FEDERAL RESERVE press release

For i mmedi ate rel ease June 28, 1999

The Federal Reserve Board announced today its approval
of the application of Deutsche VerkehrsBank AG Frankfurt am
Mai n, Gernmany, to establish a representative office in New York,
New Yor K.

Attached is the Board's Order relating to this action.

At t achment
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FEDERAL RESERVE SYSTEM

Deut sche VerkehrsBank AG
Frankfurt am Main, Gernmany

Order Approving Establishnent of a Representative Ofice

Deut sche VerkehrsBank AG (“Bank”), Frankfurt am Mai n,
CGermany, a foreign bank within the neaning of the International
Banki ng Act (“1BA”), has applied under section 10(a) of the I|IBA
(12 U. S.C. 8 3107(a)) to establish a representative office in New
York, New York. The Foreign Bank Supervision Enhancenment Act of
1991, which anended the I BA, provides that a foreign bank nust
obtain the approval of the Board to establish a representative
office in the United States.

Notice of the application, affording interested persons
an opportunity to submt comments, has been published in a
newspaper of general circulation in New York, New York (The Daily
News, October 12, 1998). The tinme for filing comments has
expired, and the Board has considered the application and al
coment s received.

Bank, with assets of $7.3 billion,! was established in
1923. Bank’s | argest sharehol der, Deutsche Genossenschaftsbank
(“DG Bank”), a bank that serves the cooperative banking system
and pronotes the not-for-profit housing industry in Germany, owns

64 percent of Bank’s shares.? Verband der Sparda-Banken e.V.

Data are as of Decenber 31, 1998.

DG Bank maintains two offices in the United States,
a branch in New York and an agency in Atlanta. DG Bank
is owned by four sharehol ders, two of which hold nore than
(continued. . .)
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(“Sparda Banks”), an association of 17 German savi ngs banks, owns
14 percent of Bank’s shares. The remaining shares of Bank
are widely held, with no single sharehol der owning nore than
10 percent of the shares.

Bank serves as a specialized bank for transportation
sector custoners in DG Bank’s cooperative financial network.
Bank provi des planning, investnent, financing, and currency
exchange services for transportation-industry-rel ated projects,
and engages in the financing and collection of transportation
receivables in the freight traffic business. It also engages in
forei gn exchange, securities, and derivatives trading activities.
In addition, Bank functions as a central bank to the Sparda Banks
by providi ng paynent system advisory, and certain clearing
services. Bank has several branches in Germany; a branch in
London, Engl and; and a representative office in Switzerl and.
Bank has six German subsidiaries that engage in | easing, noney
transm ssi on/ exchange, real estate devel opnent, and

transportation-related activities.

2(...continued)
25 percent of DG Bank’s shares. Norddeutsche Genossen-
schaftliche Beteiligungs-Aktiengesellschaft (“Norddeutsche”)
and Degeno Erste Beteiligungs-Cesellschaft (“Degeno”) each own
approxi mately 30 percent of Bank’s shares. Norddeutsche, a
former regional central bank in Germany’ s cooperative banking
systemthat transferred its business to DG Bank, is w dely held,
wi th no single sharehol der owning nore than 2 percent of shares.
Degeno, a hol di ng conpany, has three sharehol ders, each of which
serves as a regional central bank. Two of these sharehol ders,
Studwest deut sche Genossenschafts-Zentral bank AG and West deut sche
Genosenschafts-Zentral bank AG each owns nore than 25 percent of
Degeno’ s shares.
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The proposed representative office would act as a
[iaison with existing and potential custoners of Bank. It would
solicit new business, conduct research, assenble credit
i nformati on, nmake property inspections and appraisals, secure
title information, prepare applications for |loans, and solicit
i nvestors to purchase such | oans.

In acting on an application to establish a
representative office, the IBA and Regul ati on K provide that the
Board shall take into account whether the foreign bank engages
directly in the business of banking outside the United States,
and whet her the foreign bank has furnished to the Board the
information it needs to assess the application adequately. The
Board al so shall take into account whether the foreign bank is
subj ect to conprehensive supervision or regulation on a
consol i dated basis by its home country supervisor (12 U S.C
§ 3107(a)(2); 12 C.F.R 211.24(d)(2)).%® The Board also nmay take

into account additional standards as set forth in the | BA and

3In assessing this standard, the Board considers, anobng
ot her factors, the extent to which the hone country supervisors:
(i) ensure that the bank has adequate procedures for nonitoring
and controlling its activities worldwi de; (ii) obtain information
on the condition of the bank and its subsidiaries and offices
t hrough regul ar exam nation reports, audit reports, or otherw se;
(ti1) obtain information on the dealings wth and rel ationship
bet ween the bank and its affiliates, both foreign and donesti c;
(1v) receive fromthe bank financial reports that are
consolidated on a worl dwi de basis or conparable information that
permts analysis of the bank’s financial condition on a worldw de
consol i dated basis; (v) evaluate prudential standards, such as
capital adequacy and risk asset exposure, on a worl dw de basi s.
These are indicia of conprehensive, consolidated supervision. No
single factor is essential, and other elenents may informthe
Board' s determ nation
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Regul ation K (12 U.S.C. § 3105(d)(3)-(4); 12 C.F.R
211.24(c)(2)).

As noted above, DG Bank and Bank engage directly in the
busi ness of banking outside the United States. Bank al so has
provi ded the Board with information necessary to assess the
application through subm ssions that address the rel evant issues.
Wth respect to supervision by hone country authorities, the
Board previously has determ ned, in connection with applications
i nvol vi ng other banks in Germany, that those banks were subject
to home country supervision on a consolidated basis.* DG Bank and
Bank are supervised by the Gernman regul ators on substantially the
sanme terns and conditions as those banks. Based on all the facts
of record, the Board has determ ned that DG Bank and Bank are
subj ect to conprehensive supervision and regulation on a
consol i dated basis by their honme country supervisors.

The Board al so has taken into account the additional
standards set forth in section 7 of the I BA and Regul ation K
(see 12 U.S.C. § 3105(d)(3)-(4); 12 C.F.R 211.24(c)(2)). In
this regard, the Gernman Federal Banking Supervisory Ofice has no
objection to the establishnment of the proposed representative

of fice.

‘See Deutsche Bank AG 85 Federal Reserve Bulletin
(1999); Westdeutsche InmmobilienBank, 85 Federal Reserve Bulletin
346 (1999); Sidwestdeutsche Landesbank G rozentrale, 83 Federa
Reserve Bulletin 937 (1997). There has been no material change
in the manner of supervision of German banks since those
determ nati ons.
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Wth respect to the financial and nmanagerial resources
of Bank, taking into consideration Bank’s record of operation in
its home country, its overall financial resources, and its
standing with its hone country supervisors, the Board al so has
determ ned that financial and managerial factors are consistent
wi th approval of the proposed representative office. Bank
appears to have the experience and capacity to support the
proposed representative office and has established controls and
procedures for the proposed representative office to ensure
conpliance with U S |aw

Wth respect to access to information about Bank’s
operations, the Board has reviewed the restrictions on disclosure
in relevant jurisdictions in which Bank operates and has
communi cated wth rel evant governnment authorities regarding
access to information. Bank and its parents have conmtted to
make available to the Board such information on the operations of
Bank and any of its affiliates that the Board deens necessary to
determ ne and enforce conpliance wth the I BA the Bank Hol di ng
Conpany Act of 1956, as anended, and other applicable federal
law. To the extent that the provision of such information may be
prohi bited by |l aw, Bank and its parents have commtted to
cooperate with the Board to obtain any necessary consents or
wai vers that mght be required fromthird parties for disclosure
of such information. |In addition, subject to certain conditions,
the German supervisors may share informati on on Bank’s operations

Wi th other supervisors, including the Board. In light of these
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comm tnents and other facts of record, and subject to the
condition descri bed bel ow, the Board concludes that Bank has
provi ded adequat e assurances of access to any necessary
informati on the Board may request.

On the basis of all the facts of record, and subject to
the comm tnents nmade by Bank and its parents and the terns and
conditions set forth in this order, the Board has determ ned that
Bank’s application to establish the representative office should
be, and hereby is, approved. Should any restrictions on access
to information on the operations or activities of Bank and its
affiliates subsequently interfere with the Board s ability to
obtain information to determ ne and enforce conpliance by Bank or
its affiliates with applicable federal statutes, the Board may
require termnation of any of Bank’s or its affiliates’ direct or
indirect activities in the United States. Approval of this
application also is specifically conditioned on conpliance by
Bank and its parents with the commtnents nade in connection with
this application, and with the conditions in this order.® The
commtnents and conditions referred to above are conditions
inmposed in witing by the Board in connection with its deci sion,
and may be enforced in proceedings under 12 U S.C. § 1818 agai nst

Bank and its affili ates.

°The Board’'s authority to approve the establishment of the
proposed representative office parallels the continuing authority
of the State of New York to license offices of a foreign bank
The Board s approval of this application does not supplant the
authority of the State of New York and the New York State Banking
Departnent (“Departnment”) to license the proposed office of Bank
in accordance with any ternms or conditions that the Departnent
may i npose.
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By order of the Board of CGovernors,® effective
June 28, 1999.

(si gned)

Robert deV. Frierson
Associ ate Secretary of the Board

Voting for this action: Chairman G eenspan, Vice Chair
Rivlin, and Governors Kelley, Meyer, Ferguson, and G aniich.



