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Paul — below is something we put together more widely here but contains a 
couple of prices highlighted in yellow. 

We are still working on the restructure of your existing note and will be 
back soon. 

At the last ECB press conference, Mario Draghi raised the issue of the 
structural profitability of the banking system and the potential for a shift 
in ECB thinking on the cost of negative rates. We think that one solution 
they could potentially look at is a tiered reserve system which would be a 
huge positive for the banks. The negative interest rate policy is a huge 
negative for the sector (banks cannot pass on the costs to households and 
weighted margins have fallen 45% since the crisis). Click here for a note 
with an update on how ECB thinking on this issue is shifting. (the links are 
to research published prior to today's press conference by Draghi). 

At today's press conference, Draghi acknowledged that although discussed by 
the members of the ECB, they "didn't discuss policy or policy implications 
this time." That basically means that there is no announcement on this as of 
today and as a result SX7E dropped 1% right after the conference. Having 
said that, the risk-reward is shifting for the index to staying more or less 
unchanged with upside potential on this upcoming likely change over the next 
few months. 

Trade Idea: Earn 11.5% coupon paid at maturity by buying a 1-year structured 
note that gives you downside principal protection down to 75% of initial 
level AND pays you a coupon as long as the index stays above 85% of initial 
level (meaning the SX7E can go down 14.99% from initial level and you still 
get your coupon. If the index drops less than 25%, you get your principal 
back). 
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Alternative you asked about our call: if you have the redemption barrier at 
75% and the coupon barrier at 75% as well, and the coupon was paid 
quarterly, it would be around 8%. 

There is a recorded analyst call from yesterday titled: "Potential Game 
Changer for the Banks?" with the below agenda and replay number if you'd 
like to listen to more analysis: 

[/] POTENTIAL GAME CHANGER FOR THE BANKS? PLEASE JOIN DB'S THOUGHT LEADERS 
FOR A CALL (Replay number is: 917 677 7532 and use conference ID 5299783) 

-Introduction / Moderator — Shilpa Kapur and Ben Coates 

-Economics — Mark Wall, Chief Economist 

-Research — Kinner Lakhani, Head of European Research and Head of Financials 
Research 

-Equities — Karim Moussalem, Co-Head of Global Equities Trading 

-Equity Derivatives — Samuel Fossat, Banks Derivatives Trading Show less 

Why now? 

In the December meeting Draghi FINALLY said banks profitability is 
an issue 

Since then the funding market has been trickier for banks. (KBC 
calling AT1s due to funding costs increased this year) 

Refi needs are high this year, especially given MREL forcing more 
funding requirements (NPS bonds) 

The TLTRO 3 needs to be implemented in June. (you may as well roll 
your banks package in whilst you are helping the Italian banks again) 

Reserve Exemption (Soniya Sandeesh) 

This is exactly what is done in Switzerland, Japan and Denmark 
where they also have negative deposit rates. 
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It enables you to help banks without a) tightening policy and 
increasing EURIBOR b) looking like you are giving them free money. 

In hiking deposit rate you are benefiting some banks but harming 
those using the TLRO. Counter productive. With a reserve exemption, everyone 
benefits. 

SEE this report: Unlike the ECB, other Central Banks (eg SNB) with negative 
rate regimes have chosen to apply exemptions, thereby limiting the cost to 
the banking sector. 

Impact on Banks (Kinner Lakhani) 

A deposit rate hike to -20bps benefits the sector PBT by 1.6% 
(with big saving countries like DE 5%) 

A exemption of 20x your reserve requirement benefits the sector 
PBT by 3% (with big saving countries like DE 10%) 

If the ECB by a combination of measures (TLTRO 3) manages to take 
the funding fear off the table the implied benefit is PBT 11% 
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Martin Zeman 
Director I Key Client Partners 
Deutsche Bank Wealth Management 

345 Park Avenue New York 10154 
office 

This material has been prepared by and represents only the views of 
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personnel in a sales or trading function of Deutsche Bank AG or one of its 
affiliates (collectively "Deutsche Bank"). It was not prepared or reviewed 
by Deutsche Bank's Research Department, is not a research report, and the 
views herein may differ from those of the Research Department or other areas 
within Deutsche Bank. Sales and Trading personnel may receive transaction-
based compensation and are subject to potential conflicts of interest that 
the Research Department does not face. Further, Deutsche Bank may engage in 
transactions that are inconsistent with the views represented herein, and 
may trade as principal, have proprietary positions and make markets in the 
securities or other instruments (or related derivatives or instruments) 
discussed herein, and such positions and trades may be known to the author 
of this material. 

Transactions, strategies and ideas discussed herein may involve a high 
degree of complexity and give rise to substantial risk, including market, 
currency, volatility, geopolitical and other risks, and are appropriate only 
for experienced, knowledgeable and sophisticated market participants who are 
able and willing to assume such risks. Transactions may involve a high 
degree of leverage, and losses could greatly exceed the amount of your 
initial investment. Because you have represented to us that you are an 
"institutional account" for purposes of FINRA Rule 2111, we have no 
obligation to determine whether any transaction is suitable for you. Before 
executing any transaction, you should conduct your own thorough evaluation 
of its terms in light of your investment outlook and particular 
circumstances and your appetite for risk, and determine whether it is 
appropriate for you. In any transaction executed by you, Deutsche Bank will 
not be acting in an investment advisory or fiduciary capacity, and if you 
face Deutsche Bank as a counterparty it will be on an arm's length basis. 
Deutsche Bank does not provide legal, accounting or tax advice, and you 
should consult your own advisers regarding such matters. 

This communication is solely for your informational purposes and is merely 
preliminary and not intended as a termsheet or transaction confirmation or 
an offer (or solicitation thereof) for the purchase or sale of any product. 
It is based upon information considered to be reliable as of the date 
hereof, but we do not represent that it is accurate, complete or error free. 
Assumptions, estimates and opinions expressed herein constitute the author's 
views as of the date hereof, based on current market conditions and 
expectations, and are subject to change without notice. There can be no 
guarantee that projected results will be achieved. Past performance does 
not predict or guarantee future results. 

Transactions should generally be executed through the Deutsche Bank entity 
in your home jurisdiction. Products discussed herein may not be available in 
all countries or may be subject to regulatory restrictions and requirements, 
and will not be offered or sold where prohibited by law. In the United 
States this material has been approved and distributed by Deutsche Bank 
Securities Inc., a registered broker-dealer and member of FINRA, NYSE and 
SIPC. This email contains confidential and privileged information. 
Unintended recipients of this communication must notify the sender 
immediately and delete it. Unauthorized reproduction or distribution of any 
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material herein is strictly forbidden. 

Copyright 2018 Deutsche Bank AG. 

This communication may contain confidential and/or privileged information. 
If you are not the intended recipient (or have received this communication 
in error) please notify the sender immediately and destroy this 
communication. Any unauthorized copying, disclosure or distribution of the 
material in this communication is strictly forbidden. 

Please refer to https://db.com/disclosures for additional EU corporate and 
regulatory disclosures. 

Deutsche Bank does not render legal or tax advice, and the information 
contained in this communication should not be regarded as such. 
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