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In the long run — Berlin, Oct 19

Strategic foresight in banking: a must

B The major role of a financial institution is to
assess, transform, trade, and take on FiSK.

B Structural changes in the socio-economic environment
make these tasks even more demanding.

Banks need systematic, global analysis of possible and likely futures

successful day-to-day business
for both <

and the development of sustainable long-term strategies.
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In the long run — Berlin, Oct 19

DB Reseach thinks ahead for Deutsche Bank

Deutsche Bank Research:

B analyses the economic, societal, political and techno-
logical environment of the group...

W ... with a long-term perspective and interdisciplinary scope

B contributes knowledge about the future to the strategy
and decision-making processes of top management

B intensely communicates with peers, plays an active role in
public debate, and strengthens DB'’s brand
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An array of methods for a broad set of questions

directed prognoses alternative futures

systematic

societal analysis _
o scenario
qualitative analysis
analyses trend projection

long-term GDP

forecast tool
system

quantitative short-term GDP dynamics GDP risk
analyses forecast tool model

regression based
forecasts
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In the long run — Berlin, Oct 19

“Future growth centres” — a DBR foresight project

Objectives

B identify future “star” economies
‘best” combination of high GDP (gross domestic product) level and growth,
for better strategic positioning of the bank and its clients

B improve understanding of growth drivers

M far reaching and broad analysis
until 2020, for 35+ countries

Problems

B structural shifts neglected in traditional models

B problem intensifies due to time horizon

state-of-the-art quantitative analysis and
new combination of <

qualitative trend analysis
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In the long run — Berlin, G

The main GDP drivers — analysing historical data

0 - ._- theor. relevant

GDP-drivers

( econometrlc analym\
opulation | investment human openness
pop capital P

growth equation
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B theoretical analysis
what should drive GDP?

B data gathering (1960-2002)

for broad driver spectrum

B econometric analysis
state-of-the-art quantitative tool
— relative importance of drivers

main drivers
&
(empirical)
growth equation
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In the long run — Berlin, Oc¢

The main GDP drivers — extrapolating historical data

opulation | investment (ETUED: openness
pop capital P
B ... extrapolation to 2020
B assumes past structures
(policies, markets, preferences eftc.)

remain stable in the future

B future values of main
drivers needed, thus...

years of education

imati |
} countries approximation too rough!

forecast incorporation of structural shifts
via qualitative trends

1970 2020
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In the long run — Berlin, O

Qualitative macro trends — driving the GDP drivers

Innovation and
technology

Natural resources
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B thorough search for trends

in broad spectrum of fields
own research, peers, academia etc.

B separate analysis & selection
reliability, impact, relevance for topic

B analysis of mutual impact
is trend A driving or constraining
trend B? why?

systematic generation

of coherent trend clusters
better manageability, consistency
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In the long run —

Qualitative macro trends - in coherent clusters

Limitation of growth

Natural resources get scarcer

el BLLLE

Very strong bilateral link going across boarders of clusters

Opening of work Process virtualization in networks
and societies

Ties between humans and machines
strengthen

Electronic networks become more
pervasive and perform better

Global networking in
business and politics

Conquest of smallest structures

Biotechnology becomes central
growth area

Micro- and nanotechnologies become
important fields of innovation

Expansion of life
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opening limitation expansion smallest
of work of growth of life structures

human

population | investment capital openness

Average years of education (Belgium)

14 B theoretical consideration
with trend - L 43 of interplay
= pure extrapolation 10 macro trend cluster vs. GDP driver

- 11 .
B analysis of reasonable

- 10 C
numeric link
9 using inf. from cross-country variation
T T T T T 8

1970 1980 1990 2000 2010 2020
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In the long run — Berlin, Oct 1

Wrap-up - our model in a nutshell

B qualitative macro trends
/ (in coherent clusters)...
...... f B ... improve via reasonable
numeric links...

---- W ... quantitative forecasts of

the main GDP drivers...

\ ® ... which are input for our
\ empirical growth equation...
M ... that outputs GDP growth

country-specific, until 2020
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In the long run — Berlin, Oct 1¢

future GDP growth
(2006-2020 avg.)

Germany @ @

Source: DB Research

GDP level today (in PPP US-$ p.c.)
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In the long run — Berlin, Oct 19

Implementing our results - in cross-functional cooperation

Corporate

DB Research
Development

long-term
investment strategy

Business Units
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In the long run — Berlin, Oct

Thank you for your attention.

Questions?

Stefan-b.schneider@db.com
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