— Raised our weighted average overall score in the Global Real Estate Sustainability
Benchmark (GRESB) to 54 (2013: 48) and earned a GRESB “Green Star”
— Received a Scope Award for our German open-end fund business
— Contributed to two thought leadership papers published by the UNEP-FI Property
Working Group (PWG) on energy eﬃciency retrofits and sustainability metrics for
commercial property

Further information
db.com/rreef

Assets under Management with a third party “green” label grew out by €1.2 billion,
raising the total of €4.0 billion (2012: €2.0 billion).
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Impact investments
Enabling prosperous communities
In brief

An estimated US $1.75 billion made available
to microentrepreneurs since 1997
£10 million UK Impact Investment Fund
catalyzes innovation and social change
79 employees have advised non-profit
organisations since 2008

An estimated

3.9

million microloans
have been facilitated by
Deutsche Bank since 1997

In addition to integrating ESG factors in asset management, Deutsche Bank has a
long history of working to enable disadvantaged communities to achieve economic
success. Our eﬀorts not only direct Deutsche Bank’s own capital for this purpose but
also structure opportunities for like-minded investors that are not currently being served
by conventional capital markets. We are a recognized leader in supporting microfinance
institutions – which in turn provide financial services to microentrepreneurs – and in
facilitating community development projects in distressed urban areas. Deutsche Bank’s
funds under management in this impact investment portfolio exceeded US $1.5 billion in
2014. Whenever possible, the Bank cooperates with others to increase the scale of its
activities and in certain instances involves employees as pro bono consultants for
community partners. Within the Bank’s Corporate Community Partnership program,
79 employees have been seconded to microfinance institutions and other non-profit
organizations on short-term assignments since 2008. In the course of their stay
that lasts several weeks, they help establish self-sustaining social and economic
structures. Typical tasks include project management, IT system improvement,
finance and marketing.
Deutsche Bank was the first global bank to launch an investment fund supporting the
microfinance sector in 1997. Since then, we have pioneered standards to promote
ethical behavior in the industry and protect its clients. We have lent approximately
US $330 million to over 130 microfinance institutions in 51 diﬀerent countries, seeding
an estimated 3.9 million loans for microentrepreneurs worth an estimated
US $1.75 billion.
In addition to supporting microfinance institutions, we have created funds that pursue
specific development goals. Deutsche Bank’s Essential Capital Consortium II, which
closed in 2014, provides flexible debt financing that supports the growth of social
enterprises in poor communities. The US $50 million fund, of which Deutsche Bank
invested US $5 million, focuses on three sectors that can have a direct impact on the
poor: energy, healthcare, and “Base of the Pyramid” financial services.
In 2014, for the first time, we launched an opportunity for employees to participate in
our social finance activities, in partnership with the non-profit organization Kiva. We
provided every US employee with US $25 to facilitate a loan to a microentrepreneur of
choice. Kiva aggregates these loans – US $193,025 in total, based on 60% participation –
and delivers them to field partners in more than 70 countries. We have also extended
the program to France, where almost 80% of local Deutsche Bank employees have
subscribed to the oﬀer, and will roll it out globally in 2015.
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In the UK, the Deutsche Bank Small Grants Fund has distributed over £750,000 to
local initiatives since it began in 2006. In cooperation with our partners, the Community
Foundation for Merseyside, Foundation Scotland and the London Community
Foundation, Deutsche Bank employees decide on the recipients. In 2014, the Fund
provided 31 grants to initiatives that benefit young people (e.g. WORLDwrite, Hackney
and Sport 4 Life UK, Birmingham). Endowments that support local causes currently
attract 50% match funding from the Government.

Over

3 billion
people

in developing countries
cook on open fires, often
within small homes

The US $4 million Clean Cooking Working Capital Fund supports social enterprises
that manufacture, sell, and provide safe fuels. In partnership with the Global Alliance
for Clean Cookstoves, development finance institutions and private investors, the goal
has been defined to facilitate the establishment of a US $100 million second stage fund
that further helps these companies reach scale. The Alliance aims to replace traditional
stoves and open fires in developing countries, which create indoor air pollution that
is responsible for four million deaths a year. Similarly, the £10 million Impact Investment
Fund helps to close the financing gap for social enterprises in the UK. In 2014, it
invested £1 million in the UK’s first social impact bond fund which raised £25 million.
The Fund supports early intervention schemes that aim to address the root causes of
social disadvantage. In Italy, the new Fondazione Deutsche Bank launched its first
social bond, raising €100,000 for the food bank Banco Alimentare that collects and
redistributes food free of charge every day to almost 9,000 charities.
In 2015, we plan to further increase our impact investments portfolio and to establish
new conduits to support start-up enterprises.

Microfinance
Estimated cumulative financing to micro-borrowers,
in US $ bn.
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Estimated cumulative number of microloans financed
since 1997, in m.
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Further information
db.com/cr/microfinance
db.com/cr/community-development
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Business with companies
Financing the low-carbon economy
In brief

Lead manager for several Green Bond issues
More than €978 million allocated to clients’
renewable energy projects
Support to the development of the concept for
a Sustainable Shipment Letter of Credit
Our corporate clients operate in all sectors of the economy. We provide them with
direct financing and access to capital markets and oﬀer risk management for adverse
movements in prices, currencies or interest rates. Our clients can have positive and
negative impacts on society and the environment. Our banking services and products
aim to support their business while mitigating potential negative impacts. Page 27 In
this context, financing the transition to a low-carbon economy is vital.

Further information
ipcc.ch/report

Achieving low-carbon growth is essential to counter the risks of climate change. The
latest report by the United Nations Intergovernmental Panel on Climate Change (IPCC)
emphasized the urgency. Failure to reduce carbon emissions will increase the likelihood
of severe, widespread impacts on the environment and on economic development.
A reliable, clean energy supply is critical.
For the first time, the IPCC has estimated the required shift in energy investments
over the next 15 years. Investment in low-carbon electricity supplies needs to
increase by US $147 billion (double the level in 2010). Energy eﬃciency investments
in transport, industry and buildings are also important and are projected to rise by
about US $336 billion a year.
The private sector will play a significant part in this transition. It creates a substantial
market with important environmental and economic benefits which Deutsche Bank is
well-placed to serve.
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Raising capital to benefit the environment
Green Bonds oﬀer a novel way to unlock the capital for projects that benefit the
environment and society. They use the debt capital markets to raise funds for
investment in developments such as renewable energy, energy eﬃciency and clean
water. These bonds were initially issued by multilateral organizations such as the
World Bank, but companies have become increasingly active.
Continued growth in this market requires clear definitions. At the beginning of 2014
Deutsche Bank joined twelve other major financial institutions in supporting the
Green Bond Principles which provide a framework for integrity and transparency of
this product. They set out requirements for designating, disclosing, managing and
reporting on capital raised from a Green Bond. This ensures that the funds will make
a diﬀerence for people and the environment.
Green Bonds co-managed by
Deutsche Bank
Issuer

European
Investment Bank

KfW
Unibail-Rodamco
Unilever
Vornado Realty Trust

Amount

CHF350 m.
€250 m.
£750 m.
€1.5 bn.
€750 m.
£250 m.
US $330 m.

The clarity provided by the Green Bond Principles helped the market to grow quickly.
80 financial institutions and issuers became signatories during 2014. A total of
35 labeled Green Bond issuers raised a total of US $36.6 billion in 2014, up from just
US $11 billion in 2013. The Green Bond market is forecasted to reach US $100 billion
in 2015. Deutsche Bank was involved in several Green Bonds. We also managed the
first ever securitization of loans for residential energy eﬃciency. Two bonds raised
US $233 million to retrofit over 12,000 homes through California’s Property Assessed
Clean Energy (PACE) – a mechanism for financing improvements such as home
insulation and solar panels on private property. With more than 31 US states having
passed the necessary legislation, this could be a critical mechanism for financing
energy improvements in large numbers of homes.

Raising funds for Unilever’s green ambitions
In 2014, Deutsche Bank helped the leading global consumer products company to
raise £250 million in the first sterling corporate Green Bond issue. These funds will
be used to support Unilever’s Sustainable Living Plan – its blueprint for sustainable
growth. Projects will reduce energy, water and waste in factories in South Africa,
China, Turkey and the US. One project is developing “Lean & Green Freezer” cabinets,
changing refrigerants to significantly reduce greenhouse gas emissions.

Further information
db.com/cr/green-bonds

The funds raised by the bond can only be used for projects that reduce water use,
waste generation or carbon emissions from energy by 50% for new factories and 30%
for existing sites.
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Financing renewable energy
For the first time in three years, global new investment in clean energy increased in
2014, growing by 16% to reach US $310 billion. The investment outlook continues
to be promising, but there is wide variation in the technologies. Wind energy investment
has been restricted by policy uncertainty in many countries. But studies suggest the
world is experiencing the second solar energy growth spurt. Research by our market
analysts concludes that solar is currently competitive without subsidies in at least
39 countries/regions globally. We expect more markets to reach this “grid parity” as
prices fall further.

€978
million

allocated to clients’
renewable energy projects

Our finance and advisory services support clients developing, acquiring and selling
low-carbon businesses and assets. In 2014, Deutsche Bank allocated more than
€978 million (2013: €783 million) to clients’ renewable energy projects. We advised
and provided financing to projects with a total capacity of more than 1,793 MW,
worth more than €4.3 billion. According to Bloomberg New Energy Finance, we were
the sixth largest private sector financier of renewable energy projects globally. We
were also the third largest public markets co-lead manager, helping clean energy
companies to raise more than US $5.1 billion of capital through the equity and debt
capital markets.
Significant deals in 2014 included:
— Multiple key lead roles in a €2.8 billion deal to finance the second-largest oﬀshore
wind farm in the world. The 600 MW Gemini oﬀshore plant in the Dutch North Sea
will supply almost 800,000 households and reduce Dutch CO2 emissions by
1.25 million t a year. Gemini was Project Finance International’s European Power
Deal of the Year.
— Agreeing a ¥11 billion (€81 million) loan to finance construction of a large-scale
solar farm in Japan, developed by Gestamp Solar. The plant will generate enough
power for 10,000 households.
— Helping the leading electric vehicle company Tesla Motors raise US $2.3 billion in
convertible bonds in two deals. Deutsche Bank was one of the joint book-runners,
raising US $575 million. This capital will assist the company in building a large new
electric battery factory.
— Providing €186 million bridge loan to the Klettwitz wind farm in Germany to
refinance an existing loan and to finance the upgrading/repowering of the wind farm.
— Raising capital for the leading US solar technology company SunEdison with two
equity block trades and a convertible bond that raised US $842 million.
Deutsche Bank also started to provide our third revolving credit facility to support
SunEdison in developing and acquiring new projects in North America.
— Providing a variety of trust and agency services for renewable energy investments.
In 2014, we supported renewable energy deals with a total value of US $4.2 billion.
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Promoting action to reduce carbon emissions
Deutsche Bank is a member of the Banking Environment Initiative, which worked
with the Consumer Goods Forum (CGF) to develop a Sustainable Shipment Letter of
Credit. CGF is a consortium of consumer goods companies that has committed to
stop net deforestation by 2020. It has set deadlines by which members will only buy
commodities produced in line with sustainability standards.
The new Letter of Credit is only available for goods which meet such standards. It can
be used by banks to incentivize trade in sustainably produced commodities. The
International Finance Corporation will oﬀer trade finance banks preferential rates for
transactions using a Sustainable Shipment Letter of Credit.

Carbon neutrality
To reduce emissions from the energy we use in our oﬃces,
we invest in energy eﬃciency measures and purchase
electricity from renewable sources. We oﬀset the remaining
net-GHG-emissions page 87 by buying and retiring certificates
from high quality emission reduction projects. Our business
operations have been carbon neutral since 2012.

including an award-winning project distributing
fuel-eﬃcient cookstoves to households. Another project
restores degraded land by planting sustainably managed
rubber trees.

Carbon neutral oﬀsetting portfolio

Reputable service providers purchased and retired emission
reduction certificates in the voluntary carbon market on
our behalf. In 2014, all nine of the oﬀsetting projects
we invest in comply with the widely recognized Verified
Carbon Standard. Some also comply with additional
standards such as the WWF Gold Standard or Social
Carbon Standard.
The projects support climate change mitigation and
economic development in Africa, the Americas and Asia
in a range of ways (see chart). More than 75% of the
emission reductions in 2014 were from renewable energy,
Further information
db.com/cr/carbon-neutrality

Regional split and supported projects, rounded in % of total oﬀset portfolio

Africa

14%

Cookstoves

14%

Americas

38%

Biomass
Forest/REDD
Hydro
Wind

14%
10%
7%
7%

Asia

48%

Wind
Geothermal
Solar/PV
Hydro

14%
14%
13%
7%
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Other collaborations in 2014 to develop sustainable finance include:
— Working with the Energy Eﬃciency Financial Institutions Group on ways to scale
up finance for energy-eﬃcient buildings. The study concluded that despite the
importance of energy eﬃciency, current investments are less than half what is
needed to achieve Europe’s 2020 energy eﬃciency targets. Recommendations
included improving data on energy consumption and costs as well as strengthening
building energy standards and processes for Energy Performance Certificates. The
report had a significant impact on the European Commission’s policies.
— Joining more than 1,000 businesses and 44 countries supporting the World Bank’s
“Putting a Price on Carbon” campaign. Signatories pledge to work for a carbon price
applied throughout the global economy. We believe this will increase low-carbon
investment and encourage innovation.
— Signing the New York Declaration on Forests, a non-binding political declaration
supporting a global timeline to restore forests and cropland and to cut natural
forest loss in half by 2020 and strive to end it by 2030. The statement was signed
by 27 national governments, eight sub-national governments, 16 indigenous
peoples groups, 45 non-governmental organizations and 34 companies from the
consumer goods, commodity production, investment and banking sectors.

The business opportunities in low-carbon growth
The next 15 years will see around US $90 trillion invested in infrastructure in the
world’s urban land use and energy systems – an average of US $6 trillion per year. The
nature of these investments will shape future patterns of growth, productivity, living
standards and the world’s climate system.
This planned infrastructure investment can support the transition to a low-carbon
economy with only a modest additional cost, according to the New Climate Economy,
which is the flagship project of the Global Commission on the Economy and Climate,
a major international initiative with Deutsche Bank participation. It aims to help
governments, business and society make better-informed decisions on achieving
economic prosperity and development as well as addressing climate change.
The New Climate Economy report 2014 estimates that a combination of renewable
energy, investment in fossil fuels, more compact cities and more eﬃciently managed
energy demand would increase investment requirements by only US $27 billion a year –
less than 0.5%. And the higher capital costs could be fully oﬀset by reduced operating
costs such as lower fuel expenditure. Many low-carbon policies also deliver other
benefits, including greater energy security, less traﬃc congestion and air pollution,
stronger resilience to climate change, and reduced poverty.

Further information
newclimateeconomy.report

Investing in a low-carbon economy is a cost-eﬀective form of insurance against
climate risk.
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Engaging with our clients on ES issues
We consider risks to both communities and the environment as we support clients in
various sectors. We actively promote and support renewable energy. However, we
are aware that although this is a positive step in tackling climate change, renewable
energy infrastructure may involve risks to people and the environment which must be
managed appropriately.
Case study: Hydro power

Background

Hydro power is one of the key sources of renewable energy, but can
also cause negative impacts. For example, large hydro projects may result
in large-scale resettlement, lower water quality and biodiversity loss.
Deutsche Bank was asked to structure financing for a large hydro project
in Africa.

ES risk
evaluation

We evaluated the project proposal and applied our Environmental and
Social (ES) Risk Framework. We then proposed measures to comply with
our internal requirements for hydro power projects. The risk evaluation
process involved:
— Reviewing the Environmental Impact Assessment carried out by a local
consultant on behalf of the client
— Selecting independent international environmental and technical
consultants to carry out due diligence in accordance with international
standards such as the International Finance Corporation performance
standards, the World Bank environmental, health and safety guidelines
and the Equator Principles
— Setting up a site visit with the client, advisors and stakeholders
including Export Credit agencies
— Agreeing an ES plan based on the due diligence conclusion that:
“virtually none of the gaps and deficiencies are considered material,
and can be addressed in the short to medium term”

Findings
and actions

The high quality of the local ES impact assessment provided a basis for
taking the project forward. However, areas still requiring action were
identified: community engagement, biodiversity protection, and dam safety.
The advice of an international advisor was key for improving on community
consultation, supporting the development of a formal resettlement action
plan, and assessing the cumulative impacts of the project.
Our site visit with several stakeholders enabled us to address outstanding
issues, meet aﬀected communities, project owners and developers, and
align the requirements of all the parties involved in the project.

Decision and
follow-up

We approved the project with the condition to implement improvement
measures and to establish monitoring by an independent consultant.

