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Dear shareholders,
Ladies and Gentlemen,

On behalf of the Management Board, | would likevielcome you to this
really Extraordinary General Meeting. The reason for the meeting
stems from the developments that took place inrantR008, which
threatened the very existence of the bank — asdhisit led to very far-
reaching changes within the company that also &ftethe Management
Board. As the Chairman of the Supervisory BoardMinhael Endres,
already explained, an entirely new Management Baaslappointed. |
am therefore speaking to you today on behalf ohthe Management
Board.

| would like to take this opportunity to present oolleagues in the
Management Boardto you:

¢ Manuela Better is responsible for Risk Management.

* Dr Kai Wilhelm Franzmeyer is responsible for Tregsand the
Public Finance business.

* Frank Krings is our Chief Operating Officer; in &itth, he also
acts as interim Chief Financial Officer.

* As the Supervisory Board has appointed AlexandeihErr von
Uslar-Gleichen as Chief Financial Officer as of dt@ber 2009,
he does not attend today's General Meeting.

¢ In addition to my duties as Chief Executive Offideam also
temporarily responsible for Real Estate Finance.

We have all taken over our na#fices in a very difficult situation.
Although this undoubtedly poses a major challenged-1 speak for all
members of the Management Board — it also represepérticular
obligation and motivation at the same time. Wepaeing all our
energies at the disposal of Hypo Real Estate ierdalsteer our
company back into calmer waters. Even so, we wolitsburse have
preferred to deliver our presentation to you urdifferent circumstances.
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The extraordinarily difficult situation in which éhcompany finds itself at
present not only affects the Management Boardequally our
employeeslt is at this point, therefore, that | would lit@ particularly
thank and acknowledge all of our employees forctir@ribution they
have made to the company — which has been a k&yr faaealigning
Hypo Real Estate. The high level of commitment fraihmembers of
staff has been, and remains, impressive.

The extremely critical situation forced Hypo Reatdte in recent months
to accepextensive supportfrom the Federal Republic of Germany, the
Bundesbank and a consortium of German financiditini®ns. This was,
and is, the only way of ensuring the continuedterise of the company
and the Group as a whole. We are extremely gratefuhis assistance.

The Federal Republic of Germany has meanwhile becmmargest
shareholderby far, through th€&erman Financial Markets
Stabilisation Fund — SoFFin. SoFFin currently holds a 47.3 per cent
stake in Hypo Real Estate Holding AG and aims tuea@ full control.
SoFFin’s current participation is the result of tmeasures:

« firstly, the fund underwrote a € 60 million capitatrease from
authorised capital at the end of March. This regmeed a first
contribution towards recapitalising the company.

« Secondly, the fund submitted a takeover offer id-mpril to the
company'’s shareholders.

SoFFin will reach &0 per cent stakesubject to your approval of the
capital increase proposed for resolution todagea®ut in the joint
proposal put forward by the Management Board aadsipervisory
Board. SoFFin announced that it wants to subsetyuemduct a
squeeze-out, meaning that all of the remainingestidders would lose
their shareholdings in due course — in return foajppropriate cash
settlement payment.

We are very much aware that this represents an@xinary situation
for you as shareholders of our company. We knotsbime
shareholders would hayeeferred to have participatedin thecapital
increaseproposed for resolution today. Furthermore, maoyld have
favouredretaining their status as shareholders in the compyy.
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Nevertheless, the Management Board and the SupgnBmard kindly
ask you — in all urgency — to approve the capitatéase proposed for
resolution. There is only one reason for this actldypo Real Estate has
no realistic alternative to the government’s partigpation. This is the
only way — and | must reiterate this — to secueecntinued existence of
the company and the Group.

Following this introduction, | now want to focusdeetail on the
following three central issues

» firstly, the developments that led to the crisfgeeting the bank, and
which therefore constitute the reason for todaxXsdordinary
General Meeting;

» secondly, the already initiated strategic restmictuof the bank that
can only be continued and implemented with the béthe capital
increase proposed for resolution today; and

» thirdly, the necessity of support measures, incigdin particular, the
government’s recapitalisation measures.

Please understand that | will only refer to thaficial statements for the
2008 financial year to the extent that they arevaht for the only agenda
item of today’s Extraordinary General Meeting. Timancial statements
will of course constitute a subject matter for ¢thdinary Annual General
Meeting, to be held in August.

1. Hypo Real Estate — crisis and implications

Hypo Real Estate crisis

This, Ladies and Gentlemen, brings me to my figship- the crisis
affecting Hypo Real Estate. In September 2008¢xgtence of Hypo
Real Estate was threatenetby the international financial crisis, and by
the subsequent liquidity problems faced by our Dubased Irish
subsidiary DEPFA BANK plc in particular. As you arell aware, the
crisis in the sub-prime segment of the US mortgageket that emerged
in 2007 triggered turbulence on the global finaheiarkets. This not
only affected Hypo Real Estate, but virtually ahis.
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However, from today’s perspective, what were ttasoas why the crisis
affecting financial markets impacted so severeljHgpo Real Estate?

The crisis affecting financial markets, which hegred significantly
during 2008, resulted in thpartial or total collapse of individual
capital and finance marketsin September 2008. After the US
investment bank Lehman Brothers was forced tdditdankruptcy, in
particular the interbank market — in other words, inarket in which
banks lend to one another — practically came taradstill as from mid
September 2008. The collapse was attributableg@dhtinued loss of
confidence between the banks: potential problefiesi@fig borrowing
banks meant that it was impossible to gauge theassociated with
lending on the interbank market. The behaviour afkat participants
changed considerably:

 firstly, money and interbank market transactiomssexured financing,
were no longer rolled over.

» Secondly, very short-term credit lines were suspdnd

» Thirdly, banks including Hypo Real Estate were isgflito pledge
higher levels of cash collateral.

As a consequence, the existence of the Irish DEBRANK plc, which
has been a wholly-owned subsidiary of Hypo Reahtedtiolding AG
since 2 October 2007, was threatenediduidity shortages. DEPFA
BANK plc had extended its volume of business coergillly in the past,
and had continued to do so in 2008 as well. Theasting of its
activities depended significantly on the interbamkrket and on other
short-term, unsecured refinancing options. Sigaiftozolumes of long-
term lending were refinanced by short-term fundss Business model
did not prove to be crisis-proof. The generatiofigpfidity through the
sale of assets was hampered significantly durifi2 illiquid markets
and substantial spread widening. These developrspnéad domino-like
through intra-group relationships such as receeglguarantees and
letters of comfort, to also threaten the existerfddypo Real Estate
Holding and Hypo Real Estate Bank.

This news, which was disclosed in autumn 2008, lstabthe public and
— understandably — you, as shareholders of our angpt wasno
longer possible to take corrective measurds thisphase.
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Against this background, the Supervisory Board ¢ the
corresponding enquiry into the actions of the coaitobodies that were
responsible at that time. The ordinary General Mgewill address the
result of this enquiry when it convenes in mid-Asgu oday and at this
meeting we need to focus on the future of the cappa

Measures to secure liquidity

The crisis affecting Hypo Real Estate is not jujaidity crisis, but also
a solvency crisis. | will cover this in more detailer — first, | would like
to address the measures taken to secure the tignidity.

As the new Management Board, we have invested efést towards
countering the threatened collapse of Hypo ReatEstWe have focused
on a variety of duties and problems within a slspece of time. Our first
duty was to examine whether there was an obligdtiothe company to
file for insolvency. For this purpose, we obtairegbert opinions and
continuously reviewed the grounds for insolvency &iso closely
monitored the capital ratios in accordance with@Geeman Banking Act.

We also had to useextensive measures to secure RgicEstate’s
short- and medium-term liquidity requirements. Thews/olved
cooperating closely with the German Federal Findicestry, SoFFin,
BaFin, the Bundesbank and a consortium of financg&ltutions. Hypo
Real Estate could not have been saved withoutethe bf open
communication and pragmatism of all the partie®ived. | would
therefore like to take this opportunity to expresssincere thanks to all
of the parties named for the aforementioned supporéand cooperation
that has been extended to date

Thevolume of the liquidity support comprised a maximumof € 102
billion ; we repaid € 1.7 billion of this amount at the efidlarch in
accordance with contractual agreements. All ofitleasures taken have
been explained in the joint statement issued byviheagement Board
and the Supervisory Board in relation to SoFFiesent public tender
offer, as well as in our 2008 Annual Report, arglititerim report as at
31 March 2009. | will therefore limit my commentsrk to an overview:
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* In order to secure Hypo Real Estate’s short-tequidiity
requirements, Deutsche Bundesbank on 28 Septerb8r 2
initially granted Hypo Real Estate Banlspecial € 35 billion
liquidity support facility guaranteed by the Federal Republic of
Germany. In October 2008, this amount was increts€db0
billion by means of an interim financing facilitygranteed by
the Federal Republic of Germany.

* On 13 November 2008, Deutsche Bundesbank and artioms
of German financial institutions provided Hypo REatate with
aliquidity facility of € 50 billion in order to redeem these credit
lines. € 1.7 billion of this amount was repaid imfdh 2009. The
government has guaranteed € 35 billion of thisidiigy facility.
The Federal government guarantees that were olligset to
expire at the end of March 2009 were extended nguhe
course of that month — to the end of December 2009.

For this purpose, we have pledged unsecured asgéts amount
of € 60 billion as well as interests in the opergtsubsidiaries of
Hypo Real Estate Holding.

* Furthermore, Hypo Real Estate Bank took steps &wémber
2008 to secure its liquidity situation by takingsadtage of
further stabilisation measures in accordance viighGerman
Financial Markets Stabilisation Act. This affectsagantees
totalling € 52 billion that were granted by SoFkirseveral
stages. In April 2009, the entirety of the guarariteilities was
extended until 19 August 2009.

However, these short-term liquidity support measuestrict our room
for manoeuvre and entail significant additionaltspsompared with the
costs that were incurred for short-term refinan@nghe interbank
market before the outbreak of the crisis.

* Following restructuring of the facility to suit otequirements, the
current costs for the liquidity facility still exed the Euribor
reference rate by roughly 70 basis points or Oréergage points.
Additional payments may be incurred through a dtedalebtor
warrant.
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* For the short-term SoFFin guarantees, we pay a ¢onamt fee of
0.1 per cent per annum on the undrawn portionefjterantees, and
0.5 per cent for those that are drawn on. Long-tguarantees will be
more expensive.

All'in all, the costs are therefore considerablgttar than the margins in
DEPFA BANK plc’s public finance portfolio, which ecunts for a
substantial share of our balance sheet.

Our future liquidity requirements are highly depentdlon market
developments. Even in the event that the termaradifig available to
Hypo Real Estate gradually return to normal inftiiare, the
Management Board and the Supervisory Board envisedét will take
many years before the liquidity support has bepaice

Recapitalisation measures taken to date

Thecapital situation has also deteriorated dramatical}, as a
consequence of the ongoing financial crisis thatdiso extended in
particular to affect the real estate markets. Eaiti my comments, |
already explained that the crisis affecting Hyp@IR€state is not just one
of liquidity, but also a solvency crisis. We alstered into discussions at
the end of 2008 in relation to this issue with SoREnd the regulatory
authorities — primarily with the BaFin. Pleasertet outline briefly the
measures that have already been taken to recapitdjipo Real Estate —
however, these measures al@ane not sufficient to ensure that Hypo Real
Estate remains afloat — | will go into this in maietail later.

In view of the necessary stabilisation measureBF8n Hypo Real

Estate Holding and Hypo Real Estate Bank signbeéa@aration of

Intent on 28 March 2009, whereby the parties involveeedrto the
framework for recapitalising Hypo Real Estate Hoggthrough

providing capital contributions and by providingagantees to Hypo Real
Estate Bank, in accordance with the provisiondefRinancial Markets
Stabilisation Act.

On the basis of this Declaration of Intent, anchwiite approval of the
Supervisory Board, the Management Board resolvéldeagnd of March
to increase the issued share capital of Hypo Retalt& Holding.
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Within the scope of aapital increase against cash contributions from
authorised capital, the issued share capital was increased by € 60
million, to the exclusion of the shareholders’ praptive subscription
rights. SoFFin underwrote the new shares at thatetgt minimum
issuing amount of € 3 per share. The capital irseeeas finalized in
March. Thereby, SoFFin acquired an 8.65 per céatdst in the issued
share capital of Hypo Real Estate Holding.

2. Strategic restructuring of the company —
establishing a new bank

Ladies and Gentlemen,

| initially outlined the crisis affecting Hypo ReBktate and the measures
that have already been taken to secure liquidityfanpurposes of
recapitalisation. The third part of my speech d#hl with the additional
support measures that are necessary to ensutevitgas. First of all
however, | want to explain the key issue of ouoef to ensure the
continued existence of Hypo Real Estate, namelydkeucturing of the
Group. It was, and is, paramount for us to chartHypo Real Estate’s
future. A bailout plan must lead to a sustainabterke, especially if
substantial sums of taxpayers’ money are investedis end.

In addition to the aspects outlined above — spedlfi, the continuation

of operating activities and averting insolvencyur work is focused on

two key strategic initiativesthat we have developed in close cooperation
with the new Supervisory Board:

« firstly, developing a strategy for a re-organiseglbwith a future
ahead of it; and

» secondly, fundamentally overhauling the Group'srimdl structures,
processes, and systems.

It is of course impossible to conclude these complecesses
surrounding the strategic realignment of Hypo Hesthte within a few
months. In fact, it is expected to take a numbeyeairs. The continuation
of this work will be given the utmost priority. SeiR reserves the right to
subject the business model we have drawn up tthanotview. And the
European Commission may still find it necessargawy out certain
modifications, within the scope of the assessménbmpliance of the
government’s support measures with subsidy law.
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Ladies and Gentlemen, we are nonetheless convatmaat the
fundamental realignment and will therefore pursuethere are no
alternatives to the measures that have alreadyibgdamented or
initiated.

Company strategy and business model

The crisis made one thing quite cledypo Real Estate’s business
model had to be adjusted, and will need to be adjustetidr, in line
with the changes in capital market conditions dredgrowing challenges
in the real estate business. We had already dravtheunew strategy and
business model in December 2008. Implementatioarbsgaight away,
and will continue in several phases. We aim to Haxgely completed
this consolidation and realignment process by titead 2011. This
brings me to the key elements of our new strategy:

* We will concentrate on owore business of customer-focused real
estate finance and public sector finance

* Inourreal estate financebusiness, we will cooperate with
professional real estate investors, largely comaéng on financings
and markets that are eligible for Pfandbrief ccaggets,
predominantly in Germany and Europe. We want togaan taking
smaller financing projects on our books in the fetu

* Ourpublic finance business will also focus on assets eligible for
Pfandbrief cover, with a greater emphasis on Geyrtiagan in the
past.

* Even though in the short term we are planning fdy osnoderate
volumes of new businesghe key issue here is to become active
now.

* As already mentioned, we will fund our operatignedominantly —
but not exclusively — through Pfandbriefe This concept not only
matches our strengths but offers us market oppitigaras well:
German Pfandbriefe have proven their reliabilityefghancing
vehicles, even during times of crisis, and are ats@acting new
issuers.

* However, the new business model also means thatilvevithdraw
from emerging marketsandend our exposure to infrastructure
finance.
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We will also withdraw frontapital markets activities that are not
customer-focused Infrastructure financing no longer suits our
funding approach, while Capital Markets & Asset ldgament
business entails risks that are too high.

* Additionally, our entirgoortfolio will be split into two parts, which
we will manage separately:

One portfolio will comprise assets that are — fellng the
realignment - considered to be in line with ouatggy — here, we
will in future take on new business , i.ia. real estate finance as
well as in public finance The legal entity for this business shall in
future be Hypo Real Estate Bank AG, which is togeerith DEPFA
Deutsche Pfandbriefbank AG; in due course, the etkantity is set
to operate under a new name.

The other portfolio, which at € 210 billion accosifibr the lion’s
share of our balance sheet, comprises mainly askptglic debtors
with high credit quality. However, some of thesseds are also
exposed to a high level of risk. This portfolichisld for the most part
by DEPFA BANK plc and does not constitute a parbwf bank's
future core business. As a so-callealue' portfolio, it should and
must be reduced over time, depending on marketlal@vents, in
such a way that it retains its value and impacigtisas possible on
the market. Fundamentally, our strategy here sotd the high-
quality assets, optimise the refinancing costsraddce the assets
systematically over time. On the other hand, wetw@amanage
riskier portfolios more intensively and disposdlem where
possible, when the market environment improves.

In summary, this means that we believe the futfitbeGroup in terms
of strategy lies in being a specialist bank fot estate finance and public
finance. The plan is to refinance loans extendddtire with a focus on
Pfandbriefe. My fellow members of the Managemerafand | are
convinced that this orientation will provide Hyped Estate Group with
aclear strategic outlook

Changes to structures, processes, and systems

Hypo Real Estate's crisis has also shown that tbep3 internal
structures, processes, and systems require a famiahoverhaul.
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* We have therefore started, as one of our initiafite establish
viable processes for risk management and liquiditynanagement
— in these areas there was backlog demand. Thi¢ predess is also
under scrutiny.

* We have also employed a series of measures toiirapt
harmonise structures and have thereby redioraglexity.

o We have for example, merged Hypo Real Estate Bank
International with Hypo Real Estate Bank. We as®al
working towards a merger of Hypo Real Estate Baitk w
DEPFA Deutsche Pfandbriefbank.

o The Management Boards of Hypo Real Estate Holdirnth a
Hypo Real Estate Bank are meanwhile occupied bgdnee
persons; moreover, all members of the ManagemeartcBaf
Hypo Real Estate Holding are represented as nocuéixe
directors on the board of DEPFA BANK plc in Dublin.

* We are also closinigpcationsthat no longer suit our future regional
structure. Five locations have already been clomed another 15
will follow this year.

* We have disposed of subsidiariethat are no longer a part of our
future core business, such as Collineo, the asaeager for
structured products, and the US broker-dealer DEPiFgt Albany
Securities.

* We are also working towardseduction in staff numbers— a move
that is unfortunately unavoidable. A reduction bguand 300 to some
1,500 employees is already secured. Further stiidsew
implemented until the end of this year.

* We have also redefined theanagement and organisational
structure, and restructured the management team that rejpdtie
Management Board.

o Our organisational and management structure isbased
for the first time on a consistent, functional atdsional
approach across all legal entities. In this wayhaee created
functional clarity and abolished overlaps, as asl|
sustainbly strengthened governance within the Group
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0 The reduction of hierarchical levels and the intrcttbn of
shorter reporting lines facilitate the work acrdggerent
organisational entities — thus allowing us to ceuatny
issues more swiftly.

0 We have also created or expanded functions thatracéally
important to the bank’s success: As an examplanl c
mention Global Workout and a centralised, Groupewid
treasury.

* And finally, we are investing in the Group’s futuiiéhe first module
of a completelynew IT infrastructure was rolled out over the Easter
weekend. This new information technology lays treugdwork for
mapping our new processes — across the board ghty lefficiently
—on an integrated platform that is in line withremt market
requirements. We are not only on an equal footerg kwith our
competitors, but are leveraging an advantage.

3. Recapitalising the Company
Dear shareholders,

The restructuring process we have introduced im@ortant step
towards restoring the Group to profitability. Hoveevrestructuring alone
cannotsecure its existence as a going concern. The Gsalgpendant

on extensivdiquidity and capital support in order to survive. | set great
personal store by highlighting this to you in anparent and plausible
manner, in light of the far-reaching effects thés fior you as
shareholders.

A key component of the overall recapitalisatioribed one that does not
however suffice to recapitalise the company conepldab the degree
necessary — imday’s resolution proposing a capital increaseAs a
consequence of the capital increase from authodapial already
carried out, and the government’s takeover offeEFSn currently holds
roughly 47.3 percent of our shares. The subjectenaf the capital
increase proposed for resolution today is to iregd¢he issued share
capital by up to approx. € 5.64 billion. The nevargs from the capital
increase shall be subscribed by SoFFin only; exjsthareholders’ legal
pre-emptive subscription rights are excluded.
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Through the capital increase, SoFFin plans to wnderas many new
shares that are necessary to procure a 90 pesltarg in the company’s
issued share capital. Given SoFFin's current sbéigly of
approximately 47.3 percent, this entails that SoR#ll subscribe to
approx. 986.5 million shares. With an issue pric€ 8 per share, this
results in an amount of approx. € 2.96 that willxflito the company.

Individual shareholders have in some instancesessed concerns that
the exclusion of their subscription rights doescwtform to applicable
law. Having carried out a detailed review, we cdragree with these
concerns. The German Financial Markets Stabilinadicceleration Act
specifically provides for such exclusion of pre-éivg subscription
rights. SoFFin has informed us that any furtheiteapupport will be
conditional upon the exclusion of pre-emptive suilpsion rights. Acting
in the interest of the company's continued exigtetite Management
Board and Supervisory Board have complied with tbegiirement.

Necessity to recapitalise, and presentation of supp
requirements

| now want to go on to the necessity — and thectdfe of a
recapitalisation, together with the effects thisacwill have on you, the
shareholders.

* Hypo Real Estate Group sufferedevere loss after taxesf € 5.5
billion in the 2008 financial year. The loss igidtitable in part to
write-downs of goodwill and other intangible asdetsn the first-
time consolidation of Irish subsidiary DEPFA BANHKcptotalling
€ 2.5 billion. Added to this is a series of specdiahon-recurring
effects. At € —585 million, net operating incomel @&axpenses was
strongly negative, impacted by approximately €Hilon in write-
downs on securities. As a consequence of the g&ignifglobal
economic downturn and - especially - the relateplioh on the real
estate markets, net allowance for credit lossedléot€ 1.7 billion.

The results for thérst quarter of 2009 in accordance with IFRS
continued to be impacted by the crisis on inteometi capital,
financing and real estate markets, as well as &g tists of liquidity
support, which | already mentioned. The pre-tas kedl to € —406
million, while the net loss after taxes was € —g@lion. By
comparison, the Group reported a pre-tax profg @00 million in
the first quarter of 2008, and a profit after tag&€ 148 million.
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* The losses incurred in the 2008 financial year hradeiced
consolidated equity in accordance with IFRSexcluding the
revaluation surplus) to € 2.6 billion as at 31 Drber 2008. Taking
into account the revaluation surplus, consolidagaity as at 31
December 2008 was in fact negative, at € —1.5ohilli

* The remaining equity is less than gnomic capital requiredto
manage the Group; this is stated in the 2008 RegoR. In other
words: we do not have sufficient capital to congirta run the Group,
given its current risk exposure. Key risk drivarghis context have
been a widening of credit spreads which affectedRulblic Finance
business during the last year as well as additigeraldit risk
exposure in the Commercial Real Estate financenkessi as a result
of increased probabilities of default and lowel estate market
values.

» Additionally, there werd&idden encumbrancef around € 31.5
billion on the assets side of the balance sheat 3% December
2008, mainly due to impairment (expected to be wm@my) of the
public finance portfolio of the Irish DEPFA BANK @l There are
additional hidden encumbrances of € 1.7 billiowtiner asset items.
On the other side, there are hidden reserves gfsamhe € 10.7
billion on the liabilities side of the balance shééhis means that
there are net hidden encumbrances of around €biRdH.

* Hypo Real Estate Holding AGEquity in accordance with German
commercial lawfell to € 0.7 billion as at 31 December 2008. This
figure was affected in particular by write-downsthe carrying
values of its operating subsidiaries. If we hadassumed state
support when determining the write-down, the equibuld more
than likely have been negative.

» For regulatory purposes, total capital as at tfereace dates of 31
December 2008 and 31 March 2009 was calculatediéxg the
result for 2008. This is due to regulatory requieas, since no
confirmed financial statements as at 31 Decemb@8 ¥ere
available yet on these reporting dates. This isdwawa prerequisite
in order to take into account the results.. Talimg account the
result for 2008, theninimum regulatory capital requirements
would not have been met, as at 31 December 20@8€80 million
capital increase from authorised capital as at atcki 2009 did not
lead to any material change in this respect.
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The financial statements for 2008 are meanwhildicord, and the
capital ratios have clearly fallen below the regata minimum
levels.

* KPMG, as auditors, issued anqualified audit opinion for Hypo
Real Estate Holding for the 2008 financial yearM@®, however,
points out that there are continued threats t@timtinued existence.
As KPMG pointed out as a result of its audit,seokegequirements
must be met in order to secure the continued exdstef the Holding
and the Group. Specifically, the survival of theo@r is conditional
upon sufficient equity support from SoFFin, thetoamed liquidity
support from the financial sector consortium, @dslitional liquidity
support by SoFFin if necessary.

Even if the capital increase proposed for resaofutamlay will have been
adopted in accordance with the joint proposal efNtanagement Board
and the Supervisory Board, we will requargditional capital support in
order to manage the company and the Group thrdwghedars ahead.

* On the one hand, a continuous guarantee of liqusdipport by the
government is only possible — for subsidy law rease provided that
the core capital ratio does not fall below 7 pertc¥et this
continuous liquidity support is vital to secure ttmmtinued existence
of the company and the Group.

* On the other hand, our competitors have core dapiias of 10 per
cent and more. This is our benchmark to be conmpetiand to return
to a position where we can independently refinanoeoperations
again in the medium term.

* Furthermore, we must retain extra capital to cushigainst probable
recession-driven rating migrations, which wouldrease the risk
weighting of our assets and would burden the regojaapital
ratios.

* Finally, and importantly, we also require capitactbver future
anticipated and unanticipated losses. We expesgéda high burden
on earnings in the 2009 and 2010 financial yearsTbis is due
mainly to three factors:

o expenditure for liquidity support received; in atheords, the
aforementioned liquidity costs;

o expenditure in relation to the strategic realignteerd
restructuring; and
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o further write-downs on receivables and securities are
expected in the course of the financial crisis ecghomic
downturn; we are very concerned about developrnamthe
commercial real estate market. The aggregate vofme
exposures on the watch list and problem loans sabod
around € 7.3 billion at the end of the first quade2009.

As a result, a pre-tax loss is expected for the@20@ 2010 financial
years at least.

We are in ongoing talks with SoFFin about the m®emount, timing
and mix of instruments for capital injections stébjuired.

One thing is already certain today: as in the pasijstically, this
additional capital support can only be providely the government

* The Management Board and the Supervisory Boardtbave any
proposals from third parties that would secure@r@priate
recapitalisation of the Group.

* In view of the enormous dimensions of the capiguirement,
individual measures such as the sale of asset®taeoure the
continued existence of the Group. The hidden encantdes on the
balance sheet also show that the disposal of aafsetsrent prices
would wipe out significant amounts of capital.

* Above all, no third party buyer is in a positiongimvide the
necessary liquidity support that has been guardrige&SoFFin up to
now, and that might have to be extended if necgssar

* To date, the Irish government has not yet showrreagliness to
support Dublin-based DEPFA Bank plc, and we aream@tre of any
changes to this position in the future.

* The consortium comprising financial institutionglansurance
companies initially provided a liquidity facilityf& 50 billion only in
conjunction with substantial collateral and on Itlasis of a
government guarantee. A partial recapitalisatiamselving a stake
in the Group’s equity, and one that would have egrosed to
higher risks — was not within the consortium’s imtens.
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» Furthermore, the government is a high-quality shalcer: its
involvement is vitally important to Hypo Real Egtateligibility for
capital market funding. The rating agencies s#eait way, t00.

* A capital increase, via the capital markets anthéexceptionally
large amount necessary, cannot be realised witkisd¢ope of Hypo
Real Estate’s current situation. Only top-clasdifabole banks with
diversified business and funding models can adtessapital
markets during the crisis.

* Inview of the situation that threatens the baukly existence, debt-
for-equity swaps are not a practical alternatitbezi No bank has
undertaken such a measure during this crisis efntarkets.

* A'bad bank'’ solution that is currently being diesed, albeit not yet
ratified, might constitute a supporting measureest. Given the
current structure of our balance sheet, the effestich a spin-off
would be minimal since the share of so-called ¢alébt' on our
balance sheet is well below average. The carryinguat of such
instruments on our balance sheet is approximat8ly ®illion — 61
per cent of their nominal amount of around € Gadill

| just want to reiterate here that there is noraive to government
support in order to secure the continued existeftiee Group.

| would also like to point out that the inflow afrids from the capital
increase to be resolved today must happen verkiguigs | already
explained, the Group already falls short of minimwggulatory capital
requirements right now. Expectation of the immegliaiplementation of
government support measures is the only factorgmtévg the
responsible regulatory authorities from intervenifige new
Management Board is cooperating very closely withrelevant
authorities.

In this context, it is worth noting that the EurapegCommission has just
launched dormal review in relation to the subsidy measures pthe
German Federal Governmen} as expected. We are also working
closely and constructively with the Commission bis tnatter and are
confident that the Commission’s review will comeatpositive
conclusion. However, any decisions reached by th&€€Bmmission
could result in further burdens or require certadifications to the
business model. The antitrust review in relatiotheogovernment
takeover of Hypo Real Estate has already been ssitdly concluded.
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Government conditions for a capital increase

I would now like to talk about the issue of 'gaiicontrol’ by the
government, which is naturally of great interesyoa all. By way of
introduction, | would like to recall the followinghe company does not
have any entitlement to receive government suppfavever, given its
size and integration with other institutions in flr@ncial industry, the
Group is veryrelevant to the systemlt would be extremely difficult to
predict the direct and indirect consequences allagse. The
government therefore wants to support us and peowidwith the
necessary capital. Nevertheless, you can easilyartbe following
guestion: where would the company be, if it weresupported by the
government on account of its relevance to the systand what would
this mean to its shareholders? Without governmgopart — and this
must be made clear to all parties involved — theyald be no basis for
the continuation of the company and the Groupadt, fwe would already
have had to file for insolvency.

You are aware that the government has made fuithedity and capital
support conditional upoobtaining full control over Hypo Real Estate

It has already outlined a series of reasons itaksover offer. In view of
the dimension of the funding required, the govemmnbelieves that, from
a budgetary perspective, it can only justify exiagddditional funds for
stabilisation purposes provided that the necessatyucturing measures
can be implemented with legal certainty, sustaindhla cost-efficient
manner, and without delay. The government thusresghat the
substantial amounts of taxpayers’ money it is itimgsor the
recapitalisation of the bank are being used prugamnid carefully.

However, what this means is thatapital increase in the form of a
rights issuethat would prevent any dilution of existing shanielers’
interest imnot an option, since it does not fulfil the government's
conditions for the planned sufficient recapitalizat This is why a capital
increase featuring a subscription right — expressiyiested in many
counter-proposals — is comprehensible, albeit distiea This also
applies to the proposals featuring the inclusionretlitors in the
recapitalisation. All such considerations fail givhe circumstances
whereby quick and effective stabilisation can dmyachieved with the
help of the government.
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Added to this are significamipportunities for cutting costs which the
government believes arise from its acquisitionutif dontrol: once the
company is nationalised, this can facilitate a dgeeturn to refinancing
via the capital markets, thus reducing funding £ost

Appropriateness of the issue price of € 3 per simettee
event of the capital increase

The issue price for the new shares is derived éoraance with the
German Stock Corporation Act: shares must notdeeis at a lower
price than the proportional nominal value of treued share capital
attributable to each individual no-par value sh@hés amount equates to
€ 3 for Hypo Real Estate Holding. It is therefoomsiderably higher than
the current share price traded on the stock ex@dngarticular, it is
higher than théntrinsic value of the shareswhich would be zero
without the recapitalisation, as also affirmed by advisors. This is a
consequence of the following factors:

* Without SoFFin’s recapitalisation measures, Hypalf&state
Holding's equity would more than likely be negative.

* Without this recapitalisation, the current shottiialthe regulatory
minimum requirements of core capitaid total capital ratios could
not be cured. This would in any event lead to ragu procedures
and to a moratorium or similar measures being iragdxy the
regulatory authorities — as well as to the subseiguidation of the
company if necessary. Each of these measures weuitaterially
damaging to the bank’s business activities ancetbes to its
enterprise value — and to the carrying amount opd-Hyeal Estate
Holding’s balance sheet.

» Finally, it must be taken into account that the @'sliquidity is
currently guaranteed by two measures only:

o firstly by the aforementioned liquidity facility {evhich € 35
billion is government-guaranteed) that was oridinél50
billion and is now € 48.3 billion, maturing at tead of 2009;

o and secondly, the € 52 billion framework guararfitéedity
extended by SoFFin, maturing on 19 August 2009.

The government has made the further extensionarfagiiees conditional
upon gaining full control of the company.
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Not extending these liquidity support measures donibre than likely
trigger the insolvency of key Group entities. Altigh we did not
calculate the liquidation value, we assume thdtquodation proceeds
would remain for you as shareholders, in the egémsolvency.

Further government measures

The government already announced additional messvitkin the scope
of its public takeover offer that are set to follthve capital increase.
After the capital increase, the government willdnasached a
shareholding that allows it to initiate a so-cakkegleeze-outThe
government has already declared its intention tsyrisuch a squeeze-
out, in which case applicable law provides for pprapriate settlement
payment to be paid to shareholders.

However, this settlement payment is not on the dgdor discussion
today. SoFFin will determine trmount of the settlement paymentit

is outside the control of the Management Board. S¢tdement payment
will be reviewed in detail by a court-appointed ioid The squeeze-out
will be on the agenda of a later General Meeting.

The government’s assumption of full control will &&sociated with the
loss of your position as shareholder. | appredtaterou do not feel
enthusiastic about this fact. However, please releerhatthe
continued existence of the Grougan only be secured witubstantial
support from the Federal Republic Germany The fact is that there is
no alternative even close to appear realistic.

The Management Board is obliged to act in the campaest interests.
My colleagues and | take this obligation very sesig. Besides the
interests of the shareholders, we must also takeaiccount the interests
of the employees and the public interest. | mugtnae the fact that it is
essential we ensure thentinued existence of the company as a going
concernas a primary objective, witks sustained profitability a
secondary goal.
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The Management Board remains confronted with aepianal situation
that threatens the company’s existence. This gitudtaves us no
alternative but to utilise the extensive suppodvpied by the
government, as proposed, if we want to meet theirements of the
company’s wellbeing and secure its continued exgg#eThe capital
increase is necessary to extend the liquidity sttppeasures, and to
reach the necessary capital ratios to ensure weargimue to operate our
business. In light of the situation described abdve Management
Board believes that the immediate implementatiothefcapital increase
proposed today for resolution — plus the suppoarguoteed by the
government over and above this amount — is indisgigle and without
alternative. The Management Board and the SupewBoard therefore
urgently ask you tgupport the capital increase- in the company’s best
interests.

Thank you very much for your attention.

*k%



