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Approval, Publication and Validity of Registration Document

This Registration Document has been approved pursuant to Section 13 subsection 1 of the Securities
Prospectus Act by the Bundesanstalt fiir Finanzdienstleistungsaufsicht (the “BAFIN”). It has been
published on the website (www.db.com/ir) of Deutsche Bank Aktiengesellschaft (hereinafter also
referred to as “Deutsche Bank’, or the “Bank”) on the date of its approval.

The Registration Document is valid for a period of twelve months from the date of its publication and
it reflects the status as of its respective date of publication. The document is only valid for debt and
derivative securities and those securities which are not covered by article 4 of the Commission Regu-
lation (EC) No 809/2004, such as bonds, including certificates, and money market papers. The con-
tents of the Registration Document will be updated in accordance with the provisions of the Directive
2003/71/EC (“EU Prospectus Directive”) and the applicable provisions of any national laws imple-
menting such Directive.

This Registration Document does not constitute an offer of or an invitation by or on behalf of
Deutsche Bank to subscribe for or purchase any Notes and should not be considered as a recommen-
dation by Deutsche Bank that any recipient of this Registration Document should subscribe for or
purchase any Notes Deutsche Bank may issue. No person has been authorized by Deutsche Bank to
give any information or to make any representation other than those contained in this document or
consistent with this document. If given or made, any such information or representation should not
be relied upon as having been authorized by Deutsche Bank.
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Risk Factors

An investment in debt securities, including certificates, and money market papers issued by Deutsche
Bank bears the risk that Deutsche Bank is not able to fulfil its obligations created by the issuance of
the securities on the relevant due date.

In order to assess the risk, prospective investors should consider all information provided in this
Registration Document and consult with their own professional advisers if they consider it necessary.

The risk related to an Issuer’s ability to fulfill its obligations created by the issuance of debt securities
and money market papers is described by reference to the credit ratings assigned by independent
rating agencies. A credit rating is an assessment of the solvency or credit-worthiness of creditors
and/or bond-issuers according to established credit review procedures. These ratings and associated
research help investors analyse the credit risks associated with fixed-income securities by providing
detailed information of the ability of issuers to meet their obligations. The lower the assigned rating
is on the respective scale, the higher the respective rating agency assesses the risk that obligations
will not, not fully and/or not timely be met. A rating is not a recommendation to buy, sell or hold any
notes issued and may be subject to suspension, reduction or withdrawal at any time by the assigning
rating agency. A suspension, reduction or withdrawal of any rating assigned may adversely affect the
market price of the notes issued.

Deutsche Bank is rated by Standard & Poor’s Ratings Services, a division of The McGraw-Hill Compa-
nies, Inc.(“S&P"), Moody'’s Investors Service, Inc. (“Moody’s”) and by Fitch Ratings Limited (“Fitch’
together with S&P and Moody'’s, the “Rating Agencies”).

As of the Publication Date of this Registration Document, the ratings assigned by the Rating Agencies
to debt securities and money market papers of Deutsche Bank were as follows:

by S&P: long-term rating: AA-
short-term rating: A-1+
outlook: positive
S&P defines:
AA-: An obligation rated “AA” differs from the highest rated obligations only in

small degree.The obligor’s capacity to meet its financial commitment on the
obligation is very strong.

Long-term ratings by S&P are divided into several categories ranging from
“AAA] reflecting the strongest creditworthiness, over categories “AA; “A
“BBB’ “BB’, “B” “CCC’, “CC", “C" to category “D’ reflecting that an obligation
is in payment default. The ratings from “AA” to “CCC"” may be modified by the
addition of a plus (“+") or minus (“=") sign to show relative standing within the
major rating categories.

A-1+: A short-term obligation rated “A-1" is rated in the highest category by S&P.
The obligor’s capacity to meet its financial commitment on the obligation is
strong. Within this category, certain obligations are designated with a plus
sign (“+"”). This indicates that the obligor’s capacity to meet its financial com-
mitment on these obligations is extremely strong.

Short-term ratings by S&P are divided into several categories ranging from
“A-17 reflecting the strongest creditworthiness, over categories “A-2") “A-3"
“B" “C" to category “D’ reflecting that an obligigation is in payment default.

by Moody'’s: long-term rating: Aa3
short-term rating: P-1
outlook: stable



Moody’s defines:

Aa3:

P-1:

by Fitch:

Fitch defines:

AA-:

F1+:

Obligations rated “Aa” are judged to be of high quality and are subject to very
low credit risk.

Moody’s long-term obligation ratings are divided into several categories rang-
ing from “Aaa’/ reflecting the highest quality with minimal credit risk, over
categories “Aa’} “A] “Baa’; “Ba’; “B’] “Caa’; “Ca” to category “C’ reflecting the
lowest rated class of bonds which are typically in default with little prospect for
recovery of principal or interest. Moody’s appends numerical modifiers 1, 2
and 3 to each generic rating classification from “Aa” through “Caa” The modi-
fier 1 indicates that the obligation ranks in the higher end of its generic rating
category; the modifier 2 indicates a mid-range ranking; and the modifier 3 indi-
cates a ranking in the lower end of that generic rating category.

Issuers rated Prime-1 have a superior ability to repay short-term debt obliga-
tions.

Moody’s short-term ratings are divided into several categories ranging from
“P-17 reflecting a superior ability of an Issuer to repay short-term debt obliga-
tions, over categories “P-2” and “P-3” to category “NP’ reflecting that an
Issuer does not fall within any of the Prime rating categories.

long-term rating: AA-
short-term rating: F1+
outlook: stable

A rating of “AA” denotes a very low expectation of credit risk. It indicates a
very strong capacity for timely payment of financial commitments. This capa-
city is not significantly vulnerable to foreseeable events.

Fitch's long-term ratings are divided into several major categories ranging
from “AAA] reflecting the highest credit quality, over categories “AA; “A]
“BBB" “BB", “B’, “CCC, CC, C" to category “DDD, DD, D7 reflecting that an obli-
gor has defaulted on some or all of its obligations. A plus (“+”) or minus (“-")
sign may be appended to a rating to denote the relative status within major
rating categories. Such suffixes are not added to the “AAA” category or to cate-
gories below “CCC"

A rating of “F1” indicates the strongest capacity for timely payment of financial
commitments. It may have an added plus (“+”) sign to denote any exception-
ally strong credit feature.

Fitch’s short-term ratings are divided into several categories ranging from “F17
reflecting the highest credit quality, over categories “F2’ “F3’] “B’, “C"” to cate-
gory “D"” which denotes an actual or imminent payment default.

Rating of Subordinated Obligations

If Deutsche Bank enters into subordinated obligations, these obligations may be rated lower because,
in the case of an insolvency or liquidation of the Bank, the claims and interest claims resulting from
these obligations are subordinate to those claims of creditors of the Bank that are not also subordi-
nated. Deutsche Bank will disclose the ratings of subordinated obligations (if any).



Information about Deutsche Bank
History and Development of the Bank

Deutsche Bank Aktiengesellschaft originated from the reunification of Norddeutsche Bank Aktienge-
sellschaft, Hamburg, Rheinisch-Westfalische Bank Aktiengesellschaft, Disseldorf and Stddeutsche
Bank Aktiengesellschaft, Munich; pursuant to the Law on the Regional Scope of Credit Institutions,
these had been disincorporated in 1952 from Deutsche Bank which was founded in 1870. The merger
and the name were entered in the Commercial Register of the District Court Frankfurt am Main on
2 May 1957. Deutsche Bank is a banking institution and a stock corporation incorporated under the
laws of Germany under registration number HRB 30 000.

The objects of Deutsche Bank, as laid down in its Articles of Association, include the transaction of all
kinds of banking business, the provision of financial and other services and the promotion of inter-
national economic relations. The Bank may realise these objectives itself or through subsidiaries and
affiliated companies. To the extent permitted by law, the Bank is entitled to transact all business and
to take all steps which appear likely to promote the objectives of the Bank, in particular: to acquire
and dispose of real estate, to establish branches at home and abroad, to acquire, administer and dis-
pose of participations in other enterprises, and to conclude enterprise agreements.

Deutsche Bank has its registered office in Frankfurt am Main, Germany. It maintains its head office at
Taunusanlage 12, 60325 Frankfurt am Main (telephone: +49-69-910-00) and branch offices in Germany
and abroad including in London, New York, Sydney, Tokyo and an Asia-Pacific Head Office in Singa-
pore which serve as hubs for its operations in the respective regions.

Deutsche Bank is the parent company of a group consisting of banks, capital market companies, fund
management companies, a property finance company, instalment financing companies, research and
consultancy companies and other domestic and foreign companies (the “Deutsche Bank Group”). To
the significant companies of Deutsche Bank Group belong:

Deutsche Bank Privat- und Geschaftskunden Aktiengesellschaft (Frankfurt am Main, Germany)
serves private individuals, affluent clients and small business clients with banking products.

Taunus Corporation (Delaware, United States) is a holding company for most of Deutsche Bank
Group’s companies in the United States, including:

¢ Deutsche Bank Trust Company Americas (New York, United States) is a subsidiary of Taunus Cor-
poration. Deutsche Bank Trust Company Americas is a New York State-chartered bank which origi-
nates loans and other forms of credit, accepts deposits, arranges financings and provides numer-
ous other commercial banking and financial services.

¢ Deutsche Bank Securities Inc. (Delaware, United States) is a subsidiary of Taunus Corporation.
Deutsche Bank Securities Inc. is a U.S. SEC-registered broker dealer and a member of, and regu-
lated by, the New York Stock Exchange. It is also regulated by the individual state securities autho-
rities in the states in which it operates.

DB Capital Markets (Deutschland) GmbH (Frankfurt am Main, Germany) is a German limited liability
company and operates as a holding company for a number of European subsidiaries, mainly institu-
tional and mutual fund management companies located in Germany, Luxembourg, France, Austria,
Switzerland, Italy, Poland and Russia.

e DWS Investment GmbH (Frankfurt am Main, Germany), in which DB Capital Markets (Deutsch-
land) GmbH indirectly owns 100 % of the equity and voting interests, is a limited liability company
that operates as a mutual fund manager.



Organisational Structure

Deutsche Bank operates through three group divisions, each of which is not established as a separate
company but is rather operated across Deutsche Bank Group:

Corporate and Investment Bank (CIB) comprises the following Corporate Divisions:
Corporate Banking & Securities (CB&S) comprises the following Business Divisions:

Global Markets comprises all sales, trading, structuring and research in a wide range of financial
products, including bonds, commodities, equities, equity-linked products, exchange-traded and OTC
derivatives, foreign exchange, money market instruments, asset- and residential mortgage-backed
securities and hybrid products. Global Markets and Corporate Finance are jointly responsible for the
Leveraged Debt Capital Markets (LDCM) and Equity Capital Markets (ECM) business.

Corporate Finance comprises M&A advisory, Equity Capital Markets (ECM), Leveraged Debt Capital
Markets (LDCM), Commercial Real Estate (CRE), Asset Finance & Leasing (AFL) and corporate lending
services.

Global Transaction Banking (GTB) comprises commercial banking products and services for corpo-
rate clients and financial institutions, including domestic and cross-border payments, professional
risk mitigation for international trade and the provision of trust, agency, depositary, custody and
related services. Business units include Cash Management for Corporates and Financial Institutions,
Trade Finance and Trust & Securities Services.

Private Clients and Asset Management (PCAM) comprises the following Corporate Divisions:

Private & Business Clients (PBC) offers a full range of products and services comprising of invest-
ment advisory and brokerage services, lending and consumer finance, current accounts, deposits,
payment facilities and business banking.

Asset and Wealth Management (AWM) comprises the following Business Divisions:

Asset Management comprises four global business lines: retail asset management, under the DWS
and DWS Scudder franchise; alternative asset management, including real estate, under the RREEF
franchise; insurance asset management; and institutional asset management.

Private Wealth Management offers a differentiated, fully-integrated approach to wealth management,
both onshore and offshore, for high net worth individuals and families throughout the world.

Corporate Investments (Cl) covers industrial shareholdings, certain bank-occupied real estate assets,
certain private equity and venture capital activities and other non-strategic holdings.

Trend Information / Recent Developments and Outlook

Recent Developments and Outlook

On 31 January 2007, the Supervisory Board of Deutsche Bank AG announced that Dr. Tessen von Hey-
debreck (62) will be leaving Deutsche Bank’s Management Board. His activity on the Management
Board will end at the close of the Bank’s Annual General Meeting on 24 May 2007.

Dr. von Heydebreck’s responsibilities will be re-allocated to other members of the Bank’s Manage-
ment Board. Mr. Hermann-Josef Lamberti will take charge of Human Resources including the duties
of Deutsche Bank’s Labour Director. Dr. Josef Ackermann will additionally take over Corporate Social
Responsibility, encompassing the Bank’s cultural and social activities worldwide. Dr. Hugo Banziger
will take charge of Legal and Compliance. Mr. Anthony Di lorio will be responsible for Audit. Dr. von
Heydebreck will continue to serve Deutsche Bank in a consultative function.



At the Management Board’s proposal, the Supervisory Board resolved - subject to the establishment
of the Annual Financial Statements — to propose to the Annual General Meeting on 24 May 2007 that
a dividend of EUR 4.00 per share be paid for the 2006 financial year. This is an increase of 60 per cent
compared with the previous year, when a dividend of EUR 2.50 per share was paid.

On 1 February 2007, Deutsche Bank published preliminary and unaudited key figures for the fourth
quarter and the full year 2006 for its consolidated group.

On 27 March 2007, Deutsche Bank published its 2006 Annual Report. The publication of Deutsche
Bank’s interim reports for the first three quarters in 2007 is scheduled as follows:

First Quarter 2007: 8 Mai 2007
Second Quarter 2007: 1 August 2007
Third Quarter 2007: 31 October 2007

Share buyback program

At the Annual General Meeting on 1 June 2006, Deutsche Bank’s shareholders renewed the authoriza-
tion to buy back up to 10 per cent of shares issued, replacing the authorization of the 2005 Annual
General Meeting. As a result, the Management Board decided to conclude the current program and
to continue share buybacks under the scope of the new buyback program with immediate effect.

Under the new program Deutsche Bank may buy back up to 10 per cent of shares issued at the time of
the Annual General Meeting, i.e. up to 51,913,234 shares, by 31 October 2007. Deutsche Bank reserves
the right to suspend the program in favour of strategic growth initiatives.

The buybacks will again be executed systematically by direct purchases of shares in the spot market
and potentially through the use of derivatives. Deutsche Bank intends to use the repurchased shares
not only to further reduce its share capital but also to support potential future equity-based compen-
sation programs. The Bank also reserves the option to use the repurchased shares for other purposes
in accordance with the authorization granted at the Annual General Meeting.

All transactions will be managed in such a way that Deutsche Bank’s core capital ratio will not fall
below the target range of eight to nine percent. The Bank will regularly publish information on the
progress of the buyback program.



Statement of no Material Adverse Change

Save as disclosed herein, there has been no material adverse change in the prospects of Deutsche
Bank since 31 December 2006.

Administrative, Management, and Supervisory Bodies

In accordance with German law, Deutsche Bank has both a Supervisory Board (Aufsichtsrat) and a
Management Board (Vorstand). These Boards are separate; no individual may be a member of both.
The Supervisory Board appoints the members of the Management Board and supervises the activ-
ities of this Board. The Management Board represents Deutsche Bank and is responsible for its man-
agement of its affairs.

The Management Board consists of

Dr. Josef Ackermann

Dr. Hugo Béanziger
Anthony Di lorio
Dr. Tessen von Heydebreck

Hermann-Josef Lamberti

Chairman of the Management Board
(Chief Executive Officer)

Chief Risk Officer (CRO)

Chief Financial Officer (CFO)

Chief Administrative Officer (CAQO)
Chief Operating Officer (COO)

The Supervisory Board consists of the following 20 members:

Dr. Clemens Borsig

Heidrun Forster*

Dr. Karl-Gerhard Eick

Ulrich Hartmann

Gerd Herzberg*

Sabine Horn*

Rolf Hunck*

Sir Peter Job

Prof. Dr. Henning Kagermann

Ulrich Kaufmann*

Peter Kazmierczak*

Maurice Lévy

Chairman
Frankfurt am Main

Deputy Chairperson
Deutsche Bank Privat- und Geschaftskunden AG
Berlin

Deputy Chairman of the Board of Management
of Deutsche Telekom AG
Cologne

Chairman of the Supervisory Board of E.ON AG
Dusseldorf

Deputy Chairman of ver.di
Vereinte Dienstleistungsgewerkschaft
Berlin

Deutsche Bank AG
Frankfurt am Main

Deutsche Bank AG
Hamburg

London

Chairman and CEO of SAP AG
Walldorf/Baden

Duisseldorf

Deutsche Bank AG
Essen

Chairman and Chief Executive Officer
Publicis Groupe S. A.
Paris



Henriette Mark* Deutsche Bank AG

Munich

Prof. Dr. jur. Dr.-Ing.E. h.

Heinrich von Pierer Erlangen

Gabriele Platscher* Deutsche Bank Privat- und Geschaftskunden AG
Braunschweig

Karin Ruck* Deutsche Bank AG
Bad Soden am Taunus

Dr. Theo Siegert Managing Partner of de Haen Carstanjen & Sohne
Dusseldorf

Tilman Todenhofer Managing Partner of Robert Bosch Industrietreuhand KG
Stuttgart

Dipl.-Ing. Dr.-Ing.E. h. Jirgen Weber Chairman of the Supervisory Board
of Deutsche Lufthansa AG
Hamburg

Leo Wunderlich* Deutsche Bank AG
Mannheim

* Employees representative.

The members of the Management Board accept membership on the Supervisory Boards of other cor-
porations within the limits prescribed by law.

The business address of each member of the Management Board and of the Supervisory Board of
Deutsche Bank is Taunusanlage 12, 60325 Frankfurt am Main, Germany.

There are no conflicts of interest between the interest of Deutsche Bank and the private interests of
the members of the Supervisory Board and the Management Board.

Corporate Governance

Deutsche Bank has issued and made available to its shareholders the declaration prescribed by § 161
AktG.

Major Shareholders

The German Securities Trading Act (Wertpapierhandelsgesetz) requires investors in publicly-traded
corporations whose investments reach certain thresholds to notify both the corporation and the
BaFin of such change within four trading days. The minimum disclosure threshold was 5% and since
20 January 2007 is 3% of the corporation’s issued voting share capital. Deutsche Bank has been noti-
fied that as of 23 March 2007 UBS AG Zurich, Switzerland, holds 3.12% Deutsche Bank shares, and as
of 3 April 2007 Barclays PLC, UK holds on behalf of Barclays Global Investors UK Holding Limited
3.10 % Deutsche Bank shares.

Deutsche Bank is neither directly nor indirectly owned nor controlled by any other corporation, by
any government or by any other natural or legal person severally or jointly.

Pursuant to German law and the Deutsche Bank’s Articles of Association, to the extent that the Bank
may have major shareholders at any time, it may not give them different voting rights from any of the
other shareholders.

Deutsche Bank is aware of no arrangements which may at a subsequent date result in a change in
control of the company.
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Financial Information concerning Deutsche Bank’s Assets and Liabilities,
Financial Position and Profits and Losses

Historical Financial Information / Financial Statements

Deutsche Bank’s consolidated financial statements for the financial years 2006 and 2005 as well as the
Annual Financial Statements and Management Report of Deutsche Bank Aktiengesellschaft for the
financial year 2006 are annexed to this Registration Document as Annexes 1 to 3.

Statutory Auditors

The independent auditors of Deutsche Bank are KPMG Deutsche Treuhand-Gesellschaft Aktienge-
sellschaft Wirtschaftsprifungsgesellschaft (“KPMG"), Marie-Curie-Strasse 30, 60439 Frankfurt am
Main, Germany. KPMG is a member of the Wirtschaftspriiferkammer.

Auditing of Historical Annual Financial Information

KPMG audited Deutsche Bank’s non-consolidated financial statements for the years ended 31 Decem-
ber 2004, 2005 and 2006, which were prepared in accordance with the German Commercial Code
(“HGB") and the Regulation on Accounting by Credit Institutions and Financial Services Institutions
(“RechKredV"”). As permitted by the HGB, the consolidated financial statements for the years ended
31 December 2004, 2005 and 2006 were prepared in accordance with United States Generally
Accepted Accounting Principles (“U.S. GAAP”) and audited by KPMG. In each case an unqualified
auditor’s certificate has been provided. Pursuant to Regulation (EC) No 1606/2002 and accompanying
amendments to the HGB, the consolidated financial statements for fiscal years starting 1 January
2007 will be prepared in compliance with the International Financial Reporting Standards (IFRS).

(i



General Information

Legal and Arbitration Proceedings

Other than set out herein, Deutsche Bank is not, or during the last financial year has not been
involved, (whether as defendant or otherwise) in, nor does it have knowledge of, any threat of any
legal, arbitration, administrative or other proceedings the result of which may have, in the event of
an adverse determination, a significant effect on its financial condition presented in this Registration
Document.

IPO Allocation Litigation

Deutsche Bank Securities Inc. (“DBSI”), the Bank’s U.S. broker-dealer subsidiary, and its predecessor
firms, along with numerous other securities firms, have been named as defendants in over 80 puta-
tive class action lawsuits pending in the United States District Court for the Southern District of New
York. These lawsuits allege violations of securities and antitrust laws in connection with the alloca-
tion of shares in a large number of initial public offerings (“IPOs”) by issuers, officers and directors
of issuers, and underwriters of those securities. DBSI is named in these suits as an underwriter. The
securities cases allege material misstatements and omissions in registration statements and pro-
spectuses for the IPOs and market manipulation with respect to aftermarket trading in the IPO secu-
rities. Among the allegations are that the underwriters tied the receipt of allocations of IPO shares to
required aftermarket purchases by customers and to the payment of undisclosed compensation to
the underwriters in the form of commissions on securities trades, and that the underwriters caused
misleading analyst reports to be issued. The antitrust claims allege an illegal conspiracy to affect the
stock price based on similar allegations that the underwriters required aftermarket purchases and
undisclosed commissions in exchange for allocation of IPO stocks. In the securities cases, the
motions to dismiss the complaints of DBSI and others were denied on February 13, 2003. Plaintiffs’
motion to certify six “test” cases as class actions in the securities cases was granted on October 13,
2004. On December 5, 2006, the United States Court of Appeals for the Second Circuit vacated the
decision and held that the six cases could not be certified as class actions. In the putative antitrust
class action, the defendants’ motion to dismiss the complaint was granted on November 3, 2003. On
September 28, 2005, the United States Court of Appeals for the Second Circuit vacated the ruling and
remanded the case to the lower court for consideration of alternate grounds for dismissal. On De-
cember 7, 2006, the U.S. Supreme Court agreed to hear defendants” appeal of the Second Circuit rul-

ing.

Enron Litigation

Deutsche Bank AG and certain of its affiliates are collectively involved in a number of lawsuits arising
out of their banking relationship with Enron Corp., its subsidiaries and certain Enron-related entities
(“Enron”). These lawsuits include a class action brought on behalf of shareholders of Enron, cap-
tioned Newby v. Enron Corp. which purported to allege claims against, among others, Deutsche
Bank AG and certain of its affiliates under federal securities laws. On June 5, 2006, the court dis-
missed all of the claims in the Newby action against Deutsche Bank AG and its affiliates. On June 21,
2006, the lead plaintiff in Newby filed a motion requesting the court to reconsider the dismissal of
Deutsche Bank AG and its affiliates from Newby. On February 8, 2007, the court denied the lead plain-
tiff’s motion for reconsideration.

Also, an adversary proceeding has been brought by Enron in the bankruptcy court against, among
others, Deutsche Bank AG and certain of its affiliates. In this proceeding, Enron seeks damages from
the Deutsche Bank entities under various common law theories, seeks to avoid certain transfers to
the Deutsche Bank entities as preferential or fraudulent, and seeks to subordinate certain of the
claims made by the Deutsche Bank entities in the Enron bankruptcy.

In addition to Newby and the adversary proceeding described above, there are individual actions

brought in various courts by Enron investors and creditors alleging federal and state law claims
against Deutsche Bank AG and certain of its affiliates.
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Tax-Related Products

Deutsche Bank AG, along with certain affiliates, and current and former employees (collectively
referred to as “Deutsche Bank”), have collectively been named as defendants in a number of legal
proceedings brought by customers in various tax-oriented transactions. Deutsche Bank provided fi-
nancial products and services to these customers, who were advised by various accounting, legal
and financial advisory professionals. The customers claimed tax benefits as a result of these transac-
tions, and the United States Internal Revenue Service has rejected those claims. In these legal pro-
ceedings, the customers allege that the professional advisors, together with Deutsche Bank, impro-
perly misled the customers into believing that the claimed tax benefits would be upheld by the Inter-
nal Revenue Service. The legal proceedings are pending in numerous state and federal courts and in
arbitration, and claims against Deutsche Bank are alleged under both U.S. state and federal law.
Many of the claims against Deutsche Bank are asserted by individual customers, while others are
asserted on behalf of a putative customer class. No litigation class has been certified as against
Deutsche Bank. Approximately 54 legal proceedings have been resolved and dismissed with preju-
dice as against Deutsche Bank. Approximately 30 other legal proceedings remain pending as against
Deutsche Bank and are currently at various pre-trial stages, including discovery.

The United States Department of Justice (“DOJ”) is also conducting a criminal investigation of tax-
oriented transactions that were executed from approximately 1997 through 2001. In connection with
that investigation, DOJ has sought various documents and other information from Deutsche Bank
and has been investigating the actions of various individuals and entities, including Deutsche Bank,
in such transactions. In the latter half of 2005, DOJ brought criminal charges against numerous indi-
viduals based on their participation in certain tax-oriented transactions while employed by entities
other than Deutsche Bank. In the latter half of 2005, DOJ also entered into a Deferred Prosecution
Agreement with an accounting firm (the “Accounting Firm”), pursuant to which DOJ agreed to defer
prosecution of a criminal charge against the Accounting Firm based on its participation in certain tax-
oriented transactions provided that the Accounting Firm satisfied the terms of the Deferred Prosecu-
tion Agreement. On February 14, 2006, DOJ announced that it had entered into a Deferred Prosecu-
tion Agreement with a financial institution (the “Financial Institution”), pursuant to which DOJ
agreed to defer prosecution of a criminal charge against the Financial Institution based on its role in
providing financial products and services in connection with certain tax-oriented transactions pro-
vided that the Financial Institution satisfied the terms of the Deferred Prosecution Agreement.
Deutsche Bank provided similar financial products and services in certain tax-oriented transactions
that are the same or similar to the tax oriented transactions that are the subject of the above-refer-
enced criminal charges. Deutsche Bank also provided financial products and services in additional
tax-oriented transactions as well. DOJ’s criminal investigation is on-going.

In the Matter of KPMG LLP Certain Auditor Independence Issues

On November 20, 2003, the SEC requested Deutsche Bank to produce certain documents in connec-
tion with an ongoing investigation of certain auditor independence issues relating to KPMG LLP.
Deutsche Bank is cooperating with the SEC in its inquiry. KPMG Deutsche Treuhand-Gesellschaft
Aktiengesellschaft Wirtschaftsprifungsgesellschaft (“KPMG DTG”), a KPMG LLP affiliate, is Deutsche
Bank’s auditor. Aspects of this investigation appear to involve certain tax-oriented transactions
among those at issue in the tax-related litigation described above, where Deutsche Bank provided
financial products and services and a KPMG LLP affiliate advised the investors. During all relevant
periods, including the present, KPMG DTG has confirmed to Deutsche Bank that KPMG DTG was and
is “independent” from Deutsche Bank under applicable accounting and SEC regulations.

Kirch Litigation

In May 2002, Dr. Leo Kirch personally and as an assignee initiated legal action against Dr. Breuer and
Deutsche Bank AG alleging that a statement made by Dr. Breuer (then the Spokesman of Deutsche
Bank’s Management Board) in an interview with Bloomberg television on February 4, 2002 regarding
the Kirch Group was in breach of laws and financially damaging to Kirch. On January 24, 2006 the
German Federal Supreme Court sustained the action for the declaratory judgment only in respect of
the claims assigned by the PrintBeteiligungs GmbH. Such action and judgement did not require a
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proof of any loss caused by the statement made in the interview. PrintBeteiligungs GmbH is the only
company of the Kirch Group which was a borrower of Deutsche Bank. Claims by Kirch personally and
by the group holding company, TaurusHolding GmbH & Co. KG, were dismissed. To be awarded a
judgment for damages against Deutsche Bank AG, Dr. Kirch would have to file a new lawsuit; in such
proceedings he would have to prove that the statement caused financial damages to PrintBeteili-
gungs GmbH and the amount thereof. Deutsche Bank received a letter claiming damage in the
amount of Euro 1.4 billion plus interest. In this letter the causality in respect of the basis and scope of
the claimed damages was not substantiated.

In 2003 Dr. Kirch instituted legal action in the Supreme Court of the State of New York in which he
seeks the award of compensatory and punitive damages based upon Dr. Breuer’s interview. Upon
introduction of additional plaintiffs and referral to the U.S. District Court for the Southern District of
New York, the case was dismissed on September 24, 2004. The plaintiffs appealed this decision. On
June 5, 2006, the U.S. Court of Appeals for the Second Circuit partly confirmed the dismissal of the
claims and otherwise remanded the case to the court of first instance to decide for the remaining
claims whether New York was an inconvenient forum or whether they have already been decided.
Thereafter, the U.S. District Court for the Southern District of New York dismissed the case on the
basis that New York was an inconvenient forum. The dismissal has become final.

On December 31, 2005 the KGL Pool GmbH filed a lawsuit against Deutsche Bank and Dr. Breuer. The
lawsuit is based on alleged claims assigned from various subsidiaries of the former Kirch Group. The
KGL Pool GmbH is also a plaintiff in the above mentioned case in the U.S. and seeks a declaratory
judgment to the effect that Deutsche Bank AG and Dr. Breuer are jointly and severally liable for
damages as a result of the interview statement and the behaviour of Deutsche Bank in respect of sev-
eral subsidiaries of the Kirch Group. Deutsche Bank received a letter claiming damages in the amount
of Euro 2 billion plus interest. In this letter, the causality in respect of the basis and scope of the
claimed damages was not substantiated.

Philipp Holzmann AG

Philipp Holzmann AG (“Holzmann”) was a major German construction firm which filed for insolvency
in March 2002. Deutsche Bank had been a major creditor bank and holder of an equity interest of
Holzmann for many decades, and, from April 1997 until April 2000, a former member of Deutsche
Bank AG’s Management Board was the Chairman of its Supervisory Board. When Holzmann had be-
come insolvent at the end of 1999, a consortium of banks led by Deutsche Bank participated in late
1999 and early 2000 in a restructuring of Holzmann that included the banks’ extension of a credit facil-
ity, participation in a capital increase and exchange of debt into convertible bonds. The restructuring
package amounted to about Euro 1.6 billion in which Deutsche Bank's participation was Euro 547 mil-
lion. In March 2002, Holzmann and several of its subsidiaries, including in particular imbau Indus-
trielles Bauen GmbH (“imbau”), filed for insolvency. As a result of this insolvency, the administrators
for Holzmann and for imbau and a group of bondholders have informed Deutsche Bank they are
asserting claims against it because of its role as lender to the Holzmann group prior to and after the
restructuring and as leader of the consortium of banks which supported the restructuring. The pur-
ported claims include claims that amounts repaid to the banks constituted voidable preferences that
should be returned to the insolvent entities and claims of lender liability resulting from the banks’
support for an allegedly infeasible restructuring. Although Deutsche Bank is in ongoing discussions,
several parties filed lawsuits against it.

The administrator for imbau filed a lawsuit against Deutsche Bank in August 2004 alleging that pay-
ments (including interest) of Euro 77 million received by Deutsche Bank in respect of a loan made to
imbau until 1998 and in connection with a real estate transaction that was part of the restructuring
constituted voidable preferences that should be returned to the insolvent entity. Several bondholders
filed a lawsuit against Deutsche Bank in December 2005 seeking damages of Euro 53 million because
of its allegedly unlawful support of Holzmann’s 1999/2000 restructuring. Additionally, Gebema N. V.
filed a lawsuit in 2000 seeking compensation for alleged damages of Euro 187 million against
Deutsche Bank alleging deficiencies in the offering documents based on which Gebema N.V. had
invested in equity and convertible bonds of Holzmann in 1998.
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Parmalat Litigation

Following the bankruptcy of the Italian company Parmalat, the Special Administrator of Parmalat,
Mr. Enrico Bondi, is suing Deutsche Bank for damages totaling Euro 2.2 billion for facilitating the
insolvency offense of delaying the filing of a petition in insolvency allegedly committed by Parmalat’s
former management and supervisory board. There are two separate complaints and they allege that
by managing and/or underwriting the issuance of Parmalat bonds in 2003 and entering into certain
derivative transactions, Deutsche Bank assisted Parmalat by providing liquidity in order to enable
Parmalat to meet its short term liabilities/obligations. It is alleged that Deutsche Bank knowingly
helped Parmalat to continue its business for several months until December 2003, despite being
aware of the true financial situation of the company. Parmalat reserves the right to increase the
amount of damages sought. The damages currently requested are, it is claimed, equal to the loss
creditors of Parmalat incurred in the second half of 2003.

Also in connection with the Parmalat insolvency, Mr. Bondi has already brought two claw-back
actions for a total of Euro 177 million against Deutsche Bank SpA.

General

Due to the nature of its business, Deutsche Bank and its subsidiaries are involved in litigation, arbitra-
tion and regulatory proceedings in Germany and in a number of jurisdictions outside Germany,
including the United States, arising in the ordinary course of its businesses, including as specifically
described above. In accordance with applicable accounting requirements, Deutsche Bank Group pro-
vides for potential losses that may arise out of contingencies, including contingencies in respect of
such matters, when the potential losses are probable and estimable. Contingencies in respect of legal
matters are subject to many uncertainties, and the outcome of individual matters is not predictable
with assurance. Significant judgment is required in assessing probability and making estimates in
respect of contingencies, and Deutsche Bank Group’s final liabilities may ultimately be materially dif-
ferent. The total liability of Deutsche Bank Group recorded in respect of litigation, arbitration and reg-
ulatory proceedings is determined on a case-by-case basis and represents an estimate of probable
losses after considering, among other factors, the progress of each case, Deutsche Bank Group's
experience and the experience of others in similar cases, and the opinions and views of legal counsel.
Predicting the outcome of litigation matters is inherently difficult, particularly in cases in which clai-
mants seek substantial or indeterminate damages. Although the final resolution of any such matters
could have a material effect on the Group’s consolidated operating results for a particular reporting
period, the Group believes that it should not materially affect its consolidated financial position. In
respect of each of the matters specifically described above, each of which consists of a number of
claims, it is the Group’s belief that the reasonably possible losses relating to such claim in excess of
its provisions are either not material or not estimable.

Significant Change in Deutsche Bank Group’s Financial Position

The consolidated financial statements for fiscal years starting 1 January 2007 will be prepared in
compliance with the International Financial Reporting Standards (IFRS). Save as disclosed herein,
there has been no significant change in the financial position of Deutsche Bank Group since
31 December 2006.

Material Contracts
In the usual course of its business, Deutsche Bank Group enters into numerous contracts with various

other entities. Deutsche Bank Group has not, however, entered into any material contracts outside
the ordinary course of its business within the past two years.
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Third Party Information and Statement by Experts and Declaration of any Interest

Where information has been sourced from a third party, Deutsche Bank confirms that, to the best of
its knowledge, this information has been accurately reproduced and that so far as Deutsche Bank is
aware and able to ascertain from information published by such third party no facts have been
omitted which would render the reproduced information inaccurate or misleading.

Documents on Display

Upon request, Deutsche Bank will provide, free of charge, a copy of the Registration Document, of the
historical financial information and of the articles of association of Deutsche Bank at its specified
office. These documents are available on the website of Deutsche Bank (www.db.com/ir) as well.
Persons Responsible

Deutsche Bank, Frankfurt am Main, Germany, accepts responsibility for the information contained in

this Registration Document. To the knowledge of Deutsche Bank the information contained in this
Registration Document is correct and no material circumstances have been omitted.
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Deutsche Bank

THE GROUP AT A GLANCE

2006 2005
Share price at period end €101.34 €81.90
Share price high €103.29 €85.00
Share price low €80.74 €60.90
Dividend per share (proposed for 2006) €4.00 €250
Basic earnings per share €13.31 €7.62
Diluted earnings per share’ € 11.55 €6.95
Average shares outstanding, in m., basic 450 463
Average shares outstanding, in m., diluted 511 509
Return on average total shareholders’ equity (post-tax) 19.5 % 125 %
Adijusted return on average active equity (post-tax)®* 222% 16.2%
Pre-tax return on average total shareholders’ equity 26.4 % 21.7%
Pre-tax return on average active equity’ 30.4 % 24.3 %
Costfincome ratio* 702 % 747 %
in€m. in€m.
Total revenues 28,338 25,640
Provision for loan losses 330 374
Total noninterest expenses 19,883 19,154
Income before income tax expense and cumulative effect of accounting changes 8,125 6,112
Net income 5,986 3,529
Dec 31, 2006 Dec 31, 2005
in € bn. in € bn.
Total assets 1,126 992
Loans, net 168 151
Shareholders’ equity 32.8 29.9
BIS core capital ratio (Tier I) 8.9% 8.7 %
Number Number
Branches 1,717 1,588
thereof in Germany 934 836
Employees (full-time equivalent) 68,849 63,427
thereof in Germany 26,401 26,336
Long-term rating
Moody’s Investors Service, New York Aa3 Aa3
Standard & Poor’s, New York AA- AA-
Fitch Ratings, New York AA- AA-

1 Including effect of dilutive derivatives, net of tax.

2 Net income of € 5,986 million for 2006 and € 3,529 million for 2005 is adjusted for the reversal of 1999/2000 credits for tax rate changes of € (1) million

for 2006 and € 544 million for 2005, and cumulative effect of accounting changes, net of tax of € 46 million for 2006.

3 We calculate this adjusted measure of our return on average total shareholders’ equity to make it easier to compare us to our competitors. We refer to
this adjusted measure as our “return on average active equity”. However, this is not a measure of performance under U.S. GAAP and you should not
compare our ratio to other companies’ ratios without considering the differences in calculation of the ratios. The items for which we adjust the average
shareholders’ equity of € 30,765 million for 2006 and € 28,201 million for 2005 are the average unrealized net gains on securities available for sale, net
of applicable tax effects of € 2,382 million for 2006 and € 2,023 million for 2005 and the average dividends of € 1,615 million for 2006 and € 1,048 million

for 2005. The dividend is paid once a year following its approval by the general shareholders’ meeting.

4 Noninterest expenses as a percentage of net interest revenues before provision for loan losses plus noninterest revenues.

Due to rounding, numbers presented throughout this document may not add up precisely to the totals we provide and percentages may not precisely

reflect the absolute figures.
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Management Report

The following discussion and analysis should be read in conjunction with the consolidated financial statements and the
related notes to them. Our consolidated financial statements for the years ended December 31, 2006 and 2005 have
been audited by KPMG Deutsche Treuhand-Gesellschaft Aktiengesellschaft Wirtschaftsprifungsgesellschaft that
issued an unqualified opinion.

BUSINESS AND OPERATING ENVIRONMENT

OUR ORGANIZATION

Headquartered in Frankfurt am Main, Germany, we are the largest bank in Germany, and one of the largest financial
institutions in Europe and the world, as measured by total assets of € 1,126 billion as of December 31, 2006. As of that
date, we employed 68,849 people on a full-time equivalent basis, operating in 73 countries out of 1,717 facilities
worldwide, of which 54 % were in Germany. We offer a wide variety of investment, financial and related products and
services to private individuals, corporate entities and institutional clients around the world.

We are organized into three group divisions, two of which are further sub-divided into corporate divisions. As of De-
cember 31, 2006, our group divisions were:

— The Corporate and Investment Bank (CIB), comprising two corporate divisions:
— Corporate Banking & Securities (CB&S)
— Global Transaction Banking (GTB)
— Private Clients and Asset Management (PCAM), comprising two corporate divisions:
— Asset and Wealth Management (AWM)
— Private & Business Clients (PBC)
— Corporate Investments (Cl)

In addition, we have organized our internal service providers into an infrastructure group, which also includes the
Corporate Center, and we created a regional management function that covers regional responsibilities worldwide.

ECONOMIC ENVIRONMENT IN 2006

The global economy expanded by another 5% in the past year, which means that growth remained well above its
long-term average. About half of the increase in real global GDP was generated in China and the United States,
where the growth rates were 10.7 % and 3.4 % respectively. In Japan the growth rate remained at just over 2 %,
whereas real GDP growth in the eurozone nearly doubled to 2.7 %. Germany managed to keep up with its neighbors’
growth rates, helped by exceptional factors, in particular the bringing-forward of purchases to beat the increase in
value-added tax (VAT). Real German GDP also grew 2.7 % in 2006. In previous years Germany’s growth rates still
lagged well behind those of other EMU countries. Capital markets remained benign overall during 2006, although
global monetary policy became tighter. The U.S. Federal Reserve hiked its key rates by a further 200 basis points to
5.25%. The European Central Bank stepped up the rate-hike campaign embarked upon in late 2005 by raising key
rates 100 basis points to 3.5%. The Japanese Central Bank also ended its extremely loose monetary policy by im-
plementing its first rate hike to 0.25 %. Equity markets also continued to flourish in 2006. The DAX gained 22 % in the
past year. The Dow Jones rose 16 %. The Nikkei Index gained just 7 %; this came, however, after a 40 % increase in
2005.
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In 2006, the banks even achieved another substantial increase in profits from the previous year’s record highs. This
was attributable mainly to the particularly benign capital market environment and still accommodative monetary policy.
Thanks to the ongoing rally in the international financial markets and the absence of negative shocks, commissions
and trading revenues reached new all-time highs. Interest income, by contrast, remained as weak as in the preceding
year, so non-interest revenue components continued to gain in relative importance for the banks. Under the pressure
of rising interest rates in the major industrialized countries, mortgage lending — a segment with hitherto highly dynamic
growth — started to lose momentum in a number of markets even though the US-led interest cycle began to turn. Con-
sumer credit business, however, expanded further, benefiting from the optimistic outlook of households as a result of
the favorable macroeconomic situation. The pronounced increase in investment in the European corporate sector, and
especially in Germany, as well as high M&A intensity helped the banks to expand corporate lending markedly. Despite
strong demand, fierce competition still prevented a widening of the tight margins, though. In the course of the year, risk
provisioning rose considerably from historically very low levels but, in keeping with low default rates, remained limited.
At the same time, after several years of strict cost control and conservative capital management, many banks have
been aiming at stronger growth again, in the form of both organic growth and M&A activity. Consequently, consolida-
tion in the European banking sector and in the USA has continued via cross-border and national mergers. All in all,
however, the rise in costs triggered by higher investment and moderate hiring was outstripped by the rise in revenues.

EXECUTIVE SUMMARY

In 2006, we reaped the benefits of this generally favorable environment. We believe that we reaped these benefits
because our business model has become more efficient, we hold leading positions in key businesses and we possess
a global network. We also profited because we maintained a leading position in our home market, Germany. We gen-
erated higher revenues in most business areas, which combined with performance-related expense growth, de-
creased loan loss provisions and lower tax expenses, resulted in a significant increase in profitability.

Income before income tax expense increased from € 6.1 billion in 2005 to € 8.1 billion in 2006. These results included
restructuring charges related to the Business Realignment Program of € 192 million in 2006 and € 767 million in 2005.
We reported a pre-tax return on average active equity of 30 % in 2006, a substantial improvement over 24 % in 2005
(pre-tax return on average total shareholders’ equity was 26 % and 22 %, for 2006 and 2005, respectively). Net in-
come for 2006 increased by 70% to €6.0bilion compared to €3.5billion in 2005. Results in 2006 included
€ 355 million of corporate tax credits due to changes, in 2006, in the German corporate income tax law. Diluted earn-
ings per share grew significantly by 66 % to € 11.55.

Compared to 2005, total net revenues excluding the provision for loan losses increased by € 2.7 billion, or 11 %, to
€28.3billion in 2006. Net interest and trading revenues were up €918 million, or 15 %, and €818 million, or 11 %,
respectively. This growth was primarily attributable to the record performance of our Sales & Trading businesses,
which achieved total revenues (net interest, trading, fee and other revenues) of € 13.1 billion, up 23 % from the previ-
ous year. Most of our businesses performed very strongly, driven by innovative, “intellectual capital” businesses.
Commission and fee revenues improved by € 1.5 billion to € 11.5 billion in 2006, driven by strong results in our origina-
tion/advisory, investment management and transaction service businesses. Revenues from our portfolio of securities
available for sale declined significantly compared to 2005, mainly due to prior year gains from the reduction of our
stake in DaimlerChrysler AG.
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Our total noninterest expenses were € 19.9 billion in 2006 compared to € 19.2billion in 2005. This increase was pri-
marily attributable to higher performance-related bonuses, in line with strong business results, and continued invest-
ments in growth businesses. Partly offsetting the increase was a decline of €575 million in restructuring charges to
€192 million in 2006.

In 2006, the provision for loan losses was € 330 million compared to € 374 million in 2005. The level in 2006 reflected
the continuation of our growth strategy in the consumer lending business, more than offset by releases and recoveries
from successful workout activities. At the end of 2006, problem loans were € 3.3 billion, down 15 % from € 3.9 billion at
the end of 2005, reflecting the quality of our loan book, tight credit risk management, the positive results of workout
processes and the overall benign credit environment.

The following table presents our condensed consolidated statement of income for 2006 and 2005.

2006 increase (decrease)

from 2005
in€m. 2006 2005 in€ in %
Net interest revenues 6,919 6,001 918 15
Provision for loan losses 330 374 (44) (12)
Net interest revenues after provision for loan losses 6,589 5,627 962 17
Commissions and fee revenues 11,544 10,089 1,455 14
Trading revenues, net 8,247 7,429 818 11
Net gains on securities available for sale 407 1,055 (648) 61)
Net income (loss) from equity method investments 512 418 94 22
Other noninterest revenues 709 648 61 9
Total noninterest revenues 21,419 19,639 1,780 9
Total net revenues 28,008 25,266 2,742 11
Compensation and benefits 12,649 10,993 1,656 15
Goodwill impairment/impairment of intangibles 31 - 31 N/M
Restructuring activities 192 767 (575) (75)
Other noninterest expenses 7,011 7,394 (383) (5)
Total noninterest expenses 19,883 19,154 729 4
Income before income tax expense and cumulative effect of accounting
changes 8,125 6,112 2,013 33
Income tax expense 2,186 2,039 147 7
Effect from the reversal of 1999/2000 credits for tax rate changes (1) 544 (545) N/M
Income before cumulative effect of accounting changes, net of tax 5,940 3,529 2,411 68
Cumulative effect of accounting changes, net of tax 46 - 46 N/M
Net income 5,986 3,529 2,457 70

N/M — Not meaningful

F-6



41715

Our net income included the effects of reversing income tax credits related to 1999 and 2000 tax law changes, as
described in “Effects of 1999/2000 German Tax Reform Legislation and Accounting for Income Taxes” and the cumu-
lative effect of accounting changes as described in Note [2] to our consolidated financial statements. The following
table shows our net income excluding these effects.

Per share Per share Per share Per share
in € m. (except per share amounts) 2006 (basic) (diluted) 2005 (basic) (diluted)
Net income 5,986 13.31 11.55 3,529 7.62 6.95
Add (deduct):

Reversal of 1999/2000 credits for tax rate
changes 1) - - 544 1.18 1.07
Cumulative effect of accounting changes, net
of tax (46) (0.10) (0.09) - - -
Net income before reversal of 1999/2000
credits for tax rate changes and cumulative
effect of accounting changes, net of tax 5,939 13.20 11.46 4,073 8.80 8.02

Net income above included pre-tax gains of € 10 million in 2006, € 750 million in 2005 and € 140 million in 2004 on
sales of securities that generated the reversal of the 1999/2000 credits for tax rate changes.

EFFECTS OF 1999/2000 GERMAN TAX REFORM LEGISLATION AND ACCOUNTING FOR INCOME TAXES

The German Tax Reform Act stipulated that profits on the sale of shareholdings in German corporations were exempt
from tax beginning January 1, 2002. For our consolidated financial statements for 2000, this meant that the respective
deferred tax liability formed in connection with the unrealized gains from equity securities available for sale accumu-
lated in other comprehensive income (OCI) had to be released as a credit in the tax line of the income statement
although the gains were still unrealized since the securities were not yet sold.

The release of the deferred tax liability through the income statement did not affect the offset amount in OCI. It re-
mains fixed in the amount determined at the date of the release of the deferred tax liability until such time as the secu-
rities are sold.

The following table presents the level of unrealized gains and related effects for available for sale equity securities of
DB Investor, which holds most of our industrial holdings.

in € bn. 2006 2005 2004 2003 2002
Market value 4.8 41 54 6.3 5.3
Cost 22 22 4.0 4.6 5.0
Unrealized gains in other comprehensive income 2.6 1.9 1.4 1.7 0.3
Less: deferred tax relating to 1999 and 2000 tax rate changes in

Germany 21 21 2.7 2.8 29
Other comprehensive income (loss), net 0.5 (0.2) (1.3) (1.1) (2.6)

As a consequence, the accounting for income tax rate changes related to eligible equity securities may result in sig-
nificant impacts on our results of operations in periods in which we sell these securities. This effect is illustrated in the
years 2002 to 2006, when we sold portions of our eligible equity securities. The gains resulting from most of these
sales were not subject to tax. We reversed the deferred taxes which had accumulated in other comprehensive in-
come, through December 31, 2000, in respect of these securities. We recognized these reversals as tax benefit of
€ 1million in 2006, and as tax expense of €544 million in 2005, €120 million in 2004, €215 million in 2003 and
€2.8billion in 2002.
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The only tax payable is on 5% of any gain as a result of the 2004 Tax Reform Act which was enacted in December
2003. Under the Act, effective starting in 2004, corporations effectively became subject to tax on 5% of capital gains
from the disposal of foreign and domestic shareholdings irrespective of holding percentage and holding period; losses
from a shareholding disposal continue to be non-tax deductible.

Neither the initial release of the deferred tax liability nor the unrealized gains and losses from securities available for
sale are included in regulatory core capital or in the calculation of our adjusted return on equity. The entire procedure
is a U.S. GAAP specific accounting requirement. We believe that the economic effects of the tax rate changes are not
appropriately reflected in the individual periods up to and including the period of the sale.

For more information on this accounting method, see the respective section of our Form 20-F filed March 27, 2007.
OPERATING RESULTS

You should read the following discussion and analysis in conjunction with the consolidated financial statements.

NET INTEREST REVENUES
The following table sets forth data related to our net interest revenues.

2006 increase (decrease)

from 2005
in € m. (except percentages) 2006 2005 in€ in %
Total interest revenues 55,217 41,708 13,509 32
Total interest expenses 48,298 35,707 12,591 35
Net interest revenues 6,919 6,001 918 15
Average interest-earning assets’ 978,849 866,750 112,099 13
Average interest-bearing liabilities 909,435 809,321 100,114 12
Gross interest yieId2 5.64 % 4.81% 0.83 ppt 17
Gross interest rate paid® 5.31% 4.41% 0.90 ppt 20
Net interest spread4 0.33 % 0.40 % (0.07) ppt (18)
Net interest margin® 0.71% 0.69 % 0.01 ppt 2

ppt — Percentage points

1 Average balances for each year are calculated based upon month-end balances.

2 Gross interest yield is the average interest rate earned on our average interest-earning assets.

3 Gross interest rate paid is the average interest rate paid on our average interest-bearing liabilities.
4

Net interest spread is the difference between the average interest rate earned on average interest-earning assets and the average interest rate paid on
average interest-bearing liabilities.

5 Net interest margin is net interest revenues expressed as a percentage of average interest-earning assets.

Net interest revenues in 2006 were €6.9 billion, an increase of €918 million from 2005. Average interest-bearing vol-
umes of assets and liabilities increased by € 112.1 billion and € 100.1 billion respectively, the overall net interest spread
narrowed by seven basis points and our net interest margin increased by one basis point. Much of the increase in net
interest revenues was related to Sales & Trading (equity) activity and was largely offset by decreased trading reve-
nues from related activity. Interest revenues from loans increased along with rising interest rates and expansions of
our average loans outstanding year-on-year. Our overall funding costs rose by 90 basis points due primarily to the
higher interest rates in the U.S. and the Euro zone, in line with rate decisions of the Federal Reserve and the Euro-
pean Central Bank.
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The development of our net interest revenues is also impacted by the accounting treatment of some of our hedging-
related derivative transactions. We enter into nontrading derivative transactions primarily as economic hedges of the
interest rate risks of our nontrading interest-earning assets and interest-bearing liabilities. Some of these derivatives
qualify as hedges for accounting purposes while others do not. When derivative transactions qualify as hedges for
accounting purposes, the interest arising from the derivatives is reported in interest revenues and expense, where it
offsets interest flows from the hedged items. When derivatives do not qualify for hedge accounting treatment, the
interest flows that arise from those derivatives will appear in trading revenues.

TRADING REVENUES, NET
The following table sets forth data related to our trading revenues.

2006 increase (decrease)

from 2005
in € m. (except percentages) 2006 2005 in€ in %
CIB — Sales & Trading (equity) 2,577 3,273 (696) (21)
CIB — Sales & Trading (debt and other products) 5,747 3,726 2,021 54
Other trading revenues (77) 430 (507) N/M
Total trading revenues, net 8,247 7,429 818 1

N/M — Not meaningful

Trading revenues from CIB — Sales & Trading (equity) decreased by € 696 million; as mentioned previously this de-
crease was more than offset by higher net interest revenues. The significant increase in Sales & Trading (debt & other
products) reflected in particular the strong performances in rates and credit trading and emerging markets. The de-
crease in other trading revenues was driven by mark-to-market losses from credit default swaps used to hedge our
investment-grade loan exposure in 2006 compared to gains in 2005.

Our trading and risk management businesses include significant activities in interest rate instruments and related
derivatives. Under U.S. GAAP, interest revenues earned from trading assets (e.g., coupon and dividend income), and
the costs of funding net trading positions are part of net interest revenues. Our trading activities can periodically shift
revenues between trading revenues and interest revenues, depending on a variety of factors, including risk manage-
ment strategies. In order to provide a more business-focused commentary, we discuss the combined net interest and
trading revenues by group division and by product within the Corporate and Investment Bank, rather than by type of
revenues generated.
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The following table sets forth data relating to our combined net interest and trading revenues by group division and
product within the Corporate and Investment Bank.

2006 increase (decrease)

from 2005
in €m. 2006 2005 in€ in %
Net interest revenues 6,919 6,001 918 15
Trading revenues, net 8,247 7,429 818 1"
Total net interest and trading revenues 15,166 13,430 1,736 13
Breakdown by Group Division/CIB product1:

Sales & Trading (equity) 2,739 2,465 273 11
Sales & Trading (debt and other products) 8,027 6,434 1,593 25
Total Sales & Trading 10,765 8,899 1,866 21
Loan products? 345 764 (419) (55)
Transaction services 1,074 915 159 17
Remaining products® (38) (20) (18) 90
Total Corporate and Investment Bank 12,147 10,558 1,589 15
Private Clients and Asset Management 2,955 2,818 137 5
Corporate Investments (16) 37 (53) N/M
Consolidation & Adjustments 80 17 63 N/M
Total net interest and trading revenues 15,166 13,430 1,736 13

N/M — Not meaningful

1 Note that this breakdown reflects net interest and trading revenues only. For a discussion of the group divisions’ total revenues by product please refer to
“Results of Operations by Segment”.

2 Includes the traditional net interest spread on loans as well as the results of credit default swaps used to hedge our investment-grade loan exposure.
3 Includes origination, advisory and other products.

CORPORATE AND INVESTMENT BANK (CIB). The significant increase in combined net interest and trading revenues
from sales and trading products of 21 % to € 10.8 billion reflected large increases across the Sales & Trading (debt &
other products) platform, with particularly strong performances in rates and credit trading. Significant improvements in
Sales & Trading (equity) also contributed to the increases. In Loan products, combined net interest and trading reve-
nues declined by € 419 million primarily due to mark-to-market losses on credit risk hedge positions in 2006 compared
to gains in 2005. The increase of € 159 million in Transaction services was due to higher interest revenues from Cash
Management products and from Trust & Securities Services.

PRIVATE CLIENTS AND ASSET MANAGEMENT (PCAM). Combined net interest and trading revenues were € 3.0 billion in
2006, an increase of € 137 million, or 5%, compared to 2005, mainly due to higher loan volumes and to improved
deposit margins.

CORPORATE INVESTMENTS (Cl). Results include the cost of carrying Cl's investment portfolio. The decrease of
€53 million to a loss of € 16 million included lower dividend income from our smaller industrial holdings portfolio.

PROVISION FOR LOAN LOSSES
Our provision for loan losses in 2006 was € 330 million, down € 44 million, or 12 %, from the prior year, reflecting tight
credit risk management, positive results of workout processes and the overall benign credit environment. In 2006, our

loan loss provision was principally driven by our smaller-balance standardized homogeneous loan portfolio.

For further information on the provision for loan losses see our Risk Report.
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NONINTEREST REVENUES, EXCLUDING TRADING REVENUES

2006 increase (decrease)

from 2005
in€m. 2006 2005 in € in %
Commissions and fee revenues' 11,544 10,089 1,455 14
Net gains on securities available for sale 407 1,055 (648) (61)
Net income from equity method investments 512 418 94 22
Other noninterest revenues 709 648 61
Total noninterest revenues, excluding trading revenues 13,172 12,210 962
N/M — Not meaningful
1 Includes:

2006 2005 in € in %

Commissions and fees from fiduciary activities:

Commissions for administration 440 396 44 11

Commissions for assets under management 3,363 3,009 354 12

Commissions for other securities business 192 151 41 27
Total 3,995 3,556 439 12
Commissions, broker’s fees, markups on securities underwriting and
other securities activities:

Underwriting and advisory fees 2,629 2,059 570 28

Brokerage fees 2,390 1,998 392 20
Total 5,019 4,057 962 24
Fees for other customer services 2,530 2,476 54 2
Total commissions and fee revenues 11,544 10,089 1,455 14

COMMISSIONS AND FEE REVENUES. Total 2006 commissions and fee revenues were € 11.5billion, an increase of
€ 1.5 billion compared with 2005. The increase of €439 million in commissions and fees from fiduciary activities mainly
resulted from higher performance fees in AWM'’s Real Estate business. Underwriting and advisory fees increased by
€570 million, mainly attributable to CIB’s Corporate Finance business. Brokerage fees were up € 392 million with Equi-
ties in CIB having the most significant impact.

NET GAINS ON SECURITIES AVAILABLE FOR SALE. Total net gains on securities available for sale were €407 million in
2006, down € 648 million compared to 2005. The 2006 result was mainly attributable to CIB’s sales & trading areas as
well as to net gains in Cl, of which the most significant was a gain of € 92 million related to selling part of our invest-
ment in Linde AG. Results in 2005 included € 666 million gains from the reduction of our stake in DaimlerChrysler AG.
Additionally, the gains from the disposal of our interest in Stidzucker AG and from the partial disposal of HCL Tech-
nologies Ltd. contributed to the 2005 results.

NET INCOME FROM EQUITY METHOD INVESTMENTS. Net income from our equity method investments was
€512 million and €418 million in 2006 and 2005, respectively. The key contributors in 2006 were equity method in-
vestments in Cl and CIB’s sales & trading areas, and disposal gains from our real estate investments in AWM. In
2005, the profit was also mainly driven by Cl and CIB’s sales & trading areas. Significantly impacting Cl's equity
method income in both years was the disposal of our investment in EUROHYPO AG with sales gains of € 85 million
and €44 million in 2006 and 2005, respectively.

OTHER NONINTEREST REVENUES. Total other noninterest revenues were €709 million in 2006, an increase of
€61 million compared to 2005. The improvement resulted from higher net gains from loans held for sale and the re-
ceipt of €125 million from the settlement of insurance claims, in respect of business interruption losses and costs
related to the terrorist attacks of September 11, 2001 in the United States. These factors were partly offset by several
decreasing items, such as lower results from qualifying hedges and a decline in both net gains related to premises
and businesses sold.
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NONINTEREST EXPENSES
The following table sets forth information on our noninterest expenses.

2006 increase (decrease)

from 2005
in€m. 2006 2005 in€ in %
Compensation and benefits 12,649 10,993 1,656 15
Other noninterest expenses' 7,011 7,394 (383) (5)
Goodwill impairment/impairment of intangibles 31 - 31 N/M
Restructuring activities 192 767 (575) (75)
Total noninterest expenses 19,883 19,154 729 4
N/M — Not meaningful
1 Includes:

2006 2005 in € in %
Net occupancy expense of premises 1,020 1,014 6 1
Furniture and equipment 157 169 (12) 7)
IT costs 1,586 1,539 47 3
Agency and other professional service fees 1,202 895 307 34
Communication and data services 634 599 35 6
Other expenses 2,412 3,178 (766) (24)
Total other noninterest expenses 7,011 7,394 (383) (5)

COMPENSATION AND BENEFITS. The increase of € 1.7 billion in 2006 compared to 2005 was mainly driven by higher
performance-related compensation due to improved operating results across almost all businesses. Also contributing
to the increase were higher severance payments, which were up € 105 million in 2006, and higher salaries and bene-
fits following our hiring initiatives in growth businesses.

OTHER NONINTEREST EXPENSES. Total other noninterest expenses decreased by € 383 million in 2006. The decrease
of €766 million in “Other expenses” was mainly attributable to significant 2005 provisions for both legal exposures and
investor compensation related to the real estate fund grundbesitz-invest, as well as a provision release relating to
grundbesitz-invest, in 2006. The remaining other noninterest expenses increased mainly due to transaction- and reve-
nue-related expenses, primarily reflected in agency and other professional service fees.

GOODWILL IMPAIRMENT/IMPAIRMENT OF INTANGIBLES. The current year included a goodwill impairment charge of
€31 million related to a fully consolidated private equity investment in Cl.

RESTRUCTURING ACTIVITIES. We continued our Business Realignment Program in 2006, with restructuring charges
totaling € 192 million compared to € 767 million in 2005. For further information on restructuring activities see Note [28]
to our consolidated financial statements.
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INCOME TAX EXPENSE

Income tax expense was € 2.2 billion in 2006 compared to € 2.6 billion in 2005. The decrease was primarily attributable
to the effect of a German tax law change for the refund of prior years distribution tax credits, which resulted in the
accelerated recognition of €355 million of corporate tax credits. The tax expense was further reduced by the settle-
ment of tax audits in some regions at favorable terms. The reversal of 1999/2000 credits for German tax rate changes
led to an income tax benefit of € 1 million in 2006 compared to a € 544 million tax expense in 2005. The actual effective
tax rates were 27 % in 2006 and 42 % in 2005. Excluding the effect of the reversal, our effective tax rates were 27 % in
2006 but 33 % in 2005.

RESULTS OF OPERATIONS BY SEGMENT

The following is a discussion of the results of our business segments. See Note [27] to the consolidated financial sta-
tements for information regarding

— our organizational structure;

— effects of significant acquisitions and divestitures on segmental results;

— changes in the format of our segment disclosure;

— the framework of our management reporting systems;

— consolidating and other adjustments to the total results of operations of our business segments;
— definitions of non-GAAP financial measures that are used with respect to each segment, and
— the rationale for excluding items in deriving the measures.

The criterion for segmentation into divisions is our organizational structure as it existed at December 31, 2006. For

further discussion of our business segments, see “ltem 4: Information on the Company” and Note [27] to the consoli-
dated financial statements. Segment results were prepared in accordance with our management reporting systems.
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2006 Corporate Private Corporate Total Man- Consolida- Total
and Invest- Clients and Investments agement tion & Ad-  Consolidated
ment Bank Asset Man- Reporting justments

in € m. (except percentages) agement

Net revenues’ 18,712 9,191 613 28,516 (178) 28,338

Provision for loan losses (55) 368 18 330 0) 330

Provision for off-balance sheet positions (33) (1) (15) (50) 0 (50)

Total provision for credit losses (88) 366 2 281

Operating cost base' 12,894 6,760 133 19,787

Policyholder benefits and claims - 53 - 53 4 57

Minority interest 26 1) (6) 20 (1) 19

Restructuring activities 99 91 1 192 - 192

Goodwill impairment/impairment of intangibles - - 31 31 - 31

Total noninterest expenses3 13,019 6,904 160 20,082 (150) 19,933

Income (loss) before income taxes* 5,781 1,921 451 8,153 (28) 8,125

Add (deduct):

Net (gains) from businesses sold/held for sale - (54) - (54)
Significant equity pick-ups/net (gains) from investments - - (356) (356)
Net (gains) on securities available for sale/industrial holdings

including hedging - - (134) (134)
Net (gains) on the sale of premises (12) (12)
Restructuring activities 99 91 1 192

Goodwill impairment/impairment of intangibles - - 31 31

Underlying pre-tax profit 5,880 1,958 (20) 7,819

Cost/income ratio in % 70 75 26 70 N/M 70

Underlying cost/income ratio in % 69 74 121 71

Assets® 1,012,050 129,740 17,406 1,119,235 6,995 1,126,230

Risk-weighted positions (BIS risk positions) 191,892 76,407 5,354 273,653 1,984 275,637

Average active equity® 17,701 7,249 1,106 26,055 713 26,768

Return on average active equity in % 33 27 41 31 N/M 30

Underlying return on average active equity in % 33 27 (2) 30

N/M — Not meaningful

1 Includes

Severance payments 100 23 0 123 33 156

2 Net interest revenues and noninterest revenues.

3 Excludes provision for off-balance sheet positions (reclassified to provision for credit losses).

4 Before cumulative effect of accounting changes.

5 The sum of corporate divisions does not necessarily equal the total of the corresponding group division because of consolidation items between corporate divisions, which are to be

eliminated on the group division level. The same approach holds true for the sum of group divisions compared to Total Management Reporting.
See Note [27] to the consolidated financial statements for a description of how average active equity is allocated to the divisions.

o
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2005 Corporate Private Corporate Total Man- Consolida- Total Con-
and Invest- Clients and Investments agement tion & Ad- solidated
ment Bank Asset Man- Reporting justments

in € m. (except percentages) agement

Net revenues’ 15,923 8,589 1,229 25,741 (102) 25,640

Provision for loan losses 32 342 (0) 374 0 374

Provision for off-balance sheet positions (22) 2) (0) (24) (0) (24)

Total provision for credit losses 10 340 1) 350

Operating cost base' 11,122 6,339 181 17,642

Policyholder benefits and claims - 49 - 49 3 52

Minority interest 37 30 2) 66 (11) 55

Restructuring activities 417 346 2 767 - 767

Goodwill impairment/impairment of intangibles - - - - - -

Total noninterest expenses3 11,577 6,766 181 18,523 654 19,178

Income (loss) before income taxes* 4,336 1,484 1,049 6,868 (756) 6,112

Add (deduct):

Net (gains) from businesses sold/held for sale 0 (90) - (90)
Significant equity pick-ups/net (gains) from investments - - (156) (156)
Net (gains) on securities available for sale/industrial holdings

including hedging - - (801) (801)
Net (gains) on the sale of premises - - (57) (57)
Restructuring activities 417 346 2 767
Goodwill impairment/impairment of intangibles - - - -

Underlying pre-tax profit 4,753 1,740 37 6,531

Cost/lincome ratio in % 73 79 15 72 N/M 75

Underlying cost/income ratio in % 70 75 84 72

Assets® 881,649 123,640 15,025 984,184 7,977 992,161

Risk-weighted positions (BIS risk positions) 167,753 74,064 7,448 249,264 1,938 251,202

Average active equity® 14,385 6,700 3,047 24,132 998 25,130

Return on average active equity in % 30 22 34 28 N/M 24

Underlying return on average active equity in % 33 26 1 27

N/M — Not meaningful

1 Includes
Severance payments 17 21 (0) 38 13 51
2 Net interest revenues and noninterest revenues.
3 Excludes provision for off-balance sheet positions (reclassified to provision for credit losses).
4 Before cumulative effect of accounting changes.
5 The sum of corporate divisions does not necessarily equal the total of the corresponding group division because of consolidation items between corporate divisions, which are to be

eliminated on the group division level. The same approach holds true for the sum of group divisions compared to Total Management Reporting.
See Note [27] to the consolidated financial statements for a description of how average active equity is allocated to the divisions.
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GROUP DIVISIONS

CORPORATE AND INVESTMENT BANK GROUP DIVISION
The following table sets forth the results of our Corporate and Investment Bank Group Division for the years ended
December 31, 2006 and 2005, in accordance with our management reporting systems.

in € m. (except percentages) 2006 2005
Net revenues:
Sales & Trading (equity) 4,080 3,316
Sales & Trading (debt and other products) 9,046 7,337
Origination (equity) 760 647
Origination (debt) 1,328 1,017
Advisory 783 604
Loan products 805 1,252
Transaction services 2,228 1,975
Other (318) (225)
Total net revenues 18,712 15,923
Therein: Net interest and trading revenues 12,147 10,558
Provision for credit losses:
Provision for loan losses (55) 32
Provision for off-balance sheet positions (33) (22)
Total provision for credit losses (88) 10
Noninterest expenses1:
Operating cost base 12,894 11,122
Minority interest 26 37
Restructuring activities 99 417
Goodwill impairment - -
Total noninterest expenses1 13,019 11,577
Therein: Severance payments 100 17
Income before income taxes 5,781 4,336
Add (deduct):
Net (gains) from businesses sold/held for sale - 0
Restructuring activities 99 417
Goodwill impairment - —
Underlying pre-tax profit 5,880 4,753
Cost/income ratio in % 70 73
Underlying cost/income ratio in % 69 70
Assets 1,012,050 881,649
Risk-weighted positions (BIS risk positions) 191,892 167,753
Average active equity2 17,701 14,385
Return on average active equity in % 33 30
Underlying return on average active equity in % 33 33

1 Excludes provision for off-balance sheet positions (reclassified to provision for credit losses).
2 See Note [27] to the consolidated financial statements for a description of how average active equity is allocated to the divisions.

The following paragraphs discuss the contribution of the individual corporate divisions to the overall results of the
Corporate and Investment Bank Group Division.
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CORPORATE BANKING & SECURITIES CORPORATE DIVISION
The following table sets forth the results of our Corporate Banking & Securities Corporate Division for the years ended
December 31, 2006 and 2005, in accordance with our management reporting systems.

in € m. (except percentages) 2006 2005
Net revenues:
Sales & Trading (equity) 4,080 3,316
Sales & Trading (debt and other products) 9,046 7,337
Origination (equity) 760 647
Origination (debt) 1,328 1,017
Advisory 783 604
Loan products 805 1,252
Other (318) (225)
Total net revenues 16,484 13,948
Provision for credit losses:
Provision for loan losses (58) 25
Provision for off-balance sheet positions 1) 3
Total provision for credit losses (59) 28
Noninterest expenses1:
Operating cost base 11,354 9,650
Minority interest 26 37
Restructuring activities 77 330
Goodwill impairment - -
Total noninterest expenses1 11,458 10,017
Therein: Severance payments 97 18
Income before income taxes 5,086 3,903

Add (deduct):
Net (gains) losses from businesses sold/held for sale - -

Restructuring activities 77 330

Goodwill impairment - -
Underlying pre-tax profit 5,163 4,233
Cost/income ratio in % 70 72
Underlying cost/income ratio in % 69 69
Assets 1,003,273 872,977
Risk-weighted positions (BIS risk positions) 177,672 155,447
Average active equity? 16,610 13,070
Return on average active equity in % 31 30
Underlying return on average active equity in % 31 32

1 Excludes provision for off-balance sheet positions (reclassified to provision for credit losses).
2 See Note [27] to the consolidated financial statements for a description of how average active equity is allocated to the divisions.

Income before income taxes increased by €1.2billion to €5.1billion for the year ended December 31, 2006. The
improvement was driven by revenue growth of 18 %, reflecting record revenues for the year, while noninterest ex-
penses increased by 14 % driven by performance-related compensation. Underlying pre-tax profit, which excludes
restructuring charges of € 77 million in 2006 and € 330 million in 2005, increased by € 930 million to € 5.2 billion in 2006.

Net revenues of € 16.5 billion in 2006 were € 2.5 billion higher than net revenues of € 13.9 billion in 2005.
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Sales & Trading (debt and other products) revenues were a record € 9.0 billion in 2006 and increased by € 1.7 billion
compared to 2005. Sales & Trading (equity) revenues were € 4.1 billion, up by € 764 million versus 2005, to their high-
est level in 5 years.

The improved earnings in our Debt and Equity franchises continued to reflect our leadership positions in high-value
structured products including credit, equity, foreign exchange and interest rate derivatives, distressed debt and securi-
tized products. Both investing and issuing clients showed strong demand for these products throughout the year. In
particular, credit and equity derivatives benefited from increasingly widespread customer demand and a growing
range of client solutions. Emerging markets also remained robust, with our emerging markets equity business in par-
ticular posting substantial increases in revenues versus 2005. While customer business remained the predominant
source of our sales and trading earnings, we also benefited from a good level of revenues from our designated pro-
prietary positions in favorable market conditions. Margin compression remained significant in more mature “flow” busi-
nesses such as cash equities, foreign exchange and money markets. We nonetheless achieved significant revenue
growth in these business lines by continuing to increase market share and leveraging technology.

Revenues from Origination and Advisory were a record € 2.9 billion, €603 million higher than in 2005. Origination
(debt) revenues continued to be driven by high levels of leveraged finance activity with the combined market fees from
high-yield bonds and syndicated loans exceeding equity market fees for the year by nearly U.S.$ 2billion. Due to our
leading position in leveraged finance, we maintained a top 5 position globally in the fee league tables in both high-yield
bonds and syndicated loans for the year. We also maintained a top 5 position for the year in high-grade bonds. In
Origination (equity) our market share of the equity fee pool increased in both the Americas and Asia Pacific excluding
Japan. In Advisory, we achieved a ranking of 4 in Europe, Middle East and Africa (‘EMEA”) and gained market share
in the Americas as measured by share of fee pool (source for all rankings: Dealogic).

Revenues from Loan Products were € 805 million, €447 million lower than in 2005. The main driver of this reduction
was credit default swaps used to hedge the bank’s investment grade loan exposure, with mark-to-market losses in-
curred in 2006 compared with mark-to-market gains in 2005. Credit spreads across most industry sectors tightened,
reflecting the continuing overall benign credit environment.

The provision for credit losses resulted in a net release of € 59 million in 2006, compared to a net charge of € 28 million
in 2005, reflecting a number of significant releases and recoveries from workout situations in the first half of 2006.

Noninterest expenses in 2006 were € 11.5 billion, an increase of € 1.4 billion compared to € 10.0 billion in 2005, mainly
driven by an increase in performance-related compensation consistent with improved operating results.

The cost income ratio improved by 2 percentage points in 2006 to 70 %, resulting from the increased revenues and an

ongoing focus on disciplined cost management. The underlying cost income ratio, which excludes restructuring
charges, remained unchanged at 69 %.
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GLOBAL TRANSACTION BANKING CORPORATE DIVISION
The following table sets forth the results of our Global Transaction Banking Corporate Division for the years ended
December 31, 2006 and 2005, in accordance with our management reporting systems.

in € m. (except percentages) 2006 2005
Net revenues:
Transaction services 2,228 1,975
Other - (0)
Total net revenues 2,228 1,975
Provision for credit losses:
Provision for loan losses 3 7
Provision for off-balance sheet positions (32) (25)
Total provision for credit losses (29) (18)
Noninterest expenses1:
Operating cost base 1,540 1,472
Minority interest - -
Restructuring activities 22 88
Goodwill impairment - _
Total noninterest expenses1 1,561 1,560
Therein: Severance payments 3 (1)
Income before income taxes 696 433
Add (deduct):
Net (gains) from businesses sold/held for sale - 0
Restructuring activities 22 88
Goodwill impairment - -
Underlying pre-tax profit 717 521
Cost/income ratio in % 70 79
Underlying cost/income ratio in % 69 75
Assets 24,244 18,081
Risk-weighted positions (BIS risk positions) 14,220 12,306
Average active equity? 1,091 1,315
Return on average active equity in % 64 33
Underlying return on average active equity in % 66 40

1 Excludes provision for off-balance sheet positions (reclassified to provision for credit losses).
2 See Note [27] to the consolidated financial statements for a description of how average active equity is allocated to the divisions.

Income before income taxes increased by € 263 million to € 696 million for the year ended December 31, 2006. Under-
lying pre-tax profit, which excludes restructuring charges of € 22 million in 2006 and € 88 million in 2005, increased by
€ 196 million to €717 million in 2006.

Net revenues increased by 13 % to € 2.2 billion in 2006. Revenue growth was mainly due to robust customer demand
in our Cash Management and Trust & Securities Services (TSS) businesses. The Cash Management payments busi-
ness generated significantly higher revenues due to improved interest margins, increased deposit balances in all
regions and improved transaction volumes in euro clearing. Revenues in TSS increased from both issuer-related
services in line with increased capital markets activity and from our investor-related domestic custody business, large-
ly driven by an increase of 35 % to € 1.2 trillion in assets under custody.

The provision for credit losses amounted to a net release of €29 million in 2006, compared to a net release of
€ 18 million for 2005 reflecting the continued benign credit conditions.
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Noninterest expenses were € 1.6 billion in both 2006 and 2005 and included an increase in performance-related com-
pensation due to improved results and reduced restructuring expenses in 2006.

The cost income ratio of 70 % was 9 percentage points lower than in 2005, reflecting the aforementioned improve-
ments in revenues. After adjusting for the decline in charges for restructuring activities, the underlying cost income
ratio improved by 6 percentage points from 75 % in 2005 to 69 % in 2006.

PRIVATE CLIENTS AND ASSET MANAGEMENT GROUP DIVISION
The following table sets forth the results of our Private Clients and Asset Management Group Division for the years
ended December 31, 2006 and 2005, in accordance with our management reporting systems.

in € m. (except where indicated) 2006 2005
Net revenues:
Portfolio/fund management 3,089 2,718
Brokerage 1,910 1,843
Loans/deposits 2,633 2,415
Payments, account & remaining financial services 899 857
Other 660 757
Total net revenues 9,191 8,589
Therein: Net interest and trading revenues 2,955 2,818
Provision for credit losses:
Provision for loan losses 368 342
Provision for off-balance sheet positions (1) 2)
Total provision for credit losses 366 340
Noninterest expenses':
Operating cost base 6,760 6,339
Policyholder benefits and claims 58] 49
Minority interest (1) 30
Restructuring activities 91 346
Goodwill impairment/impairment of intangibles - -
Total noninterest expenses1 6,904 6,766
Therein: Severance payments 23 21
Income before income taxes 1,921 1,484
Add (deduct):
Net (gains) losses from businesses sold/held for sale (54) (90)
Restructuring activities 91 346
Goodwill impairment/impairment of intangibles - -
Underlying pre-tax profit 1,958 1,740
Cost/income ratio in % 75 79
Underlying cost/income ratio in % 74 75
Assets 129,740 123,640
Risk-weighted positions (BIS risk positions) 76,407 74,064
Average active equity2 7,249 6,700
Return on average active equity in % 27 22
Underlying return on average active equity in % 27 26
Invested assets — adjusted (in € bn.)3 908 862

1 Excludes provision for off-balance sheet positions (reclassified to provision for credit losses).
2 See Note [27] to the consolidated financial statements for a description of how average active equity is allocated to the divisions.

3 We define invested assets as (a) assets we hold on behalf of customers for investment purposes and/or (b) client assets that are managed by us. We
manage invested assets on a discretionary or advisory basis, or these assets are deposited with us. Invested Assets in PWM were adjusted following a
review in fourth quarter 2006. A total of € 5 billion assets were reclassified from the “Invested Assets” category to “Custody — Only Assets”. This reclassi-
fication was retrospectively reflected in the periods in which the assets were originally reported.
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The following paragraphs discuss the contribution of the individual corporate divisions to the overall results of Private
Clients and Asset Management Group Division.

ASSET AND WEALTH MANAGEMENT CORPORATE DIVISION
The following table sets forth the results of our Asset and Wealth Management Corporate Division for the years ended
December 31, 2006 and 2005, in accordance with our management reporting systems.

in € m. (except where indicated) 2006 2005
Net revenues:
Portfolio/fund management (AM) 2,470 2,199
Portfolio/fund management (PWM) 332 303
Total portfolio/fund management 2,803 2,501
Brokerage 811 769
Loans/deposits 191 165
Payments, account & remaining financial services 18 15
Other 354 431
Total net revenues 4177 3,880
Provision for credit losses:
Provision for loan losses 0 0
Provision for off-balance sheet positions (1) (0)
Total provision for credit losses (1) (0)
Noninterest expenses1:
Operating cost base 3,213 2,984
Policyholder benefits and claims 53 49
Minority interest 1) 30
Restructuring activities 43 220
Goodwill impairment/impairment of intangibles - -
Total noninterest expenses1 3,307 3,284
Therein: Severance payments 12 4
Income before income taxes 870 597
Add (deduct):
Net (gains) losses from businesses sold/held for sale (43) (81)
Restructuring activities 43 220
Goodwill impairment/impairment of intangibles - -
Underlying pre-tax profit 870 735
Cost/income ratio in % 79 85
Underlying cost/income ratio in % 79 80
Assets 35,400 37,150
Risk-weighted positions (BIS risk positions) 12,339 13,811
Average active equity2 4,927 4,993
Return on average active equity in % 18 12
Underlying return on average active equity in % 18 15
Invested assets — adjusted (in € bn.)3 732 698

1 Excludes provision for off-balance sheet positions (reclassified to provision for credit losses).
2 See Note [27] to the consolidated financial statements for a description of how average active equity is allocated to the divisions.

3 We define invested assets as (a) assets we hold on behalf of customers for investment purposes and/or (b) client assets that are managed by us. We
manage invested assets on a discretionary or advisory basis, or these assets are deposited with us. Invested Assets in PWM were adjusted following a
review in fourth quarter 2006. A total of € 5 billion assets were reclassified from the “Invested Assets” category to “Custody — Only Assets”. This reclassi-
fication was retrospectively reflected in the periods in which the assets were originally reported.

Income before income taxes was € 870 million in 2006, € 273 million higher than in 2005. The results for 2006 included
charges of €43 million for restructuring activities and net gains of €43 million from the sale of businesses. In 2005,
income before income taxes included charges of €220 million for restructuring activities and net gains of € 81 million
from the sale of businesses. Underlying pre-tax profit, which excludes these items, increased by € 135 million from
€735 million in 2005 to €870 million in 2006.
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Net revenues were €4.2 billion in 2006, an increase of € 296 million, or 8 %, compared to 2005. This was a record year
for net revenues in AWM, with growth in all major product areas.

Portfolio/fund management revenues of €2.5billion in AM represented an increase of €272 million, or 12 %, from
2005. This improvement mainly reflected higher levels of performance fees in the Real Estate business, as well as a
continued increase in invested assets, particularly in Germany. Partly offsetting these results was a decline in reve-
nues due to the sale of a substantial part of our UK- and Philadelphia-based AM businesses to Aberdeen Asset Man-
agement PLC in 2005.

Portfolio/fund management revenues of € 332 million in PWM were € 30 million above those of 2005 predominantly
due to increased invested assets.

Continued strong customer demand for high-value products, as well as higher levels of transaction-based revenues,
resulted in an increase of € 43 million, or 6 %, in Brokerage revenues, which also benefited from net inflows of invested
assets.

Revenues related to loans/deposits of € 191 million were up by €26 million, or 16 %, due to higher volumes in our
margin loan and time-deposit businesses.

Revenues from other products of € 354 million were € 76 million, or 18 %, lower than in 2005, due to lower gains from
the sale of investments, mainly in the Real Estate business, and a decrease of € 38 million in net gains from the sale of
businesses. Such gains totaled € 43 million in 2006 and €81 million in 2005.

Noninterest expenses were € 3.3 billion in 2006, an increase of € 23 million, or 1 %, from 2005. The increase in nonin-
terest expenses was primarily driven by higher performance-related compensation and expenses related to the im-
plementation of PWM'’s growth strategy, partly offset by a decrease in charges for restructuring activities, which de-
clined from € 220 million in 2005 to €43 million in 2006.

The cost/income ratio was 79 % in 2006, an improvement of 6 percentage points compared to 85 % in 2005. After
adjusting for restructuring charges and gains from the sale of businesses, the underlying cost/income ratio was 79 %
in 2006, compared to 80 % in 2005.

Invested assets increased by € 34 billion to €732 billion in 2006. Invested Assets in PWM grew from € 163 billion in
2005 to €189billion at the end of 2006. The increase of €26 billion or 16 % was mainly due to net new assets of
€ 15 billion spread across all major regions. A total of € 5 billion assets was reclassified from “Invested Assets” to “Cus-
tody-Only Assets” following a review of invested assets in the fourth quarter 2006. This reclassification was retrospec-
tively reflected in the periods in which the assets were reported.

Invested Assets in AM grew from € 536 billion in 2005 to € 543 billion at the end of 2006. The increase of € 7 billion or
1% was mainly due to net new assets of €6 billion. In Germany (as measured by the German Investment Association,
BVI), our mutual fund company DWS achieved net inflows, which at €6 billion, represented 30 % of the total net in-
flows in the market, and had record funds under management of € 122 billion at year-end 2006. DWS continued to be
the market leader in Germany with a 25 % market share (source: BVI) and it remains one of the leading retail asset
managers in Europe by size and investment performance. In 2006, DWS was awarded the Standard & Poor’s Fund
Award for the best-performing mutual fund company in Germany for the twelfth consecutive year.
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PRIVATE & BUSINESS CLIENTS CORPORATE DIVISION
The following table sets forth the results of our Private & Business Clients Corporate Division for the years ended
December 31, 2006 and 2005, in accordance with our management reporting systems.

in € m. (except where indicated) 2006 2005
Net revenues:
Portfolio/fund management 287 216
Brokerage 1,099 1,074
Loans/deposits 2,442 2,251
Payments, account & remaining financial services 881 842
Other 305 326
Total net revenues 5,014 4,709
Provision for credit losses:
Provision for loan losses 368 342
Provision for off-balance sheet positions (1) (2)
Total provision for credit losses 367 340
Noninterest expenses1:
Operating cost base 3,547 3,355
Policyholder benefits and claims - -
Minority interest 0 0
Restructuring activities 49 127
Goodwill impairment/impairment of intangibles - -
Total noninterest expenses1 3,596 3,482
Therein: Severance payments 11 17
Income before income taxes 1,051 887
Add (deduct):
Net (gains) losses from businesses sold/held for sale (11) 9)
Restructuring activities 49 127
Goodwill impairment/impairment of intangibles - -
Underlying pre-tax profit 1,089 1,005
Cost/income ratio in % 72 74
Underlying cost/income ratio in % 7 71
Assets 94,380 86,528
Risk-weighted positions (BIS risk positions) 64,068 60,252
Average active equity? 2,321 1,707
Return on average active equity in % 45 52
Underlying return on average active equity in % 47 59
Invested assets (in € bn.)® 176 163
Loan volume (in € bn.) 79 73
Deposit volume (in € bn.) 72 66

1 Excludes provision for off-balance sheet positions (reclassified to provision for credit losses).
2 See Note [27] to the consolidated financial statements for a description of how average active equity is allocated to the divisions.

3 We define invested assets as (a) assets we hold on behalf of customers for investment purposes and/or (b) client assets that are managed by us. We
manage invested assets on a discretionary or advisory basis, or these assets are deposited with us.

Income before income taxes was € 1.1 billion in 2006, € 164 million higher than in 2005. The current year included
charges of €49 million for restructuring activities and net gains of € 11 million from the partial sale of PBC’s credit card
processing activities in Italy. In 2005, income before income taxes included charges of € 127 million for restructuring
activities and net gains of € 9 million from the sale of the private banking business in the Netherlands. Underlying pre-
tax profit, which excludes these items, increased by € 84 million from € 1.0 billion in 2005 to € 1.1 billion in 2006, as
revenue growth more than offset higher noninterest expenses and an increased provision for credit losses.
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Net revenues of €5.0 billion increased by € 306 million, or 6 %, compared to 2005, outperforming GDP growth in Ger-
many and ltaly, PBC’s core markets. Revenues from norisbank were included since the first-time consolidation at the
beginning of November 2006.

Portfolio/fund management revenues and brokerage revenues increased by € 70 million and € 25 million, respectively.
The improvements reflected successful placements of innovative investment products, as well as higher transaction-
based flow revenues.

Loans/deposits revenues were the key factors in the growth in 2006 and increased by € 192 million, driven by higher
loan volumes resulting from PBC’s strategy to grow its consumer lending business. Revenues attributable to deposits
increased due to both higher volumes and improved margins.

Payments, account and remaining financial services revenues increased by € 39 million, mainly due to higher reve-
nues from payment services but also from increased insurance brokerage revenues in 2006.

Revenues from other products of €305 million in 2006 decreased by € 21 million compared to 2005, primarily due to
lower results from asset and liability management.

Provision for credit losses increased by €27 million, or 8 %, to € 367 million in 2006 reflecting the growth in loan vol-
ume and the impact from the first time consolidation of norisbank.

Noninterest expenses of € 3.6 billion were € 116 million, or 3 %, higher than in 2005, primarily due to an increase of
€193 million in the operating cost base, which excludes restructuring charges and other items. The increased ex-
penses reflect investments in business growth, including the branch banking and credit card offerings in India and the
extension of the branch network in Poland, as well as the expansion of our sales forces in Western European markets.
Also contributing to the rise in expenses were integration-related costs from the norisbank and Berliner Bank acquisi-
tions. Charges for restructuring activities were €49 million, which was € 78 million lower than in the previous year.

The cost/income ratio was 72 % in 2006, an improvement of 2 percentage points compared to 74 % in 2005. Exclud-
ing restructuring charges and gains from the sale of businesses, the underlying cost/income ratio of 71 % remained
unchanged compared to 2005.

Invested assets of € 176 billion at the end of 2006 grew by € 13 billion or 8 %. The increase was attributable to both the

impact of market appreciation of €6 billion and net inflows of €6 billion driven by the supply of innovative products
across PBC’s broad customer base.
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CORPORATE INVESTMENTS GROUP DIVISION
The following table sets forth the results of our Corporate Investments Group Division for the years ended December
31, 2006 and 2005, in accordance with our management reporting systems.

in € m. (except percentages) 2006 2005
Net revenues 613 1,229
Therein: Net interest and trading revenues (16) 37
Provision for credit losses:
Provision for loan losses 18 (0)
Provision for off-balance sheet positions (15) (0)
Total provision for credit losses 2 1)
Noninterest expenses1:
Operating cost base 133 181
Minority interest (6) (2)
Restructuring activities 1 2
Goodwill impairment/impairment of intangibles 31 -
Total noninterest expenses1 160 181
Therein: Severance payments 0 0
Income before income taxes 451 1,049

Add (deduct):
Net (gains) losses from businesses sold/held for sale - -
Significant equity pick-ups/net (gains) losses from investments (356) (156)

Net (gains) losses on securities available for sale/industrial holdings including hedging (134) (801)
Net (gains) losses on sale of premises (12) (57)
Restructuring activities 1 2
Goodwill impairment/impairment of intangibles 31 -
Underlying pre-tax profit (loss) (20) 37
Cost/income ratio in % 26 15
Underlying cost/income ratio in % 121 84
Assets 17,406 15,025
Risk-weighted positions (BIS risk positions) 5,354 7,448
Average active equity? 1,106 3,047
Return on average active equity in % 41 34
Underlying return on average active equity in % (2) 1

1 Excludes provision for off-balance sheet positions (reclassified to provision for credit losses).
2 See Note [27] to the consolidated financial statements for a description of how average active equity is allocated to the divisions.

Cl reported income before income taxes of €451 million in 2006 compared to € 1.0 billion in 2005.

Net revenues were € 613 million in 2006, a decrease of € 617 million compared to the previous year. Net revenues in
2006 included net gains of € 134 million from selling some of our industrial holdings. The most significant impact of
€92 million, resulted from the sale of Linde AG shares after having participated in Linde’s capital increase earlier in
2006. Also included was a gain from the partial sale of HCL Technologies Ltd. Net gains from significant equity me-
thod and other investments of € 356 million included a gain of € 85 million from the sale of our remaining share in EU-
ROHYPO AG and a significant gain on sale of our investment in Germanischer Lloyd AG.

Net revenues in 2005 included net gains of €801 million from selling some of our industrial holdings. The largest gain,
totaling €666 million, resulted from the further reduction of our investment in DaimlerChrysler AG from 10.4 % to
4.4 %. Also reflected were significant gains on the sale of our stake in Stidzucker AG and the partial sale of HCL Tech-
nologies Ltd. Net revenues in 2005 also included net gains of € 156 million from significant equity method and other
investments, including a €44 million gain from the reduction of our stake in EUROHYPO AG. Additional net gains of
€ 57 million resulted from the disposal of premises.
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Excluding these items, the remaining variance between net revenues in 2006 and 2005 was mainly attributable to
lower dividend income from our smaller industrial holdings portfolio and lower revenues subsequent to the sale of
investments.

Total noninterest expenses decreased in 2006 to € 144 million from € 181 million in 2005 mainly as a result of the sale
of investments in prior periods. This decrease was partly offset by a goodwill impairment charge of € 31 million related
to a fully consolidated Private Equity investment.

At year end 2006, the alternative assets portfolio of Cl had a carrying value of € 811 million, of which 33 % was private

equity direct investments, 44 % was real estate investments and 23 % was private equity indirect and other invest-
ments. This compares to a value at year end 2005 of € 1.4 billion.

F-26



24 /] 25

OTHER FINANCIAL INFORMATION

PENSION PLANS

ASSUMPTIONS

We have a global policy for determining the assumptions that are applied to our pension and other employee benefit
plans. These assumptions are measurable against market factors or equivalents where market factors are not avail-
able. As stated in Note [24] to our consolidated financial statements, “Pension and Other Employee Benefit Plans”,
below are the significant assumptions related to our defined benefit pension plans and postretirement medical plans.
For all financial assumptions, the derived annual rates are rounded up or down to a multiple of ten basis points.

The discount rate in the Eurozone, the UK and the U.S. is determined by reference to a hypothetical portfolio of
AA-rated corporate bonds for which the timing and amount of cash outflows approximates the estimated payouts of
the plan at different future dates (the “yield curve”). For other countries the discount rate is based on yields to maturity
of AA-rated corporate bond indices of the same currency and similar duration of the liability, and representing sufficient
depth of market to be considered a reliable indicator. Benchmark government bonds are used for countries where
sufficient depth of AA-corporate bond markets is not available. In cases of significant differences between the pub-
lished bond duration and the calculated duration of the obligation, an adjustment is made equal to this difference mul-
tiplied by the slope of the yield curve. At December 31, 2006, the weighted-average discount rate used to measure our
pension obligations was 4.8 %. In determining our pension expense for the year ended December 31, 2006, an aver-
age discount rate of 4.3 % (i.e., the December 31, 2005 rate) was applied. The respective average discount rates for
the postretirement medical plans were 5.8 % as of December 31, 2006 and 5.4 % for determining the expected ex-
pense for 2006.

The expected return on our defined benefit pension plans’ assets is calculated by applying a risk premium which re-
flects the inherent risks associated with each relevant asset category (i.e. equities, corporate bonds, alternative in-
vestments) over a risk-free return. Using this so-called “building block” approach globally helps ensure that we have a
consistent framework in place. In addition, it provides sufficient flexibility to allow for changes that need to be built in to
reflect local specific conditions regarding risk premiums. The average expected return on plan assets for the net peri-
odic benefit cost for 2006 (NPBC 2006) was 4.4 %. The determination of the expected return on plan assets for 2007
was based on the target asset allocation as of the measurement date. We used the ten-year government fixed interest
bond yield for the country in which each plan is located as the benchmark for the risk-free return. For equities and
alternative investments, we derived the expected rate of return by adding a risk premium based on a blend of historical
data and future macroeconomic expectations. We derived the expected rate of return for fixed interest government
bonds, taking into account the duration of the bonds held compared to the ten-year benchmark. For fixed interest non-
government bonds, we set the expected rate of return as either the relevant point on the yield curve or the corporate
bond index used to set the discount rate, adjusted for differences in duration. For cash, we estimated the expected
return to be equivalent to the market yield on three-month treasury instruments for the applicable country. The aver-
age expected return for the NPBC 2007 is 4.6 %.
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The long term price inflation assumption is set by reference to region-specific consensus indices adjusted where nec-
essary for differences in duration. Increases in pensionable pay are expressed as a percentage over this base inflation
assumption. For the mortality assumptions, the most recent or generally accepted tables were applied for the major
plans in accordance with our global policy and the best estimate principle.

FUNDING
We made contributions of € 354 million and € 521 million to our defined benefit pension plans for the fiscal years 2006
and 2005, respectively.

The contributions were determined by considering several factors (e.g., ratio of fair value of plan assets to respective
Projected Benefit Obligations, service cost, funding requirements in accordance with the Employee Retirement In-
come Security Act of 1974 (ERISA) and other local statutory requirements). No minimum ERISA contributions were
required for our U.S. pension plan.

Our principle is to finance pension plans using external financing vehicles (i.e., a segregated pool of assets) unless
circumstances justify an exception, for example, where it would not comply with legislation or be tax-inefficient. Our
funding policy is to maintain full coverage of the Projected Benefit Obligation (PBO) by plan assets within a range of
90 % to 110 % of the obligation for our funded plans subject to meeting any local statutory requirements. Any obliga-
tion for our unfunded plans was accrued for accordingly and is funded when paid to the beneficiaries.

Our primary investment objective is to limit our exposure to large swings in the funded status of our plans. Therefore
the asset allocation is reviewed regularly and as part of the review of the investment strategy in 2006, the target equity
allocation was reduced further. Given this strategy, we expect that the volatility from the defined benefit pension plans
will be reduced since earnings variations on the assets will be offset by compensating movements in the obligation.

EXPENSE

The net periodic benefit cost for the year ended 2006 was determined in January 2006 by independent local actuaries
and based on certain estimates and market-related assumptions as of January 1, 2006 (e.g., discount rates, expected
return on plan assets, etc.). The expense was subsequently revised for the effects of special events such as settle-
ments and curtailments as well as prior service costs to be recognized immediately. This process was reviewed by our
independent global actuary.
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A one-percentage point change in the discount rates and in the expected rates of return on plan assets would have
had the following effects on 2006 expense for the defined benefit pensions plans.

in€m. One-percentage point increase One-percentage point decrease
Discount rate (76) 135
Expected return rate on plan assets (93) 93

We expect an overall decrease in the charge for our defined benefit pension plans as well as for the postretirement
medical plans in 2007 mainly due to the upward market trends in discount rates. The expected decrease in the charge
in 2007 is approximately 13 % for our defined benefit pension plans (2006 NPBC: € 357 million) and approximately
35 % for our postretirement medical plans (2006 NPBC: € 20 million).

AMOUNTS NOT YET RECOGNIZED THROUGH EARNINGS

The unrecognized actuarial losses in respect of our defined benefit pension plans amounted to a total of €856 million
as of December 31, 2006. Following the corridor approach we generally amortize, as part of the net periodic benefit
cost, the excess of the corridor (10 % of the higher of PBO or the Fair Value of Plan Assets) over the average future
service periods (approximately 11 years). The loss amortized for our defined benefit pension plans was € 67 million for
fiscal year 2006 and €40 million for fiscal year 2005. In 2007, the actuarial loss amortized will be €67 million for the
defined benefit pension plans. Furthermore, as of December 31, 2006, a net prior service credit of € 59 million was not
yet recognized through earnings. Thereof, € 6 million will be amortized in 2007.

For the postretirement medical plans the unrecognized actuarial gain was €2 million as of December 31, 2006. The
losses amortized for the postretirement medical plans were € 3 million for fiscal year 2006 and € 1 million for fiscal year
2005. The amortization period for these losses is the average future service period of approximately 9 years. In 2007,
we do not expect any amortization charge or credit for the postretirement medical plans in this respect. Moreover, as
of December 31, 20086, prior service costs of €4 million were not yet recognized through earnings. Thereof, € 2 million
will be amortized in 2007.

OFF-BALANCE SHEET ARRANGEMENTS WITH UNCONSOLIDATED ENTITIES

We carry out certain business activities via arrangements with unconsolidated entities. We may provide financial sup-
port or otherwise be exposed to risks of loss as a result of these arrangements, typically through guarantees that we
provide or subordinated retained interests that we hold. The purposes, risks, and effects of these arrangements are
described below. Also, see Note [30] to the consolidated financial statements for disclosure of total outstanding guar-
antees and lending-related commitments entered into in the normal course of business which give rise to off-balance
sheet credit risk.

We provide financial support related to off-balance sheet activities chiefly in connection with asset securitizations,
commercial paper programs, commercial real estate leasing vehicles and guaranteed value mutual funds that we
manage and that we do not consolidate. With the adoption of FIN 46 and FIN 46(R), some of the vehicles related to
these activities have been consolidated and some remain unconsolidated. We are addressing only the unconsolidated
portion of these activities in this section. See Note [9] to the consolidated financial statements for financial information
regarding both the consolidated and unconsolidated portions of these activities.
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We may provide financial support in connection with asset securitizations by retaining a subordinated interest in the
assets being securitized. In an asset securitization, we sell financial assets to a securitization vehicle that funds its
purchase by issuing debt (asset-backed securities) to investors. We have no control over the securitization vehicle
after the sale, and our creditors and we have no claim on the assets that we have sold. Similarly, the investors and the
securitization vehicle have no recourse to our other assets if the debt goes into default. Asset-backed securities are
attractive to investors in what is a deep and liquid market that lowers borrowing costs and increases credit availability
to businesses and to consumers.

The securitization vehicles we use in these transactions pose limited liquidity risks since the payments to investors are
directly tied to the payments received from the vehicles’ assets and are unaffected by changes in our own credit rating
or financial situation. A sudden drop in investor demand for asset-backed securities could cause us to restrict our
lending thereafter for the types of loans we typically securitize, but we are not dependent on securitizations as a
source of funding and such a market shift would not pose any significant additional liquidity risk not already considered
in our risk analyses. To the extent we hold senior or subordinated debt issued by a securitization vehicle we have
credit risk that is considered as part of our credit risk assessments or market valuations. Note [9] to the consolidated
financial statements provides additional information regarding the extent of our retained interests in securitizations and
the volume of our asset securitization activities.

Commercial paper programs represent a way for third parties to securitize their financial assets. In commercial paper
programs, we do not securitize any of our own financial assets, but act as administrative agent. As administrative
agent, we facilitate the sale of loans, other receivables, or securities from various third parties to an unconsolidated
special purpose entity. We may also facilitate the transfer of the loans and securities that represent collateral provided
by the third parties in return for loans granted by the unconsolidated entity. The entity then issues collateralized com-
mercial paper to the market. In these situations, the commercial paper issuer is restricted from purchasing assets from
or making loans to us. Rating agencies typically rate such commercial paper in the highest short-term category be-
cause of the collateral and credit support normally provided by a financial institution.

Unlike securitization vehicles, commercial paper programs pose liquidity risk since the commercial paper issued is
short-term whereas the issuer’s assets are longer term. We take on this risk whenever we provide a liquidity support
facility to the issuer. These contingent liabilities are incorporated in our liquidity risk framework (including stress test-

ing).

We may also guarantee the assets of the issuer as part of the facility, giving us secondary credit risk with the first loss
taken by the third parties who sold their assets to the entity.

We sponsor commercial real estate leasing vehicles and closed-end funds where third party investors essentially
provide senior financing for the purchase of commercial real estate, which is leased to other third parties. We typically
provide subordinated financing, which exposes us to real estate market risk, and we receive fees for our administrative
services.
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In the case of the guaranteed value mutual funds we manage, the value of the mutual funds units is guaranteed by us.
These mutual funds are investment vehicles that were established to provide returns to investors in the vehicles.

The extent of the financial support we provide for certain of the arrangements described above is disclosed in Note [9]
to the consolidated financial statements in the disclosure of our maximum exposure to loss as a result of our involve-
ment with unconsolidated variable interest entities in which we hold a significant variable interest. The risks from these
arrangements are included in our overall assessments of credit, liquidity and market risks.

TABULAR DISCLOSURE OF CONTRACTUAL OBLIGATIONS
The table below shows the cash payment requirements from specified contractual obligations outstanding as of De-
cember 31, 2006.

Contractual obligations Payment due by period

Total Less than 1-3 years 3-5 years More than
in€m. 1 year 5 years
Long-term debt obligations 132,495 18,563 33,846 28,725 51,361
Capital (finance) lease obligations 908 123 255 103 427
Operating lease obligations 3,264 564 925 663 1,112
Purchase obligations 3,386 809 1,262 820 495
Long-term deposits 33,511 - 12,537 6,588 14,386
Other long-term liabilities 6,375 1,214 2,000 985 2,176
Total 179,939 21,273 50,825 37,884 69,957

Figures above do not include the benefit of noncancelable sublease rentals of €437 million on capital leases and
€330 million on operating leases. Purchase obligations for goods and service include future payments for, among
other things, processing, information technology and custodian services. Some figures above for purchase obligations
represent minimum contractual payments and actual future payments may be higher. Long-term deposits exclude
contracts with a remaining maturity of less than one year. Other long-term liabilities consist primarily of obligations to
purchase common shares, and insurance policy reserves. The latter are classified in the “More than 5 years” column
since the obligations are long term in nature and actual payment dates cannot be specifically determined. See the
following notes to the consolidated financial statements for further information: Note [11] regarding lease obligations,
Note [15] regarding deposits, Note [17] regarding long-term debt and Note [18] regarding obligation to purchase com-
mon shares.

F-31



2006 // FINANCIAL REPORT BALANCE SHEET DEVELOPMENT

LONG-TERM CREDIT RATINGS
We believe that maintaining our credit quality is a key part of the value we offer to our clients, bondholders and share-
holders. Below are our long-term credit ratings.

Dec 31, 2006 Dec 31, 2005

Moody’s Investors Service, New York' Aa3 Aa3
Standard & Poor’s, New York? AA—- AA—-
Fitch Ratings, New York® AA- AA-

1 Moody’s defines the Aa3 rating as denoting bonds that are judged to be high quality by all standards. Moody’s rates Aa bonds lower than the best bonds
(which it rates Aaa) because margins of protection may not be as large as in Aaa securities or fluctuation of protective elements may be of greater ampli-
tude or there may be other elements present which make the long-term risk appear somewhat greater than Aaa securities. The numerical modifier 3 indi-
cates that Moody’s ranks the obligation in the lower end of the Aa category.

2 Standard and Poor’s defines its AA rating as denoting an obligor that has a very strong capacity to meet its financial commitments. The AA rating is the
second-highest category of Standard and Poor’s ratings. Standard and Poor’s notes that an AA rated obligor differs from the highest rated obligors only
in small degree. The minus sign shows relative standing within the AA rating category.

3 Fitch Ratings defines its AA rating as very high credit quality. Fitch Ratings uses the AA rating to denote a very low expectation of credit risk. According
to Fitch Ratings, AA-ratings indicate very strong capacity for timely payment of financial commitments. This capacity is not significantly vulnerable to fo-
reseeable events. Category AA is Fitch Ratings second-highest rating category.

As of the date of this document, there has been no change in any of the above ratings.

Each rating reflects the view of the rating agency only at the time it gave us the rating, and you should evaluate each
rating separately and look to the rating agencies for any explanations of the significance of their ratings. The rating
agencies can change their ratings at any time if they believe that the circumstances so warrant. You should not view
these long-term credit ratings as recommendations to buy, hold or sell our securities.

BALANCE SHEET DEVELOPMENT

The table below shows information on the balance sheet development.

in€m. 2006 2005
Total assets 1,126,230 992,161
Central Bank funds sold and securities purchased under resale agreements 138,763 130,993
Securities borrowed 108,266 101,125
Trading assets 516,839 448,393
Loans, net 168,134 151,355
Total liabilities 1,093,422 962,225
Deposits 408,782 380,787
Trading liabilities 218,854 194,347
Central bank funds purchased and securities sold under repurchase agreement 187,129 143,524
Long-term debt 132,495 113,554
Total shareholders’ equity 32,808 29,936
Tier | risk-based capital (BIS) 24,498 21,898
Total risk-based capital (BIS) 35,323 33,886

The Group’s total assets at the end of the year were €1,126.2 billion, an increase compared to the previous year of
€134.1 billion or 14 % (2005: €992.2 billion).

The growth in total assets was largely reflecting the increase of our trading activities with a corresponding growth in
trading assets by €68.4 billion to €516.8 billion. Securities borrowed increased by € 7.1 billion to € 108.3 billion, and
central bank funds sold and securities purchased under resale agreements grew by € 7.8 billion to € 138.8 billion. In
addition, loans rose by € 16.8 billion to € 168.1 billion. This increase partly reflected a growth in PBC’s mortgage and
consumer lending business. In other assets, loans held for sale increased by € 11.3 billion to € 36.7 billion and receiv-
ables from prime brokerage were € 26.1 billion, € 10.8 billion higher compared to 2005. The development of loans held
for sale was mainly driven by an increase in syndications and securitizations in North America.
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The development in total liabilities was mainly driven by central bank funds purchased and securities sold under re-
purchase agreements, which increased by €43,6billion. More than two thirds of the increase in deposits of
€28.0billion to €408.8 billion was attributable to our foreign offices. Our long-term debt increased by € 18.9 billion to
€132.5billion, reflecting €64.6 billion of new issuances, partly offset by €42.9billion early repayments, repurchases
and bond repayments. Furthermore, our trading liabilities rose by € 24.5 billion to €218.9 billion at the end of 2006 and
other liabilities increased by € 18.3 billion to €99.7 billion, primarily reflecting higher payables from prime brokerage.

Group shareholders’ equity increased in 2006 by € 2.9 billion, or 10 %, to € 32.8 billion. The main contributors to this
development were net income of €6.0billion, the issuance of common shares in connection with employee stock
option programs (€ 0.7 billion), and unrealized gains on securities available for sale (€ 0.3 billion). These factors were
partly offset by items reducing shareholders’ equity, including net share buybacks (€ 1.8 billion), the cash dividend paid
for the 2005 financial year (€ 1.2 billion), negative effects of exchange rate changes (especially the U.S. dollar) of
€ 0.8 billion and the adjustment to initially apply SFAS 158, net of tax (€ 0.5 billion).

Total regulatory capital in accordance with the recommendations of the Basel Committee on Banking Supervision
increased in 2006 by € 1.4 billion, to € 35.3 billion. While Tier | increased by € 2.6 billion, Tier Il declined by € 1.2 billion
as a result of expiring cumulative preferred securities and subordinated liabilities. Retained earnings, partially offset by
dividend accrual and share buy backs, and newly issued noncumulative trust preferred securities were the principal
drivers of the increase in Tier | capital.
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INFORMATION PURSUANT TO SECTION 315 (4) OF THE GERMAN COMMERCIAL CODE

STRUCTURE OF THE SHARE CAPITAL

As of 31 December 2006, Deutsche Bank’s issued share capital amounted to €1,343,406,103.04 consisting of
524,768,009 ordinary shares without par value. The shares are fully paid up and in registered form. Each share con-
fers one vote.

RESTRICTIONS ON VOTING RIGHTS OR THE TRANSFER OF SHARES
We are not aware of any restrictions on voting rights or the transfer of shares.

SHAREHOLDINGS WHICH EXCEED 10 PER CENT OF THE VOTING RIGHTS

The German Securities Trading Act (Wertpapierhandelsgesetz) requires any investor whose share of voting rights
reaches, exceeds or falls below certain thresholds as the result of purchases, disposals or otherwise, must notify us
and the German Federal Financial Supervisory Authority (BaFin) thereof. The lowest threshold has so far been 5 per
cent, however, since January 20, 2007, it has been reduced to 3 per cent. We are not aware of any shareholder hold-
ing directly or indirectly more than 10 per cent of the voting rights.

SHARES WITH SPECIAL CONTROL RIGHTS
Shares which confer special control rights have not been issued.

SYSTEM OF CONTROL OF ANY EMPLOYEE SHARE SCHEME WHERE THE CONTROL RIGHTS ARE NOT
EXERCISED DIRECTLY BY THE EMPLOYEES

The employees, who hold Deutsche Bank shares, exercise their control rights directly in accordance with applicable
law and the Articles of Association (Satzung).

RULES GOVERNING THE APPOINTMENT AND REPLACEMENT OF MEMBERS OF THE MANAGEMENT
BOARD

Pursuant to the German Stock Corporation Act (Section 84) and the Articles of Association of Deutsche Bank (Section
6) the members of the Management Board are appointed by the Supervisory Board. The number of Management
Board members is determined by the Supervisory Board. According to the articles of Association, the Management
Board has at least three members. The Supervisory Board may appoint one member of the Management Board as
Chairperson of the Management Board. Members of the Management Board may be appointed for a maximum term
of up to five years. They may be re-appointed or have their term extended for one or more terms of up to a maximum
of five years each. The German Co-Determination Act (Mitbestimmungsgesetz; Section 31) requires a majority of at
least two thirds of the members of the Supervisory Board to appoint members of the Management Board. If such
majority is not achieved, the Mediation Committee shall give, within one month, a recommendation for the appoint-
ment to the Management Board. The Supervisory Board will then appoint the members of the Management Board
with the majority of its members. If such appointment fails, the Chairperson of the Supervisory Board shall have two
votes in a new vote. If a required member of the Management Board has not been appointed, the Local Court
(Amtsgericht) in Frankfurt am Main shall, in urgent cases, make the necessary appointments upon motion by any
party concerned (Section 85 of the German Stock Corporation Act).

Pursuant to the German Banking Act (Kreditwesengesetz) evidence must be provided to the BaFin and the Deutsche
Bundesbank that the member of the Management Board has adequate theoretical and practical experience of the
businesses of the Bank as well as managerial experience before the member is appointed (Sections 24 (1) No. 1 and
33 (2) of the Banking Act).

The Supervisory Board may revoke the appointment of an individual as member of the Management Board or as
Chairperson of the Management Board for good cause. Such cause includes in particular a gross breach of duties, the
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inability to manage the Bank properly or a vote of no-confidence by the General Meeting, unless such vote of no-
confidence was made for obviously arbitrary reasons.

RULES GOVERNING THE AMENDMENT OF THE ARTICLES OF ASSOCIATION

Any amendment of the Articles of Association requires a resolution of the General Meeting (Section 179 of the Stock
Corporation Act). The authority to amend the Articles of Association in so far as such amendments merely relate to the
wording, such as changes of the share capital as a result of the issuance of authorized capital, has been assigned to
the Supervisory Board by the Articles of Association of Deutsche Bank (Section 20 (3)). Pursuant to the Articles of
Association, the resolutions of the General Meeting are taken by a simple majority of votes and, in so far as a majority
of capital stock is required, by a simple majority of capital stock, except where law determines otherwise (Section 20
(1)). Amendments to the Articles of Association become effective upon their entry in the Commercial Register (Section
181 (3) of the Stock Corporation Act).

POWERS OF THE MANAGEMENT BOARD TO ISSUE OR BUY BACK SHARES

Deutsche Bank’s share capital may be increased by issuing new shares for cash and in some circumstances for non-
cash consideration. At December 31, 2006, Deutsche Bank had authorized but unissued capital of € 426,000,000
which may be issued at various dates through April 30, 2009 as follows.

Authorized capital Expiration date
€ 100,000,000 April 30, 2007
€128,000,000" April 30, 2008
€ 198,000,000 April 30, 2009

1 Capital increase may be affected for noncash contributions with the intent of acquiring a company or holdings in companies.

The Annual General Meeting on June 2, 2004 authorized the Management Board to issue once or more than once,
bearer or registered participatory notes with bearer warrants and/or convertible participatory notes, bonds with war-
rants, and/or convertible bonds on or before April 30, 2009. For this purpose share capital was increased conditionally
by up to € 150,000,000.

The Annual General Meeting of June 1, 2006 authorized the Management Board pursuant to Section 71 (1) No. 7 of
the Stock Corporation Act to buy and sell, for the purpose of securities trading, own shares of Deutsche Bank AG on
or before October 31, 2007, at prices which do not exceed or fall short of the average of the share prices (closing
auction prices of the Deutsche Bank share in Xetra trading and/or in a comparable successor system on the Frankfurt
Stock Exchange) on the respective three preceding stock exchange trading days by more than 10 per cent. In this
context, the shares acquired for this purpose may not, at the end of any day, exceed 5 per cent of the share capital of
Deutsche Bank AG.

The Annual General Meeting of June 1, 2006 authorized the Management Board pursuant to Section 71 (1) No. 8 of
the Stock Corporation Act to buy, on or before October 31, 2007, own shares of Deutsche Bank AG in a total volume
of up to 10 per cent of the present share capital. Together with own shares acquired for trading purposes and/or for
other reasons and which are from time to time in the company’s possession or attributable to the company pursuant to
Sections 71a sq. of the Stock Corporation Act, the own shares purchased on the basis of this authorization may not at
any time exceed 10 per cent of the company’s share capital. The own shares may be bought through the stock ex-
change or by means of a public purchase offer to all shareholders. In the case of purchase through the stock ex-
change, the company may use the services of third parties and employ derivatives, provided the third parties observe
the following restrictions. The countervalue for the purchase of shares (excluding ancillary purchase costs) through the
stock exchange may not be more than 10 per cent higher or more than 20 per cent lower than the average of the
share prices (closing auction prices of the Deutsche Bank share in Xetra trading and/or in a comparable successor
system on the Frankfurt Stock Exchange) on the last three stock exchange trading days before the obligation to pur-
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chase. In the case of a public purchase offer, it may not be more than 15 per cent higher or more than 10 per cent
lower than the average of the share prices (closing auction prices of the Deutsche Bank share in Xetra trading and/or
in a comparable successor system on the Frankfurt Stock Exchange) on the last three stock exchange trading days
before the day of publication of the offer. If the volume of shares offered in a public purchase offer exceeds the plan-
ned buyback volume, acceptance must be in proportion to the shares offered in each case. The preferred acceptance
of small quantities of up to 50 of the company’s shares offered for purchase per shareholder may be provided for.

The Management Board has also been authorized to dispose, with the Supervisory Board’s consent, of the purchased
shares and of any shares purchased on the basis of previous authorizations pursuant to Section 71 (1) No. 8 of the
Stock Corporation Act in a way other than through the stock exchange or by an offer to all shareholders, provided this
is done against contribution in kind and excluding shareholders’ pre-emptive rights for the purpose of acquiring com-
panies or shareholdings in companies. In addition, the Management Board is authorized, in case it disposes of ac-
quired own shares by offer to all shareholders, to grant to the holders of the warrants, convertible bonds and converti-
ble participatory rights issued by the company pre-emptive rights to the extent that they would be entitled to such
rights if they exercised their option and/or conversion rights. Shareholders’ pre-emptive rights are excluded for these
cases and to this extent. The Management Board has also been authorized to exclude shareholders’ pre-emptive
rights in so far as the shares are to be used for the issue of staff shares to employees and retired employees of the
company and of companies related to it, or in so far as they are to be used to service option rights on and/or rights or
duties to purchase shares of the company granted to employees of the company and of companies related to it.

Furthermore, the Management Board has been authorized to sell the shares to third parties against cash payment
with the exclusion of shareholders’ pre-emptive rights if the purchase price is not substantially lower than the price of
the shares on the stock exchange at the time of sale. Use may only be made of this authorization if it has been en-
sured that the number of shares sold on the basis of this authorization together with shares issued from authorized
capital with the exclusion of shareholders’ pre-emptive rights pursuant to Section 186 (3) sentence 4 of the Stock
Corporation Act does not exceed 10 per cent of the company’s share capital at the time of the issue and/or sale of
shares.

The Management Board has also been authorized to cancel shares acquired on the basis of this authorization without
the execution of this cancellation process requiring a further resolution by the General Meeting.

SIGNIFICANT AGREEMENTS WHICH TAKE EFFECT, ALTER OR TERMINATE UPON A CHANGE OF
CONTROL OF THE COMPANY FOLLOWING A TAKEOVER BID

Significant agreements which take effect, alter or terminate upon a change of control of the company following a take-
over bid have not been entered into.

AGREEMENTS FOR COMPENSATION IN CASE OF A TAKEOVER BID
If a member of the Management Board leaves the bank within the framework of a change of control, he receives a
one-off compensation payment described in greater detail in the following Compensation Report.

If the employment relationship with certain executives with global or strategically important responsibility is terminated
within a defined period within the scope of a change of control, without cause or without a reason for which the execu-
tives are responsible, or if these executives terminate their employment relationship because the company has taken
certain measures leading to reduced responsibilities, the executives are entitled to a severance payment. The calcula-
tion of the severance payment is, in principle, based on the total remuneration (base salary as well as variable — cash
and equity-based — compensation) granted in the past.
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COMPENSATION REPORT

The Compensation Report explains the principles applied in determining the compensation of the members of the
Management Board and Supervisory Board of Deutsche Bank AG as well as the structure and amount of the Man-
agement Board members’ compensation. This Compensation Report has been prepared in accordance with the re-
quirements of Germany’s new Act on Disclosure of Management Board Compensation (VorstOG) as well as the rec-
ommendations of the German Corporate Governance Code.

The individualized disclosure of the compensation of our Management Board members has been adjusted to the new
requirements of the Act on Disclosure of Management Board Compensation (VorstOG), sub-divided into non-
performance-related and performance-related components as well as components with long-term incentives.

PRINCIPLES OF THE COMPENSATION SYSTEM FOR MANAGEMENT BOARD MEMBERS

The Chairman’s Committee of the Supervisory Board is responsible for determining the structure and amount of com-
pensation of the members of the Management Board. The structure of the Management Board’s compensation is
discussed and reviewed regularly by the Supervisory Board in full session on the basis of recommendations by the
Chairman’s Committee.

For the 2006 financial year, the members of the Management Board received compensation (including the perform-
ance-related components paid in 2007 for the 2006 financial year) for their service on the Management Board in a
total amount of €32,901,538. This aggregate compensation consisted of the following, primarily performance-related
components:

in€ 2006
Non-performance-related components:
Salary 4,081,111
Other benefits 526,369
Performance-related components 18,332,086
Components with long-term incentives 9,961,972
Total compensation 32,901,538

This presentation conforms with the reward components defined in the German Act on the Disclosure of Management Board Compensation (VorstOG). The
individual positions are therefore not directly comparable in all cases with the prior-year figures published in our 2005 Financial Report. The aggregate
compensation taking into account the expense booked in the 2006 financial year for long-term incentive components granted in the financial year 2006 and
in previous years amounted to € 26,835,169.

We have entered into service agreements with members of our Management Board. These agreements established
the following principal elements of compensation:

NON-PERFORMANCE-RELATED COMPONENTS. The non-performance-related components comprise the salary and
other benefits.

The members of the Management Board receive a salary which is determined on the basis of an analysis of salaries
paid to executive directors at a selected group of comparable international companies. The salary is disbursed in
monthly installments.

Other benefits comprise the monetary value of non-cash benefits such as company cars and driver services, insur-

ance premiums, expenses for company-related social functions and security measures, including payments, if appli-
cable, of taxes on these benefits.
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PERFORMANCE-RELATED COMPONENTS. The performance-related components comprise a cash bonus payment and
the mid-term incentive (“MTI”). The annual cash bonus payment is based primarily on the achievement of our planned
return on equity. As further part of the variable compensation, Management Board members receive a performance-
related mid-term incentive which reflects, for a rolling two year period, the ratio between our total shareholder return
and the corresponding average figure for a selected group of comparable companies. The MTI payment consists of a
cash payment (approximately one third) and equity-based compensation elements (approximately two thirds), which
contain long-term risk components, which are discussed in the following paragraph.

COMPONENTS WITH LONG-TERM INCENTIVES. As part of their mid-term incentives, members of the Management
Board receive equity-based compensation elements (DB Equity Units) under the DB Global Partnership Plan. The
ultimate value of the equity-based compensation elements to the members of the Management Board will depend on
the price of Deutsche Bank shares upon their delivery, so that these have a long-term incentive effect.

In February 2007, members of the Management Board were granted a total of 91,821 equity rights (DB Equity Units)
for their performance in the 2006 financial year. With receipt subject to certain conditions, the shares from these rights
will be delivered on August 1, 2010.

For further information on the terms of our DB Global Partnership Plan, pursuant to which these equity rights (DB
Equity Units) are issued, see Note [20] to the consolidated financial statements.

MANAGEMENT BOARD COMPENSATION
Our Management Board members received the following compensation components for their service on the Man-
agement Board for the year 2006:

Members of the Non-performance-related Performance- Components with Total
Management Board components related long-term Compensation
in€ Salary Other benefits' components incentives

Dr. Josef Ackermann 1,150,000 156,930 8,134,813 3,770,000 13,211,743
Dr. Hugo Banziger® 528,889 40,359 1,615,194 1,117,278 3,301,720
Dr. Clemens Borsig* 273,333 51,555 1,197,009 577,416 2,099,313
Anthony Di lorio® 528,889 35,217 1,615,194 1,117,278 3,296,578
Dr. Tessen von Heydebreck 800,000 147,918 2,884,938 1,690,000 5,522,856
Hermann-Josef Lamberti 800,000 94,390 2,884,938 1,690,000 5,469,328

1 Unlike last year, other benefits are reported on an individualized basis.

2 The number of DB Equity Units granted to each member was determined by dividing such euro amounts by € 108.49, the closing price of our shares on
February 1, 2007. As a result, the number of DB Equity Units granted to each member was as follows: Dr. Josef Ackermann: 34,749, Dr. Hugo Béanziger:
10,298, Dr. Clemens Borsig: 5,322, Anthony Di lorio: 10,298, Dr. Tessen von Heydebreck: 15,577, and Hermann-Josef Lamberti: 15,577. The expense in
the 2006 financial year for the long-term incentive components of compensation granted in the 2006 financial year and in prior years for their service on
the Management Board was as follows: Dr. Josef Ackermann: € 1,918,067, Dr. Clemens Borsig: € 255,234, Dr. Tessen von Heydebreck: € 861,151, and
Hermann-Josef Lamberti: € 861,151.

3 Member of the Management Board since May 4, 2006.
4 Member of the Management Board until May 3, 2006.

Management Board members did not receive any compensation for mandates on boards of our Group’s own compa-
nies.

The active members of the Management Board are entitled to a pension based on a defined contribution plan. In its
structure, the plan corresponds to the general pension plan for our employees. Under this defined contribution pension
plan, a personal pension account has been set up for each member of the Management Board. A payment is made
annually by us into this pension account. This annual payment is calculated using an individual contribution rate on the
basis of each member’s base salary and bonus up to a defined ceiling and accrues interest, determined by means of
an age-related factor, at an average rate of 6 % up to the age of 60. From the age of 61 on, the pension account is
credited with an annual interest payment of 6 % up to the date of retirement. The annual payments, taken together,
form the pension amount which is available to pay the future pension benefit. The pension may fall due for payment
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after a member has left the Management Board, but before a pension event (age limit, disability or death) has oc-
curred. The pension right is vested from the start.

For the 2006 financial year, the annual payments made by us under this plan were € 379,500 for Dr. Ackermann,
€ 158,668 for Dr. Banziger, € 302,000 for Dr. Bérsig, € 79,334 for Mr. Di lorio, € 333,605 for Dr. von Heydebreck and
€440,000 for Mr. Lamberti. Dr. Ackermann, Dr. von Heydebreck and Mr. Lamberti are also entitled, in principle, after
they have left the Management Board, to a monthly pension payment of € 29,400 each under a discharged prior pen-
sion entitlement. The different sizes of the annual payments are due to the respective age-related factors, the different
contribution rates and the individual pensionable compensation amounts. A further factor is that Dr. Bénziger and
Mr. Di lorio joined the Management Board during the year and Dr. Bérsig left the Management Board during the year,
as a result of which their contribution periods were shorter.

Pursuant to the service agreements concluded with each of the Management Board members, they are entitled to
receive a severance payment upon a premature termination of the service agreement at our initiative, without us hav-
ing been entitled to give notice of summary dismissal for cause. The severance payment comprises the salary for the
remaining term of the contract, as well as the average bonus and MTI paid in the last three years for a period of up to
one year.

If a Management Board member leaves office he is entitled, for a period of six months, to a transition payment consist-
ing of his salary and target bonus. Exceptions to this arrangement exist where, for instance, the Management Board
member gives cause for summary dismissal. If a Management Board member, whose appointment was in force at the
beginning of 2006, leaves after reaching the age of 60, he is subsequently entitled, in principle, directly after the end of
the six-month transition period, to payment of first 75 % and then 50 % of the sum of his salary and target bonus, each
for a period of 24 months. The transition payment ends no later than six months after the end of the General Meeting
in the year in which the Board member reaches his 65" birthday.

If a Management Board member’s departure is in connection with a change of control, he is entitled to receive his
contractual compensation for the remaining period of his appointment, or if such period is less than three years, three
times his compensation, in the form of a one-time payment. The payment is calculated on the basis of the compensa-
tion (salary, bonus and MTI) received in the last full calendar year before the departure. Any rights under the DB
Global Partnership Plan will remain in place.

Dr. Clemens Bérsig, a former member of the Management Board, left that Board effective May 3, 2006 at the request
of the Supervisory Board to join the Supervisory Board and become its Chairman. The agreement negotiated with
him, before May 3, 20086, in consideration for his leaving the Management Board at our request, prior to the end of his
contract in 2010 and without cause, provides for periodic payments over the remaining term of his original contract
which in the aggregate amount to € 15.0 million. As part of the agreement, Dr. Bérsig also agreed to a non-compete
arrangement. In settlement of his contractual pension rights, an amount of € 3.0 million will be added to the existing
balance in his defined contribution pension account no later than December 31, 2008.

The total compensation paid to former Management Board members or their surviving dependents in 2006 amounted
to an aggregate of €27,453,021.

F-39



2006 // FINANCIAL REPORT COMPENSATION REPORT

PRINCIPLES OF THE COMPENSATION SYSTEM FOR SUPERVISORY BOARD MEMBERS

The compensation of Supervisory Board members is set forth in our Articles of Association, which our shareholders
amend from time to time at their Annual General meetings. Such compensation provisions were last amended at our
Annual General Meeting on June 10, 2003.

For 2006, the following compensation policies apply. The compensation generally consists of a fixed remuneration of
€30,000 per year (plus value-added tax (Umsatzsteuer), currently 19 %) and a dividend-based bonus of € 1,000 per
year for every full or fractional €0.05 increment by which the dividend we distribute to our shareholders exceeds €0.15
per share. We increase both the fixed remuneration and the dividend-based bonus of each Supervisory Board mem-
ber by 25 % for each committee on which the Supervisory Board member sits, except that for the chair of a committee
the rate of increment is 50 % and if the committee chairperson is not identical with the Supervisory Board chairperson
the rate of increment is 75 %. These amounts are based on the premise that the respective committee has met during
the financial year. We pay the chairperson of the Supervisory Board three times the total compensation of a regular
member, and we pay the deputy chairperson one and a half times the total compensation of a regular member. The
members of the Supervisory Board also receive an annual remuneration linked to our long-term performance; this
remuneration varies in size depending on how the ratio between the total return on our shares — based on share price
development, dividend and capital actions — and the average total return of shares of a group of peer companies
currently consisting of Citigroup Inc., Credit Suisse Group, JPMorgan Chase & Co., Merrill Lynch & Co. Inc. and UBS
AG, has developed in the three financial years immediately preceding the year for which the remuneration is paid. If
the ratio lies between —10 % and +10 %, each member receives an amount of € 15,000; if our shares outperform the
peer group by 10 % to 20 %, the payment increases to € 25,000; and in case of a more than 20 % higher performance
it rises to €40,000. The members of the Supervisory Board receive a meeting fee of € 1,000 for each meeting of the
Supervisory Board and its committees in which they take part. In addition, in our interest, the members of the Supervi-
sory Board will be included in any financial liability insurance policy held in an appropriate amount by us, with the
corresponding premiums being paid by us.

We also reimburse members of the Supervisory Board for all cash expenses and any value-added tax (Umsatzsteuer)
they incur in connection with their roles as members of the Supervisory Board. Employee-elected members of the
Supervisory Board also continue to receive their employee benefits. For Supervisory Board members who served on
the board for only part of the year, we pay a fraction of their total compensation based on the number of months they
served, rounding up or down to whole months.
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SUPERVISORY BOARD COMPENSATION

We compensate our Supervisory Board members after the end of each fiscal year. In January 2007, we paid each
Supervisory Board member the fixed portion of their remuneration for their services in 2006 and their meeting fees. In
addition, we will pay each of them for their services in 2006 a remuneration linked to our long-term performance of
€15,000 as well as a dividend-based bonus. The following table shows the individual remuneration of the members of
the Supervisory Board for their services in 2006 (excluding value-added tax), assuming that the Annual General Meet-
ing in May 2007 approves the proposed dividend of €4.00 per share.

Members of the Supervisory Board Compensation for fiscal year 2006
in€ Fixed Variable Meeting fee Total
Dr. Clemens Borsig’ 85,000 228,167 11,000 324,167
Dr. Rolf-E. Breuer? 42,500 114,083 10,000 166,583
Heidrun Forster 60,000 169,000 16,000 245,000
Dr. Karl-Gerhard Eick 52,500 149,750 10,000 212,250
Klaus Funk® 2,500 7,667 1,000 11,167
Ulrich Hartmann 37,500 111,250 9,000 157,750
Gerd Herzberg4 17,500 53,667 2,000 73,167
Sabine Horn 37,500 111,250 11,000 159,750
Rolf Hunck 37,500 111,250 10,000 158,750
Sir Peter Job 45,000 130,500 16,000 191,500
Prof. Dr. Henning Kagermann 37,500 111,250 10,000 158,750
Ulrich Kaufmann 37,500 111,250 11,000 159,750
Peter Kazmierczak® 27,500 84,333 5,000 116,833
Prof. Dr. Paul Kirchhof® 15,000 46,000 2,000 63,000
Maurice Lévy’ 17,500 53,667 2,000 73,167
Henriette Mark 30,000 92,000 5,000 127,000
Margret M(‘jnig—Raane8 12,500 38,333 2,000 52,833
Prof. Dr. jur. Dr.-Ing. E.h. Heinrich von Pierer 37,500 111,250 11,000 159,750
Gabriele Platscher 30,000 92,000 6,000 128,000
Karin Ruck 30,000 92,000 6,000 128,000
Theo Siegert9 12,500 38,333 2,000 52,833
Tilman Todenhéfer 37,500 111,250 11,000 159,750
Dipl.-Ing. Dr.-Ing. E.h. Jirgen Weber 30,000 92,000 5,000 127,000
Dipl.-Ing. Albrecht Woeste® 12,500 38,333 3,000 53,833
Leo Wunderlich 30,000 92,000 6,000 128,000
Total 815,000 2,390,583 183,000 3,388,583
1 New member since May 4, 2006.

2 Member until May 3, 2006.

3 Member until February 1, 2006.

4 New member since June 2, 2006.

5 New member since February 1, 2006.

6 Member until July 15, 2006.

7 New member since June 1, 2006.

8 Member until June 1, 2006.

9 New member since July 16, 2006.
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EMPLOYEES AND SOCIAL RESPONSIBILITY

EMPLOYEES

As of December 31, 2006, we employed a total of 68,849 staff members as compared to 63,427 as of December 31,
2005. We calculate our employee figures on a full-time equivalent basis, meaning we include proportionate humbers
of part-time employees.

The following table shows our numbers of full-time equivalent employees as of December 31, 2006 and 2005.

Employees1 Dec 31, 2006 Dec 31, 2005
Germany 26,401 26,336
Europe (outside Germany)? 19,923 18,444
Asia-Pacific 10,825 7,169
North America® 11,306 11,134
South America 394 345
Total employees 68,849 63,427

1 Full-time equivalent employees.
2 Includes a small number of employees in Africa.
3 Primarily the United States.

The number of our employees increased in 2006 by 5,422, or 8.5 %, to 68,849 employees. This increase is attribut-
able mainly to the implementation of the growth initiatives in the business divisions. At the same time, jobs were cre-
ated at less expensive locations, especially in the infrastructure group. Most of this expansion took place in the growth
markets of the Asia-Pacific region. The region’s share of total staff increased from 11.3 % (2005) to 15.7 % (2006).

CORPORATE CITIZENSHIP

The assumption of social responsibility is a prerequisite for the generation of value for shareholders. As a good corpo-
rate citizen, we are more than glad to accept our responsibility for our society. We are committed to improving educa-
tional prospects for young people and are there to provide assistance to victims of natural disasters that often affect
entire regions. We consider it our duty to support our employees in various ways in their active social commitment.
Expenditure on Deutsche Bank’s commitment to society and its worldwide foundations amounted to almost € 85 mil-
lion in 2006.

For more information see our Corporate Social Responsibility Report that can be downloaded at our website
http://www.db.com/csr/en.

SUBSEQUENT EVENTS

There have been no subsequent events after December 31, 2006.
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SIGNIFICANT ACCOUNTING POLICIES AND CRITICAL ACCOUNTING ESTIMATES

We have prepared our consolidated financial statements in accordance with U.S. GAAP. Our significant accounting
policies, as described in Note [1] to the consolidated financial statements, are essential to understanding our reported
results of operations and financial condition. Certain of these accounting policies require critical accounting estimates
that involve complex and subjective judgments and the use of assumptions, some of which may be for matters that
are inherently uncertain and susceptible to change. Such critical accounting estimates could change from period to
period and have a material impact on our financial condition, changes in financial condition or results of operations.
Critical accounting estimates could also involve estimates where management could have reasonably used another
estimate in the current accounting period. Actual results may differ from these estimates if conditions or underlying
circumstances were to change.

We review the selection of these policies and the application of these critical accounting estimates with our Audit
Committee. We have identified the following significant accounting policies that involve critical accounting estimates:

— Fair value estimates

— allowance for loan losses

— impairment of assets other than loans
— deferred tax assets valuation allowance
— legal, regulatory and tax contingencies.

For more information on critical accounting estimates, see the respective section of our Form 20-F of March 27, 2007.
RECENT ACCOUNTING DEVELOPMENTS

SFAS 158

In September 2006, the FASB issued SFAS No. 158, “Employers’ Accounting for Defined Benefit Pension and Other
Postretirement Plans” (“SFAS 158”) which requires an employer to recognize the overfunded or underfunded status of
a defined benefit plan as an asset or liability in its consolidated balance sheet. Under SFAS 158, actuarial gains and
losses and prior service costs or credits that have not yet been recognized through earnings as net periodic benefit
cost will be recognized in other comprehensive income, net of tax, until they are amortized as a component of net
periodic benefit cost. SFAS 158 is effective as of the end of the fiscal year ending after December 15, 2006 and shall
not be applied retrospectively. Upon adoption of SFAS 158, we recognized a charge to Accumulated other compre-
hensive income of € 799 million, before related taxes.

SAB 108

In September 2006, the SEC issued Staff Accounting Bulletin No. 108, “Considering the Effects of Prior Year Mis-
statements when Quantifying Misstatements in Current Year Financial Statements” (“SAB 108”). SAB 108 provides
guidance on how prior year misstatements, when they are identified, should be considered in the current year financial
statements. The SAB requires registrants to quantify misstatements using both a balance sheet and an income state-
ment approach and evaluate whether either approach results in quantifying a misstatement that, when all relevant
quantitative and qualitative factors are considered, is material. SAB 108 does not change the guidance in SAB 99,
“Materiality”, when evaluating the materiality of misstatements. SAB 108 is effective for fiscal years ending after No-
vember 15, 2006. Upon initial application, SAB 108 permits a one-time cumulative effect adjustment to beginning
retained earnings. No adjustment was required to beginning retained earnings as a result of the adoption of SAB 108.
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FSP FIN 46(R)-6

In April 2006, the FASB issued FSP FIN 46(R)-6, “Determining the Variability to Be Considered in Applying FASB
Interpretation No. 46(R)” (“FSP FIN 46(R)-6”). FSP FIN 46(R)-6 addresses whether certain arrangements associated
with variable interest entities should be treated as variable interests or considered as creators of variability, and indi-
cates that the variability to be considered shall be based on an analysis of the design of the entity. FSP FIN 46(R)-6 is
required to be applied prospectively to all entities with which we first become involved and to all entities previously
required to be analyzed under FIN 46(R) upon the occurrence of certain events, beginning the first day of the first
reporting period after June 15, 2006. The adoption of FSP FIN 46(R)-6 did not have a material impact on our consoli-
dated financial statements.

FSP FTB 85-4-1

In March 2006, the FASB issued FSP FTB 85-4-1, “Accounting for Life Settlement Contracts by Third-Party Investors”
(“FSP FTB 85-4-1"). FSP FTB 85-4-1 requires that purchased life settlement contracts, which are contracts between
the owner of a life insurance policy and a third party investor, are measured at either fair value or by applying the
investment method, whereas previously such contracts were held at the lower of cash surrender value and cost. Un-
der the investment method, a life settlement contract is initially recorded at the transaction price plus all initial direct
external costs; continuing costs to keep the policy in force are capitalized; and a gain is only recognized when the
insured dies. The fair value method or the investment method is permitted to be elected on an instrument-by-
instrument basis, and we elected to apply the fair value method to all life settlement contracts including those held at
January 1, 2006. A cumulative effect adjustment to beginning retained earnings of € 13 million was recognized as of
January 1, 2006 relating to the life settlement contracts held at this date.

EITF 05-5

In June 2005, the FASB ratified the consensus reached in EITF Issue No. 05-5, “Accounting for Early Retirement or
Postemployment Programs with Specific Features (Such As Terms Specified in Altersteilzeit Early Retirement Ar-
rangements)” (“‘EITF 05-5"). Under EITF 05-5 salaries, bonuses and additional pension contributions associated with
certain early retirement arrangements typical in Germany (as well as similar programs) should be recognized over the
period from the point at which the Altersteilzeit period begins until the end of the active service period. Previously, we
had recognized the expense based on an actuarial valuation upon signature of the Altersteilzeit contract by the em-
ployee. The EITF also specifies the accounting for government subsidies related to these arrangements. EITF 05-5 is
effective in fiscal years beginning after December 15, 2005. We adopted EITF 05-5 on January 1, 2006, and recog-
nized a gain of € 4 million, net of taxes, as a cumulative effect of a change in accounting principle.

SFAS 154

In May 2005, the FASB issued SFAS No. 154, “Accounting Changes and Error Corrections — A Replacement of APB
Opinion No. 20 and FASB Statement No. 3” (“SFAS 154”). SFAS 154 replaces APB Opinion No. 20, “Accounting
Changes” (“APB 20”) and FASB Statement No. 3, “Reporting Accounting Changes in Interim Financial Statements,”
and changes the requirements for the accounting for and reporting of a change in accounting principle. APB 20 previ-
ously required that most voluntary changes in accounting principle be recognized by including in net income of the
period of the change the cumulative effect of changing to the new accounting principle. SFAS 154 requires retrospec-
tive application to prior periods’ financial statements for voluntary changes in accounting principle and for changes
required by new accounting pronouncements that do not include specific transition provisions, unless such application
is impracticable. SFAS 154 is effective for accounting changes and corrections of errors made in fiscal years begin-
ning after December 15, 2005. The adoption of SFAS 154 did not have a material impact on our consolidated financial
statements.
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SFAS 123 (REVISED 2004)

In December 2004, the FASB issued SFAS No. 123 (revised 2004), “Share-Based Payment” (“SFAS 123(R)"). SFAS
123(R) replaces SFAS No. 123, “Accounting for Stock-Based Compensation” (“SFAS 123”), and supersedes APB
Opinion No. 25, “Accounting for Stock Issued to Employees”. The new standard requires companies to recognize
compensation cost relating to share-based payment transactions in their financial statements. That cost is to be
measured based on the fair value of the equity or liability instruments issued. Starting January 1, 2003, we accounted
for our share-based compensation awards under the fair value method prescribed under SFAS 123. The method was
applied prospectively for all employee awards granted, modified or settled after January 1, 2003. Currently, we use a
Black-Scholes option pricing model to estimate the fair value of stock options granted to employees and expect to
continue to use this option valuation model upon the adoption of SFAS 123(R). SFAS 123(R) also includes some
changes regarding the timing of expense recognition, the treatment of forfeitures and the re-measurement of liability
classified awards at their current fair value. SFAS 123(R) indicates that it is effective for reporting periods beginning
after June 15, 2005.

In March 2005, the SEC released Staff Accounting Bulletin No. 107, “Share-Based Payment” (“SAB 107”), which
provides interpretive guidance related to the interaction between SFAS 123(R) and certain SEC rules and regulations.
It also provides the SEC staff's views regarding valuation of share-based payment arrangements. In April 2005, the
SEC amended the compliance dates for SFAS 123(R), to allow companies to implement the standard at the beginning
of their next fiscal year, instead of the next reporting period beginning after June 15, 2005. Accordingly, we adopted
SFAS 123(R) effective January 1, 2006. For transition purposes, we elected the modified prospective application
method. Under this application method, SFAS 123(R) applies to new awards and to awards modified, repurchased, or
cancelled after the required effective date.

Upon adoption on January 1, 2006, we recognized a gain of €42million, net of taxes, as a cumulative effect of a
change in accounting principle. This effect relates to an adjustment of accrued compensation costs, which under
SFAS 123(R) are required to be based on the estimated number of share-based payment awards to vest, with con-
sideration of expected forfeitures. Under SFAS 123, we had accounted for forfeitures on an actual basis, and therefore
had reversed compensation expense in the period an award was forfeited. Compensation expense for future awards
granted in relation to annual bonuses, but which include a vesting period, will no longer be recognized in the applica-
ble performance year as part of compensation earned for that year.

In addition, as a result of adopting SFAS 123(R), certain balance sheet amounts associated with share-based com-
pensation costs have been reclassified within the equity section of the balance sheet. This change in presentation had
no net effect on our total equity. Effective January 1, 2006, deferred compensation (representing unearned costs of
share-based payments) and common shares issuable are presented on a net basis, with the net amount being reclas-
sified into additional paid-in capital.

Prior to the adoption of SFAS 123(R), we had recognized compensation cost for all awards granted as a retention
incentive over the vesting period. With the adoption of SFAS 123(R), we have accelerated the expense accrual for
awards granted in February 2006 which, due to early retirement provisions, are determined to include a nominal, but
nonsubstantive service period. The expense recognized for these awards was € 21 million. For awards granted prior to
the adoption of SFAS 123(R), the accounting remains unchanged.
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If compensation expense for such awards had previously been recognized on an accelerated basis, the additional
compensation expense recognized for the years ended December 31, 2005, 2004 and 2003 would have been
€101 million, € 177 million and € 130 million, respectively. Had accelerated recognition of compensation expense been
made in the earlier years, the compensation expense recognized for the year ended December 31, 2006 for such
awards would have been € 230 million less than the actual compensation expense.

On November 10, 2005, the FASB released the final FASB Staff Position No. FAS 123(R)-3, “Transition Election
Related to Accounting for the Tax Effects of Share-Based Payment Awards” (“FSP FAS 123(R)-3"), which provides a
practical transition election related to the calculation of excess tax benefits available to absorb tax deficiencies recog-
nized subsequent to the adoption of SFAS 123(R) (that is, the additional paid-in-capital (APIC) pool). We elected to
follow the alternative transition method as permitted by the FSP.

EITF 03-1, FSP EITF 03-1-1 AND FSP FAS 115-1 AND FAS 124-1

In March 2004, the FASB ratified the consensus reached in EITF Issue No. 03-1, “The Meaning of Other-Than-
Temporary Impairment and Its Application to Certain Investments” (“EITF 03-1”). The decisions established a com-
mon approach to evaluating other-than-temporary impairment for equity securities accounted for at cost, and debt and
equity securities available for sale. In September 2004, the FASB issued a final FASB Staff Position No. EITF 03-1-1
(“FSP EITF 03-1-1”), which delayed the effective date for the measurement and recognition guidance included in
EITF 03-1. The disclosure requirements under EITF 03-1 were effective beginning December 31, 2004.

In June 2005, the FASB decided not to provide additional guidance on the meaning of other-than-temporary impair-
ment, but directed its staff to issue FSP FAS 115-1 and FAS 124-1. The final FSP FAS 115-1 and FAS 124-1, “The
Meaning of Other-Than-Temporary Impairment and Its Application to Certain Investments,” was issued in November
2005 and nullified certain provisions of EITF 03-1. FSP FAS 115-1 and FAS 124-1 require reference to existing ac-
counting guidance when assessing whether impairment is other-than-temporary.

FSP EITF 03-1-1, and hence the delay of the effective date for the measurement and recognition guidance included in
EITF 03-1, was superseded with the final issuance of FSP FAS 115-1 and FAS 124-1, which is effective for fiscal
years beginning after December 15, 2005. The adoption of FSP FAS 115-1 and FAS 124-1 did not have an impact on
our consolidated financial statements.
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SFAS 159

In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and Financial Liabili-
ties” (“SFAS 159”) which permits entities, at specified election dates, to choose to measure many financial instruments
and certain other items at fair value that are not currently required to be measured at fair value. The fair value option is
applied on an instrument-by-instrument basis, is irrevocable and can only be applied to an entire instrument and not to
specified risks, specific cash flows, or portions of that instrument. Unrealized gains and losses on items for which the
fair value option has been elected will be reported in earnings at each subsequent reporting date and upfront fees and
costs related to those items will be recognized in earnings as incurred and not deferred. SFAS 159 is effective in fiscal
years beginning after November 15, 2007 and may not be applied retrospectively. For eligible items to which we elect
to apply the fair value option as of the effective date, the effect of the first remeasurement to fair value is reported as a
cumulative effect adjustment to the opening balance of retained earnings. We are currently evaluating the potential
impact that the adoption of SFAS 159 will have on our consolidated financial statements.

SFAS 157

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements” (“SFAS 157”). SFAS 157 defines
fair value, establishes a framework for measuring fair value under other accounting pronouncements that permit or
require fair value measurements, changes the methods used to measure fair value and expands disclosures about fair
value measurements. In particular, disclosures are required to provide information on the extent to which fair value is
used to measure assets and liabilities; the inputs used to develop measurements; and the effect of certain of the
measurements on earnings (or changes in net assets). SFAS 157 also nullifies the specific guidance in EITF Issue
No. 02-3, “Issues Involved in Accounting for Derivative Contracts Held for Trading Purposes and Contracts Involved in
Energy Trading and Risk Management Activities” which prohibited the recognition of gains and losses at the inception
of a derivative transaction in the absence of observable market data. SFAS 157 eliminates the use of a blockage
factor for fair value measurements of financial instruments trading in an active market. SFAS 157 is effective for fiscal
years beginning after November 15, 2007 and interim periods within those fiscal years. We are currently evaluating
the potential impact, if any, that the adoption of SFAS 157 will have on our consolidated financial statements.

FIN 48

In July 2006, the FASB issued FASB Interpretation No. 48, “Accounting for Uncertainty in Income Taxes” (“FIN 48”).
FIN 48 prescribes a recognition threshold and measurement attribute for the financial statement recognition and
measurement of a tax position taken or expected to be taken in a tax return. The Interpretation also provides guidance
on derecognition, classification, interest (that we will classify in our financial statements as interest expense, consistent
with our current accounting policy) and penalties, accounting in interim periods, disclosure, and transition. FIN 48 is
effective in fiscal years beginning after December 15, 2006. The provisions of FIN 48 are to be applied to all tax posi-
tions upon initial adoption, with the cumulative effect adjustment reported as an adjustment to the opening balance of
retained earnings. The cumulative effect of less than € 5 million will be recognized as a decrease to beginning retained
earnings on the adoption of FIN 48 on January 1, 2007.
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SFAS 156

In March 2006, the FASB issued SFAS No. 156, “Accounting for Servicing of Financial Assets” (“SFAS 156”). SFAS
156 addresses the accounting for recognized servicing assets and servicing liabilities related to certain transfers of the
servicer’s financial assets and for acquisitions or assumptions of obligations to service financial assets that do not
relate to the financial assets of the servicer and its related parties. SFAS 156 requires that all recognized servicing
assets and servicing liabilities are initially measured at fair value, and subsequently measured at either fair value or by
applying an amortization method for each class of recognized servicing assets and servicing liabilities. SFAS 156 is
effective in fiscal years beginning after September 15, 2006. The adoption of SFAS 156, on January 1, 2007, is not
expected to have a material impact on our consolidated financial statements.

SFAS 155

In February 2006, the FASB issued SFAS No. 155, “Accounting for Certain Hybrid Financial Instruments” (“SFAS
155”). SFAS 155 allows any hybrid financial instrument that contains an embedded derivative that otherwise would
require bifurcation under SFAS No. 133, “Accounting for Derivative Instruments and Hedging Activities,” to be carried
at fair value in its entirety, with changes in fair value recognized in earnings. In addition, SFAS 155 requires that bene-
ficial interests in securitized financial assets be analyzed to determine whether they are freestanding derivatives or
contain an embedded derivative. SFAS 155 also eliminates a prior restriction on the types of passive derivatives that a
qualifying special purpose entity is permitted to hold. SFAS 155 is applicable to new or modified financial instruments
in fiscal years beginning after September 15, 2006, though the provisions related to fair value accounting for hybrid
financial instruments can also be applied to existing instruments. We will recognize a cumulative effect adjustment of
€41 million as a decrease to beginning retained earnings on the adoption of SFAS 155 on January 1, 2007.
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IFRS

REGULATIONS REGARDING IFRS

In accordance with EU and German regulations, we will adopt International Financial Reporting Standards (IFRS) in
our consolidated financial statements filed with the EU and German regulatory authorities for fiscal years starting
January 1, 2007 (with 2006 comparative figures).

We will also adopt IFRS as our basis of reporting in future SEC filings. Financial statements prepared according to
IFRS are accepted in SEC filings provided a reconciliation between U.S. GAAP and IFRS net income and sharehold-
ers’ equity is disclosed as supplemental information.

IFRS PROJECT
We commenced preparations for the conversion to IFRS in 2004. A dedicated project team was assembled and sepa-
rate work streams were established to handle the various aspects of the conversion. The objective of the project was
to ensure a structured and well-considered approach to implementation. The project involved all business areas and
group functions.

The project began with the identification of the differences between U.S. GAAP and IFRS to determine the key finan-
cial, business and system impacts. Accounting decisions were made where IFRS offers accounting choices. In addi-
tion, technical guidance was provided to business areas and group functions to ensure accurate and consistent appli-
cation. This is in the process of being documented in an accounting and reporting manual.

In 2005, we made the key changes to required accounting and reporting procedures, and consolidation systems.
Other system changes have been identified and these were implemented in 2006 to automate further the IFRS re-
quirements.

In order to provide shareholders with comparative data as required by IFRS 1, we collected 2006 IFRS data in parallel
to the U.S. GAAP data.

The project is designed to ensure readiness for adoption of IFRS by all relevant parties and includes providing the
necessary education.

The project has advanced according to plan and is monitored via normal project controls and change management
and is substantially completed. We are on track to meet all requirements for financial reporting under IFRS in 2007.

MAIN DIFFERENCES BETWEEN IFRS AND U.S. GAAP

Although IFRS and U.S. GAAP are similar in many ways and the IASB and FASB are committed to convergence,
currently several differences remain for financial institutions, with the major differences relating to financial instrument
classification and measurement, financial instrument recognition and derecognition, and consolidation assessments.

In addition, the use of the initial adoption exemptions, as allowed by IFRS 1, “First-Time Adoption of International

Financial Reporting Standards”, may create differences, such as the recognition of cumulative actuarial gains and
losses on defined benefit plans in equity at the transition date.
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OUTLOOK

THE GLOBAL ECONOMY

The global economy’s robust growth during 2006 is expected to continue in the near term, although the pace of growth
may moderate to just over 4 % in 2007, compared to 5% in 2006. Slower growth is foreseen in the U.S. economy,
where rises in interest rates will impact the housing sector and consumer spending. The Eurozone is expected to grow
at a slightly lower rate than the 2.7 % achieved in 2006. In the Eurozone’s largest economy, Germany, the economy
will continue to benefit from the factors which contributed to solid growth last year: strong exports, corporate confi-
dence, capital investment, and recovery in the construction sector; nevertheless, the recent 3% increase in Value
Added Tax rate may dampen consumer spending.

Emerging growth economies will again be important contributors to global economic performance. China and India are
expected to grow at 9% and 8 % respectively, sustaining the strong momentum achieved in 2006, underpinning con-
tinued demand for energy and other commodities. Growth in other emerging economies, and energy-producing na-
tions, is also expected to remain strong. The leading corporations of these economies will be increasingly visible as
global players in their markets, while economic growth and sustained industrialization will continue to drive personal
wealth in these nations. The pace of globalization will continue to accelerate, characterized by increased volumes of
traded goods, growing international capital flows, and markets will become more globally integrated. Global trade
imbalances, with surpluses in major emerging economies and energy producers, offsetting a substantial current ac-
count deficit in the U.S., will again be a feature of the world economy.

Several risks exist in the global economy. Major geopolitical events, including war, natural disasters, political instability
or significant terrorist activity, have the potential to destabilize financial markets. Stronger-than-expected monetary
tightening, worsening trade imbalances, a harder-than-expected landing in the U.S. economy, a significant rise in
energy prices, and sharper-than-expected interest rate rises, could all dampen prospects for economic growth across
the world.

THE BANKING INDUSTRY

The outlook for the banking sector will include both challenges and opportunities. The factors underpinning the growth
of the capital markets witnessed since 2003 look set to continue in the near term, as growth in the global economy
continues to be financed increasingly via the capital markets rather than traditional bank lending, as the world’s finan-
cial markets become more globally accessible, and as investor appetite remains strong. In standardized trading prod-
ucts, including cash equities and foreign exchange, margin pressure will remain; however, growth and margins will
likely be more robust in more sophisticated products including derivatives and structured credit instruments. Against a
background of high valuations and robust cash flows, strong levels of corporate activity are set to continue, sustaining
the growth in M&A witnessed in 2006 and generating healthy levels of both equity and debt issuance. These factors
will positively influence the outlook for investment banking revenues.
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In asset gathering, positive impetus is expected from several factors. In mature economies, invested asset growth will
be stimulated by increasing focus on private retirement and pension funding, while in emerging growth markets, the
creation of new wealth will continue to stimulate demand for investment management. Both institutional and private
investors are likely to sustain their appetite for new asset classes, including hedge funds, private equity and real es-
tate, which will continue to drive growth in these areas.

Lending activities will face the prospect of upward pressure on interest rates in most industrialized countries. In retail
banking, rising interest rates will mitigate growth of consumer credit and mortgage products in some markets, although
demand will likely remain strong for investment advisory products and services, with sustained strong growth in de-
mand for personal banking services in emerging growth markets.

Major banks will continue to expand their international operations, seeking to take advantage of the opportunities
offered by the globalization of the world economy and to overcome growth constraints in their domestic markets.
Banking sector consolidation is expected to continue, both via incremental acquisitions and cross-border mergers.

Some downside risks exist. Financial markets are by nature unpredictable. After positive market conditions in late
2006, continuing into early 2007, leading indices in both mature and emerging markets reached high and in some
cases record levels, giving rise to the possibility of corrections and periods of volatile conditions. Such conditions may,
in turn, inhibit origination volumes and M&A activity. Higher interest rates may trigger a rise in provisioning, reflecting
higher default rates for corporate credits — especially in the sub-investment-grade segment — and for highly indebted
households. However, the impact of this development would be mitigated by advances in risk management, such as
increased use of hedging techniques. The aforementioned major geopolitical events, which pose risks for the global
economy, could also have a potentially significant impact on financial markets, including stock market corrections or
increased volatility, which could in turn impact the earnings prospects of banks with substantial capital markets-related
activities.

The industry will also face several important regulatory changes in 2007, some of which will necessitate substantial
adjustments. For instance, parallel application of old and new regulations marks the transition to the new regime for
capital adequacy requirements under Basel Il. Moreover, the forthcoming implementation of the European Markets in
Financial Instruments Directive (MiFID) has to be implemented. It aims to further integrate the securities markets in the
European Economic Area and improve competition by harmonizing regulations on transparency and investor protec-
tion in securities dealings.

THE DEUTSCHE BANK GROUP

The outlook for Deutsche Bank is favorably influenced by several factors. Against a backdrop of increasing globaliza-
tion in the world economy, Deutsche Bank is very well-positioned, with a presence in 73 countries, significant regional
diversification and substantial revenue streams from all the major regions of the world. We have established strong
bases in all major emerging markets, and therefore have good prospects for business growth in fast-growing econo-
mies, including the Asia-Pacific region, Central and Eastern Europe, and Latin America. In Europe, we are well placed
to benefit from the aforementioned resilient conditions in our home market, Germany, and from continued strong lev-
els of corporate activity in the Eurozone.
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As one of the world’s leading investment banks (as measured by publicly available revenue data), Deutsche Bank is
also well-positioned to benefit from continued growth in the world’s capital markets. We command strong positions in
emerging capital markets, notably in Asia, which continue to expand rapidly. Our corporate finance business is well-
positioned to benefit from sustained high levels of corporate activity, both in M&A and in debt and equity issuance,
including high yield debt and syndicated loans. Our sales and trading businesses stand to gain from sustained growth
in more complex, high-value areas, including derivatives, securitization, and structured credit products. In periods of
market uncertainty, the diversification of our investment banking business, spanning different client types, products
and regions, mitigates the impact of challenging conditions in specific areas. As financial markets witness increasing
levels of leverage and risk distribution, Deutsche Bank’s risk management competencies, including innovative tech-
niques such as loan exposure management and dynamic hedging, are likely to play an increasingly important role in
our business growth.

As invested assets continue to grow across the world, Deutsche Bank is likewise well-positioned to capture growth
opportunities. At the end of 2006, Deutsche Bank managed €966 billion in assets for institutional clients, high net worth
individuals and private customers. As mature economies see growing levels of private retirement funding and pension
planning, Deutsche Bank’s mutual fund subsidiary, DWS, is well-placed to benefit, with a top-three position among
European mutual fund providers (as measured by publicly available invested asset data), and clear leadership in the
German market. As new wealth is created in emerging economies, the DWS franchise has favorable prospects for
growth in these markets. As a leader in real estate asset management, Deutsche Bank is also poised to benefit from
growing demand for alternative asset classes. Substantial investment in our Private Wealth Management platform
during 2006, including the hiring of more than 400 new employees and the acquisition of Tilney Group in the UK,
positions us well to capture growth in assets invested by wealthy individuals around the world.

In personal banking, Deutsche Bank is well-positioned to benefit from resilient economic conditions in our home mar-
ket, Germany, and from the added capacity created by two acquisitions, Berliner Bank and norisbank. Our invest-
ments in India, China and Vietnam, including both organic expansion and local partnerships, also enable us to tap
growth in demand for personal banking products and services in these fast-growing economies.

In the context of the outlook for the global economy and banking industry, several downside risks exist for Deutsche
Bank. Fundamental trends continue to support the long-term growth of capital markets-related businesses, but due to
the intrinsic unpredictability of financial markets, corrections and periods of increased volatility may occur. The afore-
mentioned higher interest rates and provisioning levels (while mitigated by advances in risk management) as well as
major geopolitical events and financial markets corrections or increased volatility could in turn impact the earnings
prospects of the bank. These general risks are discussed in detail in the next section of this report. The specific risks
affecting our businesses are outlined in the paragraphs below.

Deutsche Bank’s commitment to continued cost, risk, capital and regulatory discipline will play a critical role in the
development of our business. As our core businesses expand, risk appetite and cost pressures will continue, and any
increases will be subject to strict internal controls. Potential acquisitions are also rigorously monitored against strict
criteria, both before and after completion. Against a backdrop of increasing regulatory and legal scrutiny, we will con-
tinue to operate a rigorous control environment, in order to minimize reputational, regulatory and litigation risk
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On the back of increased regulation and complexity of the financial markets, efforts are repeatedly undertaken to
subject financial services providers to increased responsibilities and liabilities. As a result, we need to devote addi-
tional resources to address these requirements and our exposure to legal risks such as litigation, arbitration and regu-
latory proceedings has increased, in particular in the U.S. We may settle such proceedings prior to a final judgment on
the claim and its amount, even when we believe we have valid defenses against liability. This applies in particular
where the potential economic, business, regulatory or reputational consequences of failing to prevail would be dispro-
portionate to the cost of settlement. The ongoing financial impact of legal risks might be considerable but is impossible
to estimate with confidence.

The outlook for Deutsche Bank is consistent with the Bank’s published financial objectives. We aim to deliver pre-tax
profit (target definition) of € 8.4 billion for the Group in 2008, and to maintain, over the business cycle, a sustainable
pre-tax return on average equity, per our target definition, of at least 25 %, together with double-digit growth in diluted
earnings per share. Our commitment to sustained capital discipline is reflected in our target of a BIS Tier 1 capital ratio
of between 8 and 9 %. The bank internal models for measuring credit risk which are necessary pursuant to the capital
adequacy requirements under Basel Il are being audited by the relevant regulators. To the extent that such process
will be completed without substantial delays or changes, we currently expect the requirement for regulatory capital to
generally decrease from 2008 onwards. As a result of the increased risk sensitivity of such capital adequacy require-
ments, however, capital requirements may also increase compared to current levels in times of economic downturn
and increase our financing costs.

CORPORATE AND INVESTMENT BANK GROUP DIVISION
The Corporate and Investment Bank, or CIB, comprises Deutsche Bank’s Corporate Banking & Securities and Global
Transaction Banking Corporate Divisions.

In CORPORATE BANKING & SECURITIES we aim to take advantage of the business environment to further build on our
position as one of the world’s leading investment banks. In our sales & trading businesses, we foresee sustained
demand for higher-margin, structured trading products, including derivatives, as institutional clients, including insurers
and pension funds, seek to optimize returns, protect themselves against risk, and seek solutions for complex require-
ments such as asset-liability mismatches and pension funding gaps. The outlook for securitization will also benefit
from sustained demand from both issuers and investors, while financial markets in emerging economies will benefit
from sustained economic growth in those nations and from sustained investor demand. In this context, we have a
clear and focused strategy to further strengthen our platform.

We will continue to invest in our equities platform. In Equity Derivatives, we plan to substantially expand our platform
for exchange-traded funds (ETF), roll-out retail structured funds in Europe and Asia, and expand our structured hedge
fund product set. In Prime Brokerage, we will invest substantially in our technology platform and intend to grow market
share with “middle tier” hedge funds. In Cash Equity, we aim to achieve market leadership in direct market access
(DMA)/algorithmic trading and build out our global industry sector research.

We will continue to invest in key markets by building on our already strong position in several emerging markets. In the
U.S., we aim to grow our mortgage-backed securities business, taking advantage of our acquisition, during 2006, of
MortgagelT and Chapel LLC. We are committed to developing a differentiated commodities business and see exciting
growth prospects with retail investors and borrowers in structured products.

In our origination and advisory businesses, the outlook remains positive after very strong conditions in 2006. Corpo-
rate balance sheets and cash flows remain solid, creating conditions for sustained M&A activity and funding of corpo-
rate expansion through capital market issuance, and for continued growth of high yield debt, in part driven by demand
for leveraged buyouts. In this context, Deutsche Bank is aiming to achieve a sustainable top-5 position globally, as
measured by fee pool and profitability. We see our greatest growth opportunity in the Americas, which represents the
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largest fee pool, and where we have a clear strategy of organic growth to expand our market share and grow profit-
ability. In addition, we will seek to invest more aggressively in target emerging markets to capture a good share of this
fast growing fee pool and to mitigate margin erosion in this business. We have integrated our coverage model and
aligned our coverage intensity to our new client tiering system, allowing us to focus intensely on adding value to our
priority clients which will raise our productivity.

We aim to further integrate our various businesses within CIB to capture cross-divisional opportunities. For example,
our sales & trading business can be an enabler to connect with advisory clients and open up relationships. We will
focus on managing our products globally as one of the key ways we can do more for our clients.

While the outlook for Corporate Banking & Securities is positive, it will to some extent be mitigated by margin erosion
on standardized or commoditized products, reflecting rapid maturity cycles in a highly innovative and competitive
global industry. Furthermore, corrections and periods of uncertainty may occur in equity markets, including emerging
markets, and this may impact Deutsche Bank’s business. Also, a reduction in volumes, a cyclical market downturn, or
the possibility of a market shock would negatively affect all market participants, including Deutsche Bank.

Corporate Banking & Securities aims to deliver pre-tax profit (target definition) of €5.3 billion in 2008.

In GLOBAL TRANSACTION BANKING (GTB), we see a favorable outlook and prospects for growth, against a backdrop of
continued strength in the corporate sector, notably in Germany, where Deutsche Bank commands a very strong posi-
tion, and demand from the mid-cap corporate segment across Europe. The outlook in major emerging markets will be
positively impacted by sustained economic and corporate-sector growth, notably among large local corporate clients.
With a well-diversified business mix of Trade Finance and Cash Management for Corporates as well as Trust & Secu-
rities Services and Cash Management for Financial Institutions, GTB aims to achieve further profitable growth by
means of several initiatives. In Europe, we aim to grow revenues by expanding on our current position in Germany, by
building out our European domestic custody platform, and by increasing our business with European mid-cap clients,
particularly in Spain and Italy. GTB also intends to benefit from the creation of the Single Euro Payment Area (SEPA).

In the Asia-Pacific region, our growth strategy focuses on large local corporate clients and on fast-growing markets
such as China, India and Korea. We also aim to grow in Central and Eastern Europe and the Middle East, and to
support our growth with incremental acquisitions. Increased co-operation and cross-selling with Corporate Banking &
Securities, and with Private Clients and Asset Management, is central to our strategy.

Declining global trading volumes and stagnating economic growth may negatively impact revenues in our Trade Fi-
nance business, while downward interest rate trends, decreasing payment volumes as well as pricing pressure would
present substantial risks to our Cash Management business. Market value reductions driving pricing reductions of
custody assets and aggressive price competition from industry consolidation could potentially negatively impact our
Trust & Securities Services business.

GTB aims to achieve € 1 billion pre-tax profit (target definition) in 2008.
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PRIVATE CLIENTS AND ASSET MANAGEMENT GROUP DIVISION

Private Clients and Asset Management, or PCAM, covers our Asset and Wealth Management Corporate Division,
which comprises our Asset Management and Private Wealth Management businesses, and our Private and Business
Clients Corporate Division.

In ASSET AND WEALTH MANAGEMENT (AWM), we expect to benefit from sustained asset growth across the world, both
in mature markets and in emerging growth regions, and in all major investor segments — institutional, high net worth
and private individuals. The outlook for our Asset Management business will be strongly influenced by five ‘mega
trends’ which are shaping our industry and we have developed focused strategies to capitalize on each of them.

INSTITUTIONALIZATION OF THE ALTERNATIVES BUSINESS. We want to globalize our real estate asset management
business RREEF and expand the depth and breadth of its product range to take full advantage of this industry-
transforming trend. In addition, we are developing our private equity fund of fund business and exploring growth op-
tions in the hedge funds business.

INSURANCE OUTSOURCING. In traditional institutional asset management, we aim to leverage our position as the
world’s largest insurance asset manager to benefit from this trend, which we expect to be a multi-trillion Euro business
dominated by a few huge scale players.

NEW PACKAGING AND INNOVATION. In retail asset management, we want to leverage our DWS business to drive
future sales. By developing and offering new products in areas like the certificates market in Germany or the market
for exchange-traded funds (ETFs) in the U.S, we aim to capture opportunities in markets where exceptional growth is
expected.

GROWTH IN THE PENSION MARKET IN EUROPE. Here, we are building our institutional business which is crucial to
capturing the retirement trend. Western European pension assets are expected to more than double in the next 10
years to over € 16 frillion.

WEALTH CREATION IN EMERGING MARKETS. We are also focusing on key emerging markets, where wealth creation in
Asia-Pacific and the Middle East offers enormous long-term growth potential. In China, we have taken an ownership
stake in Harvest Fund Management — a Top 5 Chinese mutual fund company. In the Middle East, we are launching a
Sharia compliant product range (Equities/Fixed Income), strengthen distribution through our Riyadh branch and ex-
panding into Dubai and Bahrain.
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Deutsche Bank’s Asset Management business is well-positioned to grow in this environment, thanks to the strong
positions we command in our four global business lines. Our mutual fund platform, organized around the DWS brand,
our alternative investments business, which includes the real estate asset management business RREEF, and our
asset management business to the insurance sector are market leaders, and we are in the process of addressing the
Institutional business.

In private wealth management, the outlook will benefit from growth in the value of assets held by wealthy individuals
and families around the world, by the creation of new wealth in both mature and emerging economies, and by the
increasing range and diversity of asset classes and wealth management strategies sought by investors. Our Private
Wealth Management (PWM) business has positioned itself to take advantage of this outlook via a series of strategic
initiatives. We are aiming to increase quality of earnings via improved return on assets and a higher share of recurring
income. We target to achieve this by capitalizing on our distinct success factors: Our ‘House View’, our global invest-
ment process which leverages the intellectual capital of Deutsche Bank with specific emphasis on new trends in risk
management; cutting edge products and solutions for best-in-class asset diversification and addressing of individual
client needs; a client-centric model with a focused expansion strategy to meet growing client demand; and taking
advantage of the PWM network as an integral part of Deutsche Bank’s global presence (“Connectivity”).

We have identified a number of priority initiatives for increased annuity income and margin expansion. We will expand
Discretionary Portfolio Management (DPM) as PWM’s key proposition, and establish an industry-leading and globally
consistent advisory process with a structured approach supported by the Advisory Portfolio Tool (APT). We aim to
become the market leader in Alternative Investments, including Real Estate, Private Equity, Hedge Funds, and FX,
and to significantly grow our credit-driven business.

These initiatives will be complemented by dedicated regional growth strategies. We aim to expand our client proposi-
tion for the UK Onshore market to enhance PWM'’s growth prospects following the acquisition of Tilney, gain distribu-
tion scale in the U.S. through business model convergence, and leverage existing client relationships with corporate
customers in Germany. We are taking a systematic approach to key growth markets such as Latin America, the Mid-
dle East and Africa, Russia, Greater China and India. Lastly, we intend to enhance our proposition in the Swiss On-
shore market and strengthen our global business with financial intermediaries.

Lower GDP growth, inflation and interest rates remaining at lower levels would lead to lower than expected growth in
Net New Assets and would jeopardize planned improvements in return on assets. As a result, we may generate lower
revenues from brokerage and other commission- and fee-based businesses. Initiatives launched by us or partnerships
we enter into may not match expectations, and intense competition, in our home market of Germany as well as in
international markets, could hurt our revenues and profitability.

Asset and Wealth Management is aiming to contribute pre-tax profit (target definition) of € 1.3 billion in 2008, with

€ 0.8 billion coming from the Asset Management business and € 0.5 billion from the Private Wealth Management busi-
ness.
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PRIVATE & BUSINESS CLIENTS (PBC) provides traditional banking products, including current account, deposit and
lending products together with investment management products. PBC serves over 14 million clients — the majority in
Germany, Italy and Spain and is currently expanding into important emerging markets in Europe and Asia.

In Germany, the improved economic conditions alluded to above and sustained demand for consumer financing op-
tions both support our business. In both Germany and other mature European economies, the outlook for personal
savings and investment products will be positively impacted by sustained interest in private retirement planning. In
Central and Eastern Europe, and in fast-growing Asian markets, economic growth and rising prosperity will continue to
spur demand for personal banking services, including credit cards, consumer finance and savings and investment
products.

Against this backdrop, PBC'’s strategic focus will be to keep revenue momentum and capitalize on acquisitions in
Germany. We seek to strengthen our consumer finance business by capitalizing on the acquisition of norisbank and
by rolling out non-conforming mortgage products. We also aim to accelerate growth in advisory banking by capitalizing
on the acquisition of Berliner Bank.

We aim to expand our franchises in Europe to further develop our proposition in high growth markets. In Poland, we
are building our business through a further expansion of our branch network and the launch of our consumer finance
business, where we intend to become a major player in consumer finance in the mid-term. In India, we want to build
on the positive growth momentum with the expansion of our credit cards business and a strong growth in customer
acquisition. In China, we are supporting the partnership with HuaXia Bank, our local partner, in the affluent segment
and distributing a credit card nationwide through an exclusive joint venture. In Vietnam, our equity stake in and coop-
eration with Hanoi Building Commercial Joint Stock Bank (Habubank) complements our position in Asia.

Lower than expected GDP growth, inflation and interest rates remaining at lower levels would translate into lower
revenues for PBC. Intense competition, in our home market of Germany as well as in international markets, could

negatively impact our revenues and profitability.

PBC aims to contribute pre-tax profit (target definition) of € 1.3 billion in 2008.
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Risk Report

RISK AND CAPITAL MANAGEMENT

The wide variety of our businesses requires us to identify, measure, aggregate and manage our risks effectively, and
to allocate our capital among our businesses appropriately. We manage risk and capital through a framework of prin-
ciples, organizational structures as well as measurement and monitoring processes that are closely aligned with the
activities of our Group Divisions.

RISK AND CAPITAL MANAGEMENT PRINCIPLES
The following key principles underpin our approach to risk and capital management:

— Our Management Board provides overall risk and capital management supervision for our consolidated Group as
a whole. Our Supervisory Board regularly monitors our risk and capital profile.

— We manage credit, market, liquidity, operational, business and reputational risks as well as our capital in a coordi-
nated manner at all relevant levels within our organization. This also holds true for complex products which we
typically manage within our framework established for trading exposures.

— The structure of our risk and capital management function is closely aligned with the structure of our Group Divi-
sions.

— The risk and capital management function is independent of our Group Divisions.

RISK AND CAPITAL MANAGEMENT ORGANIZATION

Our Chief Risk Officer, who is a member of our Management Board, is responsible for our credit, market, liquidity,
operational and business risk management as well as capital management activities within our consolidated Group. In
2006, we merged Risk Management and Treasury & Capital Management, previously called Group Treasury, to form
an integrated risk and capital management function. Additionally, the Capital and Risk Committee was formed as a
functional committee of Deutsche Bank to integrate further our risk and capital management activities. It is chaired by
our Chief Risk Officer, with the Chief Financial Officer being Vice-Chairman. The responsibilities of the Capital and
Risk Committee include risk profile and capital planning, capital capacity monitoring and optimization of funding. Addi-
tionally, the Chief Risk Officer chairs our Risk Executive Committee, which is responsible for management and control
of the aforementioned risks across our consolidated Group. The two Deputy Chief Risk Officers that report directly to
the Chief Risk Officer — one being the Chief Credit Officer and the other being responsible for Market Risk Manage-
ment, Investment Risk Management and Treasury & Capital Management — are among the voting members of our
Risk Executive Committee.

The Risk Executive Committee has delegated some of its tasks to sub-committees, the most significant being the

Group Credit Policy Committee. Among other things, the Group Credit Policy Committee reviews credit policies, indus-
try reports and country risk limit applications throughout the Group.
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Dedicated risk and capital management units are established with the mandate to:

— Ensure that the business conducted within each division is consistent with the risk appetite that the Capital and
Risk Committee has set;

— Formulate and implement risk and capital management policies, procedures and methodologies that are appropri-
ate to the businesses within each division;

— Approve credit risk, market risk and liquidity risk limits;

— Conduct periodic portfolio reviews to ensure that the portfolio of risks is within acceptable parameters; and

— Develop and implement risk and capital management infrastructures and systems that are appropriate for each
division.

The Group Reputational Risk Committee (GRRC) is an official sub-committee of both the Risk Executive Committee
and the Group Compliance Committee, and is co-chaired by the chairmen of these committees. The GRRC reviews
and makes final determinations on all reputational risk issues, where escalation of such issues is deemed necessary
by senior business and regional management, or required under other Group policies and procedures.

Our finance, audit and legal departments support our risk and capital management function. They operate independ-
ently both of the Group Divisions and of the risk and capital management function. The role of the finance department
is to help quantify and verify the risk that we assume and ensure the quality and integrity of our risk-related data. Our
audit department reviews the compliance of our internal control procedures with internal and regulatory standards. Our
legal department provides legal advice and support on topics including collateral arrangements and netting.

On January 31, 2007, the Supervisory Board announced that the Chief Risk Officer will take charge of the legal and
compliance departments in conjunction with the retirement of the current Chief Administrative Officer from the Man-
agement Board at the close of our Annual General Meeting on May 24, 2007.

CATEGORIES OF RISK

The most important risks we assume are specific banking risks and reputational risks, as well as risks arising from the
general business environment.

SPECIFIC BANKING RISKS
Our risk management processes distinguish among four kinds of specific banking risks: credit risk, market risk, liquidity
risk and operational risk.

— CREDIT RISK arises from all transactions that give rise to actual, contingent or potential claims against any coun-
terparty, borrower or obligor (which we refer to collectively as “counterparties”). This is the largest single risk we
face. We distinguish among three kinds of credit risk:

— DEFAULT RISK is the risk that counterparties fail to meet contractual payment obligations.

— COUNTRY RISK is the risk that we may suffer a loss, in any given country, due to any of the following reasons: a
possible deterioration of economic conditions, political and social upheaval, nationalization and expropriation of
assets, government repudiation of indebtedness, exchange controls and disruptive currency depreciation or
devaluation. Country risk includes transfer risk which arises when debtors are unable to meet their obligations
owing to an inability to transfer assets to nonresidents due to direct sovereign intervention.

— SETTLEMENT RISK is the risk that the settlement or clearance of transactions will fail. It arises whenever the ex-
change of cash, securities and/or other assets is not simultaneous.
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— MARKET RISK arises from the uncertainty concerning changes in market prices and rates (including interest rates,
equity prices, foreign exchange rates and commodity prices), the correlations among them and their levels of vola-
tility.

— LIQUIDITY RISK is the risk arising from our potential inability to meet all payment obligations when they come due.

— OPERATIONAL RISK is the potential for incurring losses in relation to employees, contractual specifications and
documentation, technology, infrastructure failure and disasters, projects, external influences and customer rela-
tionships. This definition includes legal and regulatory risk, but excludes business and reputational risk.

REPUTATIONAL RISK
Within our risk management processes, we define reputational risk as the threat that publicity concerning a transac-
tion, counterparty or business practice involving a client will negatively impact the public’s trust in our organization.

BUSINESS RISK

Business risk describes the risk we assume due to potential changes in general business conditions, such as our
market environment, client behavior and technological progress. This can affect our earnings if we fail to adjust quickly
to these changing conditions.

INSURANCE SPECIFIC RISK
We are not engaged in any activities that result in insurance specific risk material to the Group.

RISK MANAGEMENT TOOLS

We use a comprehensive range of quantitative tools and metrics for monitoring and managing risks. Some of these
tools are common to a number of risk categories, while others are tailored to the particular features of specific risk
categories.

As a matter of policy, we continually assess the appropriateness and the reliability of our quantitative tools and metrics
in light of our changing risk environment. The following are the most important quantitative tools and metrics we cur-
rently use to measure, manage and report our risk:

— ECONOMIC CAPITAL. Economic capital measures the amount of capital we need to absorb very severe unexpected
losses arising from our exposures. “Very severe” in this context means that economic capital is set at a level to
cover with a probability of 99.98 % the aggregated unexpected losses within one year. We calculate economic
capital for the default risk, transfer risk and settlement risk elements of credit risk, for market risk, for operational
risk and for general business risk. We use economic capital to show an aggregated view of our risk position from
individual business lines up to our consolidated Group level. We also use economic capital (as well as goodwill
and other nonamortizing intangibles) in order to allocate our book capital among our businesses. This enables us
to assess each business unit’s risk-adjusted profitability, which is a key metric in managing our financial resources
in order to optimize the value generated for our shareholders. In addition, we consider economic capital, in particu-
lar for credit risk, when we measure the risk-adjusted profitability of our client relationships. See “Overall Risk Posi-
tion” below for a quantitative summary of our economic capital usage.
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— EXPECTED LOSS. We use expected loss as a measure of the default, transfer, and settlement risk elements of our
credit risk. Expected loss is a measurement of the loss we can expect within a one-year period on our credit expo-
sure, based on our historical loss experience. When calculating expected loss, we take into account credit risk rat-
ings, collateral, maturities and statistical averaging procedures to reflect the risk characteristics of our different
types of exposures and facilities. All parameter assumptions are based on statistical averages of our internal de-
fault and loss history as well as external benchmarks. We use expected loss as a tool of our risk management
process and as part of our management reporting systems. We also consider the applicable results of the ex-
pected loss calculations when establishing the other inherent loss allowance included in our financial statements.
Applicable results in this context are those that are used to estimate losses inherent in loans and contingent liabili-
ties that are not already considered in the specific loss component of our allowance or our allowance for smaller-
balance standardized homogeneous loans.

— VALUE-AT-RISK. We use the value-at-risk approach to derive quantitative measures for our trading book market
risks under normal market conditions. Our value-at-risk figures play a role in both internal and external (regulatory)
reporting. For a given portfolio, value-at-risk measures the potential future loss (in terms of market value) that, un-
der normal market conditions, will not be exceeded with a defined confidence level in a defined period. The value-
at-risk for a total portfolio represents a measure of our diversified market risk (aggregated using pre-determined
correlations) in that portfolio.

— STRESS TESTING. We supplement our analysis of credit, market, operational and liquidity risk with stress testing.
For market risk management purposes, we perform stress tests because value-at-risk calculations are based on
relatively recent historical data, only purport to estimate risk up to a defined confidence level and assume good as-
set liquidity. Therefore, they only reflect possible losses under relatively normal market conditions. Stress tests
help us determine the effects of potentially extreme market developments on the value of our market risk sensitive
exposures, both on our highly liquid and less liquid trading positions as well as our investments. We use stress
testing to determine the amount of economic capital we need to allocate to cover our market risk exposure under
extreme market conditions. For credit risk management purposes, we perform stress tests to assess the impact of
changes in general economic conditions on our credit exposures or parts thereof. For operational risk manage-
ment purposes, we perform stress tests on our economic capital model to assess its sensitivity to changes in key
model components. Among other things, the results of these stress tests enable us to assess the impact of signifi-
cant changes in the frequency and/or severity of operational risk events on our operational risk economic capital.
For liquidity risk management purposes, we perform stress tests and scenario analysis to evaluate the impact of
sudden stress events on our liquidity position.

— REGULATORY RISK REPORTING. German banking regulators assess our capacity to assume risk in several ways,
which are described in more detail in Note [22] of the consolidated financial statements.
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CREDIT RISK

Credit risk makes up the largest part of our risk exposures. We measure and manage our credit risk following the
below principles:

— In all our Group Divisions consistent standards are applied in the respective credit decision processes.

— The approval of credit limits for counterparties and the management of our individual credit exposures must fit
within our portfolio guidelines and our credit strategies, and each decision also involves a risk-versus-return analy-
sis.

— Every extension of credit or material change to a credit facility (such as its tenor, collateral structure or major cove-
nants) to any counterparty requires credit approval at the appropriate authority level.

— We assign credit approval authorities to individuals according to their qualifications, experience and training, and
we review these periodically.

— We measure and consolidate all our credit exposures to each obligor on a global consolidated basis that applies
across our consolidated Group. We define an “obligor” as a group of individual borrowers that are linked to one
another by any of a number of criteria we have established, including capital ownership, voting rights, demonstra-
ble control, other indication of group affiliation; or are jointly and severally liable for all or significant portions of the
credit we have extended.

CREDIT RISK RATINGS

A primary element of the credit approval process is a detailed risk assessment of every credit exposure associated
with a counterparty. Our risk assessment procedures consider both the creditworthiness of the counterparty and the
risks related to the specific type of credit facility or exposure. This risk assessment not only affects the structuring of
the transaction and the outcome of the credit decision, but also influences the level of decision-making authority re-
quired to extend or materially change the credit and the monitoring procedures we apply to the ongoing exposure.

We have our own in-house assessment methodologies, scorecards and rating scale for evaluating the creditworthi-
ness of our counterparties. Our granular 26-grade rating scale, which is calibrated on a probability of default measure
based upon a statistical analysis of historical defaults in our portfolio, enables us to compare our internal ratings with
common market practice and ensures comparability between different sub-portfolios of our institution. While we gen-
erally rate all our credit exposures individually, at times we rely on rating averages for measuring risk. When we assign
our internal risk ratings, we compare them with external risk ratings assigned to our counterparties by the major inter-
national rating agencies, where possible.

CREDIT LIMITS

Credit limits set forth maximum credit exposures we are willing to assume over specified periods. They relate to prod-
ucts, conditions of the exposure and other factors. Our credit policies also establish special procedures (including
lower approval thresholds and approval from more senior personnel) for exceptional cases when we may assume
exposures beyond established limits. These exceptions provide a degree of flexibility for unusual business opportuni-
ties, new market trends and other similar factors.
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MONITORING DEFAULT RISK

We monitor all of our credit exposures on a continuing basis using the risk management tools described above. We
also have procedures in place to identify at an early stage credit exposures for which there may be an increased risk
of loss. Counterparties, that, on the basis of the application of our risk management tools, demonstrate the likelihood
of problems, are identified well in advance so that we can effectively manage the credit exposure and maximize the
recovery. The objective of this early warning system is to address potential problems while adequate alternatives for
action are still available. This early risk detection is a tenet of our credit culture and is intended to ensure that greater
attention is paid to such exposures. In instances where we have identified customers where problems might arise, the
respective exposure is placed on a watchlist.

LOAN EXPOSURE MANAGEMENT GROUP

As part of our overall framework of risk management, the Loan Exposure Management Group (LEMG) focuses on
managing the credit risk of loans and lending-related commitments of the international investment-grade portfolio and
the medium-sized German companies’ portfolio within our Corporate and Investment Bank Group Division.

Acting as a central pricing reference, LEMG provides the respective Corporate and Investment Bank Group Division
businesses with an observed or derived capital market rate for loan applications; however, the decision of whether or
not the business can enter into the loan remains with Credit Risk Management.

LEMG is concentrating on two primary initiatives within the credit risk framework to further enhance risk management
discipline, improve returns and use capital more efficiently:

— to reduce single-name and industry credit risk concentrations within the credit portfolio, and
— to manage credit exposures actively by utilizing techniques including loan sales, securitization via collateralized
loan obligations, and single-name and portfolio credit default swaps.

The notional amount of LEMG's risk reduction activities increased 10.5 % from € 34.6 billion as of December 31, 2005,
to € 38.3 billion as of December 31, 2006.

As of year-end 2006, LEMG held credit derivatives with an underlying notional amount of €24.8 billion. This position
totaled €24.7 billion as of December 31, 2005.

The credit derivatives used for our portfolio management activities are accounted for at fair value and do not qualify for
hedge accounting under SFAS 133.

LEMG also mitigated the credit risk of € 13.4 billion of loans and lending-related commitments as of December 31,
2006, by synthetic collateralized loan obligations supported predominantly by financial guarantees and, to a lesser
extent, credit derivatives for which the first loss piece has been sold. This position totaled € 9.7 billion as of December
31, 2005. LEMG further mitigated € 0.1 billion of loans and lending-related commitments as of December 31, 2006, by
way of credit-linked notes. This position totaled € 0.2 billion as of December 31, 2005. Credit mitigation by way of
credit-linked notes or synthetic collateralized loan obligations supported by financial guarantees is especially important
as it not only addresses the credit risk of the underlying positions but also eliminates the accounting asymmetry that
arises under SFAS 133 between the lending positions and credit default swaps, and allows us to manage the risk of
illiquid positions.
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CREDIT EXPOSURE

We define our credit exposure as all transactions where losses might occur due to the fact that counterparties may not
fulfill their contractual payment obligations. We calculate the gross amount of the exposure without taking into account
any collateral, other credit enhancement or credit risk mitigating transactions. In the tables below, we show details
about our main credit exposures categories, namely loans, contingent liabilities, over-the-counter (“OTC”) derivatives
and tradable assets:

— “Loans” are net loans as reported on our balance sheet but before deduction of our allowance for loan losses.

— “Contingent Liabilities” consist of financial and performance guarantees, standby letters of credit and indemnity
agreements.

— “OTC Derivatives” are our credit exposures from over-the-counter derivative transactions that we have entered
into. On our balance sheet, these are included in trading assets or, for derivatives qualifying for hedge accounting,
in other assets, in either case after netting.

— “Tradable Assets” include bonds, loans and other fixed-income products that are in our trading assets as well as in
securities available for sale.

Although we consider them in monitoring our credit exposures, the following are not included in the tables below: cash
and due from banks, interest-earnings deposits with banks, and accrued interest receivables, amounting to
€32.5billion at December 31, 2006 and € 23.5 billion at December 31, 2005; forward committed repurchase and re-
verse repurchase agreements, of €77.8 billion at December 31, 2006 and € 119.2 billion at December 31, 2005; and
irrevocable lending-related commitments, of € 159.2 billion at December 31, 2006 and € 145.0 billion at December 31,
2005. At December 31, 2006, 85 % of our lending-related commitments were extended to counterparties rated at the
equivalent of investment-grade debt ratings from the major international rating agencies.

The following table breaks down our main credit exposure categories by geographical region. For this table, we have
allocated exposures to regions based on the country of domicile of our counterparties, irrespective of any affiliations
the counterparties may have with corporate groups domiciled elsewhere.

Credit risk profile Loans Contingent liabilities OTC derivatives Tradable assets Total
by region Dec 31, Dec 31, Dec 31, Dec 31, Dec 31, Dec 31, Dec 31, Dec 31, Dec 31, Dec 31,
in€m. 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
Eastern Europe 2,600 2,242 808 548 742 750 8,344 5,569 12,494 9,109
Western Europe 130,468 119,890 28,311 20,452 29,313 33,799 121,095 110,033 309,187 284,174
Africa 587 272 357 172 436 548 1,489 934 2,869 1,926
Asia-Pacific 12,654 11,328 3,381 4,419 7,325 6,507 55,698 50,328 79,058 72,582
North America 21,994 17,760 10,827 9,344 19,606 20,926 126,262 113,780 178,689 161,810
Central and

South America 1,513 1,765 309 372 973 818 8,969 8,020 11,764 10,975
Other’ 72 26 - 2 253 434 1,806 583 2,131 1,045
Total 169,888 153,283 43,993 35,309 58,648 63,782 323,663 289,247 596,192 541,621

1 Includes supranational organizations and other exposures that we have not allocated to a single region.
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The following table breaks down our main credit exposure categories according to the industry sectors of our counter-
parties.

Credit risk profile Loans Contingent liabilities OTC derivatives Tradable assets Total
by industry sector Dec 31, Dec 31, Dec 31, Dec 31, Dec 31, Dec 31, Dec 31, Dec 31, Dec 31, Dec 31,
in€m. 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
Banks and insurance 8,965 7,676 8,829 6,270 37,327 43,914 132,499 106,433 187,620 164,293
Manufacturing 15,379 15,703 9,689 8,996 2,642 2,366 18,257 16,426 45,967 43,491
Households 66,332 62,457 1,232 1,299 781 425 - - 68,345 64,181
Public sector 3,742 2,629 688 515 4,239 4,582 120,367 121,853 129,036 129,579
Wholesale and retail

trade 12,056 12,077 2,546 2,531 827 496 4,981 4,143 20,410 19,247
Commercial real estate

activities 14,099 13,259 2,144 2,168 540 619 1,744 1,449 18,527 17,495
Other 49,315 39,482" 18,865 13,530 12,292 11,380 45,815 38,943 126,287 103,335
Total 169,888 153,283 43,993 35,309 58,648 63,782 323,663 289,247 596,192 541,621

1 Includes lease financing.

Our loans and contingent liabilities-related credit exposure to our ten largest counterparties accounts for 5% of our
total credit exposure in these categories as of December 31, 2006. Included in our top ten counterparty exposures are
exposures relating to structured trades which show high levels of collateralization.

We also classify our credit exposure under two broad headings: corporate credit exposure and consumer credit expo-
sure.

— Our corporate credit exposure consists of all exposures not defined as consumer credit exposure.

— Our consumer credit exposure consists of our smaller-balance standardized homogeneous loans, primarily in
Germany, Italy and Spain, which include personal loans, residential and nonresidential mortgage loans, overdrafts
and loans to self-employed and small business customers of our private and retail business.

CORPORATE CREDIT EXPOSURE
The following table breaks down our main corporate credit exposure categories according to the creditworthiness
categories of our counterparties.

This table reflects an increase in our corporate loan book, as well as a continued overall improvement in the credit
quality of our lending-related credit exposures. The change in the creditworthiness of our corporate loan book in 2006
compared to 2005 is primarily a consequence of our tight credit discipline and the overall benign credit environment.
This is evidenced by the portion of our corporate loan book carrying an investment-grade rating increasing, from 65 %
at December 31, 2005 to 67 % at December 31, 2006.

Credit risk profile by cre- Loans Contingent liabilities OTC derivatives Tradable assets Total
ditworthiness category Dec 31, Dec 31, Dec 31, Dec 31, Dec 31, Dec 31, Dec 31, Dec 31, Dec 31, Dec 31,
in€m. 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
AAA-AA 18,669 17,086 5,807 3,152 28,343 25,026 170,398 161,181 223,217 206,445
A 15,025 11,940 13,642 9,336 16,459 19,365 47,573 40,155 92,699 80,796
BBB 30,748 26,183 13,512 13,012 7,188 10,065 27,596 24,143 79,044 73,403
BB 22,152 22,036 6,821 7,088 5,485 7,853 59,149 41,564 93,607 78,541
B 4,718 5,067 3,607 2,060 1,060 1,132 14,236 16,633 23,621 24,892
CCC and below 4,834 3,123 604 661 113 341 4,711 5,571 10,262 9,696
Total 96,146 85,435 43,993 35,309 58,648 63,782 323,663 289,247 522,450 473,773
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CONSUMER CREDIT EXPOSURE

The table below presents our total consumer credit exposure, consumer loan delinquencies in terms of loans that are
90 days or more past due, and net credit costs, which are the net provisions charged during the period, after recover-
ies. Loans 90 days or more past due and net credit costs are both expressed as a percentage of total exposure.

Total exposure 90 days or more past due Net credit costs

(in€m.) as a % of total exposure as a % of total exposure

Dec 31, Dec 31, Dec 31, Dec 31, Dec 31, Dec 31,

2006 2005 2006 2005 2006 2005

Consumer credit exposure Germany: 53,489 50,569 1.90 % 2.04 % 0.55 % 0.54 %
Consumer and small business financing 12,301 10,955 2.20 % 211 % 1.48 % 1.38 %
Mortgage lending 41,188 39,614 1.80 % 2.02% 0.27 % 0.31%
Consumer credit exposure outside Germany 20,253 17,279 1.04 % 1.12% 0.36 % 0.37 %
Total consumer credit exposure 73,742 67,848 1.66 % 1.80 % 0.50 % 0.50 %

The volume of our consumer credit exposure rose by €5.9billion, or 9 %, from 2005 to 2006, driven mainly by the
volume growth of our portfolio in Germany (up €2.9billion) and even stronger relative growth in Italy (up € 1.6 billion)
and Spain (up € 1.0billion). Total net credit costs as a percentage of total exposure remained constant compared to
2005 as an increase in consumer and small business finance in Germany was offset by a reduction in German mort-
gage lending. In Germany, loans delinquent by 90 days or more decreased from 2.04 % to 1.90 % reflecting disci-
plined risk management in our mortgage portfolio partly offset by the effect from the acquisition of norisbank, impact-
ing our German consumer and small business financing portfolio. The lower percentage of delinquent loans outside
Germany is predominantly a reflection of volume growth.

CREDIT EXPOSURE FROM DERIVATIVES

To reduce our derivatives-related credit risk, we regularly seek the execution of master agreements (such as the Inter-
national Swaps & Derivatives Association’s master agreements for derivatives) with our clients. A master agreement
allows the netting of obligations arising under all of the derivatives transactions that the agreement covers upon the
counterparty’s default, resulting in one single net claim against the counterparty (called “close-out netting”). For parts
of our derivatives business we also enter into payment netting agreements under which we set off amounts payable
on the same day in the same currency and in respect to all transactions covered by these agreements, reducing our
principal risk.

For internal credit exposure measurement purposes, we only apply netting when we believe it is legally enforceable
for the relevant jurisdiction and counterparty. Also, we enter into collateral support agreements to reduce our deriva-
tives-related credit risk. These collateral arrangements generally provide risk mitigation through periodic (usually daily)
margining of the covered portfolio or transactions and termination of the master agreement if the counterparty fails to
honor a collateral call. As with netting, when we believe the collateral agreement is enforceable we reflect this in our
exposure measurement.

As the replacement values of our portfolios fluctuate with movements in market rates and with changes in the transac-
tions in the portfolios, we also estimate the potential future replacement costs of the portfolios over their lifetimes or, in
case of collateralized portfolios, over appropriate unwind periods. We measure our potential future exposure against
separate limits, which can be a multiple of the credit limit. We supplement our potential future exposure analysis with
stress tests to estimate the immediate impact of extreme market events on our exposures (such as event risk in our
Emerging Markets portfolio).
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TREATMENT OF DEFAULT SITUATIONS UNDER DERIVATIVES

Unlike in the case of our standard loan assets, we generally have more options to manage the credit risk in our OTC
derivatives when movement in the current replacement costs of the transactions and the behavior of our counterparty
indicate that there is the risk that upcoming payment obligations under the transactions might not be honored. In these
situations, we are frequently able to obtain additional collateral or terminate the transactions or the related master
agreement.

When our decision to terminate transactions or the related master agreement results in a residual net obligation of the

counterparty, we restructure the obligation into a nonderivative claim and manage it through our regular workout proc-
ess. As a consequence, we do not show any nonperforming derivatives.
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The following table shows the notional amounts and gross market values of OTC and exchange-traded derivative
contracts we held for trading and nontrading purposes as of December 31, 2006.

Dec 31, 2006 Notional amount maturity distribution Positive Negative Net
Within one >1and After five Total market market market
in€m. year <5 years years value value value

Interest-rate-related transactions:

OTC products:

FRAs 2,127,198 82,255 453 2,209,906 909 (852) 57
Interest rate swaps (single currency) 9,553,658 8,920,058 6,606,970 25,080,686 187,502 (191,509) (4,007)
Purchased interest rate options 421,613 494,336 600,824 1,516,773 25,901 - 25,901

Written interest rate options 433,266 686,765 657,593 1,777,624 - (27,410) (27,410)
Other interest rate trades - — - - - - _

Exchange-traded products:

Interest rate futures 312,411 260,321 1,100 573,832 - - -

Purchased interest rate options 96,778 3,644 — 100,422 71 - 71

Written interest rate options 248,993 5,640 - 254,633 - (127) (127)
Sub-total 13,193,917 10,453,019 7,866,940 31,513,876 214,383 (219,898) (5,515)
Currency-related transactions:
OTC products:

Forward exchange trades 504,686 27,588 3,643 535,917 5,564 (6,459) (895)

Cross currency swaps 1,372,900 457,470 376,526 2,206,896 39,300 (37,571) 1,729

Purchased foreign currency options 315,321 51,139 11,107 377,567 6,596 - 6,596

Written foreign currency options 317,108 59,331 7,755 384,194 - (7,074) (7,074)
Exchange-traded products:

Foreign currency futures 12,563 172 - 12,735 - - -

Purchased foreign currency options 4,519 70 - 4,589 42 - 42

Written foreign currency options 4,811 13 - 4,824 - (39) (39)
Sub-total 2,531,908 595,783 399,031 3,526,722 51,502 (51,143) 359
Equity/index-related transactions:
OTC products:

Equity forward 1,289 5 - 1,294 40 (16) 24

Equity/index swaps 105,199 47,654 12,226 165,079 5,549 (7,382) (1,833)

Purchased equity/index options 109,264 102,257 21,817 233,338 35,326 - 35,326

Written equity/index options 135,257 123,587 36,842 295,686 - (42,825) (42,825)
Exchange-traded products:

Equity/index futures 50,843 - - 50,843 - - -

Equity/index purchased options 140,699 61,890 8,795 211,384 14,992 - 14,992

Equity/index written options 124,598 69,775 12,272 206,645 - (18,737) (18,737)
Sub-total 667,149 405,168 91,952 1,164,269 55,907 (68,960) (13,053)
Credit derivatives 152,477 1,921,525 1,098,988 3,172,990 30,019 (31,187) (1,168)
Other transactions:
OTC products:

Precious metal trades 37,162 26,870 4,646 68,678 4,191 (3,030) 1,161

Other trades 128,511 178,307 4,135 310,953 20,439 (19,232) 1,207
Exchange-traded products:

Futures 14,300 7,758 29 22,087 33 (42) 9)

Purchased options 11,310 5,348 - 16,658 1,761 - 1,761

Written options 11,918 5,516 - 17,434 - (1,857) (1,857)
Sub-total 203,201 223,799 8,810 435,810 26,424 (24,161) 2,263
Total OTC business 15,714,909 13,179,147 9,443,525 38,337,581 361,336 (374,547) (13,211)
Total exchange-traded business 1,033,743 420,147 22,196 1,476,086 16,899 (20,802) (3,903)
Total 16,748,652 13,599,294 9,465,721 39,813,667 378,235 (395,349) (17,114)
Positive market values after netting agreements 75,515
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COUNTRY RISK
We manage country risk through a number of risk measures and limits, the most important being:

— TOTAL COUNTERPARTY EXPOSURE. All credit extended and OTC derivatives exposure to counterparties domiciled
in a given country that we view as being at risk due to economic or political events (“country risk event”). It includes
nonguaranteed subsidiaries of foreign entities and offshore subsidiaries of local clients.

— TRANSFER RISK EXPOSURE. Credit risk arising where an otherwise solvent and willing debtor is unable to meet its
obligations due to the imposition of governmental or regulatory controls restricting its ability either to obtain foreign
exchange or to transfer assets to nonresidents (a “transfer risk event”). It includes all of our credit extended and
OTC derivatives exposure from one of our offices in one country to a counterparty in a different country.

— HIGHLY-STRESSED EVENT RISK SCENARIOS. We use stress testing to measure potential market risk on our trading
positions and view these as market risks.

COUNTRY RISK RATINGS
Our country risk ratings represent a key tool in our management of country risk. They are established by an independ-
ent country risk research function within our Credit Risk Management function and include:

— SOVEREIGN RATING. A measure of the probability of the sovereign defaulting on its foreign or local currency obli-
gations.

— TRANSFER RISK RATING. A measure of the probability of a “transfer risk event.”

— EVENT RISK RATING. A measure of the probability of major disruptions in the market risk factors relating to a coun-

try.

All sovereign and transfer risk ratings are reviewed, at least annually, by the Group Credit Policy Committee. Our
country risk research group also reviews, at least quarterly, our ratings for the major Emerging Markets countries.
Ratings for countries that we view as particularly volatile, as well as all event risk ratings, are subject to continuous
review.

We also regularly compare our internal risk ratings with the ratings of the major international rating agencies.

COUNTRY RISK LIMITS

We manage our exposure to country risk through a framework of limits. The bank specifically limits and monitors its
exposure to Emerging Markets. For this purpose, Emerging Markets are defined as Latin America (including the Car-
ibbean), Asia (excluding Japan), Eastern Europe, the Middle East and Africa. Limits are reviewed at least annually, in
conjunction with the review of country risk ratings. Country Risk limits are set by either our Management Board or by
our Group Credit Policy Committee, pursuant to delegated authority.

MONITORING COUNTRY RISK

We charge our Group Divisions with the responsibility of managing their country risk within the approved limits. The
regional units within Credit Risk Management monitor our country risk based on information provided by our finance
function. Our Group Credit Policy Committee also reviews data on transfer risk.
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COUNTRY RISK EXPOSURE

The following tables show the development of total Emerging Markets net counterparty exposure (net of collateral),

and the utilized Emerging Markets net transfer risk exposure (net of collateral) by region.

Emerging Markets net counterparty exposure

in€m. Dec 31, 2006 Dec 31, 2005
Total net counterparty exposure 11,5637 9,516
Total net counterparty exposure (excluding OTC derivatives) 8,921 6,838
Excluding irrevocable commitments and exposures to non-Emerging Markets bank branches.

Emerging Markets net transfer risk exposure

in€m. Dec 31, 2006 Dec 31, 2005
Africa 352 340
Asia (excluding Japan) 1,569 1,136
Eastern Europe 1,092 906
Latin America 411 508
Middle East 1,492 1,244
Total Emerging Markets net transfer risk exposure 4,916 4,134

Excluding irrevocable commitments and exposures to non-Emerging Markets bank branches.

At December 31, 2006, our net transfer risk exposure to Emerging Markets (excluding irrevocable commitments and
exposures to non-Emerging Markets bank branches) amounted to €4.9billion, an increase of 19 %, or €0.8 billion,
from December 31, 2005. This increase was a result of selective increases in exposure due to improved credit quality

in our Emerging Markets target countries.

PROBLEM LOANS

Our problem loans are comprised of nonaccrual loans, loans 90 days or more past due and still accruing and troubled
debt restructurings. All loans where known information about possible credit problems of borrowers causes manage-
ment to have serious doubts as to the ability of such borrowers to comply with the present loan repayment terms are

included in our problem loans.

Additionally, as of December 31, 2006, we had € 1 million of lease financing transactions that were nonperforming.

This amount is not included in our total problem loans.

The following table presents the components of our December 31, 2006 and December 31, 2005 problem loans.

Dec 31, 2006 Dec 31, 2005
Impaired loans’ Nonperforming Total Impaired loans' Nonperforming Total

homogeneous homogeneous

in€m. loans loans
Nonaccrual loans 1,906 1,097 3,003 2,444 1,106 3,550

Loans 90 days or more past due

and still accruing 4 181 185 13 189 202
Troubled debt restructurings 114 - 114 119 - 119
Total problem loans 2,024 1,278 3,302 2,576 1,295 3,871

1 Loans for which we determine that it is probable that we will be unable to collect all principal and interest due according to the contractual terms of the

loan agreements.
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The €569 million decrease in our total problem loans in 2006 was due to €744 million of gross charge-offs, a
€ 39 million decrease as a result of exchange rate movements and a € 213 million net increase of problem loans. Sub-
stantially all of the reduction in problem loans took place in our impaired loans with gross charge-offs of € 284 million,
net reductions of € 229 million and a € 39 million decrease as a result of exchange rate movements. In the homogene-
ous loan portfolio charge-offs were substantially offset by net increases. Included in the € 1.3 billion nonperforming
smaller-balance standardized homogeneous loans, as of December 31, 2006, are € 1.2 billion of loans that are 90
days or more past due as well as €0.1 billion of loans that are less than 90 days past due but in the judgment of man-
agement the accrual of interest should be ceased.

Our commitments to lend additional funds to debtors with problem loans amounted to € 46 million as of December 31,
2006, a decrease of €23 million or 33 %, compared to December 31, 2005. Of these commitments €4 million had
been committed to debtors whose loan terms have been modified in a troubled debt restructuring, a decrease of
€ 5million or 56 %, compared to December 31, 2005.

The following table illustrates our total problem loans split between German and non-German counterparties based on
the country of domicile of our counterparty for the last two years.

in €m. Dec 31, 2006 Dec 31, 2005
Nonaccrual loans:
German 2,228 2,771
Non-German 775 779
Total nonaccrual loans 3,003 3,550

Loans 90 days or more past due and still accruing:

German 183 198

Non-German 2 4
Total loans 90 days or more past due and still accruing 185 202
Troubled debt restructurings:

German 90 48

Non-German 24 7
Total troubled debt restructurings 114 119

NONACCRUAL LOANS
We place a loan on nonaccrual status if:

— the loan has been in default as to payment of principal or interest for 90 days or more and the loan is neither well
secured nor in the process of collection, or

— the accrual of interest should be ceased according to management’s judgment as to collectibility of contractual
cash flows.

When a loan is placed on nonaccrual status, the recorded investment in the loan includes accrued interest. Cash
receipts of interest on nonaccrual loans are recorded as either interest revenue or a reduction of principal according to
management’s judgment as to collectibility of principal.

As of December 31, 2006, our nonaccrual loans totaled € 3.0 billion, a net decrease of €547 million, or 15 %, from

2005. The net decrease in nonaccrual loans took place substantially in our impaired loans driven by charge-offs, net
reductions and a decrease as a result of exchange rate movements.
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As of December 31, 2005, our nonaccrual loans totaled € 3.6 billion, a net decrease of € 0.9 billion, or 21 %, from 2004.
The net decrease in nonaccrual loans was mainly driven by charge-offs.

LOANS NINETY DAYS OR MORE PAST DUE AND STILL ACCRUING
These are loans in which contractual interest or principal payments are 90 days or more past due but on which we
continue to accrue interest. These loans are well secured and in the process of collection.

In 2006, our 90 days or more past due and still-accruing loans decreased by € 17 million, or 8 %, from 2005.

In 2005, our 90 days or more past due and still-accruing loans decreased by € 45 million, or 18 %, to € 202 million. This
decrease was due to the fact that loans of this category which had to be placed on nonaccrual status or returned to
performing status were substituted to a lesser extent by new loans to be allocated to this category.

TROUBLED DEBT RESTRUCTURINGS
Troubled debt restructurings are loans that we have restructured due to a deterioration in the borrower’s financial
position comprising concessions that we would not otherwise consider.

If a borrower performs satisfactorily for one year under a restructured loan, we no longer consider that borrower’s loan
to be a troubled debt restructuring, unless at the time of restructuring the new interest rate was lower than the market
rate for similar credit risks.

In 2006, the volume of troubled debt restructurings remained stable, showing only a minor reduction of € 5million, or
4%.

In 2005, the volume of troubled debt restructurings increased by € 30 million, or 34 %, to € 119 million as of December
31, 2005. This increase was mainly due to a single restructuring case in Western Europe.

CREDIT LOSS EXPERIENCE AND ALLOWANCE FOR LOAN LOSSES

We establish an allowance for loan losses that represents our estimate of probable losses in our loan portfolio. The
responsibility for determining our allowance for loan losses rests with Credit Risk Management. The components of
this allowance are:

SPECIFIC LOSS COMPONENT

The specific loss component relates to all loans deemed to be impaired, following an assessment of the counterparty’s
ability to repay. A loan is considered to be impaired when we determine that it is probable that we will be unable to
collect all interest and principal due in accordance with the terms of the loan agreement. We determine the amount, if
any, of the specific provision we should make by taking into account the present value of expected future cash flows,
including cash flows that may result from foreclosure less costs for obtaining and selling the collateral, or the market
price of the loan.

We regularly re-evaluate all credit exposures that have already been specifically provided for, as well as all credit
exposures that appear on our watchlist.
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INHERENT LOSS COMPONENT
The inherent loss component relates principally to all other loans we do not consider impaired but which we believe to
have incurred some inherent loss on a portfolio basis and is comprised of:

— COUNTRY RISK ALLOWANCE. We establish a country risk allowance for loan exposures in countries where accord-
ing to management’s judgment a “transfer risk event” is probable. We determine the percentage rates for our
country risk allowance on the basis of historical loss experience and current market data, such as economic, politi-
cal and other relevant factors affecting a country’s financial condition. In making our decision we focus primarily on
the transfer risk ratings that we assign to a country and the amount and type of collateral.

— SMALLER-BALANCE STANDARDIZED HOMOGENEOUS LOAN LOSS ALLOWANCE. Our smaller-balance standardized
homogeneous loan portfolio includes smaller-balance personal loans, residential and nonresidential mortgage
loans, overdrafts, and loans to self-employed and small business customers of our private and retail business.
These loans are evaluated for inherent loss on a collective basis, based on analyses of historical loss experience
from each product type according to criteria such as past due status and collateral recovery values. The resulting
allowance encompasses the loss inherent both in performing loans, as well as in nonperforming loans within the
smaller-balance standardized homogeneous loan portfolio.

— OTHER INHERENT LOSS ALLOWANCE. The other inherent loss allowance represents our estimate of losses inher-
ent in our loan book that have not yet been individually identified, and reflects the imprecisions and uncertainties in
estimating our loan loss allowances. This estimate of inherent losses excludes those exposures we have already
considered when establishing our allowance for smaller-balance standardized homogeneous loans. It incorporates
the expected loss results, which we generate as part of our economic capital calculations, outlined above.

CHARGE-OFF POLICY

We take charge-offs based on Credit Risk Management's assessment when we determine that the loans are uncol-
lectible. We generally charge off a loan when all economically sensible means of recovery have been exhausted. Our
determination considers information such as the occurrence of significant changes in the borrower’s financial position
such that the borrower can no longer pay the obligation, or that the proceeds from collateral will not be sufficient to pay
the loan. For our smaller-balance standardized homogeneous loans, we generally take charge-offs when a product-
specific past due status has been reached.
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ALLOWANCE FOR LOAN LOSSES

The following table presents the components of our allowance for loan losses by industry of the borrower, and the
percentage of our total loan portfolio accounted for by those industry classifications, on the dates specified. The
breakdown between German and non-German borrowers is based on the country of domicile of our borrowers.

in € m. (except percentages) Dec 31, 2006 Dec 31, 2005
German:

Specific loan loss allowance:

Banks and insurance - 1% - 1%
Manufacturing 245 4% 288 4%
Households (excluding mortgages) 31 10 % 46 1%
Households — mortgages 11 16 % 14 18 %
Public sector - 1% - 1%
Wholesale and retail trade 109 2% 137 2%
Commercial real estate activities 183 6 % 261 7%
Other 205 8% 229 8%

Specific German loan loss allowance total 784 975

Inherent loss allowance 439 461

German total 1,223 48 % 1,436 52 %

Non-German:

Specific loan loss allowance 284 255

Inherent loss allowance 247 237

Non-German total 531 52 % 492 48 %

Total allowance for loan losses 1,754 100 % 1,928 100 %

Total specific allowance 1,068 1,230

Total inherent loss allowance 686 698

Total allowance for loan losses 1,754 1,928

MOVEMENTS IN THE ALLOWANCE FOR LOAN LOSSES

We record increases to our allowance for loan losses as an expense on our Consolidated Statement of Income. If we
determine that we no longer require allowances we have previously established, we decrease our allowance and
record the amount as a reduction of the provision on our Consolidated Statement of Income. Charge-offs reduce our
allowance while recoveries increase the allowance without affecting the Consolidated Statement of Income.
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The following table sets forth a breakdown of the movements in our allowance for loan losses for the periods specified.

in € m. (except percentages) 2006 2005
Allowance at beginning of year 1,928 2,345
Charge-offs:

German:

Banks and insurance 2 1

Manufacturing 78 61

Households (excluding mortgages) 244 216

Households — mortgages 35 36

Public sector - -

Wholesale and retail trade 40 54

Commercial real estate activities 100 112

Lease financing - 3

Other 109 162
German total 608 645
Non-German:

Excluding lease financing 135 373

Lease financing only 1 -
Non-German total 136 373
Total charge-offs 744 1,018
Recoveries:

German:

Banks and insurance 1 1

Manufacturing 19 11

Households (excluding mortgages) 45 41

Households — mortgages 8 -

Public sector - -

Wholesale and retail trade 9 10

Commercial real estate activities 7 4

Lease financing -

Other 42 42
German total 131 109
Non-German:

Excluding lease financing 133 61

Lease financing only - -
Non-German total 133 61
Total recoveries 264 170
Net charge-offs 480 848
Provision for loan losses 330 374
Other changes (currency translation and allowance related to acquisitions/divestitures) (24) 57
Allowance at end of year 1,754 1,928
Percentage of total net charge-offs to average loans for the year 0.29 % 0.58 %

Our allowance for loan losses as of December 31, 2006 was € 1.8 billion, a 9 % decrease from the € 1.9 billion reported
at the end of 2005. The reduction in our allowance was principally due to charge-offs exceeding our net provisions.

Our gross charge-offs amounted to €744 million in 2006, a decrease of €274 million, or 27 %, from 2005. Of the

charge-offs for 2006, € 284 million were related to our corporate credit exposure, mainly driven by our German portfo-
lio, and €460 million were related to our consumer credit exposure.
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Our provision for loan losses in 2006 was € 330 million, down € 44 million, or 12 %, from the prior year, reflecting tight
credit risk management, positive results of workout processes as well as the continued benign credit environment. In
2006, our total loan loss provision was principally driven by our smaller-balance standardized homogeneous loan
portfolio.

Our specific loan loss allowance was € 1.1 billion as of December 31, 2006, a decrease of € 162 million, or 13 %, from
2005. The change in our allowance is comprised of net charge-offs of € 153 million, a decrease of € 13 million as a
result of exchange rate movements and a net specific loan loss provision of €5 million, which was 91 % lower than in
the previous year. The specific loan loss allowance is the largest component of our total allowance for loan losses.

Our inherent loan loss allowance totaled € 686 million as of December 31, 2006, a marginal decrease from the level at
the end of 2005 (€ 698 million).

Our allowance for loan losses as of December 31, 2005 was € 1.9 billion, an 18 % decrease from the € 2.3 billion re-
ported at the end of 2004. The reduction in our allowance was principally due to charge-offs exceeding our net provi-
sions.

Our gross charge-offs amounted to € 1.0 billion in 2005. Of the charge-offs for 2005, € 580 million were related to our
corporate credit exposure, mainly driven by our German and American portfolios, and € 437 million were related to our
consumer credit exposure.

Our provision for loan losses in 2005 was € 374 million, reflecting tight credit risk management, positive results of
workout processes as well as the overall benign credit environment. In 2005, our total loan loss provision was princi-
pally driven by our smaller-balance standardized homogeneous loan portfolio.

Our specific loan loss allowance was € 1.2 billion as of December 31, 2005. The €424 million decrease in our allow-
ance in 2005 is comprised of net charge-offs of €518 million and a net specific loan loss provision of € 52 million, which
includes a € 72 million net release for non-German clients and a € 42 million increase from currency translation. Nota-
bly, the specific loan loss allowance is the largest component of our total allowance for loan losses.

Our inherent loan loss allowance totaled € 698 million as of December 31, 2005, slightly above the level at the end of
2004 (€691 million). Movements in this component include € 365 million net provision being offset by € 330 million net
charge-offs for our smaller-balance standardized homogeneous loan portfolio, and a € 23 million net reduction in our
other inherent loss allowance.
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NON-GERMAN COMPONENT OF THE ALLOWANCE FOR LOAN LOSSES
The following table presents an analysis of the changes in the non-German component of the allowance for loan
losses. As of December 31, 2006, 30 % of our total allowance was attributable to international clients.

in€m. 2006 2005
Allowance at beginning of year 492 800
Charge-offs 136 373
Recoveries 133 61
Net charge-offs 3 312
Provision for loan losses 66 (53)
Other changes (currency translation and allowance related to acquisitions/divestitures) (24) 57
Allowance at end of year 531 492

ALLOWANCE FOR OFF-BALANCE SHEET POSITIONS
The following table shows the activity in our allowance for off-balance sheet positions, which comprises contingent
liabilities and lending-related commitments.

in€m. 2006 2005
Allowance at beginning of year 329 345
Provision for off-balance sheet positions (50) (24)
Other changes (currency translation and allowance related to acquisitions/divestitures) (8) 8
Allowance at end of year 271 329

SETTLEMENT RISK

Our trading activities may give rise to risk at the time of settlement of those trades. Settlement risk is the risk of loss
due to the failure of a counterparty to honor its obligations to deliver cash, securities or other assets as contractually
agreed.

For many types of transactions, we mitigate settlement risk by closing the transaction through a clearing agent, which
effectively acts as a stakeholder for both parties, only settling the trade once both parties have fulfilled their sides of
the bargain.

Where no such settlement system exists, as is the case with some foreign exchange trades, the simultaneous com-
mencement of the payment and the delivery parts of the transaction is common practice between trading partners
(free settlement). In these cases, we may seek to mitigate our settlement risk through the execution of bilateral pay-
ment netting agreements. We are also an active participant in industry initiatives to reduce settlement risks. Accep-
tance of settlement risk on free settlement trades requires approval from our credit risk personnel, either in the form of
pre-approved settlement risk limits, or through transaction-specific approvals. We do not aggregate settlement risk
limits with other credit exposures for credit approval purposes, but we take the aggregate exposure into account when
we consider whether a given settlement risk would be acceptable.
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MARKET RISK

Substantially all of our businesses are subject to the risk that market prices and rates will move and result in profits or
losses for us. We distinguish among four types of market risk:

— Interest rate risk;

— Equity price risk;

— Foreign exchange risk; and
— Commodity price risk.

The interest rate and equity price risks consist of two components each. The general risk describes value changes
due to general market movements, while the specific risk has issuer-related causes.

MARKET RISK MANAGEMENT FRAMEWORK

We assume market risk in both our trading and our nontrading activities. We assume risk by making markets and
taking positions in debt, equity, foreign exchange, other securities and commaodities as well as in equivalent deriva-
tives.

We use a combination of risk sensitivities, value-at-risk, stress testing and economic capital metrics to manage market
risks and establish limits. Economic capital is the metric we use to describe and aggregate all our market risks, both in
trading and nontrading portfolios. Value-at-risk is a common metric we use in the management of our trading market
risks.

Our Management Board and Risk Executive Committee, supported by Market Risk Management, which is part of our
independent risk and capital management function, set a Group-wide value-at-risk limit for the market risks in the
trading book. Market Risk Management sub-allocates this overall limit to our Group Divisions. Below that, limits are
allocated to specific business lines and trading portfolio groups and geographical regions.

Our value-at-risk disclosure for the trading businesses is based on our own internal value-at-risk model. In October
1998, the German Banking Supervisory Authority (now the BaFin) approved our internal value-at-risk model for calcu-
lating the market risk capital for our general and specific market risks. Since then the model has been periodically
reviewed and approval has been maintained.

Our value-at-risk disclosure is intended to ensure consistency of market risk reporting for internal risk management,
for external disclosure and for regulatory purposes. The overall value-at-risk limit for our Corporate and Investment
Bank Group Division was € 90 million throughout the year 2006 and the overall value-at-risk limit for our consolidated
Group trading positions was €92 million (with a 99 % confidence level, as described below, and a one-day holding
period), both unchanged from the previous year.
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SPECIFICS OF MARKET RISK REPORTING UNDER GERMAN BANKING REGULATIONS

German banking regulations stipulate specific rules for market risk reporting, which concern in particular the consolida-
tion of entities, the calculation of the overall market risk position, as well as the determination of which assets are
trading assets and which are nontrading assets:

— CONSOLIDATION. For German regulatory purposes we do not consolidate entities other than banking institutions,
financial services institutions, financial enterprises, bank service enterprises and certain fund management com-
panies. However, we do consolidate a number of entities under U.S. GAAP, which we do not consolidate for Ger-
man regulatory purposes. These companies mainly include variable interest entities.

— OVERALL MARKET RISK POSITION. We do not include in our market risk disclosure the foreign exchange risk aris-
ing from currency positions that German banking regulations permit us to exclude from market risk reporting.
These are currency positions which are fully deducted from, or covered by, equity capital recognized for regulatory
reporting as well as participating interests, including shares in affiliated companies that we record in foreign cur-
rency and value at historical cost (structural currency positions). Our largest structural currency positions arise
from our investments in entities located in the United States.

— DEFINITION OF TRADING ASSETS AND NONTRADING ASSETS. The regulatory definition of trading book and banking
book assets generally parallels the definition of trading and nontrading assets under U.S. GAAP. However, due to
specific differences between the regulatory and accounting framework, certain assets are classified as trading
book for market risk reporting purposes even though they are nontrading assets under U.S. GAAP. Conversely,
we also have assets that are assigned to the banking book even though they are trading assets under U.S. GAAP.

VALUE-AT-RISK ANALYSIS

The value-at-risk approach derives a quantitative measure for our trading book market risks under normal market
conditions, estimating the potential future loss (in terms of market value) that will not be exceeded in a defined period
of time and with a defined confidence level. The value-at-risk measure enables us to apply a constant and uniform
measure across all of our trading businesses and products. It also facilitates comparisons of our market risk estimates
both over time and against our daily trading results.

We calculate value-at-risk for both internal and regulatory reporting using a 99 % confidence level, in accordance with
BIS rules. For internal reporting, we use a holding period of one day. For regulatory reporting, the holding period is ten
days.

We believe that our value-at-risk model takes into account all material risk factors assuming normal market conditions.
Examples of these factors are interest rates, equity prices, foreign exchange rates and commodity prices, as well as
their implied volatilities. The model incorporates both linear and, especially for derivatives, nonlinear effects of the risk
factors on the portfolio value. The statistical parameters required for the value-at-risk calculation are based on a 261
trading day history (corresponding to at least one calendar year of trading days) with equal weighting being given to
each observation. We generally calculate value-at-risk using the Monte Carlo simulation technique and assuming that
changes in risk factors follow a normal or logarithmic normal distribution. However, we still utilize a variance-
covariance approach to calculate specific interest rate risk for some portfolios, such as in our credit trading business.

To determine our aggregated value-at-risk, we use historically observed correlations between the different general

market risk factors. However, when aggregating general and specific market risks, we assume that there is zero corre-
lation between them.
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BACK-TESTING

We use back-testing in our trading units to verify the predictive power of the value-at-risk calculations. In back-testing,
we focus on the comparison of hypothetical daily profits and losses under the buy-and-hold assumption (in accor-
dance with German regulatory requirements) with the estimates from our value-at-risk model.

A committee chaired by Market Risk Management and with participation from Market Risk Operations and Finance
meets on a quarterly basis to discuss back-testing results of our Group as a whole and of individual businesses. The
committee analyzes performance fluctuations and assesses the predictive power of our value-at-risk model, which in
turn allows us to improve the risk estimation process.

STRESS TESTING AND ECONOMIC CAPITAL

While value-at-risk, calculated on a daily basis, supplies forecasts for potential large losses under normal market con-
ditions, we also perform stress tests in which we value our trading portfolios under extreme market scenarios not
covered by the confidence interval of our value-at-risk model.

The quantification of market risk under extreme stress scenarios forms the basis of our assessment of the economic
capital that we estimate is needed to cover the market risk in all of our positions. Underlying risk factors applicable to
the different products are stressed, meaning that we assume a sudden change, according to pre-defined scenarios.
We derive the stress scenarios from historic worst case scenarios adjusted for structural changes in current markets
and liquidity.

For example, we calculate country-specific event risk scenarios for all Emerging Markets and assess these event risk
results daily. A specialist committee reviews the country risk ratings and scenario loss limits monthly. Ad hoc reviews
take place as required.

In addition to the country-specific event risk scenarios for Emerging Markets, we also run regular market stress sce-
narios on the positions of every major portfolio. This is done weekly for the trading portfolios and monthly for the non-
trading portfolios.

Our stress test scenarios include:

— Price and volatility risks for interest rates, equity prices, foreign exchange and commaodity prices for industrialized
countries. This covers both trading and nontrading securities and investments, as well as trading book derivatives
portfolios and includes many basis risks.

— Emerging Markets' risks, including equity price declines, increases in interest rates and currency devaluations.

— Credit spread risks for bonds, credit derivatives and traded loans of both industrialized and Emerging Markets
countries.

— Underwriting risks in debt and equity capital markets for industrialized countries.

We calculate economic capital by aggregating losses from those stress scenarios using correlations that reflect
stressed market conditions (rather than the normal market correlations used in the value-at-risk model).

Our economic capital usage for market risk arising from the trading units totaled € 1.6 billion at year-end 2006, materi-
ally unchanged compared to year-end 2005.
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LIMITATIONS OF OUR PROPRIETARY RISK MODELS
Although we believe that our proprietary market risk models are of a high standard, we are committed to their ongoing
development and allocate substantial resources to reviewing and improving them.

Our stress testing results and economic capital estimations are necessarily limited by the number of stress tests exe-
cuted and that not all downside scenarios can be predicted and simulated. While the risk managers have used their
best judgment to define worst case scenarios based upon the knowledge of past extreme market moves, it is possible
for our market risk positions to lose more value than even our economic capital estimates.

Our value-at-risk analyses should also be viewed in the context of the limitations of the methodology we use and are
therefore not maximum amounts that we can lose on our market risk positions. The limitations of the value-at-risk
methodology include the following:

— The use of historical data as a proxy for estimating future events may not capture all potential events, particularly
those that are extreme in nature.

— The assumption that changes in risk factors follow a normal or logarithmic normal distribution. This may not be the
case in reality and may lead to an underestimation of the probability of extreme market movements.

— The use of a holding period of one day (or ten days for regulatory value-at-risk calculations) assumes that all posi-
tions can be liquidated or hedged in that period of time. This assumption does not fully capture the market risk aris-
ing during periods of illiquidity, when liquidation or hedging in that period of time may not be possible. This is par-
ticularly the case for the use of a one-day holding period.

— The use of a 99 % confidence level does not take account of, nor makes any statement about, any losses that
might occur beyond this level of confidence.

— We calculate value-at-risk at the close of business on each trading day. We do not subject intra-day exposures to
intra-day value-at-risk calculations.

— Value-at-risk does not capture all of the complex effects of the risk factors on the value of positions and portfolios
and could, therefore, underestimate potential losses. For example, the way sensitivities are represented in our
value-at-risk model may only be exact for small changes in market parameters.

The aggregate value-at-risk estimates for our trading market risk are adequate risk estimates when measured against
our back-testing procedures (as shown by the number of hypothetical buy-and-hold portfolio losses against the pre-
dicted value-at-risk). However, we acknowledge the limitations in the value-at-risk methodology by supplementing the
value-at-risk limits with other position and sensitivity limit structures, as well as with stress testing, both on individual
portfolios and on a consolidated basis.

VALUE-AT-RISK OF THE TRADING UNITS OF OUR CORPORATE AND INVESTMENT BANK GROUP
DIVISION

The following table shows the value-at-risk (with a 99 % confidence level and a one-day holding period) of the trading
units of our Corporate and Investment Bank Group Division. Our trading market risk outside of these units is immate-
rial. “Diversification effect” reflects the fact that the total value-at-risk on a given day will be lower than the sum of the
values-at-risk relating to the individual risk classes. Simply adding the value-at-risk figures of the individual risk classes
to arrive at an aggregate value-at-risk would imply the assumption that the losses in all risk categories occur simulta-
neously.
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Value-at-risk of Total Diversification Interest rate Equity price Foreign Commodity
Trading Units effect risk risk exchange risk price risk
in€m. 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
Average 69.5 65.8 (49.2) (37.5) 51.0 52.8 4.7 33.3 14.1 10.3 11.8 7.0
Maximum 82.0 79.2 (65.5) (47.4) 66.1 61.6 60.2 43.1 46.2 18.2 25.0 1.3
Minimum 58.3 57.8 (38.5) (29.4) 42.1 41.9 31.4 229 4.5 55 512 3.5
Year-end 76.9 69.8 (44.0) (40.9) 50.3 55.3 53.0 32.8 12.2 12.9 5.4 9.6

The following graph shows the daily aggregate value-at-risk of our trading units in 2006, including diversification ef-
fects, and actual income of the trading units throughout the year.

INCOME OF TRADING UNITS AND VALUE-AT-RISK IN 2006
in€m.
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While we have taken selective trading opportunities and risks throughout the year, our value-at-risk for the trading
units remained within a band between € 58.3 million and € 82.0 million. The higher value-at-risk levels continue to be

driven by interest rate risk exposures and/or equity positions. The average value-at-risk in 2006 was € 69.5 million,
which is 5.5 % above the 2005 average of € 65.8 million.

Our trading units achieved a positive actual income for over 96 % of the trading days in 2006 (over 93 % in 2005). On
no trading day in either year did they incur an actual loss that exceeded the value-at-risk estimate for that day.

In our regulatory back-testing in 2006, we observed three outliers, which are hypothetical buy-and-hold losses that
exceeded our value-at-risk estimate for the trading units as a whole. This is in line with the two to three outliers a year
that are statistically expected when using a 99 % confidence level value-at-risk model. All outliers were driven by ex-
ceptionally high levels of volatility in equity markets.
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The following histogram illustrates the distribution of actual daily income of our trading units in 2006. The histogram
displays the number of trading days on which we reached each level of trading income shown on the horizontal axis in
millions of euro.

INCOME OF TRADING UNITS IN 2006

in€m.
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MARKET RISK IN OUR NONTRADING PORTFOLIOS

The market risk in our nontrading portfolios, as measured by economic capital, slightly decreased from € 1.4 billion at
year-end 2005 to € 1.3 billion at year end 2006.

MANAGEMENT OF OUR NONTRADING PORTFOLIOS

The Capital and Risk Committee supervises our nontrading asset activities. It has responsibility for the alignment of
our group-wide risk appetite, capitalization requirements and funding needs based on group-wide, divisional and sub-
divisional business strategies. Its responsibilities also include regular review of the exposures within the nontrading
asset portfolio and associated stress test results, performance review of acquisitions and investments, allocating risk
limits to the Business Divisions within the framework established by the Management Board and approval of policies
in relation to nontrading asset activities. Multiple members of the Capital and Risk Committee are also members of the
Group Investment Committee, ensuring a close link between both committees.

Our dedicated Investment Risk Management team was carved out of the Market Risk Management team and was
established within our risk and capital management function during 2006 to specialize in risk-related aspects of our
nontrading activities. Investment Risk Management performs monthly reviews of the risk profile of the nontrading asset

portfolios, including market values, economic capital estimates, limit usages, performance and pipeline activity.

The policies and procedures governing our nontrading activities are ratified by the Risk Executive Committee.

F-83



2006 // FINANCIAL REPORT MARKET RISK

ASSESSMENT OF MARKET RISK IN OUR NONTRADING PORTFOLIOS

Unlike for our trading portfolios we do not use value-at-risk as the primary metric to assess the market risk in our non-
trading portfolios due to the nature of these positions as well as the lack of transparency of some of the pricing. Rather
we assess the market risk in our nontrading portfolios through the use of stress testing procedures that are particular
to each risk class and which consider, among other factors, large historically observed market moves as well as the
liquidity of each asset class. This assessment forms the basis of our economic capital estimates which enable us to
monitor and manage the nontrading market risk positions actively using a methodology which is consistent with that
used for the trading market risk positions. As an example, for our industrial holdings we apply individual price shocks
between 22 % and 38 %, which are based on historically observed market moves. In addition, we consider value re-
ductions between 10% and 15 % to reflect liquidity constraints. For private equity exposures, all our positions are
stressed using our standard credit risk economic capital model as well as market price shocks up to 100 %, depending
on the individual asset. See also section “Risk Management Tools — Economic Capital” and “Market Risk — Stress
Testing and Economic Capital”.

NONTRADING MARKET RISK BY RISK CLASS

The biggest market risk in our nontrading portfolios is equity price risk. The vast majority of the interest rate and for-
eign exchange risks arising from our nontrading asset and liability positions has been transferred through internal
hedges to our Global Markets Business Division within our Corporate and Investment Bank Group Division and is thus
managed on the basis of value-at-risk as reflected in our trading value-at-risk numbers.

NONTRADING MARKET RISK BY GROUP DIVISION

There is nontrading market risk held and managed in each of our Group Divisions. The nontrading market risk in our
Corporate Investments Group Division remains the biggest in the Group and is incurred through private equity invest-
ments, industrial holdings and other corporate investments. Our Private Clients and Asset Management Group Divi-
sion primarily assumes nontrading market risk through its proprietary investments in real estate, hedge funds and
mutual funds, which support the client asset management businesses primarily in the form of minority seed and co-
invest fund capital. In our Corporate and Investment Bank Group Division the most significant part arises from princi-
pal investments.

CARRYING VALUE AND ECONOMIC CAPITAL USAGE FOR OUR NONTRADING PORTFOLIOS
The table below shows the carrying values and economic capital usages separately for our major industrial holdings,
other corporate investments and alternative assets.

Nontrading Portfolios Carrying value Economic capital usage
in € bn. Dec 31, 2006 Dec 31, 2005 Dec 31, 2006 Dec 31, 2005
Major industrial holdings 5.0 4.1 0.2 0.3
Other corporate investments 2.5 4.2 0.6 0.5
Alternative assets: 2.5 2.5 0.5 0.7
Principal investments’ 1.1 1.1 0.4 0.4
Real estate 1.1 1.1 0.1 0.2
Hedge funds? 0.3 0.4 0.0 0.0
Total 10.0 10.9 1.3 14

1 Principal investments include transactions previously disclosed as Private Equity.
2 There is a small economic capital usage of € 40 million as of December 31, 2006 and € 39 million as of December 31, 2005.
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Our economic capital usage for these nontrading asset portfolios totaled € 1.3 billion at year-end 2006, which is
€0.1 billion, or 7 %, below our economic capital usage at year-end 2005. This decrease primarily reflects the reduced
risk of our alternative assets portfolio as well as the reduced risk from major industrial holdings.

— MAJOR INDUSTRIAL HOLDINGS. The decrease in economic capital usage for our major industrial holdings was
primarily driven by an increase of unrealized gains. Our economic capital usage of €0.2 billion at year-end 2006
was mainly due to the residual shareholding in DaimlerChrysler AG, while the economic capital usage for our other
industrial holdings was comparatively small due to our unrealized gains associated with these holdings.

— OTHER CORPORATE INVESTMENTS. The decrease in the carrying value of other corporate investments was largely
due to the transfer of the residual shareholding of 27.99 % in EUROHYPO AG to Commerzbank AG in 2006. This
transfer was agreed in 2005 and already reflected in the economic capital usage at year-end 2005. The economic
capital usage of € 0.6 billion for our other corporate investments at year-end 2006 was driven by our mutual fund
investments and a few other corporate investments.

— ALTERNATIVE ASSETS. Our alternative assets include principal investments, real estate investments (including
mezzanine debt) and small investments in hedge funds. Principal investments are composed of direct investments
in private equity, mezzanine debt, short-term investments in financial sponsor leveraged buy-out funds, bridge
capital to leveraged buy-out funds and private equity led transactions. The alternative assets portfolio is well diver-
sified and continues to be dominated by principal investments and real estate investments. Within our principal in-
vestments portfolio, we shifted our focus from longer-term private equity investments to investments that we plan
to repackage and redistribute within a short to medium timeframe.

In our total economic capital figures no diversification benefits between these different asset categories are currently
taken into account.

MAJOR INDUSTRIAL HOLDINGS

The following table shows the percentage share of capital and the market values of our major industrial holdings which
were directly and/or indirectly attributable to us at year-end 2006, and the corresponding holdings at year-end 2005.
Our Corporate Investments Group Division currently plans to continue selling most of its publicly listed holdings over
the next few years, subject to the legal environment and market conditions.

Major industrial holdings Share of capital (in %) Market value (in € m.)
Name Country of domicile Dec 31, 2006 Dec 31, 2005 Dec 31, 2006 Dec 31, 2005
DaimlerChrysler AG Germany 4.4 4.4 2,103 1,930
Allianz SE Germany 22 24 1,494 1,234
Linde AG Germany 7.8 10.0 983 785
Fiat S.p.A. Italy 0.8 0.8 144 73
Deutsche Borse Germany 1.0 - 142 -
Other N/M N/M N/M 108 122
Total 4,975 4,144

N/M — Not meaningful
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LIQUIDITY RISK

Liquidity Risk Management safeguards the ability of the bank to meet all payment obligations when they come due.
Our liquidity risk management framework has been an important factor in maintaining adequate liquidity and a healthy
funding profile during the year 2006.

LIQUIDITY RISK MANAGEMENT FRAMEWORK

Treasury & Capital Management is responsible for the management of liquidity risk. Our liquidity risk management
framework is designed to identify, measure and manage the liquidity risk position. The underlying policies are re-
viewed and approved on a regular basis by the Risk Executive Committee. The policies define the methodology which
is applied to the Group.

Our liquidity risk management approach starts at the intraday level (operational liquidity) managing the daily payment
queue, forecasting cash flows and factoring in our access to Central Banks. It then covers tactical liquidity risk man-
agement dealing with the access to unsecured funding sources and the liquidity characteristics of our asset inventory
(Asset Liquidity). Finally, the strategic perspective comprises the maturity profile of all assets and liabilities (Funding
Matrix) on our balance sheet and our Issuance Strategy.

Our cash flow based reporting tool provides daily liquidity risk information to global and regional management.

Our liquidity position is subject to stress testing and scenario analysis to evaluate the impact of sudden stress events.
The scenarios are based on historic events, case studies of liquidity crises and models using hypothetical events.

SHORT-TERM LIQUIDITY

Our reporting tool tracks cash flows on a daily basis over an 18-month horizon. This scheme allows management to
assess our short-term liquidity position in any location and region and globally on a by-currency, by-product and by-
division basis. The system captures all of our cash flows from transactions on our balance sheet, as well as liquidity
risks resulting from off-balance sheet transactions. We model products that have no specific contractual maturities
using statistical methods to capture the behavior of their cash flows. Liquidity outflow limits (Maximum Cash Outflow
Limits), which have been set to limit cumulative global and local cash outflows, are monitored on a daily basis and
ensure our access to liquidity.

UNSECURED FUNDING

Unsecured funding is a finite resource. Total unsecured funding represents the amount of external liabilities which we
take from the market irrespective of instrument, currency or tenor. Unsecured funding is measured on a regional basis
by currency and aggregated to a global utilization report. The Risk Executive Committee sets limits by business divi-
sion to protect our access to unsecured funding at attractive levels.

ASSET LIQUIDITY

The Asset Liquidity component tracks the volume and booking location within our consolidated inventory of unencum-
bered, liquid assets which we can use to raise liquidity via secured funding transactions. Securities inventories include
a wide variety of different securities. In a first step, we segregate illiquid and liquid securities in each inventory. Subse-
quently we assign liquidity values to different classes of liquid securities.

The liquidity of these assets is an important element in protecting us against short-term liquidity squeezes. In addition,
we continue to keep a portfolio of highly liquid securities in major currencies around the world to supply collateral for
cash needs associated with clearing activities in euro, U.S. dollar and other currencies. As a result of various efficiency
initiatives in security settlement systems, we were able to reduce this dedicated portfolio by 13 % to € 17.6 billion as of
December 31, 2006.
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FUNDING DIVERSIFICATION

Diversification of our funding profile in terms of investor types, regions, products and instruments is an important ele-
ment of our liquidity risk management framework. Our core funding resources, such as retail, small/mid-cap and fidu-
ciary deposits as well as long-term capital markets funding, form the cornerstone of our liability profile. Customer de-
posits, funds from institutional investors and interbank funding are additional sources of funding. We use interbank
deposits primarily to fund liquid assets.

The following chart shows the composition of our external unsecured liabilities that contribute to the liquidity risk posi-
tion (which excludes, for example, structured arrangements which are self-funding) as of December 31, 2006 and
December 31, 2005, both in euro billion and as a percentage of our total external unsecured liabilities.

EXTERNAL UNSECURED LIABILITIES BY PRODUCT
in € bn.

W December 2006: total € 465 billion
December 2006: total € 462 billion
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FUNDING MATRIX

We have mapped all funding-sensitive assets and all liabilities into time buckets corresponding to their maturities to
compile a maturity profile (Funding Matrix). Given that trading assets are typically more liquid than their contractual
maturities suggest, we have determined individual liquidity profiles reflecting their relative liquidity value. We have
taken assets and liabilities from the retail bank that show a behavior of being renewed or prolonged regardless of
capital market conditions (mortgage loans and retail deposits) and assigned them to time buckets reflecting the ex-
pected prolongation. Wholesale banking products are included with their contractual maturities.

The Funding Matrix identifies the excess or shortfall of assets over liabilities in each time bucket and thus allows us to
identify and manage open liquidity exposures. The Funding Matrix is a key input parameter for our annual capital
market issuance plan, which upon approval by the Capital and Risk Committee establishes issuing targets for securi-
ties by tenor, volume and instrument.
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In 2006, Treasury & Capital Management issued capital market instruments with a total value of approximately
€21 billion.

For information regarding the maturity profile of our long-term debt, please refer to Note [17] of our consolidated finan-
cial statements.

STRESS TESTING AND SCENARIO ANALYSIS

We employ stress testing and scenario analysis to evaluate the impact of sudden stress events on our liquidity posi-
tion. The scenarios are based on historic events (such as the stock market crash of 1987, the U.S. liquidity crunch of
1990 and the terrorist attacks of September 11, 2001), case studies of liquidity crises and models using hypothetical
events. The last includes internal scenarios such as operational risk events, a rating downgrade of the Bank by 1 and
3 notches respectively and external scenarios such as a market risk event, Emerging Markets crises and systemic
shock. Under each of these scenarios we assume that all maturing loans to customers will need to be rolled over and
require funding whereas rollover of liabilities will be partially impaired resulting in a funding gap. We then model the
steps we would take to counterbalance the resulting net shortfall in funding needs. Action steps would include selling
assets, switching from unsecured to secured funding and adjusting the price we would pay for liabilities (gap closure).

This analysis is fully integrated within the existing liquidity risk management framework. We track contractual cash
flows per currency and product over an eight-week horizon (which we consider the most critical time span in a liquidity
crisis) and apply the relevant stress case to each product. Asset Liquidity complements the analysis.

Our stress testing analysis provides guidance as to our ability to generate sufficient liquidity under critical conditions
and is a valuable input parameter when defining our target liquidity risk position. The analysis is performed monthly.
The following table is illustrative for our stress testing results as of December 31, 2006. For each scenario, the table
shows what our maximum funding gap would be over an eight-week horizon after occurrence of the triggering event.
We analyze whether the risk to our liquidity would be temporary and whether it would improve or worsen over time.
We determine how much liquidity we believe we would have been able to generate at the time to close the gap.

Scenario Funding gap1 Liquidity impact Gap closure?

(in € bn.) (in € bn.)
Market risk 8.7  Gradually increasing 17.7
Emerging markets 23.7  Gradually increasing 140.1
Systemic shock 31.5  Temporary disruption 84.2
Operational risk 19.3  Temporary disruption 124.9
DB downgrade to A1/P1 (short term) and A1/A+ (long term) 30.2  Gradually increasing 155.0
DB downgrade to A2/P2 (short term) and A3/A- (long term) 108.0  Gradually increasing 155.0

1 Funding gap after assumed partially impaired rollover of liabilities.
2 Maximum liquidity generation based on counterbalancing and asset liquidity opportunities.

With the increasing importance of liquidity management in the financial industry, we consider it important to confer with
central banks, supervisors, rating agencies and market participants on liquidity risk-related topics. We participate in a
number of working groups regarding liquidity and participate in efforts to create industry-wide standards that are ap-
propriate to evaluate and manage liquidity risk at financial institutions.

In addition to our internal liquidity management systems, the liquidity exposure of German banks is regulated by the

German Banking Act and regulations issued by the BaFin. We are in compliance with all applicable liquidity regula-
tions.
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CAPITAL MANAGEMENT

Capital is managed by Treasury & Capital Management at Group level and locally in each region. The allocation of
financial resources (capital and liquidity) in general and capital in particular favors business portfolios with the highest
positive impact on our profitability and shareholder value. As a result, Treasury & Capital Management periodically
reallocates available capital among business portfolios.

Treasury & Capital Management implements our capital strategy — which itself is developed by the Capital and Risk
Committee and approved by the Management Board — including the issuance and repurchase of shares. We are
committed to maintain our sound capitalization. Overall capital demand and supply are constantly monitored and
adjusted, if necessary, to meet the need for capital from various perspectives. These include book equity based on
U.S. GAAP accounting standards, regulatory capital based on BIS and economic capital. Our target for the BIS Tier |
capital ratio is to stay within an 8-9 % target range.

Milestones in capital management in 2006 were the completion of the share buy-back program 2005/06 and the start
of the share buy-back program 2006/07. Under the program 2005/06, which was completed in June 2006, 35.8 million
shares were repurchased. Based on the authority to buy back up to 10 % of total shares issued, which was granted at
the 2006 Annual General Meeting and expires at the end of October 2007, the share buy-back program 2006/07 was
launched in June 2006. The program serves equity-based compensation programs and allows us to return excess
capital to shareholders. Buy-backs were mainly funded from current earnings. As of December 31, 2006, 9.1 million
shares (approximately 1.7 % of our share capital) had been repurchased under the program 2006/07. In total,
28.8 million shares were repurchased in 2006 under our share buy-back programs.

In 2006, we issued € 1.1 billion hybrid Tier | capital. Total outstanding hybrid Tier | capital as of December 31, 2006
amounted to €4.5 billion.

The allocation and re-allocation of resources such as capital, the determination of our funding plan and other resource
issues are framed by the Capital and Risk Committee.

Regional capital plans covering the capital needs of our branches and subsidiaries are prepared on a semi-annual
basis and presented to the Group Investment Committee for approval. Most of our subsidiaries are subject to legal
and regulatory capital requirements. Local Asset and Liability Committees attend to those needs under the steward-
ship of regional Treasury & Capital Management teams. Furthermore, they safeguard compliance with requirements
such as restrictions on dividends allowable for remittance to Deutsche Bank AG or on the ability of our subsidiaries to
make loans or advances to the parent bank. In developing, implementing and testing our capital and liquidity, we take
such legal and regulatory requirements into account.
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OPERATIONAL RISK

We define operational risk as the potential for incurring losses in relation to employees, contractual specifications and
documentation, technology, infrastructure failure and disasters, projects, external influences and customer relation-
ships. This definition includes legal and regulatory risk, but excludes business and reputational risk.

ORGANIZATIONAL SET-UP

Group Operational Risk Management is an independent risk management function within Deutsche Bank. The Global
Head of Operational Risk Management is a member of the Risk Executive Committee and reports to the Chief Risk
Officer. The Operational Risk Management Committee is a permanent sub-committee of the Risk Executive Commit-
tee and is composed of representatives from Group Operational Risk Management, Operational Risk Officers from our
Business Divisions and select representatives from our infrastructure functions. The Operational Risk Management
Committee is the main decision-making committee for all operational risk management matters and approves our
Group standards for identification, measurement, assessment, reporting and monitoring of operational risk.

Group Operational Risk Management is responsible for defining the operational risk framework and related policies
while the responsibility for implementing the framework as well as the day-to-day operational risk management lies
with our Business Divisions. Based on this business partnership model we ensure close monitoring and high aware-
ness of operational risk. Group Operational Risk Management is structured into regional and functional teams. The
regional teams ensure consistent implementation of the overall operational risk framework and facilitate the pro-active
management of operational risk across the Group. The functional teams develop and implement the operational risk
management toolset and reporting, the Advanced Measurement Approach (AMA) methodology, monitor regulatory
requirements, perform value-added analysis and establish loss thresholds.

MANAGING OUR OPERATIONAL RISK
We manage operational risk based on a Group-wide consistent framework that enables us to determine our opera-
tional risk profile in comparison to our risk appetite and to define risk mitigating measures and priorities.

We apply a number of techniques to efficiently manage the operational risk in our business, for example:

— We perform bottom-up “self-assessments” resulting in a specific operational risk profile for the business lines high-
lighting the areas with high risk potential.

— We collect losses arising from operational risk events in our “db-Incident Reporting System” database.

— We capture and monitor key operational risk indicators in our tool “db-Score”.

— We capture action points resulting from “self-assessments” or risk indicators in “db-Track”. Within “db-Track” we
monitor the progress of the operational risk action points on an ongoing basis.

In 2006, we further refined our methodology for calculating economic capital for operational risk as part of our Basel Il

preparation for the Advanced Measurement Approach (AMA). We use this model for internal economic capital calcula-
tion and allocation purposes.
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Based on the organizational set-up, the governance and systems in place to identify and manage the operational risk
and the support of control functions responsible for specific operational risk types (e.g., Compliance, Corporate Secu-
rity & Business Continuity Management) we seek to optimize the management of operational risk. Future operational
risks — identified through forward-looking analysis — are managed via mitigation strategies such as the development of
back-up systems and emergency plans. Where appropriate, we purchase insurance against operational risks.

OVERALL RISK POSITION

The table below shows our overall risk position at year-end 2006 and 2005 as measured by the economic capital
calculated for credit, market, business and operational risk; it does not include liquidity risk.

Economic capital usage in € m. Dec 31, 2006 Dec 31, 2005
Credit risk 7,351 7,125
Market risk: 2,951 3,042
Trading market risk 1,605 1,595
Nontrading market risk 1,346 1,447
Operational risk 3,323 2,270
Diversification benefit across credit, market and operational risk’ (2,158) (563)
Sub-total credit, market and operational risk’ 11,467 11,874
Business risk 226 411
Total economic capital usage1 11,693 12,285

1 The amounts for December 31, 2005 include the diversification benefit across credit and market risk only.

To determine our overall (nonregulatory) risk position, we generally consider diversification benefits across risk types
except for business risk, which we aggregate by simple addition. During 2006, we enhanced our methodology to in-
clude operational risk into the calculation of the diversification benefit across risk types.

On December 31, 2006, our economic capital usage totaled €11.7 billion, which is €0.6 billion, or 5%, below the
€ 12.3 billion economic capital usage as of December 31, 2005.

The €0.2 billion, or 3 %, increase in credit risk economic capital is a reflection of higher credit risk relating to our trading
inventory (where economic capital rose by € 0.6 billion to € 1.5billion) while the risk increase resulting from volume
growth in our other credit exposures was more than offset by improved overall credit quality.

Our economic capital usage for market risk was reduced by 3 % to € 3.0 billion as of December 31, 2006. This reduc-
tion was driven by nontrading market risk, which decreased by € 101 million, or 7 %, reflecting the reduced risk of our
alternative assets portfolio as well as the reduced risk from major industrial holdings. Trading market risk economic
capital remained materially unchanged compared to December 31, 2005, as the impact of larger positions was offset
by an increase in the diversification benefit within trading market risk.

The increase in operational risk economic capital is mainly due to methodology enhancements, in particular in im-
proved modeling of the size of operational risk losses (severity). We estimate that the operational risk economic capi-
tal would have amounted to € 3.2 billion as of December 31, 2005, had we applied the enhanced severity methodology
at that time. Furthermore, in 2006 we included operational risk into the calculation of the diversification benefit across
risk types, which increased the cross-risk-type diversification benefit by approximately € 1.6 billion.
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The table below shows the economic capital usage of our business segments as of December 31, 2006.

2006 Corporate and Investment Bank Private Clients and Asset Management Corporate Total DB
1
Corporate Global Total Asset and Private & Total Invest- Group
Banking & Trans- Wealth Business ments
Securities action Manage- Clients
in€m. Banking ment
Total Economic Capital Usage 8,719 399 9,118 671 1,407 2,078 486 11,693

1 including € 10 million of Consolidation & Adjustments

The allocation of economic capital may change from time to time to reflect refinements in our risk measurement meth-
odology.

F-92



Consolidated Statement of Income

90 // 91

in € m., except per share data [Notes] 2006 2005 2004
Net interest revenues:
Interest revenues [23] 55,217 41,708 28,023
Interest expense [23] 48,298 35,707 22,841
Net interest revenues 6,919 6,001 5,182
Provision for loan losses [71, [8] 330 374 372
Net interest revenues after provision for loan losses 6,589 5,627 4,810
Noninterest revenues:
Commissions and fees from fiduciary activities 3,995 3,556 3,211
Commissions, broker’s fees, markups on securities underwriting and
other securities activities 5,019 4,057 3,711
Fees for other customer services 2,530 2,476 2,584
Trading revenues, net [30] 8,247 7,429 6,186
Net gains on securities available for sale [5] 407 1,055 235
Net income from equity method investments [6] 512 418 388
Other revenues [6], [13], [30] 709 648 421
Total noninterest revenues 21,419 19,639 16,736
Noninterest expenses:
Compensation and benefits [20], [24], [30] 12,649 10,993 10,222
Net occupancy expense of premises 1,020 1,014 1,258
Furniture and equipment 157 169 178
IT costs 1,586 1,539 1,726
Agency and other professional service fees 1,202 895 824
Communication and data services 634 599 599
Other expenses 2,412 3,178 2,291
Goodwill impairment/impairment of intangibles [12] 31 - 19
Restructuring activities [28] 192 767 400
Total noninterest expenses 19,883 19,154 17,517
Income before income tax expense and cumulative effect of
accounting changes 8,125 6,112 4,029
Income tax expense [25] 2,186 2,039 1,437
Effect from the reversal of 1999/2000 credits for tax rate changes [25] (1) 544 120
Income before cumulative effect of accounting changes, net of tax 5,940 3,529 2,472
Cumulative effect of accounting changes, net of tax [2] 46 - -
Net income 5,986 3,529 2,472
Earnings per common share (in €): [2], [26]
Basic:
Income before cumulative effect of accounting changes, net of tax 13.20 7.62 5.02
Cumulative effect of accounting changes, net of tax 0.10 - -
Net income 13.31 7.62 5.02
Diluted:
Income before cumulative effect of accounting changes, net of tax 11.46 6.95 4.53
Cumulative effect of accounting changes, net of tax 0.09 - -
Net income 11.55 6.95 4.53
Cash dividends declared per common share 2.50 1.70 1.50

The accompanying notes are an integral part of the Consolidated Financial Statements.
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Consolidated Statement
of Comprehensive Income

in€m. 2006 2005 2004
Net income 5,986 3,529 2,472
Other comprehensive income:
Reversal of 1999/2000 credits for tax rate changes 1) 544 120
Unrealized gains (losses) on securities available for sale:
Unrealized net gains arising during the year, net of tax and other’ 678 1,742 12
Net reclassification adjustment for realized net (gains) losses, net of applicable tax and other® (397) (1,004) (189)
Unrealized net gains (losses) on derivatives hedging variability of cash flows, net of tax® (53) (28) 40
Minimum pension liability, net of tax’* 4 (7) 1)
Foreign currency translation:
Unrealized net gains (losses) arising during the year, net of tax’ (862) 1,054 (719)
Net reclassification adjustment for realized net (gains) losses, net of tax® 14 1) -
Total other comprehensive income (loss)’ (617) 2,300 (737)
Comprehensive income 5,369 5,829 1,735

1

Amounts are net of income tax expense (benefit) of € (26) million, € 80 million and € 131 million for the years ended December 31, 2006, 2005 and 2004,
respectively, and adjustments to insurance policyholder liabilities and deferred acquisition costs of € (1) million, € 16 million and € 19 million for the years
ended December 31, 2006, 2005 and 2004, respectively.

Amounts are net of applicable income tax expense of € 70 million, € 70 million and € 40 million for the years ended December 31, 2006, 2005 and 2004,
respectively, and adjustments to insurance policyholder liabilities and deferred acquisition costs of € 10 million, € 12 million and € 6 million for the years
ended December 31, 2006, 2005 and 2004, respectively.

Amounts are net of income tax expense (benefit) of € (22) million, € (19) million and € 7 million for the years ended December 31, 2006, 2005 and 2004,
respectively.

Amounts are net of income tax expense (benefit) of € 2 million, € (5) million and € (1) million for the years ended December 31, 2006, 2005 and 2004,
respectively. The amount for 2006 represents the change to arrive at the notional minimum pension liability (net of tax) prior to the adoption of SFAS 158
at December 31, 2006.

Amounts are net of an income tax expense (benefit) of € 127 million, € (36) million and € 53 million for the years ended December 31, 2006, 2005 and
2004, respectively.

Amounts are net of an income tax expense of € 1 million, less than € 1 million, and € 4 million for the years ended December 31, 2006, 2005 and 2004,
respectively.

The adjustment to apply initially SFAS 158, net of tax, is not presented in the Consolidated Statement of Comprehensive Income for 2006. It is recorded
as a reclassification adjustment in the Consolidated Balance Sheet at December 31, 2006.

The accompanying notes are an integral part of the Consolidated Financial Statements.
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in € m. (except nominal value) [Notes]  Dec 31,2006  Dec 31, 2005
Assets:
Cash and due from banks [21] 7,009 6,571
Interest-earning deposits with banks [32] 19,470 11,963
Central bank funds sold and securities purchased under resale agreements [10], [32] 138,763 130,993
Securities borrowed [10], [32] 108,266 101,125
Trading assets [41, [10], [32]

of which € 84 billion was pledged to creditors and can be sold or repledged at

December 31, 2006 and December 31, 2005 516,839 448,393
Securities available for sale [5], [10], [32]

of which € 23 million and € 21 million were pledged to creditors and can be sold or

repledged at December 31, 2006 and 2005, respectively 22,054 21,675
Other investments [6], [32] 5,357 7,382
Loans, net [71, [8], [10], [31], [32] 168,134 151,355
Premises and equipment, net [10], [11] 4,149 5,079
Goodwill [12] 7,144 7,045
Other intangible assets, net [12] 1,267 1,198
Other assets [14], [25] 127,778 99,382
Total assets 1,126,230 992,161
Liabilities:
Deposits [15], [32] 408,782 380,787
Trading liabilities [4], [32] 218,854 194,347
Central bank funds purchased and securities sold under repurchase agreements [32] 187,129 143,524
Securities loaned [32] 23,240 24,581
Other short-term borrowings [16], [19], [32] 19,793 20,549
Other liabilities [14], [19], [24], [25], [28] 99,672 81,377
Long-term debt [171,[19], [32] 132,495 113,554
Obligation to purchase common shares [18] 3,457 3,506
Total liabilities 1,093,422 962,225
Shareholders’ equity:
Common shares, no par value, nominal value of € 2.56 [20] 1,343 1,420

Issued: 2006, 524.8 million shares; 2005, 554.5 million shares
Additional paid-in capital 14,424 11,672
Retained earnings 25,069 22,628
Common shares in treasury, at cost: (2,378) (3,368)

2006, 26.1 million shares; 2005, 49.0 million shares
Equity classified as obligation to purchase common shares [18] (3,457) (3,506)
Share awards - 2,121
Accumulated other comprehensive income (loss):

Deferred tax on unrealized net gains on securities available for sale relating to 1999 and

2000 tax rate changes in Germany (2,165) (2,164)

Unrealized net gains on securities available for sale, net of applicable tax and other 2,779 2,498

Unrealized net gains (losses) on derivatives hedging variability of cash flows, net of tax (44) 9

Adjustment to apply initially SFAS 158, net of tax (549) -

Minimum pension liability, net of tax - 8)

Foreign currency translation, net of tax (2,214) (1,366)
Total accumulated other comprehensive loss (2,193) (1,031)
Total shareholders’ equity [20], [22] 32,808 29,936
Total liabilities and shareholders’ equity 1,126,230 992,161

Commitments and contingent liabilities

[11], [30], [33]

The accompanying notes are an integral part of the Consolidated Financial Statements.
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Consolidated Statement of Changes in
Shareholders’ Equity

in€m. 2006 2005 2004
Common shares:

Balance, beginning of year 1,420 1,392 1,490
Common shares issued under share-based compensation plans 25 28 -
Retirement of common shares (102) - (98)
Balance, end of year 1,343 1,420 1,392
Additional paid-in capital:

Balance, beginning of year 11,672 11,147 11,147
Reclassification from share awards-common shares issuable 3,456 - -
Reclassification from share awards-deferred compensation (1,335) - -
Net change in share awards in the reporting period (109) - -
Common shares issued under share-based compensation plans 663 411 -
Tax benefits related to share-based compensation plans 75 110 -
Other 2 4 -
Balance, end of year 14,424 11,672 11,147
Retained earnings:

Balance, beginning of year, as previously reported 22,628 19,814 20,486
Effects of changes in accounting principles 13 - -
Balance, beginning of year 22,641 19,814 20,486
Net income 5,986 3,529 2,472
Cash dividends declared and paid (1,239) (868) (828)
Dividend related to equity classified as obligation to purchase common shares 180 117 96
Net gains on treasury shares sold 169 46 66
Retirement of common shares (2,667) - (2,472)
Other 1) (10) (6)
Balance, end of year 25,069 22,628 19,814
Common shares in treasury, at cost:

Balance, beginning of year (3,368) (1,573) (971)
Purchases of shares (39,023) (43,803) (34,471)
Sale of shares 36,191 41,598 30,798
Retirement of shares 2,769 - 2,570

Treasury shares distributed under share-based compensation plans 1,053 410 501

Balance, end of year (2,378) (3,368) (1,573)
Equity classified as obligation to purchase common shares:

Balance, beginning of year (3,506) (3,058) (2,310)
Additions (864) (814) (1,241)
Deductions 913 366 493

Balance, end of year (3,457) (3,506) (3,058)
Share awards — common shares issuable:

Balance, beginning of year 3,456 2,965 2,196

Reclassification to additional paid-in capital (3,456) - -
Deferred share awards granted, net - 901 1,270

Deferred shares distributed - (410) (501)
Balance, end of year - 3,456 2,965

Share awards - deferred compensation:

Balance, beginning of year (1,335) (1,452) (1,242)
Reclassification to additional paid-in capital 1,335 - -
Deferred share awards granted, net - (901) (1,270)
Amortization of deferred compensation, net - 1,018 1,060

Balance, end of year - (1,335) (1,452)
Accumulated other comprehensive income (loss):

Balance, beginning of year (1,031) (3,331) (2,594)
Reversal of 1999/2000 credits for tax rate changes 1) 544 120

Change in unrealized net gains on securities available for sale, net of applicable tax and other 281 738 177)
Change in unrealized net gains/losses on derivatives hedging variability of cash flows, net of tax (53) (28) 40

Adjustment to apply initially SFAS 158, net of tax’ (545) - -
Change in minimum pension liability, net of tax? 4 (7) 1)
Foreign currency translation, net of tax (848) 1,053 (719)
Balance, end of year (2,193) (1,031) (3,331)
Total shareholders’ equity, end of year 32,808 29,936 25,904

1 The amount consists of € (549) million related to unrecognized net actuarial losses and net prior service benefits, net of tax, and € 4 million to reverse
the notional minimum pension liability, net of tax, upon the initial application of SFAS 158 at December 31, 2006.

2 The amount for 2006 represents the change to arrive at the notional minimum pension liability, net of tax, prior to the adoption of SFAS 158.

The accompanying notes are an integral part of the Consolidated Financial Statements.
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in€m. 2006 2005 2004
Cash flows from operating activities:
Net income 5,986 3,529 2,472
Adjustments to reconcile net income to net cash used in operating activities:
Provision for loan losses 330 374 372
Restructuring activities 30 145 230
Gain on sale of securities available for sale, other investments, loans and other (953) (1,494) (476)
Deferred income taxes, net 84 964 838
Impairment, depreciation and other amortization and accretion 1,557 1,474 1,776
Cumulative effect of accounting changes, net of tax (46) - -
Share of net income from equity method investments (348) (333) (282)
Net change in:
Trading assets (67,689) (75,606) (42,461)
Other assets (32,895) (26,908) (15,566)
Trading liabilities 26,859 24,740 16,380
Other liabilities 15,748 10,699 7,538
Other, net 359 (1,544) 1,082
Net cash used in operating activities (50,978) (63,960) (28,097)
Cash flows from investing activities:
Net change in:
Interest-earning deposits with banks (7,146) 5,885 (4,573)
Central bank funds sold and securities purchased under resale agreements (7,554) (7,072) (11,679)
Securities borrowed (7,141) (35,495) 7,166
Loans (9,556) (14,062) 8,853
Proceeds from:
Sale of securities available for sale 10,131 11,673 21,145
Maturities of securities available for sale 5,349 2,815 3,560
Sale of other investments 5,593 1,868 2,081
Sale of loans 4,762 4,596 2,294
Sale of premises and equipment 426 274 451
Purchase of:
Securities available for sale (17,046) (13,981) (25,201)
Other investments (3,184) (1,602) (1,200)
Loans (6,888) (4,147) (2,726)
Premises and equipment (970) (701) (792)
Net cash received (paid) for business combinations/divestitures (1,944) 211 (223)
Other, net 161 99 116
Net cash used in investing activities (35,007) (49,639) (728)
Cash flows from financing activities:
Net change in:
Deposits 26,528 60,040 21,493
Securities loaned and central bank funds purchased and securities
sold under repurchase agreements 42,263 49,932 923
Other short-term borrowings (756) 452 3,399
Issuances of long-term debt 64,603 44 574 34,463
Repayments and extinguishments of long-term debt (42,944) (39,817) (25,773)
Common shares issued under employee benefit plans 680 439 -
Purchases of treasury shares (39,023) (43,803) (34,471)
Sale of treasury shares 36,380 41,640 30,850
Cash dividends paid (1,239) (868) (828)
Other, net 320 (485) 12
Net cash provided by financing activities 86,812 112,104 30,068
Net effect of exchange rate changes on cash and due from banks (389) 487 (300)
Net increase (decrease) in cash and due from banks 438 (1,008) 943
Cash and due from banks, beginning of the year 6,571 7,579 6,636
Cash and due from banks, end of the year 7,009 6,571 7,579
Interest paid 46,853 35,246 22,411
Income taxes paid, net 3,374 962 199

The accompanying notes are an integral part of the Consolidated Financial Statements.
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Notes to the Consolidated Financial Statements

[1] SIGNIFICANT ACCOUNTING POLICIES

Deutsche Bank Aktiengesellschaft (“Deutsche Bank” or the “Parent”) is a stock corporation organized under the laws
of the Federal Republic of Germany. Deutsche Bank together with all entities in which Deutsche Bank has a control-
ling financial interest (the “Group”) is a global provider of a full range of corporate and investment banking, private
clients and asset management products and services. For a discussion of the Group’s business segment information,
see Note [27].

The accompanying consolidated financial statements are stated in euros and have been prepared in accordance with
accounting principles generally accepted in the United States of America (“U.S. GAAP”). The preparation of financial
statements in conformity with U.S. GAAP requires management to make estimates and assumptions regarding the fair
valuation of certain financial assets and liabilities, the allowance for loan losses, the impairment of assets other than
loans, the valuation allowance for deferred tax assets, legal, regulatory and tax contingencies, as well as other mat-
ters. These estimates and assumptions affect the reported amounts of assets and liabilities and disclosure of contin-
gent assets and liabilities at the balance sheet date, and the reported amounts of revenue and expenses during the
reporting period. Actual results could differ from management’s estimates.

The Group assessed errors identified during the course of 2006 that had prior year effect under the requirements of
SAB 108 and concluded that no adjustment was required to opening retained earnings. The Group has made a num-
ber of minor adjustments, with immaterial effect, to prior year footnote disclosures and a reclassification within the
Consolidated Statement of Cash Flows. The principal adjustments were related to an understatement of liquidity facili-
ties for variable interest entities and revisions to previously reported figures for asset securitizations. The adjustments
and reclassification had no effect on the previously reported Consolidated Statement of Income or Consolidated Bal-
ance Sheet.

The following is a description of the significant accounting policies of the Group.

PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include Deutsche Bank together with all entities in which Deutsche Bank has a
controlling financial interest. The Group consolidates entities in which it has a majority voting interest when the entity is
controlled through substantive voting equity interests and the equity investors bear the residual economic risks of the
entity. The Group also consolidates those entities that do not meet these criteria when the Group absorbs a majority of
the entity’s expected losses, or if no party absorbs a majority of the expected losses, when the Group receives a ma-
jority of the entity’s expected residual returns.

Notwithstanding the above, certain securitization vehicles (commonly known as qualifying special purpose entities) are
not consolidated if they are distinct from and not controlled by the entities that transferred the assets into the vehicle,
and their activities are legally prescribed, significantly limited from inception, and meet certain restrictions regarding
the assets they can hold and the circumstances in which those assets can be sold.
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For consolidated guaranteed value mutual funds, in which the Group has only minor equity interests, the obligation to
pass the net revenues of these funds to the investors is reported in other liabilities, with a corresponding charge to
other revenues.

All material intercompany transactions and balances have been eliminated. Issuances of a subsidiary’s stock to third
parties are treated as capital transactions.

REVENUE RECOGNITION
Revenue is recognized when it is realized or realizable, and earned. This concept is applied to the key revenue gen-
erating activities of the Group as follows:

NET INTEREST REVENUES - Interest from interest-bearing assets and liabilities is recognized on an accrual basis over
the life of the asset or liability based on the constant effective yield reflected in the terms of the contract and any re-
lated net deferred fees, premiums, discounts or debt issuance costs. See the “Loans” section of this footnote for more
specific information regarding interest from loans.

VALUATION OF ASSETS AND LIABILITIES — The carrying value of certain assets and liabilities are required to be ad-
justed at the end of each reporting period and the offset to the change in the carrying amount is recognized as reve-
nue. These include trading assets and liabilities, certain derivatives held for nontrading purposes carried at fair value,
investments held by designated investment companies that are consolidated, loans held for sale accounted for at the
lower of cost or market, and investments accounted for under the equity method which are adjusted for the pro rata
share of the investee’s net income or loss. In addition, certain assets are revalued to recognize impairment losses
within revenues when certain criteria are met. See the discussions in the “Trading Assets and Liabilities, and Securi-
ties Available for Sale”, “Derivatives”, “Other Investments”, “Allowances for Credit Losses”, “Loans Held for Sale”, and
“Impairment” sections of this footnote for more detailed explanations of the valuation methods used and the methods
for determining impairment losses for the various types of assets involved.

FEES AND COMMISSIONS — Revenue from the various services the Group performs are recognized when the following
criteria are met: persuasive evidence of an arrangement exists, the services have been rendered, the fee or commis-
sion is fixed or determinable, and collectibility is reasonably assured. Incentive fee revenues from investment advisory
services are recognized at the end of the contract period when the incentive contingencies have been resolved.

SALES OF ASSETS — Gains and losses from sales of assets result primarily from sales of financial assets in monetary

exchanges, which include sales of trading assets, securities available for sale, other investments, and loans. In addi-
tion, the Group records revenue from sales of nonfinancial assets such as real estate, subsidiaries and other assets.
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To the extent assets are exchanged for beneficial or ownership interests in those same assets, the exchange is not
considered a sale and no gain or loss is recorded. Otherwise, gains and losses on exchanges of financial assets that
are held at fair value, and gains on financial assets not held at fair value, are recorded when the Group has surren-
dered control of those financial assets. Gains on exchanges of nonfinancial assets are recorded once the sale has
been closed or consummated, except when the Group maintains certain types of continuing involvement with the
asset sold, in which case the gains are deferred. Losses from pending sales of nonfinancial assets and financial as-
sets not held at fair value are recognized once the asset is deemed held for sale.

Gains and losses from monetary exchanges are calculated as the difference between the book value of the assets
given up and the fair value of the proceeds received and liabilities incurred. Gains or losses from nonmonetary ex-
changes are calculated as the difference between the book value of the assets given up and the fair value of the as-
sets given up and liabilities incurred as part of the transaction, except that the fair value of the assets received is used
if it is more readily determinable.

MULTIPLE-DELIVERABLE ARRANGEMENTS — In circumstances where the Group contracts to provide multiple products,
services or rights to a counterparty, an evaluation is made as to whether separate revenue recognition events have
occurred. This evaluation considers the stand-alone value of items already delivered, the verifiability of the fair value of
items not yet delivered and, if there is a right of return on delivered items, the probability of delivery of remaining unde-
livered items.

Structured transactions executed by the Group are subjected to this evaluation on a transaction by transaction basis. If
the criteria above are met for a specified structured transaction then it is a multiple-deliverable arrangement.

If it is determined that separation is appropriate, the consideration received is allocated based on the relative fair value
of each item, unless there is no objective and reliable evidence of the fair value of the delivered item or an individual
item is required to be recognized at fair value according to other U.S. GAAP requirements, in which case the residual
method is used.

FOREIGN CURRENCY TRANSLATION

Assets and liabilities denominated in currencies other than an entity’s functional currency are translated into its func-
tional currency using the period-end exchange rates, and the resulting transaction gains and losses are reported in
trading revenues. Foreign currency revenues, expenses, gains, and losses are recorded at the exchange rate at the
dates recognized.

Gains and losses resulting from translating the financial statements of net investments in foreign operations into the
reporting currency of the parent entity are reported, net of any hedge and tax effects, in accumulated other compre-
hensive income within shareholders’ equity. Revenues, expenses, gains and losses are translated at the exchange
rates at the dates on which those elements are recognized, either individually or by using an appropriately weighted
average exchange rate for the period. Assets and liabilities are translated at the period end rate.
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REVERSE REPURCHASE AND REPURCHASE AGREEMENTS

Securities purchased under resale agreements (“reverse repurchase agreements”) and securities sold under agree-
ments to repurchase (“repurchase agreements”) are treated as collateralized financings and are carried at the amount
of cash disbursed and received, respectively. The party disbursing the cash takes possession of the securities serving
as collateral for the financing and having a market value equal to or in excess of the principal amount loaned. Securi-
ties purchased under resale agreements consist primarily of OECD country sovereign bonds or sovereign guaranteed
bonds. Securities owned and pledged as collateral under repurchase agreements in which the counterparty has the
right by contract or custom to sell or repledge the collateral are disclosed on the Consolidated Balance Sheet.

The Group monitors the fair value of the securities received or delivered. For securities purchased under resale
agreements, the Group requests additional securities or the return of a portion of the cash disbursed when appropriate
in response to a decline in the market value of the securities received. Similarly, the return of excess securities or
additional cash is requested when appropriate in response to an increase in the market value of securities sold under
repurchase agreements. The Group offsets reverse repurchase and repurchase agreements with the same counter-
party under master netting agreements when they have the same maturity date and meet certain other criteria regard-
ing settlement and transfer mechanisms. Interest earned on reverse repurchase agreements and interest incurred on
repurchase agreements are reported as interest revenues and interest expense, respectively.

SECURITIES BORROWED AND SECURITIES LOANED

Securities borrowed and securities loaned are recorded at the amount of cash advanced or received, respectively.
Securities borrowed transactions generally require the Group to deposit cash with the securities lender. In a securities
loaned transaction, the Group generally receives either cash or securities collateral, in an amount equal to or in ex-
cess of the market value of securities loaned. When the Group acts in a principal capacity, if the securities received
may be sold or repledged, they are accounted for as trading assets and a corresponding liability to return the security
is recorded. The Group monitors the fair value of securities borrowed and securities loaned and additional collateral is
obtained, if necessary. Fees received or paid are reported in interest revenues and interest expense, respectively.
Securities owned and pledged as collateral under securities lending agreements in which the counterparty has the
right by contract or custom to sell or repledge the collateral are disclosed on the Consolidated Balance Sheet.

TRADING ASSETS AND LIABILITIES, AND SECURITIES AVAILABLE FOR SALE

The Group designates debt and marketable equity securities as either held for trading purposes or available for sale at
the date of acquisition. Loans that are bought for the purpose of selling in the near term to generate a profit from short
term fluctuations in price or dealer's margin are classified as trading assets. The fair value method is elected for all life
settlement contracts and they are classified as trading assets.

Trading assets and trading liabilities are carried at their fair values and related realized and unrealized gains and los-
ses are included in trading revenues.
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Securities available for sale are carried at fair value with the changes in fair value reported in accumulated other com-
prehensive income within shareholders’ equity unless the security is subject to a fair value hedge, in which case chan-
ges in fair value resulting from the risk being hedged are recorded in other revenues. The amounts reported in other
comprehensive income are net of deferred income taxes and deferred acquisition costs.

Declines in fair value of securities available for sale below their amortized cost that are deemed to be other than tem-
porary and realized gains and losses are reported in the Consolidated Statement of Income in net gains on securities
available for sale. The amortization of premiums and accretion of discounts are recorded in net interest revenues.
Generally, the weighted-average cost method is used to determine the cost of securities sold.

Fair value is defined as the price at which an asset or liability could be exchanged in a current transaction between
knowledgeable, willing parties, other than in a forced or liquidation sale. Where available, fair value is based on ob-
servable market prices or parameters or derived from such prices or parameters. Where observable prices or inputs
are not available, valuation techniques appropriate for the particular instrument are applied. These valuation tech-
niques involve some level of management estimation and judgment, the degree of which will depend on the price
transparency for the instrument or market and the instrument’s complexity.

DERIVATIVES

All freestanding contracts that are considered derivatives for accounting purposes are carried at fair value in the bal-
ance sheet regardless of whether they are held for trading or nontrading purposes. Derivative features embedded in
other contracts that meet certain criteria are also measured at fair value. In active markets, fair value is based on
observable market prices or parameters, or derived from such prices or parameters. Where observable prices or in-
puts are not available, valuation techniques are applied. Valuation techniques include the use of valuation models
which are dependent on parameters including, but not limited to, current market prices of the underlying instruments,
time value, yield curve, volatility and correlation factors underlying the positions. The valuation process to determine
fair value also includes making adjustments to the valuation model outputs to consider factors such as close out costs,
liquidity and counterparty credit risk. Derivative assets and liabilities arising from contracts with the same counterparty
that are covered by qualifying and legally enforceable master netting agreements are reported on a net basis.

The Group enters into various contracts for trading purposes, including swaps, futures contracts, forward commit-
ments, options and other similar types of contracts and commitments based on interest and foreign exchange rates,
equity and commodity prices, and credit risk. These derivatives are carried at their fair values as either trading assets
or trading liabilities, and related gains and losses are included in trading revenues. The Group also makes commit-
ments to originate mortgage loans that will be held for sale, which are accounted for as trading derivatives. Market
value guarantees provided on specific mutual fund products offered by the Group are also accounted for as trading
derivatives.
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At the inception of a derivative transaction, trading profit or loss is recognized if the fair value of the derivative is ob-
tained from a quoted market price, supported by comparison to observable prices of other current market transactions
or supported by other market data used in the valuation technique. When the fair value of a derivative is not based
upon observable data, the Group defers any trade date profit or loss. The Group recognizes the deferred amount
using a rational and systematic method over the period between trade date and the date when the market is expected
to become observable, or over the life of the trade (whichever is shorter). The Group uses such a methodology be-
cause it reflects the changing economic and risk profiles of the instruments as the market develops or as the instru-
ments themselves progress to maturity. Any remaining deferred profit or loss is recognized through the profit and loss
account when the transaction becomes observable and/or the Group enters into a derivative transaction that substan-
tially eliminates the derivative’s risk.

The Group’s balance of deferred trade-date profit amounted to € 463 million and € 464 million at December 31, 2006
and 2005, respectively.

Derivative features embedded in other nontrading contracts are measured separately at fair value when they are not
clearly and closely related to the host contract and meet the definition of a derivative. Changes in the fair value of such
an embedded derivative are reported in trading revenues. The carrying amount is reported on the Consolidated Bal-
ance Sheet with the host contract.

Certain derivatives entered into for nontrading purposes, which do not qualify for hedge accounting, that are otherwise
effective in offsetting the effect of transactions on noninterest revenues and expenses are recorded in other assets or
other liabilities with both realized and unrealized changes in fair value recorded in the same noninterest revenues and
expense captions affected by the transaction being offset. The changes in fair value of all other derivatives not qualify-
ing for hedge accounting are recorded in trading revenues.

HEDGE ACCOUNTING — Where derivatives are held for risk management purposes and the transactions meet specific
criteria, the Group applies hedge accounting. For accounting purposes there are three possible types of hedges, each
of which is accounted for differently: (1) hedges of the changes in fair value of assets, liabilities or firm commitments
(fair value hedges); (2) hedges of the variability of future cash flows from forecasted transactions and floating rate
assets and liabilities (cash flow hedges); and (3) hedges of the translation adjustments resulting from translating the
financial statements of net investments in foreign operations into the reporting currency of the parent.

When hedge accounting is applied, the Group documents the relationship between the hedging instrument and hed-
ged item as well as its risk management objectives and its strategy for undertaking the hedging transactions. This
documentation includes an assessment of how, at hedge inception and on an ongoing basis, the hedge is expected to
be highly effective in offsetting changes in fair value, variability of cash flows, or the translation effects of net invest-
ments in foreign operations (as appropriate). Hedge effectiveness is assessed at inception and throughout the term of
each hedging relationship. The Group’s policy is not to assume hedge effectiveness, even when the terms of the
derivative and hedged item are matched.

Hedging derivatives are reported as other assets and other liabilities. In the event that any derivative is subsequently
dedesignated as a hedging derivative, it is transferred to trading assets and liabilities and marked to market with
changes in fair value recognized in trading revenues.

For hedges of changes in fair value, the changes in the fair value of the hedged asset or liability due to the risk being
hedged are recognized in earnings along with changes in the entire fair value of the derivative. When hedging interest
rate risk, for both the derivative and the hedged item any interest accrued or paid is reported in interest revenue or
expense and the unrealized gains and losses from the fair value adjustments are reported in other revenues. When
hedging the foreign exchange risk in an available-for-sale security, the fair value adjustments related to the foreign

F-104



102 // 103

exchange exposures are also recorded in other revenues. Hedge ineffectiveness is reported in other revenues and is
measured as the net effect of the fair value adjustments made to the derivative and the hedged item arising from
changes in the market rate or price related to the risk being hedged.

If a fair value hedge of a debt instrument is canceled because the derivative is terminated or dedesignated, any re-
maining interest rate-related fair value adjustment made to the carrying amount of the debt instrument is amortized to
interest revenue or expense over its remaining life. For other types of fair value adjustments and whenever a hedged
asset or liability is sold or terminated, any basis adjustments are included in the calculation of the gain or loss on sale
or termination.

For hedges of the variability of cash flows, there is no change to the accounting for the hedged item and the derivative
is carried at fair value with changes in value reported initially in other comprehensive income to the extent the hedge is
effective. These amounts initially recorded in other comprehensive income are subsequently reclassified into earnings
in the same periods during which the forecasted transaction affects earnings. Thus, for hedges of interest rate risk the
amounts are amortized into interest revenues or expense along with the interest accruals on the hedged transaction.
When hedging the foreign exchange risk in an available-for-sale security, the amounts resulting from foreign exchange
risk are included in the calculation of the gain or loss on sale once the hedged security is sold. Hedge ineffectiveness
is recorded in other revenues and is usually measured as the difference between the changes in fair value of the
actual hedging derivative and a hypothetically perfect hedge.

When hedges of the variability of cash flows due to interest rate risk are canceled, amounts remaining in accumulated
other comprehensive income are amortized to interest revenues or expense over remaining life of the original con-
tract. For cancellations of other types of hedges of the variability of cash flows, the related amounts accumulated in
other comprehensive income are reclassified into earnings either in the same income statement caption and period as
the forecasted transaction, or in other revenues when it is no longer probable that the forecasted transaction will occur.

For hedges of the translation adjustments resulting from translating the financial statements of net investments in
foreign operations into the reporting currency of the parent, the portion of the change in fair value of the derivative due
to changes in the spot foreign exchange rate is recorded as a foreign currency translation adjustment in other com-
prehensive income to the extent the hedge is effective; and the remainder is recorded as other revenues.

OTHER INVESTMENTS
Other investments include investments accounted for under the equity method, holdings of designated consolidated
investment companies, and other nonmarketable equity interests and investments in venture capital companies.

The equity method of accounting is applied to investments when the Group does not have a controlling financial inter-
est, but has the ability to influence significantly the operating and financial policies of the investee. Generally, this is
when the Group has an investment between 20 % and 50 % of the voting stock or in-substance common stock of a
corporation or 3 % or more of limited partnership or limited liability corporation interests. Other factors that are consid-
ered in determining whether the Group has significant influence include representation on the board of directors (su-
pervisory board in the case of German stock corporations) and material intercompany transactions. The existence of
these factors could require the application of the equity method of accounting for a particular investment even though
the investment is less than 20 % of the voting stock.
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Under equity method accounting, the pro-rata share of the investee’s net income or loss, on a U.S. GAAP basis, as
well as disposition gains and losses and charges for other-than-temporary impairments, are included in net income
from equity method investments. Equity method losses in excess of the Group’s carrying amount of the investment in
the enterprise are charged against other assets held by the Group related to the investee. If those other assets are
written down to zero, a determination is made whether to report additional losses based on the Group’s obligation to
fund such losses. The difference between the Group’s cost and its proportional underlying equity in net assets of the
investee at the date of investment (“equity method goodwill”) is subject to impairment reviews in conjunction with the
reviews of the overall investment.

Investments held by designated investment companies that are consolidated are included in other investments, as
they are primarily nonmarketable equity securities, and are carried at fair value with changes in fair value recorded in
other revenues.

Other nonmarketable equity investments and investments in venture capital companies, in which the Group does not
have a controlling financial interest or significant influence, are included in other investments and carried at historical
cost, net of declines in fair value below cost that are deemed to be other than temporary. Gains and losses upon sale
or impairment are included in other revenues.

LOANS

Loans are presented on the balance sheet at their outstanding principal balances net of charge-offs, unamortized
premiums or discounts, net deferred fees or costs on originated loans and the allowance for loan losses. Interest re-
venues are accrued on the unpaid principal balance. Net deferred fees or costs and premiums or discounts are re-
corded as an adjustment of the yield (interest revenues) over the contractual lives of the related loans. Loan commit-
ment fees related to those commitments that are not accounted for as derivatives are recognized in fees for other
customer services over the life of the commitment. Loan commitments that are accounted for as derivatives are car-
ried at fair value.

Loans are placed on nonaccrual status if either the loan has been in default as to payment of principal or interest for
90 days or more and the loan is neither well-secured nor in the process of collection; or the loan is not yet 90 days
past due, but in the judgment of management the accrual of interest should be ceased before 90 days because it is
probable that all contractual payments of interest and principal will not be collected. When a loan is placed on nonac-
crual status, any accrued but unpaid interest previously recorded is reversed against current period interest revenues.
Cash receipts of interest on nonaccrual loans are recorded as either interest revenues or a reduction of principal ac-
cording to management’s judgment as to the collectibility of principal. Accrual of interest is resumed only once the loan
is current as to all contractual payments due and the loan is not impaired.

LEASING TRANSACTIONS

Lease financing transactions, which include direct financing and leveraged leases, in which a Group entity is the lessor
are classified as loans. Unearned income is amortized to interest revenues over the lease term using the interest
method. Capital leases in which a Group entity is the lessee are capitalized as assets and reported in premises and
equipment.
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ALLOWANCES FOR CREDIT LOSSES

The allowances for credit losses represent management’s estimate of probable losses that have occurred in the loan
portfolio and off-balance sheet positions which comprises contingent liabilities and lending-related commitments as of
the date of the consolidated financial statements. The allowance for loan losses is reported as a reduction of loans
and the allowance for off-balance sheet positions is reported in other liabilities.

To allow management to determine the appropriate level of the allowance for loan losses, all significant counterparty
relationships are reviewed periodically, as are loans under special supervision, such as impaired loans. Smaller-
balance standardized homogeneous loans are collectively evaluated for impairment. This review encompasses cur-
rent information and events related to the counterparty, such as past due status and collateral recovery values, as well
as industry, geographic, economic, political, and other environmental factors. This process results in an allowance for
loan losses which consists of a specific loss component and an inherent loss component.

The specific loss component represents the allowance for impaired loans. Impaired loans represent loans for which,
based on current information and events, management believes it is probable that the Group will not be able to collect
all principal and interest amounts due in accordance with the contractual terms of the loan agreement. The specific
loss component of the allowance is measured by the excess of the recorded investment in the loan, including accrued
interest, over either the present value of expected future cash flows, including cash flows that may result from foreclo-
sure less costs for obtaining and selling the collateral, or the market price of the loan. Impaired loans are generally
placed on nonaccrual status.

The inherent loss component is principally for all other loans not deemed to be impaired, but that, on a portfolio basis,
are believed to have some inherent loss which is probable of having occurred and is reasonably estimable. The inher-
ent loss component consists of a country risk allowance for transfer and currency convertibility risks for loan expo-
sures in countries where there are serious doubts about the ability of counterparties to comply with the repayment
terms due to the economic or political situation prevailing in the respective country of domicile; a smaller-balance
standardized homogeneous loan loss allowance for loans to individuals and small business customers of the private
and retail business, and an other inherent loss allowance. The remaining component of the inherent loss allowance
represents an estimate of losses inherent in the portfolio that have not yet been individually identified and reflects the
imprecisions and uncertainties in estimating the loan loss allowance. This estimate of inherent losses excludes those
exposures that have already been considered when establishing the allowance for smaller-balance standardized
homogeneous loans.

Amounts determined to be uncollectible are charged to the allowance. Subsequent recoveries, if any, are credited to
the allowance. The provision for loan losses, which is charged to income, is the amount necessary to adjust the allow-

ance to the level determined through the process described above.

The allowance for off-balance sheet positions, which is established through charges to other expenses, is determined
using the same measurement techniques as the allowance for loan losses.
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LOANS HELD FOR SALE

Loans for which the Group has the intent to sell, either at origination or acquisition, or subsequent to origination or
acquisition, are classified as loans held for sale. Loans classified as held for sale are generally managed by busi-
nesses that have the specific mandate to sell or securitize loans. These businesses are distinct from the Group’s
lending activities and their mandate indicates a marketing strategy or a plan of sale.

Loans held for sale are accounted for at the lower of cost or market on an individual basis and are reported as other
assets. Origination fees and direct costs are deferred until the related loans are sold and are included in the determi-
nation of the gains or losses upon sale, which are reported in other revenues. Valuation adjustments related to loans
held for sale are reported in other assets and other revenues, and are not included in the allowance for loan losses or
the provision for loan losses.

ASSET SECURITIZATIONS

When the Group transfers financial assets to securitization vehicles, it may retain one or more subordinated tranches,
cash reserve accounts, or in some cases, servicing rights or interest-only strips, all of which are retained interests in
the securitized assets. The amount of the gain or loss on transfers accounted for as sales depends in part on the
previous carrying amounts of the financial assets involved in the transfer, allocated between the assets sold and the
retained interests based on their relative fair values at the date of transfer. Retained interests other than servicing
rights are classified as trading assets, securities available for sale or other assets depending on the nature of the
retained interest and management intent. Servicing rights are classified in intangible assets, carried at the lower of the
allocated basis or current fair value and amortized in proportion to and over the period of net servicing revenue.

To obtain fair values, quoted market prices are used if available. However, for securities representing retained inter-
ests from securitizations of financial assets, quotes are often not available, so the Group generally estimates fair value
based on the present value of future expected cash flows using management’s best estimates of the key assumptions
(loan losses, prepayment speeds, forward yield curves, and discount rates) commensurate with the risks involved.
Interest revenues on retained interests are recognized using the effective yield method, with changes in expected
cash flows reflected in the yield on a prospective basis.

Cash flows related to securitizations are included in operating activities in the Consolidated Statement of Cash Flows.

PREMISES AND EQUIPMENT

Premises and equipment are stated at cost less accumulated depreciation. Depreciation is generally computed using
the straight-line method over the estimated useful lives of the assets. The range of estimated useful lives is 25 to 50
years for premises and 3 to 10 years for furniture and equipment. Leasehold improvements are depreciated on a
straight-line basis over the shorter of the term of the lease or the estimated useful life of the improvement, which gen-
erally ranges from 3 to 15 years. Depreciation of premises is included in net occupancy expense of premises, while
depreciation of equipment is included in furniture and equipment expense and IT costs, as applicable. Maintenance
and repairs are charged to expense and improvements are capitalized. Gains and losses on dispositions are reflected
in other revenues.
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Leased properties meeting certain criteria are capitalized as assets in premises and equipment and depreciated over
the terms of the leases. For properties subject to operating leases, rental expense and rental income, including esca-
lating rent payments, are recognized on a straight-line basis over the lease term, which commences when the lessee
controls the physical use of the property. Lease incentives are treated as a reduction of rental expense and are also
recognized over the lease term on a straight-line basis.

Eligible costs related to software developed or obtained for internal use are capitalized and depreciated using the
straight-line method over a period of 3 to 5 years. Eligible costs include external direct costs for materials and ser-
vices, as well as payroll and payroll-related costs for employees directly associated with an internal-use software
project. Overhead, as well as costs incurred during planning or after the software are ready for use, is expensed as
incurred.

GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill, which represents the excess of the cost of an acquired entity over the fair value of net assets acquired at the
date of acquisition, is tested for impairment annually, or more frequently if events or changes in circumstances, such
as an adverse change in business climate, indicate that the goodwill may be impaired. Mortgage and other loan ser-
vicing rights are carried at the lower of cost or current fair value and amortized in proportion to and over the estimated
period of net servicing revenue. Other intangible assets that have a finite useful life are amortized over a period of 3 to
15 years; other intangible assets that have an indefinite useful life, primarily investment management agreements
related to retail mutual funds, are not amortized. These assets are tested for impairment and their useful lives are
reaffirmed at least annually.

OBLIGATION TO PURCHASE COMMON SHARES

Forward purchases of equity shares of a consolidated Group company are reported as obligation to purchase com-
mon shares if the number of shares is fixed and physical settlement is required. At inception the obligation is recorded
at the fair value of the shares, which is equal to the present value of the settlement amount of the forward. For forward
purchases of Deutsche Bank shares, a corresponding charge is made to shareholders’ equity and reported as equity
classified as obligation to purchase common shares. For forward purchases of minority interest shares, a correspond-
ing reduction to other liabilities is made.

The liability is accounted for on an accrual basis if the purchase price for the shares is fixed, and interest costs on the
liability are reported as interest expense. Deutsche Bank common shares subject to such contracts are not considered
to be outstanding for purposes of earnings per share calculations. Upon settlement of such forward purchases the
liability is extinguished whereas the charge to equity remains but is reclassified to common shares in treasury.

F-109



2006 // FINANCIAL REPORT [1] SIGNIFICANT ACCOUNTING POLICIES

IMPAIRMENT

Securities available for sale, equity method and direct investments (including investments in venture capital compa-
nies and nonmarketable equity securities), and unguaranteed lease residuals are subject to impairment reviews. An
impairment charge is recorded if a decline in fair value below the asset's amortized cost or carrying value, depending
on the nature of the asset, is deemed to be other than temporary.

Other intangible assets with finite useful lives and premises and equipment are also subject to impairment reviews if a
change in circumstances indicates that the carrying amount of an asset may not be recoverable. If estimated undis-
counted cash flows relating to an asset held and used are less than its carrying amount, an impairment charge is
recorded to the extent the fair value of the asset is less than its carrying amount. For an asset to be disposed of by
sale, a loss is recorded based on the lower of the asset’s carrying value or fair value less cost to sell. An asset to be
disposed of other than by sale is considered held and used and accounted for as such until it is disposed of.

Goodwill and other intangible assets which are not amortized are tested for impairment at least annually and an im-
pairment charge is recorded to the extent the fair market value of the asset is less than its carrying amount.

EXPENSE RECOGNITION

Direct and incremental costs related to underwriting and origination of loans are deferred and recognized together with
the related revenue. Loan origination costs are netted against loan origination fees and are amortized to interest reve-
nue over the contractual life of the related loans. Other operating costs, including advertising costs and legal costs, are
recognized as incurred.

INCOME TAXES

The Group recognizes the current and deferred tax consequences of all transactions that have been recognized in the
consolidated financial statements using the provisions of the appropriate jurisdictions’ tax laws. Deferred tax assets
and liabilities are recognized for the future tax consequences attributable to differences between the financial state-
ment carrying amounts of existing assets and liabilities and their respective tax bases, net operating loss carry-
forwards and tax credits. The amount of deferred tax assets is reduced by a valuation allowance, if necessary, to the
amount that, based on available evidence, management believes will more likely than not be realized.

Deferred tax liabilities and assets are adjusted for the effect of changes in tax laws and rates in the period that in-
cludes the enactment date.

SHARE-BASED PAYMENT

Effective as of January 1, 2006, the Group revised the fair value method adopted as of January 1, 2003 as a result of
a new accounting pronouncement. The revised method is applicable to new awards and to awards modified, repur-
chased, or cancelled on or after January 1, 2006.
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Under the revised method, cash-settled share-based payments are measured at fair value at each reporting date and
compensation expense is based on an estimated number of share-based payment awards expected to vest, with
consideration of expected, not actual, forfeitures. The timing of expense recognition relating to grants which, due to
early retirement provisions, include a nominal but nonsubstantive service period, are accelerated by shortening the
amortization period of the expense from the grant date to the date when the employee meets the eligibility criteria for
the award, and not the vesting date. For awards that are delivered in tranches, each tranche is considered a separate
award and amortized separately. The fair values of stock option awards are estimated using a Black-Scholes option
pricing model. For share awards, the fair value is the quoted market price of the share reduced by the present value of
the expected dividends that will not be received by the employee and adjusted for the effect, if any, of restrictions
beyond the vesting date. Prior to January 1, 2003, the Group accounted for its share awards under the intrinsic-value-
based method of accounting. Under this method, compensation expense is the excess, if any, of the quoted market
price of the shares at grant date or other measurement date over the amount an employee must pay, if any, to acquire
the shares.

The following table illustrates what the effect on net income and earnings per common share would have been if the
Group had applied the fair value method to all share-based awards. From January 1, 2006, all share-based awards
were measured at fair value and therefore 2006 figures are not presented below.

in€m. 2005 2004
Net income, as reported 3,529 2,472
Add: Share-based compensation expense included in reported net income, net of related tax effects 595 696
Deduct: Share-based compensation expense determined under fair value method for all awards, net of
related tax effects (589) (698)
Pro forma net income 3,535 2,470
Earnings per share:
Basic — as reported €7.62 €5.02
Basic — pro forma €7.63 €5.02
Diluted — as reported €6.95 €4.53
Diluted — pro forma €6.96 €4.53

Share-based payment awards accounted for as equity instruments are reflected in shareholders’ equity (additional
paid-in capital) when services from employees in exchange for the awards are rendered and expensed. Compensa-
tion expense is recorded on a straight-line basis over the period in which employees perform services to which the
awards relate or over the period of the tranche for those awards delivered in tranches. Estimates of expected forfei-
tures are periodically adjusted in the event of actual forfeitures or for changes in expectations. Compensation expense
for share-based awards payable in cash is remeasured based on the underlying share price changes and the related
obligations are included in other liabilities until paid.

See Note [20] for additional information on specific award provisions.
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COMPREHENSIVE INCOME

Comprehensive income is defined as the change in equity of an entity excluding transactions with shareholders such
as the issuance of common or preferred shares, payment of dividends and purchase of treasury shares. Comprehen-
sive income has two major components: net income, as reported in the Consolidated Statement of Income, and other
comprehensive income as reported in the Consolidated Statement of Comprehensive Income. Other comprehensive
income includes such items as unrealized gains and losses from translating net investments in foreign operations net
of related hedge effects, unrealized gains and losses from changes in fair value of securities available for sale, net of
deferred income taxes and the related adjustments to insurance policyholder liabilities and deferred acquisition costs,
minimum pension liability, and the effective portions of realized and unrealized gains and losses from derivatives used
as cash flow hedges, less amounts reclassified to earnings in combination with the hedged items. Comprehensive
income does not include changes in the fair value of nonmarketable equity securities, traditional credit products and
other assets generally carried at cost.

STATEMENT OF CASH FLOWS
For purposes of the Consolidated Statement of Cash Flows, the Group’s cash and cash equivalents are cash and due
from banks.

[2] CUMULATIVE EFFECT OF ACCOUNTING CHANGES

FSP FTB 85-4-1

In March 2006, the FASB issued FSP FTB 85-4-1, “Accounting for Life Settlement Contracts by Third-Party Investors”
(“FSP FTB 85-4-1"). FSP FTB 85-4-1 requires that purchased life settlement contracts, which are contracts between
the owner of a life insurance policy and a third party investor, are measured at either fair value or by applying the
investment method, whereas previously such contracts were held at the lower of cash surrender value and cost. Un-
der the investment method, a life settlement contract is initially recorded at the transaction price plus all initial direct
external costs; continuing costs to keep the policy in force are capitalized; and a gain is only recognized when the
insured dies. The fair value method or the investment method is permitted to be elected on an instrument-by-
instrument basis, and the Group has elected to apply the fair value method to all life settlement contracts including
those held at January 1, 2006. A cumulative effect adjustment to beginning retained earnings of € 13 million has been
recognized as of January 1, 2006 relating to the life settlement contracts held at this date.

EITF 05-5

In June 2005, the FASB ratified the consensus reached in EITF Issue No. 05-5, “Accounting for Early Retirement or
Postemployment Programs with Specific Features (Such As Terms Specified in Altersteilzeit Early Retirement Ar-
rangements)” (“EITF 05-5”). Under EITF 05-5 salaries, bonuses and additional pension contributions associated with
certain early retirement arrangements typical in Germany (as well as similar programs) should be recognized over the
period from the point at which the Altersteilzeit period begins until the end of the active service period. Previously, the
Group had recognized the expense based on an actuarial valuation upon signature of the Altersteilzeit contract by the
employee. The EITF also specifies the accounting for government subsidies related to these arrangements. The
Group adopted EITF 05-5 on January 1, 2006, and recognized a gain of €4 million, net of taxes, as a cumulative effect
of a change in accounting principle.
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SFAS 123 (REVISED 2004)

In December 2004, the FASB issued SFAS No. 123 (revised 2004), “Share-Based Payment” (“SFAS 123(R)"). SFAS
123(R) replaces SFAS No. 123, “Accounting for Stock-Based Compensation” (“SFAS 123”), and supersedes APB
Opinion No. 25, “Accounting for Stock Issued to Employees”. The new standard requires companies to recognize
compensation cost relating to share-based payment transactions in their financial statements based on the fair value
of the equity or liability instruments issued.

Upon adoption on January 1, 2006, the Group recognized a gain of €42 million, net of taxes, as a cumulative effect of
a change in accounting principle. This effect relates to an adjustment of accrued compensation costs, which under
SFAS 123(R) are required to be based on the estimated number of share-based payment awards to vest, with con-
sideration of expected forfeitures. Under SFAS 123, the Group had accounted for forfeitures on an actual basis, and
therefore had reversed compensation expense in the period an award was forfeited.

[3] ACQUISITIONS AND DISPOSITIONS

For the years ended December 31, 2006, 2005 and 2004, the Group recorded net gains on dispositions of significant
businesses/subsidiaries (excluding results from businesses/subsidiaries held for sale) of € 59 million, € 108 million and
€95 million, respectively. The acquisitions and disposals that occurred in these years had no significant impact on the

Group’s total assets.

For a discussion of the Group’s most significant acquisitions and dispositions for the years ended December 31, 2006
and 2005 see Note [27] Business Segments and Related Information.

[4] TRADING ASSETS AND TRADING LIABILITIES

The components of these accounts are as follows.

in€m. Dec 31, 2006 Dec 31, 2005
Trading assets:
Bonds and other fixed-income securities 291,388 260,469
Equity shares and other variable-yield securities 131,673 99,479
Positive market values from derivative financial instruments’ 75,344 75,354
Other trading assets® 18,434 13,091
Total trading assets 516,839 448,393
Trading liabilities:
Bonds and other fixed-income securities 90,982 81,294
Equity shares and other variable-yield securities 35,261 28,473
Negative market values from derivative financial instruments’ 92,611 84,580
Total trading liabilities 218,854 194,347

1 Derivatives under master netting agreements are shown net.

2 Includes trading loans of € 16,975 million and € 12,481 million at December 31, 2006 and 2005, respectively. The significant majority of trading loans are
recorded in Deutsche Bank AG.
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[5] SECURITIES AVAILABLE FOR SALE

The fair value, amortized cost and gross unrealized holding gains and losses for the Group’s securities available for
sale follow.

Dec 31, 2006 Fair value Gross unrealized holding Amortized
in€m. gains losses cost
Debt securities:
German government 2,879 2 (10) 2,887
U.S. Treasury and U.S. government agencies 1,348 - (12) 1,360
U.S. local (municipal) governments 1 - - 1
Other foreign governments 3,247 3 (14) 3,258
Corporates 6,855 126 (124) 6,853
Other asset-backed securities 1 - - 1
Mortgage backed securities, including obligations of U.S. federal
agencies 22 1 - 21
Other debt securities 947 2 (1) 946
Total debt securities 15,300 134 (161) 15,327
Equity securities:
Equity shares 6,123 2,759 (1) 3,365
Investment certificates and mutual funds 510 25 3) 488
Other equity securities 121 47 — 74
Total equity securities 6,754 2,831 (4) 3,927
Total securities available for sale 22,054 2,965 (165) 19,254
Dec 31, 2005 Fair value Gross unrealized holding Amortized
in€m. gains losses cost
Debt securities:
German government 3,251 19 (18) 3,250
U.S. Treasury and U.S. government agencies 1,721 1 (19) 1,739
U.S. local (municipal) governments 1 - - 1
Other foreign governments 3,024 37 (11) 2,998
Corporates 7127 177 (8) 6,958
Other asset-backed securities 2 - - 2
Mortgage backed securities, including obligations of U.S. federal
agencies 97 2 — 95
Other debt securities 1,073 - - 1,073
Total debt securities 16,296 236 (56) 16,116
Equity securities:
Equity shares 4,894 2,303 (2) 2,593
Investment certificates and mutual funds 403 33 (4) 374
Other equity securities 82 46 - 36
Total equity securities 5,379 2,382 (6) 3,003
Total securities available for sale 21,675 2,618 (62) 19,119
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Dec 31, 2004 Fair value Gross unrealized holding Amortized
in €m. gains losses cost
Debt securities:
German government 3,128 66 (16) 3,078
U.S. Treasury and U.S. government agencies 1,460 - 2) 1,462
U.S. local (municipal) governments 1 - - 1
Other foreign governments 3,297 41 (100) 3,356
Corporates 4,993 176 9) 4,826
Other asset-backed securities 6 - - 6
Mortgage backed securities, including obligations of U.S. federal
agencies 41 2 - 39
Other debt securities 770 1 - 769
Total debt securities 13,696 286 (127) 13,537
Equity securities:
Equity shares 6,010 1,579 1) 4,432
Investment certificates and mutual funds 549 23 (6) 532
Other equity securities 80 29 - 51
Total equity securities 6,639 1,631 (7) 5,015
Total securities available for sale 20,335 1,917 (134) 18,552

At December 31, 2006, there were no securities of an individual issuer that exceeded 10 % of the Group’s total share-
holders’ equity.

The components of net gains on securities available for sale as reported in the Consolidated Statement of Income
follow.

in€m. 2006 2005 2004
Debt securities — gross realized gains 56 120 58
Debt securities — gross realized losses’ (43) (14) (61)
Equity securities — gross realized gains 410 957 244
Equity securities — gross realized losses? (16) (8) (6)
Total net gains on securities available for sale 407 1,055 235

1 Includes € 6 million, € 1 million and € 20 million of write-downs for other-than-temporary impairment for the years ended December 31, 2006, 2005 and
2004, respectively.

2 Includes € 9 million, € 1 million and € 2 million of write-downs for other-than-temporary impairment for the years ended December 31, 2006, 2005 and
2004, respectively.

The following table shows the fair value, remaining maturities, approximate weighted-average yields (based on amor-
tized cost) and total amortized cost by maturity distribution of the debt security components of the Group’s securities
available for sale at December 31, 2006.
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[5] SECURITIES AVAILABLE FOR SALE

Up to one year More than one year More than five years More than ten years Total
and up to five years and up to ten years
in€m. Amount Yield Amount Yield Amount Yield Amount Yield Amount Yield
German government 39 3.39 89 3.96 262 4.01 2,489 2.82 2,879 2.98
U.S. Treasury and
U.S. government agencies 1,324 410 - - - - 24 5.00 1,348 412
U.S. local (municipal) governments 1 5.68 - - - - - - 1 5.68
Other foreign governments 1,162 2.03 782 4.81 307 3.96 996 2.74 3,247 3.10
Corporates 1,579 5.14 689 5.25 1,484 5.14 3,103 4.86 6,855 5.02
Other asset-backed securities - - - - 1 3.14 - - 1 3.14
Mortgage-backed securities,
principally obligations of
U.S. federal agencies 10 3.25 4 1.25 - - 8 9.35 22 5.31
Other debt securities 49 3.61 866 7.41 21 6.46 11 3.83 947 7.15
Total fair value 4,164 3.90 2,430 5.82 2,075 4.83 6,631 3.78 15,300 4.28
Total amortized cost 4,173 2,436 2,062 6,656 15,327
The following tables show the Group’s gross unrealized losses on securities available for sale and the fair value of the
related securities, aggregated by investment category and length of time that individual securities have been in a
continuous unrealized loss position, at December 31, 2006 and 2005, respectively:
Dec 31, 2006 Less than 12 months 12 months or longer Total
Fair value Unrealized Fair value Unrealized Fair value Unrealized
in€m. losses losses losses
Debt securities:
German government 223 4) 2,481 (6) 2,704 (10)
U.S. Treasury and U.S. government agencies 506 (5) 704 (7) 1,210 (12)
Other foreign governments 674 (10) 1,060 (4) 1,734 (14)
Corporates 2,946 (106) 739 (18) 3,685 (124)
Mortgage-backed securities - - 3 - 3 -
Other debt securities - - 3 (1) 3 1)
Total debt securities 4,349 (125) 4,990 (36) 9,339 (161)
Equity securities:
Equity shares 21 1) - - 21 1)
Investment certificates and mutual funds 18 3) - - 18 3)
Total equity securities 39 (4) - - 39 (4)
Total temporarily impaired securities 4,388 (129) 4,990 (36) 9,378 (165)
Dec 31, 2005 Less than 12 months 12 months or longer Total
Fair value Unrealized Fair value Unrealized Fair value Unrealized
in€m. losses losses losses
Debt securities:
German government 732 4) 1,974 (14) 2,706 (18)
U.S. Treasury and U.S. government agencies 1,336 (19) - - 1,336 (19)
Other foreign governments 647 3) 974 (8) 1,621 (11)
Corporates 579 8) - - 579 8)
Mortgage-backed securities - - 7 - 7 -
Total debt securities 3,294 (34) 2,955 (22) 6,249 (56)
Equity securities:
Equity shares 21 (2) - - 21 2)
Investment certificates and mutual funds 37 3) 19 1) 56 (4)
Total equity securities 58 (5) 19 1) 77 (6)
Total temporarily impaired securities 3,352 (39) 2,974 (23) 6,326 (62)
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The unrealized losses on investments in debt securities were primarily interest rate related. Since the Group has the
intent and ability to hold these investments until a market price recovery or maturity, they are not considered other-
than-temporarily impaired. The unrealized losses on investments in equity securities are attributable primarily to gen-
eral market fluctuations rather than to specific adverse conditions. Based on this and the Group’s intent and ability to
hold the securities until the market price recovers, these investments are not considered other-than-temporarily im-
paired.

[6] OTHER INVESTMENTS

The following table summarizes the composition of other investments.

in€m. Dec 31, 2006 Dec 31, 2005
Equity method investments 3,685 5,006
Investments held by designated investment companies 96 160
Other equity interests 1,576 2,216
Total other investments 5,357 7,382

EQUITY METHOD INVESTMENTS

The Group’s pro-rata share of the investees’ income or loss determined on a U.S. GAAP basis were profits of
€ 348 million, €333 million and €282 million for the years ended December 31, 2006, 2005 and 2004, respectively. In
addition, net gains of € 169 million, €87 million and € 123 million from the disposal of equity method investments, as
well as write-offs of € 5million, € 1 million and € 16 million for other-than-temporary impairments, were included in net
income from equity method investments for the years ended December 31, 2006, 2005 and 2004, respectively.

Loans to equity method investees, trading assets related to these investees as well as debt securities available for
sale issued by these investees amounted to €1.2billion and €2.8 billion at December 31, 2006 and 2005, respec-
tively. At December 31, 2006, loans totaling € 2.8 million to two equity method investees were on nonaccrual status. At
December 31, 2005, loans totaling €23 million to three equity method investees were on nonaccrual status. The
Group issued a financial guarantee to EUROHYPO AG protecting it against losses on loans contributed by the Group
when EUROHYPO AG was created in 2002. By the end of 2005, EUROHYPO AG had made claims in respect of the
full amount of the financial guarantee, which had an initial maximum amount of €283 million. In connection with the
sale of the Group’s stake in EUROHYPO AG to Commerzbank AG the Group settled the guarantee issue by full pay-
ment to EUROHYPO AG, at the same time reserving some rights in respect of such payment against Commerzbank
AG.

At December 31, 2006, the following investees were significant, representing 75 % of the carrying value of equity
method investments.
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SIGNIFICANT EQUITY METHOD INVESTMENTS

Investment Ownership
AKA Ausfuhrkredit-Gesellschaft mit beschrénkter Haftung, Frankfurt 26.89 %
Copperhead Ventures, LLC, Dover 49.88 %
DB Alpamayo Emerging Markets Value Fund L.P., George Town 6.67 %
DB Global Masters (Fundamental Value Trading II) Fund Ltd, George Town 38.55 %
DB Phoebus Lux S.a r.l., Luxembourg' 74.90 %
Deutsche European Partners 1V, London 25.02 %
Deutsche Interhotel Holding GmbH & Co. KG, Berlin 45.51 %
Dive Finance Ltd., St. Helier' 100.00 %
Duck Finance Ltd., St. Helier' 100.00 %
Financiere SELEC, Paris 46.00 %
Fincasa Hipotecaria, S.A. de C.V. Sociedad Financiera de Objeto Limitado, Mexico City 49.00 %
Fondo Piramide Globale, Milan 42.45 %
Force 2005-1 Limited Partnership, Jersey 40.00 %>
Genesee Balanced Fund Limited, Road Town 38.86 %
Genesee Eagle Fund Limited, Road Town 44.21 %
Grup Maritim TCB S.L., Barcelona 37.26 %
Investcorp Diversified Strategies Fund Limited, George Town 41.59 %
Keolis, Paris' 54.72 %
Mannesmann GmbH & Co. Beteiligungs-KG, Eschborn 10.00 %
MFG Flughafen-Grundstiicksverwaltungsgesellschaft mbH & Co. BETA KG, Griinwald 25.03 %
Nineco Leasing Limited, London' 100.00 %
Paternoster Limited, Douglas 30.99 %
Preston Capital Master Fund Limited, George Town 49.90 %
PX Holdings Ltd, Stockton on Tees 43.00 %
Rongde Asset Management Company Ltd, Beijing 35.00 %
RREEF America REIT I, Inc., Chicago 9.84 %
RREEF Pan-European Infrastructure Fund L.P., London 4.04 %
Silver Creek Long/Short Limited, George Town 27.80 %
Silver Creek Low Vol. Strategies Ltd., George Town 32.90 %
Sixco Leasing Ltd, London’ 100.00 %
Spark Infrastructure Group, Sydney 9.51 %
The Triumph Trust, Salt Lake City' 66.38 %
VCG Venture Capital Gesellschaft mbH & Co. Fonds Il KG, Minchen 36.98 %

1 The Group does not have a controlling financial interest or the investee is a variable interest entity which is not consolidated under U.S. GAAP.
2 Economic interest

In 2006, the remaining stake of the Group’s investment in EUROHYPO AG was sold, resulting in a gain of € 85 million.
In 2005, the Group’s stake in EUROHYPO AG was reduced from 37.72% to 27.99 %, resulting in a gain of
€44 million. Furthermore, the Group’s investment in Atradius N.V. was partially sold in 2006, reducing the investment
from 33.89 % to 12.73 %.

INVESTMENTS HELD BY DESIGNATED INVESTMENT COMPANIES

The underlying investment holdings of the Group’s designated investment companies are carried at fair value, and
totaled € 96 million and € 160 million at December 31, 2006 and 2005, respectively.
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OTHER EQUITY INTERESTS

Other equity interests totaling € 1.6 billion and € 2.2 billion at December 31, 2006 and 2005, respectively, include in-
vestments in which the Group does not have significant influence, including certain venture capital companies and
nonmarketable equity securities. The write-offs for other-than-temporary impairments of these investments amounted
to € 8 million, € 10 million and € 58 million for the years ended December 31, 2006, 2005 and 2004, respectively.

At December 31, 2006, the aggregate carrying amount for all equity securities accounted for under the cost method of
accounting was € 949 million. Equity securities with a carrying value of € 12 million had unrealized losses amounting to
€ 1 million. These impairments were considered to be temporary.

[7] LOANS

The following table summarizes the composition of loans.

in€m. Dec 31, 2006 Dec 31, 2005
German:
Banks and insurance 1,217 1,769
Manufacturing 6,686 6,620
Households (excluding mortgages) 17,764 16,157
Households — mortgages 27,142 27,039
Public sector 1,814 1,462
Wholesale and retail trade 3,023 3,394
Commercial real estate activities 10,091 10,625
Lease financing 1,017 1,001
Other 13,232 11,508
Total German 81,986 79,575
Non-German:
Banks and insurance 7,748 5,907
Manufacturing 8,693 9,083
Households (excluding mortgages) 10,690 10,245
Households — mortgages 10,736 9,016
Public sector 1,928 1,167
Wholesale and retail trade 9,033 8,683
Commercial real estate activities 4,008 2,634
Lease financing 1,823 1,810
Other 33,096 25,143
Total Non-German 87,755 73,688
Gross loans 169,741 153,263
(Deferred expense)/unearned income (147) (20)
Loans less (deferred expense)/unearned income 169,888 153,283
Less: Allowance for loan losses 1,754 1,928
Total loans, net 168,134 151,355

The “other” category included no single industry group with aggregate borrowings from the Group in excess of 10 % of
the total loan portfolio at December 31, 2006.

The aggregate amount of gains on sales of loans amounted to € 78 million at December 31, 2006 and € 63 million at
December 31, 2005.
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Certain related third parties have obtained loans from the Group on various occasions. All such loans have been ma-
de in the ordinary course of business and on substantially the same terms, including interest rates and collateral, as
those prevailing at the time for comparable transactions with unrelated parties. There were € 1.6 billion and € 2.5 billion
of loans to related parties (including loans to equity method investees) outstanding at December 31, 2006 and 2005,
respectively.

Nonaccrual loans as of December 31, 2006 and 2005 were € 3.0 billion and € 3.6 billion, respectively. Loans 90 days
or more past due and still accruing interest totaled € 185 million and € 202 million as of December 31, 2006 and 2005,
respectively.

Additionally, as of December 31, 2006, the Group had € 1 million of lease financing transactions that were nonperform-
ing.

IMPAIRED LOANS
This table sets forth information about the Group’s impaired loans.

in€m. Dec 31, 2006 Dec 31, 2005 Dec 31, 2004
Total impaired loans' 2,024 2,576 3,516
Allowance for impaired loans under SFAS 1142 1,068 1,230 1,654
Average balance of impaired loans during the year 2,225 3,189 4,474
Interest income recognized on impaired loans during the year 21 57 65

1 Included in these amounts are € 1.7 billion, € 2.0 billion and € 2.8 billion as of December 31, 2006, 2005 and 2004, respectively, that require an allow-
ance. The remaining impaired loans do not require an allowance because the present value of expected future cash flows, including those from liquida-
tion of collateral, or the market price of the loan exceeds the recorded investment in these loans.

2 The allowance for impaired loans under SFAS 114 is included in the Group’s allowance for loan losses.
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LOANS OR DEBT SECURITIES ACQUIRED IN A TRANSFER

In accordance with Statement of Position 03-3, “Accounting for Certain Loans or Debt Securities Acquired in a Trans-
fer”, the following table sets forth information about the loans and debt securities acquired by the Group by completion
of a transfer for which it is probable, at acquisition, that the Group will be unable to collect all contractually required
payments receivable.

Dec 31, 2006 Dec 31, 2005
Loans Debt Total Loans Debt Total
in€m. securities securities

Instruments acquired during the year:

Contractually required payments receivable at

acquisition 2,205 52 2,257 1,932 - 1,932

Cash flows expected to be collected at

acquisition 1,300 34 1,334 554 - 554

Fair value of loans at acquisition 963 29 992 526 - 526

Accretable yield for instruments acquired:

Balance, beginning of year 21 - 21 - - -
Additions 338 5) 343 27 - 27
Accretion (44) - (44) (6) - (6)
Disposals 8) 2) (10) - - -
Reclassifications from (to) nonaccretable
difference 1 - 1 - - -

Balance, end of year 308 3 311 21 - 21

Instruments acquired:

Outstanding balance, beginning of year 776 - 776 - - -

Outstanding balance, end of year 2,845 16 2,861 776 - 776

Carrying amount, beginning of year 233 - 233 - - -

Carrying amount, end of year 1,063 6 1,069 233 - 233

In 2006, the Group was required to consider € 10 million of these acquired loans as nonaccrual subsequent to their
acquisition, with provision for loan losses of €4 million. In 2006, the Group charged off € 3 million, sold € 1 million and,
as of December 31, 2006, held €6 million of such loans at nonaccrual status subsequent to their acquisition, with a
loan loss allowance of € 1 million.
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[8] ALLOWANCES FOR CREDIT LOSSES

The allowances for credit losses consist of an allowance for loan losses and an allowance for off-balance sheet posi-
tions.

The following table shows the activity in the Group’s allowance for loan losses.

in€m. 2006 2005 2004
Allowance at beginning of year 1,928 2,345 3,281
Provision for loan losses 330 374 372
Net charge-offs:

Charge-offs 744 1,018 1,394

Recoveries 264 170 152
Total net charge-offs 480 848 1,242
Allowance related to acquisitions/divestitures - - 3
Foreign currency translation (24) 57 (69)
Allowance at end of year 1,754 1,928 2,345

The following table shows the activity in the Group’s allowance for off-balance sheet positions, which comprises con-
tingent liabilities and lending-related commitments.

in€m. 2006 2005 2004
Allowance at beginning of year 329 345 416
Provision for off-balance sheet positions (50) (24) (65)
Allowance related to acquisitions/divestitures 1 - -
Foreign currency translation 9) 8 (6)
Allowance at end of year 271 329 345

[9]1 ASSET SECURITIZATIONS AND VARIABLE INTEREST ENTITIES

ASSET SECURITIZATIONS

The Group accounts for transfers of financial assets to securitization vehicles as sales when certain criteria are met;
otherwise they are accounted for as secured borrowings. Beneficial interests in the securitization vehicles, primarily in
the form of debt instruments, are sold to investors and the proceeds are used to pay the Group for the assets trans-
ferred. The cash flows collected from the financial assets transferred to the securitization vehicles are then used to
repay the beneficial interests. The third party investors and the securitization vehicles generally have no recourse to
the Group’s other assets in cases where the issuers of the financial assets fail to perform under the original terms of
those assets. The Group may retain interests in the assets created in the securitization vehicles.

For the years ended December 31, 2006, 2005 and 2004, the Group recognized gains of € 262 million, € 262 million
and € 216 million, respectively, on securitizations primarily related to residential and commercial mortgage loans.
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The following table summarizes certain cash flows received from and paid to securitization vehicles during 2006, 2005

and 2004.

Residential mortgage loans Commercial mortgage loans Other loans
in€m. 2006 2005 2004 2006 2005 2004 2006 2005 2004
Proceeds from new securitizations 19,735 11,483 8,778 14,712 11,044 5,113 2,355 3,102 328
Proceeds from collections reinvested in new
securitization receivables - - - - - - - - 439
Servicing fees received 12 4 4 4 - - - - -
Cash flows received on retained interests 129 27 42 90 21 5 54 47 6
Repurchase of delinquent or foreclosed loans (14) - - - - - -

At December 31, 2006, the weighted-average key assumptions used in determining the fair value of retained interests,
including servicing rights, and the impact of adverse changes in those assumptions on carrying amount/fair value are

as follows.
Residential Commercial Other loans

in € m. (except percentages) mortgage loans mortgage loans

Carrying amount/fair value of retained interests 1,537 1,661 330

Prepayment speed (current assumed) 25.79 % 0.00 % 0.00 %
Impact on fair value of 10 % adverse change (12) - -
Impact on fair value of 20 % adverse change (27) - -

Default rate (current assumed) 1.43 % 1.97 % 4.09 %
Impact on fair value of 10 % adverse change (25) 2) 3)
Impact on fair value of 20 % adverse change (48) (7) (5)

Discount factor (current assumed) 10.57 % 6.44 % 1.80 %
Impact on fair value of 10 % adverse change (41) (27) (2)
Impact on fair value of 20 % adverse change (81) (48) 3)

These sensitivities are hypothetical and should be viewed with caution. As the figures indicate, changes in fair value
based on a 10 percent variation in assumptions generally should not be extrapolated because the relationship of the
change in assumption to the change in fair value may not be linear. Also, in this table, the effect of a variation in a
particular assumption on the fair value of the retained interest is calculated without changing any other assumptions; in
reality, changes in one factor may result in changes in another (for example, increases in market interest rates may
result in lower prepayments and increased credit losses), which might affect the sensitivities. The key assumptions
used in measuring the initial retained interests resulting from securitizations completed in 2006 were not significantly
different from the current assumptions in the above table.
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The key assumptions used in measuring the initial retained interests resulting from securitizations completed in 2005
and 2004 were not significantly different from the key assumptions used in determining the fair value of retained inter-
ests, including servicing rights, at December 31, 2005 and 2004, respectively. The weighted-average assumptions
used at December 31, 2005 and 2004 were as follows.

Residential Commercial Other loans

mortgage loans mortgage loans
in % 2005 2004 2005 2004 2005 2004
Prepayment speed 36.22 27.46 0.00 0.00 0.00 1.37
Default rate 3.13 4.67 2.00 1.77 7.44 0.26
Discount factor 10.26 13.28 4.30 5.20 1.86 7.51

The following table presents information about securitized loans, including delinquencies (loans which are 90 days or
more past due) and credit losses, net of recoveries, for the years ended December 31, 2006 and 2005. It excludes
securitized loans that the Group continues to service but with which it otherwise has no continuing involvement.

Residential Commercial Other loans

mortgage loans mortgage loans
in€m. 2006 2005 2006 2005 2006 2005
Total principal amount of loans 17,270 8,852 25,988 2,455 3,351 1,494
Principal amount of loans 90 days or more past due 191 312 61 - - -
Net credit losses 46 32 1 - - -

In addition to the securitizations of loans described in the tables above, in July 2003, the Group sold U.S. and Euro-
pean-domiciled private equity investments with a carrying value of € 361 million as well as € 80 million in liquid invest-
ments to a securitization vehicle that was a qualifying special purpose entity.

In March 2006, the Group repurchased outstanding notes of the securitization vehicle from investors for € 247 million
and unwound this special purpose entity. The remaining available cash of € 74 million was paid to the equity holders.
Since March 2006, the Group has applied the equity method to account for investments formerly included in the struc-
ture.

VARIABLE INTEREST ENTITIES

In the normal course of business, the Group becomes involved with variable interest entities primarily through the
following types of transactions: asset securitizations, structured finance, commercial paper programs, mutual funds,
and commercial real estate leasing and closed-end funds. The Group’s involvement includes transferring assets to the
entities, entering into derivative contracts with them, providing credit enhancement and liquidity facilities, providing
investment management and administrative services, and holding ownership or other investment interests in the enti-
ties.
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The table below shows the aggregated assets (before consolidating eliminations) of variable interest entities consoli-
dated by type of asset and entity as of December 31, 2006 and December 31, 2005.

Commercial paper programs Guaranteed value mutual funds Asset securitizations
in€m. 2006 2005 2006 2005 2006 2005
Interest-earning deposits
with banks 113 147 52 117 493 404
Trading assets 1 1 446 469 7,471 12,832
Securities - - - - - -
Loans, net 1,376 749 - - 5,913 -
Other 4 - 3 6 228 3
Total assets 1,494 897 501 592 14,105 13,239
Structured finance and other Commercial real estate leasing
vehicles and closed-end funds
in €m. 2006 2005 2006 2005
Interest-earning deposits
with banks 3,168 5,646 28 34
Trading assets 5,461 3,180 1 -
Securities 4,568 5,026 - -
Loans, net 4,733 2,289 305 204
Other 3,532 2,106 734 542
Total assets 21,462 18,247 1,068 780

Substantially all of the consolidated assets of the variable interest entities act as collateral for related consolidated
liabilities. The holders of these liabilities have no recourse to the Group, except to the extent the Group guarantees the
value of the mutual fund units that investors purchase. The fair value of these guarantees was not significant as of
December 31, 2006 and 2005. The mutual funds that the Group manages are investment vehicles that were estab-
lished to provide returns to investors in the vehicles.

The commercial paper programs give clients access to liquidity in the commercial paper market. As an administrative
agent for the commercial paper programs, the Group facilitates the sale of loans, other receivables, or securities from
various third parties to a commercial paper entity, which then issues collateralized commercial paper to the market.
The Group provides liquidity facilities to the commercial paper vehicles, but these facilities create only limited credit
exposure since the Group is not required to provide funding if the assets of the vehicle are in default.

For asset securitizations, the Group may retain a subordinated interest in the assets the Group securitizes or may
purchase interest in the assets securitized by independent third parties. For structured finance and other products, the
Group structures VIEs to meet various needs of its clients. This category also includes investments in hedge funds
and funds of hedge funds. For the commercial real estate leasing vehicles and closed-end funds, third party investors
essentially provide financing for the purchase of commercial real estate or other assets which are leased to other third
parties.
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The Group formed fifteen statutory business trusts of which the Group owns all of the common securities. These trusts
exist for the sole purpose of issuing cumulative and noncumulative trust preferred securities and investing the pro-
ceeds thereof in an equivalent amount of various subordinated debentures issued by the Group. Effective July 1,
2003, the Group deconsolidated these trusts as a result of the application of FIN 46. Subsequent to the application of
FIN 46, the subordinated debentures amounting to € 5.3 billion are included in the long term debt.

As of December 31, 2006 and December 31, 2005 the aggregated total assets of significant variable interest entities
where the Group holds a significant variable interest, but does not consolidate, and the Group’s maximum exposure to
loss as a result of its involvement with these entities are as follows.

Aggregated total assets Maximum exposure to loss
in€m. 2006 2005 2006 2005
Commercial paper programs 35,792 26,931 38,331 34,411
Commercial real estate leasing vehicles and
real estate investment entities 822 812 254 62
Structured finance and other 7,547 6,780 2,263 1,923
Guaranteed value mutual funds 11,177 7,664 11,007 7,572
Asset Securitizations 216 - 113 -

The Group provides liquidity facilities and, to a lesser extent, guarantees to the commercial paper programs in which it
has a significant interest. The Group’s maximum exposure to loss from these programs is equivalent to the contract
amount of its liquidity facilities since the Group cannot be obligated to fund the liquidity facilities and guarantees at the
same time. The liquidity facilities create only limited credit exposure since the Group is not required to provide funding
if the assets of the vehicle are in default.

For the commercial real estate leasing vehicles and real estate investment entities, the Group’s maximum exposure to
loss results primarily from investments held in these vehicles. For structured finance and other vehicles, the Group’s
maximum exposure to loss results primarily from the risk associated with the Group’s purchased and retained inter-
ests in the vehicles. The maximum exposure to loss related to the significant non-consolidated guaranteed value
mutual funds results from the above mentioned guarantees. The maximum exposure to loss in asset securitizations is
due to the Group’s retained interests in the vehicles.

[10] ASSETS PLEDGED AND RECEIVED AS COLLATERAL

The carrying value of the Group’s assets pledged (primarily for borrowings and deposits) as collateral where the se-
cured party does not have the right by contract or custom to sell or repledge the Group’s assets are as follows.

in€m. Dec 31, 2006 Dec 31, 2005
Interest-earning deposits with banks 119 -
Trading assets 41,151 31,135
Securities available for sale 950 10
Loans 12,434 11,532
Premises and equipment 249 632
Total 54,903 43,309
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At December 31, 2006 and 2005, the Group has received collateral with a fair value of € 385 billion and €407 billion,
respectively, arising from securities purchased under reverse repurchase agreements, securities borrowed, deriva-
tives transactions, customer margin loans and other transactions, which the Group as the secured party has the right
to sell or repledge. At December 31, 2006 and 2005, € 353 billion and € 387 billion, respectively, related to such collat-
eral has been sold or repledged primarily to cover short sales, securities loaned and securities sold under repurchase
agreements. These amounts exclude the impact of netting.

[11] PREMISES AND EQUIPMENT, NET

An analysis of premises and equipment, including assets under capital leases, follows.

in€m. Dec 31, 2006 Dec 31, 2005
Land 687 980
Buildings 2,684 3,389
Leasehold improvements 1,366 1,339
Furniture and equipment 2,413 2,404
Purchased software 287 326
Self-developed software 366 369
Construction-in-progress 114 96
Total 7,917 8,903

Less: Accumulated depreciation and impairment 3,768 3,824
Premises and equipment, net' 4,149 5,079

1 Amounts at December 31, 2006 and 2005 included € 812 million and € 1.7 billion, respectively, of net book value of premises and equipment held for
investment purposes.

CAPITAL LEASES
The Group is lessee under lease agreements covering real property and equipment. The future minimum lease pay-
ments, excluding executory costs, required under the Group’s capital leases at December 31, 2006, were as follows.

in€m.
2007 123
2008 203
2009 52
2010 52
2011 51
2012 and later 427
Total future minimum lease payments 908
Less: Amount representing interest 323
Present value of minimum lease payments 585

At December 31, 2006, the total minimum sublease rentals to be received in the future under subleases are
€437 million. Contingent rental income incurred during the year ended December 31, 2006, was € 1 million.
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OPERATING LEASES
The future minimum lease payments, excluding executory costs, required under the Group’s operating leases at De-
cember 31, 2006, were as follows.

in€m.
2007 564
2008 511
2009 414
2010 354
2011 309
2012 and later 1,112
Total future minimum lease payments 3,264
Less: Minimum sublease rentals 330
Net minimum lease payments 2,934

The following shows the net rental expense for all operating leases.

in€m. 2006 2005 2004
Gross rental expense 595 620 857

Less: Sublease rental income 40 37 116
Net rental expense 555 583 741

[12] GOODWILL AND OTHER INTANGIBLE ASSETS, NET

GOODWILL
The changes in the carrying amount of goodwill by business segment for the years ended December 31, 2006 and
2005 are as follows.

Corporate Global Asset and Private & Corporate Total

Banking & Trans- Wealth Business Invest-

Securities action Manage- Clients ments
in€m. Banking ment
Balance as of January 1, 2005 2,951 436 2,668 234 89 6,378
Purchase accounting adjustments - - - - - -
Transfers - - - - - -
Goodwill acquired during the year 20 - 4 - - 24
Impairment losses - - - - - -
Goodwill related to dispositions - - (110) - - (110)
Effects from exchange rate fluctuations
and other 412 49 275" 6 11 753
Balance as of December 31, 2005 3,383 485 2,837 240 100 7,045
Purchase accounting adjustments - - - - - -
Transfers - 1 - 1) - -
Goodwill acquired during the year 90 - 369 235 33 727
Impairment losses - - - - (31) (31)
Goodwill related to dispositions - - (1) 1) - 2)
Effects from exchange rate fluctuations
and other (321) (38) (218) (3) (15)? (595)
Balance as of December 31, 2006 3,152 448 2,987 470 87 7,144

1 Includes € 27 million of reduction in goodwill related to a prior year’s acquisition.
2 Includes € 13 million of reduction in goodwill related to prior years held for sale write-downs.
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In 2006, the main additions to goodwill relate to the acquisitions of Tilney Group Limited, which contributed
€369 million, the acquisition of norisbank and the remaining 60 % of United Financial Group (UFG), which contributed
€230 million and € 85 million respectively.

In 2005, the main addition to goodwill was related to Bender Menkul Degerler A.S., which contributed € 20 million to
goodwill. Dispositions in 2005 primarily related to the sale of a substantial part of the Group’s UK- and Philadelphia-
based Asset Management business.

Goodwill impairment arises when the net book value of a reporting unit exceeds its estimated fair value. The Group’s
reporting units are generally consistent with the Group’s business segment level, or one level below. The Group per-
forms its annual impairment review during the fourth quarter of each year. There was no goodwill impairment in 2006,
2005 and 2004 resulting from the annual impairment review.

In 2006, a goodwill impairment loss of € 31 million was recorded in the Corporate Investment Group Division relating to
a private equity investment in Brazil, which was not integrated into the reporting unit. The impairment loss was trig-
gered by changes in local law that restricted certain businesses. The fair value of the investment was determined

based on the discounted cash flow method.

In 2005 and 2004 no impairment losses were recorded.

OTHER INTANGIBLE ASSETS, NET

An analysis of acquired other intangible assets follows.

Dec 31, 2006 Dec 31, 2005
Gross carrying Accumulated Net carrying Gross carrying Accumulated Net carrying
in€m. amount amortization amount amount amortization amount
Amortized intangible assets:
Customer contracts 209 20 189 68 17 51
Investment management agreements 39 7 32 27 6 21
Mortgage servicing rights 93 37 56 93 25 68
Other customer-related 150 71 79 118 54 64
Other 42 16 26 19 11 8
Total amortized intangible assets 533 151 382 325 113 212
Unamortized intangible assets:
Retail investment management agreements 877 978
Other 8 8
Total unamortized intangible assets 885 986
Total other intangible assets 1,267 1,198
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For the years ended December 31, 2006 and 2005, the aggregate amortization expense for other intangible assets
was €49 million and €46 million, respectively. The estimated aggregate amortization expense for each of the succeed-
ing five fiscal years is as follows.

in€m.

2007 59
2008 55
2009 47
2010 38
2011 34

For the year ended December 31, 2006, the Group acquired the following other intangible assets.

Additions in current year Weighted-average

amortization period

in€m. in years
Amortized intangible assets:

Customer contracts 148 11

Other customer-related 41 7

Investment management agreements 15 3

Mortgage servicing rights 14 11

Other 27 7

Total other intangible assets 245 10

These additions are mainly due to the acquisition of Tilney Group Limited and norisbank, which contributed € 97 million
and € 83 million, respectively.

Other intangible assets with a carrying value of € 6 million acquired during the year ended December 31, 2006 have
an estimated residual value of €6 million.

In 2006 and 2005 no impairment losses were recorded relating to other intangible assets. In 2004, an impairment loss
of € 19 million relating to other intangible assets constituting investment management agreements was recorded in the
Asset and Wealth Management Corporate Division following the termination of such agreements. The impairment loss
was determined based on the discounted cash flow method and is included in the line item Goodwill impair-
ment/impairment of intangibles on the Consolidated Statement of Income.

[13] ASSETS HELD FOR SALE

In 2006, the Group changed its plans to sell a subsidiary in the Corporate Investments segment because law changes
in the subsidiary’s country of domicile negatively impacted its business model. At December 31, 2005, the Group had
held this subsidiary for sale and net assets were written down to the lower of their carrying value or fair value less cost
to sell resulting in a loss of €7 million.

In 2004, the Group signed several contracts to sell real estate in the Asset and Wealth Management and the Corpo-

rate Investments segments. The net assets were written down to the lower of their carrying value or fair value less
cost to sell resulting in a loss of € 29 million.
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[14] OTHER ASSETS AND OTHER LIABILITIES

The following are the components of other assets and other liabilities.

in€m. Dec 31, 2006 Dec 31, 2005
Other assets:

Brokerage and securities related receivables

Cash/margin receivables 24,841 23,157
Receivables from prime brokerage 26,090 15,282
Pending securities transactions past settlement date 11,109 10,619
Security spot transactions' - 117
Total brokerage and securities related receivables 62,040 49,175
Loans held for sale, net 36,723 25,453
Other assets related to insurance business 1,209 1,149
Due from customers on acceptances 342 93
Accrued interest receivable 6,015 5,000
Tax assets 6,504 5,903
Other 14,945 12,609
Total other assets 127,778 99,382
in€m. Dec 31, 2006 Dec 31, 2005

Other liabilities:
Brokerage and securities related payables

Cash/margin payables 15,169 16,259
Payables from prime brokerage 29,134 16,898
Pending securities transactions past settlement date 8,347 9,371
Security spot transactions' 3,388 -
Total brokerage and securities related payables 56,038 42,528
Insurance policy claims and reserves 2,012 1,940
Acceptances outstanding 342 93
Accrued interest payable 6,129 4,684
Accrued expenses 9,732 9,584
Tax liabilities 7,031 7,215
Other 18,388 15,333
Total other liabilities 99,672 81,377

1 Receivables and payables from security spot transactions are shown net.
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[15] DEPOSITS

The components of deposits are as follows.

in€m. Dec 31, 2006 Dec 31, 2005
German offices:
Noninterest-bearing demand deposits 23,882 22,642
Interest-bearing deposits
Demand deposits 31,948 29,482
Certificates of deposit 71 266
Savings deposits 26,570 23,870
Other time deposits 43,037 37,894
Total interest-bearing deposits 101,626 91,512
Total deposits in German offices 125,508 114,154
Non-German offices:
Noninterest-bearing demand deposits 6,505 7,363
Interest-bearing deposits
Demand deposits 79,696 74,575
Certificates of deposit 45,459 39,069
Savings deposits 10,049 9,124
Other time deposits 141,565 136,502
Total interest-bearing deposits 276,769 259,270
Total deposits in non-German offices 283,274 266,633
Total deposits 408,782 380,787

Related party deposits amounted to € 1.7 billion and € 1.0 billion at December 31, 2006 and 2005, respectively.

The following table summarizes the maturities of time deposits with a remaining term of more than one year as of
December 31, 2006.

By remaining maturities Due in Due in Due in Due in Due after
in€m. 2008 2009 2010 2011 2011
Certificates of deposit 2,409 2,115 87 709 1,184
Other time deposits 3,339 3,108 1,998 2,975 10,685

[16] OTHER SHORT-TERM BORROWINGS

Short-term borrowings are borrowed funds generally with an original maturity of one year or less. Components of other
short-term borrowings include.

in€m. Dec 31, 2006 Dec 31, 2005
Commercial paper 6,806 13,398
Other 12,987 7,151
Total 19,793 20,549
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[17] LONG-TERM DEBT

The Group issues fixed and floating rate long-term debt denominated in various currencies, approximately half of
which is denominated in euros.

The following table is a summary of the Group’s long-term debt.

By remaining maturities Due in Due in Due in Due in Due in Due after Dec 31, 2006 Dec 31, 2005
in€m. 2007 2008 2009 2010 2011 2011 total total
Senior debt:
Bonds and notes:
Fixed rate 10,290 6,607 10,332 7,391 7,602 18,612 60,834 54,898
Floating rate 7,288 6,460 7,485 4,329 8,086 22,255 55,903 41,785
Subordinated debt:
Bonds and notes:
Fixed rate 625 295 1,129 122 569 6,272 9,012 9,830
Floating rate 360 92 1,446 503 123 4,222 6,746 7,041
Total 18,563 13,454 20,392 12,345 16,380 51,361 132,495 113,554

Based on the contractual terms of the debt issues, the following table represents the range of interest rates payable on
this debt for the periods specified.

Dec 31, 2006 Dec 31, 2005
Senior debt:
Bonds and notes:
Fixed rate’ 0.00 % — 31.72 % 0.00 % —31.72%

Floating rate’ 0.00 % —19.70 % 0.00 % —29.99 %

Subordinated debt:

Bonds and notes:
Fixed rate

Floating rate

0.81 % —10.00 %
0.91 % —8.06 %

0.81 % —10.50 %
0.91% —-7.65%

1 The lower and higher end of the range of interest rates relate to some transactions where the contractual rates are shown excluding the effect of embed-
ded derivatives.

Fixed rate debt outstanding at December 31, 2006 matures at various dates through 2050. The weighted-average
interest rates on fixed rate debt at December 31, 2006 and 2005 were 4.89 % and 4.70 %, respectively. Floating rate
debt outstanding at December 31, 2006 matures at various dates through 2056 excluding € 2.8 billion with undefined
maturities. The weighted-average interest rates on floating rate debt at December 31, 2006 and 2005 were 4.85 %
and 3.93 %, respectively. The weighted-average interest rates for total long-term debt were 4.87 % and 4.38 % at
December 31, 2006 and 2005, respectively. Nominal interest rates of certificates on various indices issued by
Deutsche Bank are mainly zero and are excluded from the calculation of the weighted-average rates in order to reflect
the rates on traditional long-term products. Interest rates on related derivatives are not included in the calculation of
the weighted-average interest rates.

The Group enters into various transactions related to the debt it issues. This debt may be traded for market-making

purposes or held for a period of time. Purchases of the debt are accounted for as extinguishments; however, the re-
sulting net gains (losses) during 2006 and 2005 were insignificant.
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[18] OBLIGATION TO PURCHASE COMMON SHARES

As of December 31, 2006 and 2005, the obligation to purchase common shares each amounted to € 3.5 billion, re-
spectively. The obligation represented forward purchase contracts covering approximately 58.6 million (2005:
62.4 million) Deutsche Bank common shares with a weighted-average strike price of €59.04 (2005: € 56.23) entered
into to satisfy obligations under employee share-based compensation awards. Contracts covering 21.8 million shares
(2005: 10.2million) mature in less than one year. The remaining contracts covering 36.8 million shares (2005:
52.2 million) have maturities between one and five years.

[19] MANDATORILY REDEEMABLE SHARES AND MINORITY INTERESTS IN LIMITED LIFE ENTITIES
Other liabilities included €47 million and € 84 million, representing the settlement amount as of December 31, 2006
and 2005, respectively, for minority interests in limited life subsidiaries and mutual funds. These entities have termina-

tion dates between 2102 and 2106.

Included in long-term debt and short-term borrowings were € 3,537 million related to mandatorily redeemable shares at
December 31, 2005. These instruments were terminated in 2006.

[20] COMMON SHARES AND SHARE-BASED COMPENSATION PLANS
Deutsche Bank’s share capital consists of common shares issued in registered form without par value. Under German
law, they represent equal stakes in the subscribed capital. Thus, a “nominal” value can be derived from the total

amount of share capital divided by the number of shares. Therefore, the shares have a nominal value of €2.56.

Common share activity was as follows.

Number of shares 2006 2005 2004
Common shares outstanding, beginning of year 505,557,676 517,269,673 565,077,163
Shares issued under employee benefit plans 10,232,739 10,681,024 -
Shares purchased for treasury (429,180,424) (623,689,715) (536,383,830)
Shares sold or distributed from treasury 412,040,283 601,296,694 488,576,340
Common shares outstanding, end of year 498,650,274 505,557,676 517,269,673

Shares purchased for treasury consist of shares held for a period of time by the Group as well as any shares pur-
chased with the intention of being resold in the short term. In addition, beginning in 2002, the Group launched share
buy-back programs. Shares acquired under these programs are either deemed to be retired or used to meet obliga-
tions relating to share-based compensation. The second program was completed in June 2004 and resulted in the
retirement of 38 million shares. The third and fourth buy-back programs were completed in April 2005 and June 2006,
respectively, and 40 million shares were retired in January 2006. The fifth buy-back program was started in June 2006.
All such transactions were recorded in shareholders’ equity and no revenues and expenses were recorded in connec-
tion with these activities.
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AUTHORIZED AND CONDITIONAL CAPITAL

Deutsche Bank’s share capital may be increased by issuing new shares for cash and in some circumstances for non-
cash consideration. At December 31, 2006, Deutsche Bank had authorized but unissued capital of €426,000,000
which may be issued at various dates through April 30, 2009 as follows.

Authorized capital Expiration date
€100,000,000 April 30, 2007
€ 128,000,000" April 30, 2008
€ 198,000,000 April 30, 2009

1 Capital increase may be affected for noncash contributions with the intent of acquiring a company or holdings in companies.

Deutsche Bank also had conditional capital of € 171,255,255. Conditional capital is available for various instruments
that may potentially be converted into common shares.

The Annual General Meeting on June 2, 2004 authorized the Management Board to issue once or more than once,
bearer or registered participatory notes with bearer warrants and/or convertible participatory notes, bonds with war-
rants, and/or convertible bonds on or before April 30, 2009. For this purpose share capital was increased conditionally
by up to € 150,000,000.

Under the DB Global Partnership Plan, €51,200,000 of conditional capital was available for option rights available for
grant until May 10, 2003 and € 64,000,000 for option rights available for grant until May 20, 2005. A total of 6,975,843
option rights were granted and not exercised at December 31, 2006. Therefore, capital can still be increased by
€ 17,858,158 under this plan. Also, the Management Board was authorized at the Annual General Meeting on May 17,
2001 to issue, with the consent of the Supervisory Board, up to 12,000,000 option rights on Deutsche Bank shares on
or before December 31, 2003 of which 1,326,991 option rights were granted and not exercised at December 31, 2006
under the DB Global Share Plan (pre 2004). Therefore, capital still can be increased by € 3,397,097 under this plan.
These plans are described below.

SHARE-BASED COMPENSATION

Effective January 1, 2006, the Group adopted SFAS 123(R) using the modified prospective application method. Under
this method, SFAS 123(R) applies to new awards and to awards modified, repurchased or cancelled after the required
effective date.

SFAS 123(R) replaces SFAS 123 and supersedes APB Opinion No. 25. The Group adopted the fair-value-based
method under SFAS 123 prospectively for all employee awards granted, modified or settled after January 1, 2003,
excluding those related to the 2002 performance year. Prior to this the Group applied the intrinsic-value-based provi-
sions of APB Opinion No. 25. See Note [1] for a discussion on the Group’s accounting for share-based compensation.

The Group’s share-based compensation plans used for granting new awards in 2006 and 2007 are summarized in the

table below. These plans, and those plans no longer used for granting new awards, are described in more detail be-
low.
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Plan name Eligibility Requisite service period1

Share-based compensation plans
Restricted Equity Units Plan Select executives 4.5 years
DB Global Partnership Plan

DB Equity Units

as bonus grants Select executives 2 years
as retention grants Select executives 3.5 years

DB Share Scheme
as bonus grants Select employees 3 years
as retention grants Select employees 3 years
DB Global Share Plan (since 2004) All employees 1 year
DB Equity Plan® Select employees 4 years

1 Approximate period during which an employee is usually required to provide service in exchange for all portions of the award.
2 Used for grants starting 2007, estimate of requisite service period based on grants in February 2007.

SHARE-BASED COMPENSATION PLANS USED FOR GRANTING NEW AWARDS IN 2006 AND 2007
RESTRICTED EQUITY UNITS PLAN

Under the Restricted Equity Units Plan, the Group grants various employees deferred share awards as retention in-
centive which provides the right to receive common shares of the Group at specified future dates. The expense re-
lated to Restricted Equity Units awarded is recognized on a straight-line basis over the requisite service period, which
is generally four to five years.

The Group also grants to the same group of employees exceptional awards as a component of the Restricted Equity
Units as an additional retention incentive that is forfeited if the participant terminates employment prior to the end of
the vesting period. Compensation expense for these awards is recognized on a straight-line basis over the requisite
service period.

With the adoption of SFAS 123(R), the Group accelerates the expense recognition for REU awards granted in 2006 in
those cases where the award recipient is, or becomes, eligible for early retirement according to the defined criteria of
the plan.

DB GLOBAL PARTNERSHIP PLAN — EQUITY UNITS

DB Equity Units are deferred share awards, each of which entitles the holder to one of the Group’s common shares
approximately three and a half years from the date of the grant. For award years up to and including 2005, the Group
awarded initial awards of DB Equity Units in relation to annual bonuses that were forfeited if a participant terminates
employment under certain circumstances within the first two years following the grant. Compensation expense for
these awards was recognized in the applicable performance year as part of compensation expense for that year.

From 2006, all initial awards of DB Equity Units granted are amortized over the requisite service period in accordance
with the requirements of SFAS 123(R). Recipients of these DB Equity Units are also granted exceptional awards of
DB Equity Units as retention incentive that is forfeited if the participant terminates employment prior to the end of the
vesting period. Compensation expense for these awards is recognized on a straight-line basis over the vesting period,
which is approximately three and a half years.

DB SHARE SCHEME

Under the DB Share Scheme, the Group grants various employees deferred share awards which provide the right to
receive common shares of the Group at a specified future date. Compensation expense for awards granted in relation
to annual bonuses was recognized in the applicable performance year as part of compensation earned for that year
until performance year 2004.
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From performance years 2005 and onwards, awards under this plan are granted as retention incentive only. Awards
granted as retention incentive are expensed on a straight-line basis over the vesting period, which is generally three
years. The award vests either in multiple tranches (graded vesting) or on a specific date (cliff vesting).

With the adoption of SFAS 123(R), in cases where a DB Share Scheme award granted after January 1, 2006 has a
graded vesting schedule, each vesting portion is amortized separately on a straight line-basis over the requisite ser-
vice period.

DB GLOBAL SHARE PLAN (SINCE 2004)

The DB Global Share Plan is an all-employee program which awards eligible employees ten shares of the Group’s
common shares as part of their annual compensation. A participant must have been working for the Group for at least
one year and have had an active employment contract in order to participate. The number of shares granted to part-
time employees and those in various categories of extended leave was on a pro rata basis. Compensation expense
related to the DB Global Share Plan is recognized on a straight line basis over the requisite service period of one year
from the date of grant. Awards vest on November 1 of the year following the grant and are forfeited if the participant
terminates employment prior to vesting.

DB EQUITY PLAN

The DB Equity Plan is a scheme established in 2007, which awards eligible employees the right to receive common
shares of the Group at specified future dates. The expense related to the DB Equity Plan is recognized on a straight-
line basis over the requisite service period. The award vests either in multiple tranches (graded vesting) or at one date
(cliff vesting). In cases where the award has a graded vesting schedule, each vesting portion is amortized separately
on a straight line-basis over the requisite service period.

Plan rules for the DB Equity Plan allow in specified cases for early retirement before the award vests. Expense recog-
nition is accelerated for awards granted to staff who are or become eligible for early retirement according to the de-
fined criteria of the plan.

In countries where legal or practical restrictions hinder the delivery of shares, a cash plan variant of the DB Equity Plan
is used for making awards. This variant mandates a settlement by a payment of an amount per notional share equal-
ing the average Deutsche Bank share price on the first ten trading days of the month in which the vesting date occurs.
Compensation expense for these grants is calculated using variable plan accounting.

SHARE-BASED COMPENSATION PLANS NO LONGER USED FOR GRANTING NEW AWARDS

DB KEY EMPLOYEE EQUITY PLAN

Under the DB Key Employee Equity Plan (“DB KEEP”), the Group granted selected executives deferred share awards
which provide the right to receive common shares of the Group at a specified future date. The awards were granted as
retention incentive to various employees and are expensed on a straight-line basis over the requisite service period as
compensation expense. The vesting period is generally five years.
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DB GLOBAL SHARE PLAN (PRE 2004)

SHARE PURCHASES. In 2003 and 2002, eligible employees could purchase up to 20 shares and eligible retirees could
purchase up to 10 shares of the Group’s common shares. German employees and retirees were eligible to purchase
these shares at a discount. The participant received all dividend rights for the shares purchased. At the date of pur-
chase, the Group recognized as compensation expense the difference between the quoted market price of a common
share at that date and the price paid by the participant.

PERFORMANCE OPTIONS. In 2003 and 2002, employee participants received for each common share purchased five
options. Each option entitled the participant to purchase one of the Group’s common shares. Options vest approxi-
mately two years after the date of grant and expire after six years. Options may be exercised at a strike price equal to
120 % of the reference price. The reference price was set at the higher of the fair market value of the Group’s common
shares on the date of grant or an average of the fair market value of the Group’s common shares for the ten trading
days on the Frankfurt Stock Exchange up to and including the date of grant.

Generally, a participant must have been working for the Group for at least one year and have had an active employ-
ment contract in order to participate. Options are forfeited upon termination of employment. Participants who retire or
become permanently disabled prior to vesting may still exercise their rights during the exercise period.

Compensation expense for options awarded for the 2003 performance year is recognized over the vesting period in
accordance with the fair-value-based method.

DB GLOBAL PARTNERSHIP PLAN — PERFORMANCE OPTIONS AND PARTNERSHIP APPRECIATION RIGHTS
PERFORMANCE OPTIONS. Performance options are rights to purchase the Group’s common shares. Performance
Options were granted with an exercise price equal to 120 % of the reference price. The reference price is set at the
higher of the fair market value of the Group’s common shares on the date of grant or an average of the fair market
value of the Group’s common shares for the ten trading days on the Frankfurt Stock Exchange up to and including the
date of the grant.

Performance Options are subject to a minimum vesting period of two years. In general, one-third of the options be-
come exercisable at each of the second, third and fourth anniversaries of the grant date. However, if the Group’s
common shares trade at more than 130 % of the reference price for 35 consecutive trading days, the Performance
Options become exercisable on the later of the end of the 35-day trading period or the second anniversary of the
award date. This condition was fulfilled for the Performance Options granted in February 2003 for the 2002 perform-
ance year, and all these options became exercisable in February 2005. The condition was also fulfilled for the Per-
formance Options granted in February 2004 for the 2003 performance year and the unvested two-thirds of this award
became exercisable in March 2006.

Under certain circumstances, if a participant terminates employment prior to the vesting date, Performance Option
awards will be forfeited. All options not previously exercised or forfeited expire on the sixth anniversary of the grant

date.

There were no options awarded for the 2006, 2005 or 2004 performance years. Compensation expense for options
awarded for the 2003 performance year was recognized in 2003 in accordance with the fair-value based method.
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PARTNERSHIP APPRECIATION RIGHTS. Partnership Appreciation Rights (“PARs”) are rights to receive a cash award in
an amount equal to 20 % of the reference price for Performance Options described above. The vesting of PARs oc-
curs at the same time and to the same extent as the vesting of Performance Options. PARs are automatically exer-
cised at the same time and in the same proportion as the exercise of the Performance Options.

There were no PARs awarded for the 2006, 2005 or 2004 performance year. No compensation expense was recog-
nized for the year ended December 31, 2003 as the PARs represent a right to a cash award only with the exercise of
Performance Options. This effectively reduces the exercise price of any Performance Option exercised to the refer-
ence price described above and is factored into the calculation of the fair value of the option.

STOCK APPRECIATION RIGHTS PLANS

The Group has granted stock appreciation rights plans (“SARs”) which provide eligible employees of the Group the
right to receive cash equal to the appreciation of the Group’s common shares over an established strike price. The
stock appreciation rights granted can be exercised approximately three years from the date of grant. Stock apprecia-
tion rights expire approximately six years from the date of grant.

Compensation expense on SARs, calculated as the excess of the current market price of the Group’s common shares
over the strike price, is recorded using variable plan accounting. The expense related to a portion of the awards was
recognized in the performance year if it relates to annual bonuses earned as part of compensation, while remaining
awards were expensed over the vesting periods.

OTHER PLANS
The Group has other local share-based compensation plans, none of which, individually or in the aggregate, are mate-
rial to the consolidated financial statements.

COMPENSATION EXPENSE

Expense related to share awards is recognized on a straight line basis over the requisite service period. The service
period usually begins on the grant date of the award and ends when the award is no longer subject to plan-specific
forfeiture provisions. Awards are forfeited if a participant terminates employment under certain circumstances. The
accrual is based on the number of instruments expected to vest. A further description of the underlying accounting
principles can be found in Note [1] to the consolidated financial statements.

The Group recognized compensation expense related to its significant share-based compensation plans, described
above, as follows.

in€m. 2006 2005 2004
DB Global Partnership Plan’ 5 3 11
DB Global Share Plan 43 40 15
DB Share Scheme/Restricted Equity Units Plan/DB KEEP 973 875 997
Stock Appreciation Rights Plans® 19 31 81
Total 1,040 949 1,104

1 Compensation expense for the year ended December 31, 2004 included € 6.6 million related to DB Equity Units granted in February 2005. No amounts
were expensed in 2005 in relation to DB Equity units granted in February 2006.

2 For the years ended December 31, 2006, 2005 and 2004, net (gains) losses of € (73) million, € (138) million and € 81 million, respectively, from non-
trading equity derivatives, used to offset fluctuations in employee share-based compensation expense, were included.

The related total recognized tax benefit for the years ended December 31, 2006, 2005 and 2004 was approximately
€ 392 million, € 354 million and €420 million, respectively.
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As of December 31, 2006, unrecognized compensation cost related to non-vested share-based compensation was
€ 1.2billion, which is expected to be recognized over an average period of approximately 1 year 8 months.

The following is a summary of the activity in the Group’s current compensation plans involving share and option

awards for the years ended December 31, 2006, 2005 and 2004.

DB Global Partnership Plan

in thousands of units DB Equity Units Weighted-average grant Performance Options' Weighted-average
(except per share data and exercise prices) date fair value per unit exercise price2
Balance at December 31, 2003 527 €66.58 25,889 €66.60
Granted 127 €58.11 115 €76.61
Issued (324) €74.97 - -
Forfeited - - (152) €89.96
Balance at December 31, 2004 330 €55.06 25,852 €66.51
Granted 139 €59.68 - -
Issued (179) €55.68 - -
Exercised - - (9,679) €47.53
Forfeited - - (68) €89.96
Balance at December 31, 2005 290 €56.89 16,105 €77.82
Granted 93 €78.90 - -
Issued (24) €34.65 - -
Exercised - - (9,105) €79.21
Forfeited - - (24) €89.96
Balance at December 31, 2006 359 €64.12 6,976 €75.96

Weighted-average remaining contractual life at:
December 31, 2006
December 31, 2005
December 31, 2004

1 year 5 months
2 years 4 months
3 years 7 months

1 All DB Global Partnership Performance Options are exercisable as of December 31, 2006.
2 The weighted-average exercise price does not include the effect of the Partnership Appreciation Rights for the DB Global Partnership Plan.

Under the DB Global Partnership Plan approximately 73,000 DB Equity Units were granted as Initial Award and
18,000 as Exceptional Award in February 2007. The weighted-average grant date fair value per DB Equity Unit

granted was € 93.56.
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The following is a summary of the activity in the Group’s compensation plans involving share awards (DB Share
Scheme, DB Key Employee Equity Plan, Restricted Equity Units Plan and DB Global Share Plan (since 2004)) for the
years ended December 31, 2006, 2005 and 2004. Expense for these awards is recognized over the requisite service
period.

DB Share Scheme/ Global Share Plan Total Weighted-average
in thousands of units DB KEEP/REU (since 2004) grant date fair value
(except per share data) per unit
Balance at December 31, 2003 43,921 - 43,921 € 48.21

Granted 24,017 594 24,611 €58.03
Issued (7,770) - (7,770) €64.13
Forfeited (3,322) - (3,322) €49.61
Balance at December 31, 2004 56,846 594 57,440 €50.19
Granted 17,542 534 18,076 €60.31
Issued (5,959) (551) (6,510) €59.25
Forfeited (3,477) 43) (3,520) €52.40
Balance at December 31, 2005 64,952 534 65,486 € 51.96
Granted 13,801 555 14,356 €76.15
Issued (14,792) (524) (15,316) €68.24
Forfeited (2,357) (10) (2,367) €54.43
Balance at December 31, 2006 61,604 555 62,159 €53.44

In addition to the amounts shown in the table above, in February 2007 the Group granted awards of approximately
10.6 million units under the DB Equity Plan with an average fair value of €95.87 per unit. Of the 10.6 million units,
approximately 0.2 million were granted under the cash plan variant of this plan.

The following is a summary of the Group’s Stock Appreciation Rights Plans and DB Global Share Plan (pre 2004) for
the years ended December 31, 2006, 2005 and 2004.

Stock Appreciation Rights Plans DB Global Share Plan (pre 2004)
in thousands of units Units' Weighted- Shares Performance Weighted-
(except for strike and exercise average strike Options2 average exercise
prices) price price
Balance at December 31, 2003 16,171 €69.26 N/A 3,845 €65.54

Exercised (387) €68.08 - - -
Forfeited - - - (260) €64.02
Expired (451) €65.97 - - -
Balance at December 31, 2004 15,333 €69.39 N/A 3,585 €65.64
Exercised (7,911) €69.02 - (1,002) €55.39
Forfeited (7) €63.66 - (73) €64.13
Expired (308) €69.88 - - -
Balance at December 31, 2005 7,107 €69.79 N/A 2,510 €69.77
Exercised (6,706) €69.48 - (1,128) €70.33
Forfeited - - - (55) €74.13
Expired - - - - -
Balance at December 31, 2006 401 €74.83 N/A 1,327 €69.11
Weighted-average remaining
contractual life at:
December 31, 2006 1 month 2 years 5 months
December 31, 2005 1 year 3 years 6 months
December 31, 2004 2 year 4 years 4 months

N/A — Not applicable. Participant received all rights for shares purchased under the DB Global Share Plan.

1 é’hfz total payments made upon exercise for the year ended December 31, 2006, 2005 and 2004 were approximately € 169 million, € 68 million and
million.

2 All DB Global Share Performance Options are exercisable as of December 31, 2006.
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The total intrinsic value of all options awarded under the DB Global Partnership Plan (not including the effect of the
Partnership Appreciation Rights (PARs)) and the DB Global Share Plan (pre 2004) that were exercised during the
years ended December 31, 2006 and 2005 was approximately € 138 million and € 198 million, respectively. No exer-
cises occurred during the year ended December 31, 2004. The aggregate intrinsic value of outstanding options under
these plans as of December 31, 2006 was € 220 million.

Settlement of PARs led to payments of approximately € 120 million in the year ended December 31, 2006, and of
approximately € 77 million in the year ended December 31, 2005. No settlements occurred in 2004.

The amount of cash received from exercise of options during the year ended December 31, 2006 was € 800 million,
and approximately 10.2 million shares have been issued upon exercise of these options.

The tax benefits realized from Performance Option exercises (including PARs) during the year ended December 31,
2006 was approximately € 51 million. The tax benefits realized in the same period from delivery of shares under the
DB Global Share Plan (since 2004), the DB Share Scheme (including Restricted Equity Units Plan and DB KEEP) and
the DB Global Partnership Plan for the settlement of Equity Units was approximately € 39 million.

FUNDING PRINCIPLES

Equity-based compensation programs are funded through shares that have previously been bought back in the mar-
ket as well as through newly issued shares. Share-based compensation plans, where employees have the right to
receive common shares of the Group at specified future dates, are covered by shares that have been bought back
under the scope of the Bank’s share buy-back programs, done typically prior to the award date. For most of the share-
based compensation plans, these previously repurchased treasury shares are delivered into economic hedges at the
award date, with the delivery to eligible employees taking place at the end of the vesting period. In contrast to share
awards, exercised employee stock options are covered by issuing new shares using conditional capital.

[21] ASSET RESTRICTIONS AND DIVIDENDS

The European Central Bank sets minimum reserve requirements for institutions that engage in the customer deposit
and lending business. These minimum reserves must equal a certain percentage of the institutions’ liabilities resulting
from certain deposits, and the issuance of bonds. Liabilities to European Monetary Union national central banks and to
other European Monetary Union banking institutions that are themselves subject to the minimum reserve require-
ments are not included in this calculation. Since January 1, 1999, the European Central Bank has set the minimum
reserve rate at 2 %. For deposits with a term to maturity or a notice period of more than two years, bonds with a term
to maturity of more than two years and repurchase transactions, the minimum reserve rate has been set at 0 %. Each
institution is required to deposit its minimum reserve with the national central bank of its home country.

Cash and due from banks includes reserve balances that the Group is required to maintain with certain central banks.
These required reserves were € 320 million and € 442 million at December 31, 2006 and 2005, respectively.
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Under German law, dividends are based on the results of Deutsche Bank AG as prepared in accordance with German
accounting rules. The Management Board, which prepares the annual financial statements of Deutsche Bank AG on
an unconsolidated basis, and the Supervisory Board, which reviews them, first allocate part of Deutsche Bank’s an-
nual surplus (if any) to the statutory reserves and to any losses carried forward, as it is legally required to do. For own
shares (i.e., treasury shares) a reserve in the amount of their value recorded on the asset side must be set up from the
annual surplus or from other revenue reserves. Then they allocate the remainder between other revenue reserves (or
retained earnings) and balance sheet profit (or distributable profit). They may allocate up to one-half of this remainder
to other revenue reserves, and must allocate at least one-half to balance sheet profit. The Group then distributes the
amount of the balance sheet profit of Deutsche Bank AG if the Annual General Meeting resolves so.

Certain other subsidiaries are subject to various regulatory and other restrictions that may limit cash dividends and
certain advances to Deutsche Bank.

[22] REGULATORY CAPITAL

The regulatory capital adequacy guidelines applicable to the Group are set forth by the Basel Committee on Banking
Supervision, the secretariat of which is provided by the Bank for International Settlements (“BIS”), and by European
Council directives, as implemented into German law. The German Federal Financial Supervisory Authority (Bundes-
anstalt fur Finanzdienstleistungsaufsicht, referred to as BaFin) in cooperation with the Deutsche Bundesbank super-
vises the Group’s compliance with such guidelines. Effective December 31, 2001 the BaFin permitted the Group to
calculate its BIS capital adequacy ratios on the basis of the consolidated financial statements prepared in accordance
with U.S. GAAP.

The BIS capital ratio is the principal measure of capital adequacy for internationally active banks. This ratio compares
a bank’s regulatory capital with its counterparty risks and market price risks (which the Group refers to collectively as
the “risk position”). Counterparty risk is measured for asset and off-balance sheet exposures according to broad cate-
gories of relative credit risk. The Group’s market risk component is a multiple of its value-at-risk figure, which is calcu-
lated for regulatory purposes based on the Group’s internal models. These models were approved by the BaFin for
use in determining the Group’s market risk equivalent component of its risk position. A bank’s regulatory capital is
divided into three tiers (core or Tier | capital, supplementary or Tier Il capital, and Tier lll capital). Core or Tier | capital
consists primarily of share capital (except for cumulative preference shares), additional paid-in capital, retained earn-
ings and hybrid capital components, such as noncumulative trust preferred securities and equity contributed on silent
partnership interests (stille Beteiligungen), less intangible assets (principally goodwill) and the impact from the tax law
changes (as described below). Supplementary or Tier Il capital consists primarily of cumulative preference shares,
profit participation rights (Genussrechte), cumulative trust preferred securities, long-term subordinated debt, unrealized
gains on listed securities and other inherent loss allowance. Tier lll capital consists mainly of certain short-term subor-
dinated liabilities and it may only cover market price risk. Banks may also use Tier | and Tier Il capital that is in excess
of the minimum required to cover counterparty risk (excess Tier | and Tier Il capital) in order to cover market price risk.
The minimum BIS total capital ratio (Tier | + Tier Il + Tier lll) is 8 % of the risk position. The minimum BIS core capital
ratio (Tier 1) is 4 % of the risk-weighted positions and 2.29 % of the market risk equivalent. The minimum core capital
ratio for the total risk position therefore depends on the weighted-average of risk-weighted positions and market risk
equivalent. Under BIS guidelines, the amount of subordinated debt that may be included as Tier |l capital is limited to
50 % of Tier | capital. Total Tier Il capital is limited to 100 % of Tier | capital. Tier Ill capital is limited to 250 % of the Tier
| capital not required to cover counterparty risk.

The effect of the 1999/ 2000 German Tax Reform Legislation on securities available for sale is treated differently for
the regulatory capital calculation and financial accounting. For financial accounting purposes, deferred tax provisions
for unrealized gains on securities available for sale are recorded directly to other comprehensive income whereas the
adjustment to the related deferred tax liabilities for a change in expected effective income tax rates is recorded as an
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adjustment of income tax expense in current period earnings. The positive impact from the above on retained earnings
of the Group from the two important German tax law changes in 1999 and 2000 amounts to approximately € 2.1 billion
for both December 31, 2006 and 2005. For the purpose of calculating the regulatory capital, unrealized gains on secu-
rities available for sale (including the aforementioned positive impacts from the tax law changes on retained earnings)

are excluded from Tier | capital.

The following table presents a summary of the Group’s capital adequacy calculation as of December 31, 2006 and

December 31, 2005.

in € m. (except percentages) Dec 31, 2006 Dec 31, 2005
Risk-weighted positions 264,049 240,696
Market risk equivalent1 11,588 10,506
Risk position 275,637 251,202
Core capital (Tier I) 24,498 21,898
Supplementary capital (Tier I1) 10,825 11,988
Available Tier Il capital - -
Total regulatory capital 35,323 33,886
Core capital ratio (Tier I) 8.9 % 8.7 %
Capital ratio (Tier | + 11 + III) 12.8 % 13.5%

1 A multiple of the Group’s value-at-risk, calculated with a probability level of 99 % and a ten-day holding period.

BIS rules and the German Banking Act require the Group to cover its market price risk as of December 31, 2006, with
€927 million of regulatory capital (Tier | + Il + lll). The Group met this requirement entirely with Tier | and Tier Il capital.

The Group’s supplementary capital (Tier Il) of € 10.8 billion on December 31, 2006, amounted to 44 % of core capital.

The Group’s capital ratio was 12.8 % on December 31, 2006, significantly higher than the 8 % minimum required by

the BIS guidelines.

Failure to meet minimum capital requirements can initiate certain orders, and possibly additional discretionary actions
by the BaFin and other regulators, that, if undertaken, could have a direct material effect on the Group’s businesses.
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The components of core and supplementary capital for the Group of companies consolidated for regulatory purposes
are as follows at December 31, 2006, according to BIS.

Core capital (in € m.) Dec 31, 2006
Common shares 1,343
Additional paid-in capital 14,424
Retained earnings, common shares in treasury, equity classified as obligation to purchase common shares, adjustment to

apply initially SFAS 158, foreign currency translation 16,471
Minority interests 903
Noncumulative trust preferred securities 4,496
Iltems deducted (principally goodwill and tax effect of available for sale securities) (13,139)
Total core capital 24,498
Supplementary capital (in € m.) Dec 31, 2006
Unrealized gains on listed securities (45 % eligible) 1,262
Other inherent loss allowance 387
Cumulative preferred securities 759
Subordinated liabilities, if eligible according to BIS 8,417
Total supplementary capital 10,825

The group of companies consolidated for regulatory purposes includes all subsidiaries in the meaning of the German
Banking Act that are classified as credit institutions, financial services institutions and financial enterprises or bank
services enterprises. It does not include insurance companies or companies outside the finance sector.

[23] INTEREST REVENUES AND INTEREST EXPENSE

The following are the components of interest revenues and interest expense.

in€m. 2006 2005 2004

Interest revenues:
Interest-earning deposits with banks 1,363 987 797
Central bank funds sold and securities purchased under resale agreements 11,349 9,884 4,647
Securities borrowed 6,888 4,442 1,668
Interest income on securities available for sale and other investments 787 602 509
Dividend income on securities available for sale and other investments 206 264 300
Loans 8,601 6,909 6,896
Trading assets 22,784 17,048 12,596
Other 3,239 1,572 610

Total interest revenues 55,217 41,708 28,023

Interest expense:
Interest-bearing deposits

Domestic 2,649 1,994 1,953
Foreign 12,754 8,268 5174
Trading liabilities 10,128 8,179 6,866
Central bank funds purchased and securities sold under repurchase agreements 16,306 11,785 4,627
Securities loaned 798 929 556
Other short-term borrowings 1,129 1,023 467
Long-term debt 4,534 3,529 3,198
Total interest expense 48,298 35,707 22,841
Net interest revenues 6,919 6,001 5,182
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[24] PENSION AND OTHER EMPLOYEE BENEFIT PLANS

The Group provides retirement arrangements covering the majority of its employees. The majority of beneficiaries of
the retirement arrangements are located in Germany. The value of a participant’'s accrued pension benefit is based
primarily on each employee’s remuneration and length of service.

The Group’s plans are generally funded.

The following amounts were contributed to the plan assets of the funded defined benefit pension plans.

Contributions

in€m. 2006 2005
Germany/Luxembourg 156 200
United Kingdom 106 202
United States 69 97
Others 23 22
Total 354 521

The Group expects to contribute approximately € 300 million to its defined benefit pension plans in 2007. It is the
Group’s policy to fund fully the projected benefit obligation of funded plans with plan assets subject to meeting any
local statutory requirements. Therefore, the final amounts to be contributed in 2007 will be determined in the fourth
quarter of 2007.

The Group also sponsors a number of defined contribution plans covering employees of certain subsidiaries. The
assets of all the Group’s defined contribution plans are held in independently administered funds. Contributions are
generally determined as a percentage of salary.

In addition, the Group’s affiliates maintain unfunded contributory postretirement medical plans for a number of retired
employees who are mainly located in the United States. These plans pay stated percentages of eligible medical and
dental expenses of retirees after a stated deductible has been met. The Group funds these plans on a cash basis as
benefits are due.

In 2005, the Group has adopted a December 31 measurement date for all plans, whereas for 2004 the plans in the UK
and U.S. used an early measurement date of September 30. The change in measurement date did not have a mate-

rial impact on the 2005 consolidated results.

All plans are valued using the projected unit credit method. The recognition of actuarial gains and losses is applied by
using the 10 % “corridor” approach.

F-146



144 /] 145

The following table provides a reconciliation of the changes in the projected benefit obligation and fair value of assets
of the Group’s plans over the two-year period ended December 31, 2006 and a statement of the funded status as of
December 31 for each year.

Defined benefit Postretirement
pension plans medical plans
in€m. 2006 2005 2006 2005
Change in benefit obligation:
Benefit obligation at beginning of year 9,221 7,592 191 138
Service cost 319 265 5 6
Interest cost 395 391 10 9
Plan amendments 3) (54) - -
Acquisitions/divestitures 36 - - -
Actuarial loss (gain) (489) 1,148 (35) 28
Benefits paid (386) (355) 9) 11)
Curtailment/settiement/other’ 76 60 3 -
Foreign currency exchange rate changes (51) 174 (18) 21
Benefit obligation at end of year 9,118 9,221 147 191
Change in plan assets:
Fair value of plan assets at beginning of year 9,323 7,643 - -
Expected return on plan assets 413 391 - -
Difference between actual and expected return (371) 928 - -
Employer contributions 354 521 - -
Acquisitions/divestitures 85! - - -
Benefits paid® (338) (334) - -
Curtailment/settiement/other’ 7% 2 - -
Foreign currency exchange rate changes (44) 172 - -
Fair value of plan assets at end of year 9,447 9,323 - -
Funded status: 329 102 (147) (191)
Unrecognized net actuarial loss (gain) N/A 1,058 N/A 40
Unrecognized prior service cost (benefit) N/A (60) N/A 6
Net amount recognized at end of year N/A 1,100 N/A (145)

N/A - Not applicable
1 Includes beginning balance of first time application of smaller schemes.
2 For funded schemes only.

The Group’s primary investment objective is to limit its exposure to large swings in the funded status of the defined
benefit pension plans. As a consequence, the actuarial loss (gain) in respect of the benefit obligation was largely offset
by gains (losses) from the plan assets.

In September 2006, the FASB issued SFAS No. 158, “Employers’ Accounting for Defined Benefit Pension and Other
Postretirement Plans” (“SFAS 158”) which requires an employer to recognize the overfunded or underfunded status of
a plan as an asset or liability in its consolidated balance sheet. Under SFAS 158, actuarial gains and losses and prior
service costs or credits that have not yet been recognized through earnings as net periodic benefit cost will be recog-
nized in other comprehensive income, net of tax, until they are amortized as a component of net periodic benefit cost
by applying the corridor approach.
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The following table shows the incremental effect of applying SFAS 158 on individual line items in the Consolidated
Balance Sheet as of December 31, 2006.

Defined benefit pension plans Postretirement medical plans
Before SFAS 158 SFAS 158 adoption After Before SFAS 158 adoption After
application of adoption adjustments — unrec-  application of  application of adjustments — unrec-  application of
SFAS 158 adjustments  ognized actuarial gain SFAS 158 SFAS 158  ognized actuarial gain SFAS 158
— AML (loss) and prior (loss) and prior
in€m. service benefit (cost) service benefit (cost)
Prepaid pension asset 1,277 - (754) 523 - - -
Pension liability (151) - (43) (194) (145) (2) (147)
AML 7 @) - = - - =
AOCI, pre-tax (7) 7' (797) (797) - 2) (2)
Deferred income tax
asset/(liability) 3 3)' 249 249 - 1 1
AOCI, net of tax 4) 4 (548) (548) - 1) (1)

AML = Additional Minimum Liability

1 Upon the adoption of SFAS 158 at December 31, 20086, it is no longer required to recognize an AML. Therefore amounts represent the elimination of the AML that had been required prior
to adopting SFAS 158.

The amounts recognized in Accumulated other comprehensive income, before taxes as of December 31, 2006 are as
follows:

Defined benefit Postretirement
in€m. pension plans medical plans
Actuarial losses (gains) 856 2)
Prior service costs (benefits) (59) 4
Total 797 2

The amounts in Accumulated other comprehensive income expected to be amortized as components of net periodic
benefit cost in 2007 are as follows:

Defined benefit Postretirement
in€m. pension plans medical plans
Actuarial losses (gains) 67 -
Prior service costs (benefits) (6)

Total 61 2

The accumulated benefit obligation for all defined benefit pension plans was € 8.6 billion at both December 31, 2006
and 2005.
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The following table shows the information for funded defined benefit pension plans with an accumulated benefit obli-
gation in excess of the fair value of plan assets.

in€m. Dec 31, 2006 Dec 31, 2005
Projected benefit obligation 33 122
Accumulated benefit obligation 28 106
Fair value of plan assets 18 68

The information for funded defined benefit pension plans with a projected benefit obligation in excess of the fair value
of plan assets is shown in the following table.

in€m. Dec 31, 2006 Dec 31, 2005
Projected benefit obligation 952 339
Accumulated benefit obligation 926 292
Fair value of plan assets 924 267

The accumulated postretirement benefit obligation exceeds plan assets for all of the company’s postretirement medi-
cal plans because they are unfunded.

The weighted-average asset allocation of the Group’s defined benefit pension plans by asset category at Decem-
ber 31, 2006 and 2005, as well as the target allocation for December 31, 2007, are as follows.

Target allocation Percentage of plan assets
Dec 31, 2007 Dec 31, 2006 Dec 31, 2005

Asset category:
Equity securities 5% 10 % 17 %
Debt securities (including Cash) 90 % 87 % 78 %'
Alternative Investments (including Real Estate) 5% 3% 5%
Total 100 % 100 % 100 %

1 In 2005, the portion of cash (7 %) was included in the asset category “Real Estate and other”.

The asset allocation is reviewed regularly, and, as part of the review of the investment strategy in 2006, the target
equity allocation was reduced further.

Plan assets as of December 31, 2006 include derivative transactions with the Group and other counterparties with a

negative market value of € 117 million. In addition, there are € 33 million of securities issued by the Group included in
the plan assets.
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The table below reflects the benefits expected to be paid in each of the next five fiscal years, and in the aggregate for
the five fiscal years thereafter. The amounts include benefits attributable to estimated future employee service.

Defined benefit Postretirement
in€m. pension plans medical plans1
2007 344 10
2008 343 10
2009 360 11
2010 376 11
2011 401 11
2012 - 2016 2,359 86

1 Net of expected reimbursements from Medicare for prescription drug benefits of approximately € 2 million each year from 2007 until 2011, and
€ 14 million from 2012 through 2016.

Benefit expense recognized in the consolidated statement of income for the years ended December 31, 2006, 2005
and 2004, included the following components.

Pension plans Postretirement medical plans
in€m. 2006 2005 2004 2006 2005 2004
Service cost' 319 265 244 5 6 7
Interest cost 395 391 384 10 9 9
Expected return on plan assets (413) (391) (388) - - -
Amortization of prior service cost (credit) 6) - - 2 - -
Actuarial loss (gain) recognized 67 40 61 3 1 -
Settlement/curtailment (5) (4) 5 - - -
Amortization of unrecognized transition
obligation (asset) - - 17 - - -
Total defined benefit plans 357 301 323 20 16 16
Defined contribution plans 165 138 151 - - -
Net periodic benefit expense 522 439 474 20 16 16

1 Service cost for defined benefit pension plans is inclusive of prior service cost recognized immediately mainly in respect of severance and early retire-
ment agreements in Germany (2006: € 35 million; 2005: € 13 million; 2004: nil)

The following actuarial assumptions are based on weighted-averages which reflect the local economic conditions for
each country.

Defined benefit pension plans Postretirement medical plans
2006 2005 2004 2006 2005 2004
Discount rate in determining expense 4.3 % 5.0% 55% 5.4 % 5.7% 5.9%
Discount rate in determining benefit obligations
at year-end 4.8 % 4.3 % 5.0 % 5.8% 54 % 5.7%
Rate of increase in future compensation levels
for determining expense 3.3% 3.3% 3.3% N/A N/A N/A
Rate of increase in future compensation
levels for determining benefit obligations
at year-end 32% 33% 33% N/A N/A N/A
Expected long-term rate of return on assets for
determining income’ 4.4 % 5.0 % 5.6 % N/A N/A N/A

N/A — Not applicable
1 The expected long-term rate of return on assets for determining income in 2007 is 4.6 %.
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The discount rate in the Eurozone, the UK and the U.S. is determined by reference to a hypothetical portfolio of AA-
rated corporate bonds for which the timing and amount of cash outflows approximates the estimated payouts of the
plan at different future dates (the “yield curve”). For other countries the discount rate is based on yields to maturity of
AA-rated corporate bond indices of the same currency and similar duration of the liability, and representing sufficient
depth of market to be a reliable indicator. Benchmark government bonds are used for countries where sufficient depth
of AA-corporate bond markets is not available. In cases of significant differences between the published bond duration
and the calculated duration of the obligation, an adjustment is made equal to this difference muiltiplied by the slope of
the yield curve.

The expected return on the Group’s defined benefit pension plans’ assets is calculated by applying a risk premium
which reflects the inherent risks associated with each relevant asset category (i.e., equities, corporate bonds, alterna-
tive investments) over a risk-free return. Using this so-called “building block” approach globally helps ensure that the
Group has a consistent framework in place. In addition, it provides sufficient flexibility to allow for changes that need to
be built in to reflect local specific conditions regarding risk premiums. The determination of the expected return on plan
assets for 2007 was based on the target asset allocation as of the measurement date. The Group used the ten-year
government fixed interest bond yield for the country in which each plan is located as the benchmark for the risk-free
return. For equities and alternative investments, the Group derived the expected rate of return by adding a risk pre-
mium based on a blend of historical data and future macroeconomic expectations. The Group derived the expected
rate of return for fixed interest government bonds, taking into account the duration of the bonds held compared to the
ten-year benchmark. For fixed interest non-government bonds, the Group set the expected rate of return as either the
relevant point on the yield curve or the corporate bond index used to set the discount rate, adjusted for differences in
duration. For cash, the Group estimated the expected return to be equivalent to the market yield on three-month trea-
sury instruments for the applicable country.

In determining expense for postretirement medical plans, an annual weighted-average rate of increase of 9.7 % in the
per capita cost of covered health care benefits was assumed for 2007. The rate is assumed to decrease gradually to
5.0 % by 2011 and remain at that level thereafter.

Assumed health care cost trend rates have an effect on the amounts reported for the retiree health care plans. A one-
percentage-point change in assumed health care cost trend rates would have the following effects on the Group’s
postretirement medical plans.

One-percentage point One-percentage point

increase decrease

in€m. 2006 2005 2006 2005
Effect on total of service and interest cost components 2 2 (1) 2)
Effect on accumulated postretirement benefit obligation 17 29 (15) (25)

In May 2004, the FASB issued Staff Position 106-2, “Accounting and Disclosure Requirements Related to the Medi-
care Prescription Drug, Improvement and Modernization Act of 2003” (“FSP 106-2”), which superseded FSP 106-1
issued in January 2004. The Act, signed into law in the U.S. on December 8, 2003, introduces a prescription drug
benefit as well as a subsidy to sponsors of postretirement medical plans that provide a benefit that is at least actuari-
ally equivalent to benefits provided under the Act. FSP 106-2, which is effective for the reporting period beginning after
June 15, 2004, provides authoritative guidance on the accounting for the effects of the Act and disclosure guidance
related to the federal subsidy provided by the Act.
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In 2004, the Group determined that the effects of the Act were not a significant event requiring an interim remeasure-
ment under SFAS No. 106, “Employers’ Accounting for Postretirement Benefits Other Than Pensions.” Consequently,
as permitted by FSP 106-2, net periodic postretirement benefit cost for 2004 does not reflect the effects of the Act.
The effect of the Act on the accumulated postretirement benefit obligation (“APBQO”) for the postretirement medical
plan was measured at the year-end measurement date (September 30, 2004). This resulted in a reduction of the
APBO of approximately € 36 million.

In 2006, the effect of the Act on the APBO and net periodic postretirement benefit cost was a reduction of approxi-
mately € 37 million (€ 38 million in 2005) and € 6 million (€ 5 million in 2005), respectively.

[25] INCOME TAXES

The components of income taxes (benefits) follow.

in€m. 2006 2005 2004
Domestic (142) 425 (201)
Foreign 2,243 1,194 920
Current taxes 2,101 1,619 719
Domestic 101 502 572
Foreign 17) 462 266
Deferred taxes 84 964 838
Total 2,185 2,583 1,557

The following is an analysis of the difference between the amount that would result from applying the German statu-
tory income tax rate to income before tax and the Group’s actual income tax expense.

in€m. 2006 2005 2004

Expected tax expense at German statutory income tax rate of

39.2 % (39.2 % for 2005 and 2004) 3,185 2,396 1,579

Reversal of 1999/2000 credits for tax rate changes 1) 544 120

Effect of changes in tax law or rate (324) - -
Domestic tax rate differential on dividend distribution (30) - 14

Tax-exempt gains on securities and other income (371) (627) (330)
Foreign tax-rate differential (266) (288) (126)
Change in valuation allowance 58 9) (7)
Nondeductible expenses 371 566 312

Goodwill impairment 10 - -

Tax rate differential on (income) loss on equity method investments (50) (99) (80)
Other (397) 100 75

Actual income tax expense 2,185 2,583 1,557

The domestic tax rate including corporate tax, solidarity surcharge, and trade tax used for calculating deferred tax
assets and liabilities as of December 31, 2006, 2005 and 2004 was 39.2 %.

For the years ended December 31, 2006, 2005 and 2004, due to actual sales of equity securities on which there were
accumulated deferred tax provisions in other comprehensive income, it was necessary to reverse those provisions.
This treatment led to tax income of € 1 million in 2006, and to tax expense of € 544 million and € 120 million in 2005
and 2004, respectively. This adjustment does not result in actual tax payments or tax receivables and has no net
effect on shareholders’ equity.
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The remaining accumulated deferred tax amounts recorded within other comprehensive income will be reversed as
income tax expense in the periods that the related securities are sold. At December 31, 2006 and 2005, the amount of
these deferred taxes accumulated within other comprehensive income that will reverse in a future period as tax ex-
pense when the securities are sold is approximately €2.1 billion.

In December 2006, a new German tax law (“SEStEG”) was enacted, which resulted in the accelerated recognition of
€ 355 million of corporate tax credits for the refund of prior years distribution tax credits. Other effects from SEStEG
and the impact of tax rate changes in Luxembourg and Spain amounted to a tax expense of € 31 million.

The Group is under continuous examinations by tax authorities in various countries. In particular, tax audits in Ger-
many covering fiscal years until 1999, and in the U.S. covering fiscal years until 2003, were settled at favorable terms.
“Other” in the preceding table mainly includes the nonrecurring effect of these settlements, which amounts to noncash
benefits of €495 million, the balance of € 209 million of an ultimately avoided claw-back taxation, a net increase of tax
reserves, and various other prior period tax effects. The Group believes its tax reserves to be adequate in relation to
the potential for additional assessments.

The tax effect of each type of temporary difference and carry-forward that give rise to significant portions of deferred
income tax assets and liabilities are as follows.

in€m. Dec 31, 2006 Dec 31, 2005
Deferred income tax assets:
Trading activities 5,324 9,512
Net operating loss carry-forwards and tax credits 1,229 1,608
Property and equipment, net 269 207
Other assets 2,535 1,136
Securities valuation 67 -
Allowance for loan losses 120 66
Other provisions 624 459
Total deferred income tax assets 10,168 12,988
Valuation allowance (924) (955)
Deferred tax assets after valuation allowance 9,244 12,033

Deferred income tax liabilities:

Trading activities 7,412 10,132
Property and equipment, net 126 125
Securities valuation - 105
Other liabilities 724 68
Total deferred income tax liabilities 8,262 10,430
Net deferred income tax assets 982 1,603
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After netting, these amounts were included on the balance sheet as follows.

in€m. Dec 31, 2006 Dec 31, 2005
Deferred income tax assets (included in Other assets) 3,643 4,215
Deferred income tax liabilities (included in Other liabilities) 2,661 2,612
Net deferred income tax assets 982 1,603

Certain foreign branches and companies in the Group have deferred tax assets related to net operating loss carry-
forwards and tax credits available to reduce future tax expense. The net operating loss carry-forwards at December
31, 2006 were €2.9billion, of which € 1.8 billion have no expiration date and € 1.1 billion expire at various dates ex-
tending to 2026. Tax credits were €243.5million, of which €0.1 million will expire in 2007 and €243.4 million have
other expiration dates. The Group has established a valuation allowance where it is more likely than not that the de-
ferred tax assets relating to these losses and credits will not be realized.

The Group did not provide income taxes or foreign withholding taxes on € 9.7 billion of cumulative earnings of foreign
subsidiaries as of December 31, 2006 because these earnings are intended to be indefinitely reinvested in those
operations. It is not practicable to estimate the amount of unrecognized deferred tax liabilities for these undistributed
earnings.

[26] EARNINGS PER COMMON SHARE

Basic earnings per common share amounts are computed by dividing net income by the average number of common
shares outstanding during the year. The average number of common shares outstanding is defined as the average
number of common shares issued, reduced by the average number of shares in treasury and by the average number
of shares that will be acquired under physically-settled forward purchase contracts and increased by undistributed
vested shares awarded under deferred share plans.

Diluted earnings per share assumes the conversion into common shares of outstanding securities or other contracts to

issue common stock, such as share options, convertible debt, unvested deferred share awards and certain forward
contracts.
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in€m. 2006 2005 2004
Income before cumulative effect of accounting changes, net of tax 5,940 3,529 2,472
Cumulative effect of accounting changes, net of tax 46 - -
Numerator for basic earnings per share — net income 5,986 3,529 2,472
Effect of dilutive securities:
Forwards and options (90) - (65)
Convertible debt 3 6 4
Numerator for diluted earnings per share — net income applicable to common
shareholders after assumed conversions 5,899 3,535 2,411
Number of shares in m.
Denominator for basic earnings per share — weighted-average shares outstanding 449.8 462.9 492.6
Effect of dilutive securities:
Forwards 22.9 12.9 9.3
Employee stock compensation options 3.2 29 4.9
Convertible debt 1.0 2.1 1.9
Deferred shares 33.1 27.8 23.0
Other (including trading options) 0.7 - -
Dilutive potential common shares 60.9 45.7 39.1
Denominator for diluted earnings per share — adjusted weighted-average shares after
assumed conversions 510.7 508.6 531.7
in€ 2006 2005 2004
Basic earnings per share:
Income before cumulative effect of accounting changes, net of tax 13.20 7.62 5.02
Cumulative effect of accounting changes, net of tax 0.10 - -
Net income 13.31 7.62 5.02
Diluted earnings per share:
Income before cumulative effect of accounting changes, net of tax 11.46 6.95 4.53
Cumulative effect of accounting changes, net of tax 0.09 - -
Net income 11.55 6.95 4.53

At December 31, 2006, the following instruments were outstanding and could potentially become dilutive in the future.
These instruments were not included in the calculation of diluted EPS, because to do so would have been anti-dilutive.

Number of shares in m. 2006 2005 2004
Forward purchase contracts - 7.7 10.0
Forward sale contracts - - -
Put options sold 1.7 - 1.5
Call options sold 10.6 - -
Stock compensation awards 0.1 11.6 13.6
Convertible debt - - 0.2
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[27] BUSINESS SEGMENTS AND RELATED INFORMATION

The Group’s segment reporting follows the organizational structure as reflected in its internal management reporting
systems, which are the basis for assessing the financial performance of the business segments and for allocating
resources to the business segments.

ORGANIZATIONAL STRUCTURE
Deutsche Bank is organized into three Group Divisions, which are further sub-divided into corporate divisions. As of
December 31, 2006, the Group Divisions were:

THE CORPORATE AND INVESTMENT BANK (CIB), which combines the Group’s corporate banking and securities activi-
ties (including sales and trading and corporate finance activities), with the Group’s transaction banking activities. CIB
serves corporate and institutional clients, ranging from medium-sized enterprises to multinational corporations, banks
and sovereign organizations.

PRIVATE CLIENTS AND ASSET MANAGEMENT (PCAM), which combines the Group’s asset management, private wealth
management and private and business client activities. Within PCAM, the Group manages these activities in two
global corporate divisions: Asset and Wealth Management (AWM) and Private & Business Clients (PBC).

— AWM is comprised of the two business divisions Asset Management (AM), which focuses on managing assets on
behalf of institutional clients and providing mutual funds and other retail investment vehicles, and Private Wealth
Management (PWM), which focuses on the specific needs of demanding high net worth clients, their families and
selected institutions.

— PBC serves retail and affluent clients as well as small corporate customers with the full range of retail banking
products.

CORPORATE INVESTMENTS (Cl), which manages certain alternative assets of the bank and other debt and equity
positions.

SIGNIFICANT CHANGES IN MANAGEMENT RESPONSIBILITY

Management responsibility changed in the first quarter 2006 for certain sales and customer service functions which
were previously reported within the Corporate Banking & Securities Corporate Division and have been transferred to
the Global Transaction Banking Corporate Division.

Prior periods have been restated to conform to the current year’s presentation.

IMPACT OF ACQUISITIONS AND DIVESTITURES DURING 2006 AND 2005
The effects of significant acquisitions and divestitures on segmental results are described below:

— Effective November 2006, the Group acquired norisbank from DZ Bank Group. For PBC, the transaction aims at
tapping into the vast potential of the consumer finance market in Germany.

— In October 2006, the Group announced the acquisition of the UK wealth manager Tilney Group Limited. The
transaction was closed in December 2006. The acquisition is a key element in PWM’s strategy to expand its on-
shore presence in dedicated core markets and to expand into various client segments, including the Independent
Financial Advisors sector.
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In October 2006, the Group sold 49 % of PBC’s Italian BankAmericard processing and acquiring operation to Isti-
tuto Centrale delle Banche Popolari Italiane (“ICBPI”), the central body of the Italian cooperative banks. In January
2007, a further tranche of 41 % was sold.

In July 2006, the Group announced the signing of a definitive agreement to acquire MortgagelT Holdings, Inc., a
residential mortgage real estate investment trust (REIT) in the U.S. The acquisition closed in January 2007 and the
business is included in the corporate division Corporate Banking & Securities.

In July 2006, the Group deconsolidated Deutsche Wohnen AG following the termination of the control agreement
with DB Real Estate Management GmbH. Deutsche Wohnen AG is a real estate investment company and was
reported in the corporate division Asset and Wealth Management.

In June 2006, the Group acquired Berliner Bank. The acquisition expands the Group’s market share in the retail
banking sector of the German capital. The closing of this transaction took place in January 2007.

In May 2006, the Group closed the sale of 21.16 % of Atradius N.V., to Crédito y Caucion and Seguros Catalana
Occidente, reducing the Group’s stake to 12.73 %. This investment is included in the group division Corporate In-
vestments.

Effective May 2006, the Group completed the acquisition of the UK Depository and Clearing Centre business from
JPMorgan Chase & Co. The business is included in the corporate division Global Transaction Banking.

Effective February 2006, the Group concluded the acquisition of the remaining 60 % of United Financial Group
(UFG). The business is included in the corporate division Corporate Banking & Securities.

In December 2005, the Group completed the sale of a substantial part of its UK- and Philadelphia-based Asset
Management business, which had been managed under the Pri