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17 Mar 2019 Fitchwire

Fitch Ratings: Deutsche Bank/Commerzbank Merger Talks
Highlight Challenges

Fitch Ratings-London/Frankfurt-18 March 2019: Deutsche Bank's announcement that it is reviewing strategic 

options including a potential merger with Commerzbank highlights the pressure on both banks to improve 

profitability, Fitch Ratings says. 

 

German banks' earnings have been depressed by low interest rates and intense competitive pressure for 

several years, especially in corporate banking. Deutsche is engaged in a restructuring programme that has 

yet to sustainably produce adequate returns. More generally, German banks have mitigated the earnings 

pressure through unusually high new business volumes on the back of the strong domestic environment. But 

recent downward revisions of the economic growth outlook point to weaker credit demand, which could 

prompt banks to look for alternative ways to defend their earnings. 

 

To be credit positive, we believe a merger would have to be based on a solid strategic plan that entails 

credible revenue synergies, but the necessary restructuring measures are likely to be protracted and result in 

material execution risk. A merger would initially create of one of Europe's largest banking groups, with pro-

forma combined assets of about EUR1.8 trillion at end-2018, although post-merger streamlining would 

probably result in significant balance-sheet shrinkage. 

 

Combining Deutsche and Commerzbank's retail banking operations would add critical mass and could result 

in cost savings but would also give rise to material execution risk. This is particularly the case because 

Deutsche is still integrating the former Postbank, which it absorbed in 2018. Combining these operations with 

Commerzbank's business would add complexity and be likely to generate material upfront restructuring 

costs. 

 

Deutsche and Commerzbank's combined domestic loan and deposit market shares would be 10%-15%, but 

this is still well below that of Germany's savings banks and co-operative banks. These two umbrella 

organisations each have closer to a 25% market share, with particularly strong franchises in the retail and 

small corporate segments. 

 

In our opinion, simply aggregating Deutsche and Commerzbank's operations would not automatically 

improve revenue generation as both banks lag the savings and co-operative banks' size and leading 

insurance product offering through bancassurance and sizeable high-margin operations such as consumer 

finance. It is also critical to achieve levels of cross-selling that are sufficient to ensure strong customer loyalty 

and pricing power in retail banking. 

 

In investment banking, there is less overlap between the two groups following Commerzbank's reduced 

international activities. Deutsche has also cut its product offering but remains one of the largest players in 

fixed income, and currency sales and trading, both globally and in Europe. A combination with 
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Commerzbank, which relies less on trading income, would ease the combined group's exposure to the 

earnings volatility arising from Deutsche's investment banking. 

 

Both banks' Long-Term Issuer Default Ratings are 'BBB+', and the Negative Outlook on Deutsche's rating 

reflects our view that the bank's strategic targets remain challenging. Deutsche reported a small net profit of 

EUR341 million for 2018, its first since 2014, but reaching its targeted 4% return on tangible equity (RoTE) in 

2019 will depend on a recovery in market share and client activity as well as a more benign market 

environment. 

 

Commerzbank's Outlook is Stable. The bank is halfway through a four-year strategic plan, has been 

modestly profitable for the past few years and reported full-year net profit of EUR865 million for 2018. This is 

equivalent to a net RoTE of 3.4% and is still short of the bank's (recently lowered) 5%-6% target for 2020. 
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The above article originally appeared as a post on the Fitch Wire credit market commentary page. The 

original article can be accessed at www.fitchratings.com. All opinions expressed are those of Fitch Ratings.
 

 

 

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE 

READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:  

HTTPS://WWW.FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING 
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DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S 

PUBLIC WEB SITE AT WWW.FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIA, AND 

METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, 

CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE FIREWALL, COMPLIANCE, AND OTHER 

RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THE CODE OF CONDUCT 

SECTION OF THIS SITE. DIRECTORS AND SHAREHOLDERS RELEVANT INTERESTS ARE AVAILABLE 

AT HTTPS://WWW.FITCHRATINGS.COM/SITE/REGULATORY. FITCH MAY HAVE PROVIDED ANOTHER 

PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS RELATED THIRD PARTIES. DETAILS OF THIS 

SERVICE FOR RATINGS FOR WHICH THE LEAD ANALYST IS BASED IN AN EU-REGISTERED ENTITY 

CAN BE FOUND ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH WEBSITE.
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The information in this report is provided "as is" without any representation or warranty of any kind, and Fitch 

does not represent or warrant that the report or any of its contents will meet any of the requirements of a 
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engaged in the offer or sale of any security. All Fitch reports have shared authorship. Individuals identified in 

a Fitch report were involved in, but are not solely responsible for, the opinions stated therein. The individuals 

are named for contact purposes only. A report providing a Fitch rating is neither a prospectus nor a substitute 

for the information assembled, verified and presented to investors by the issuer and its agents in connection 

with the sale of the securities. Ratings may be changed or withdrawn at any time for any reason in the sole 

discretion of Fitch. Fitch does not provide investment advice of any sort. Ratings are not a recommendation 

to buy, sell, or hold any security. Ratings do not comment on the adequacy of market price, the suitability of 

any security for a particular investor, or the tax-exempt nature or taxability of payments made in respect to 

any security. Fitch receives fees from issuers, insurers, guarantors, other obligors, and underwriters for rating 
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dissemination of a rating by Fitch shall not constitute a consent by Fitch to use its name as an expert in 

connection with any registration statement filed under the United States securities laws, the Financial 
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