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Dear Shareholders,
Ladies and Gentlemen,

I would like to welcome you, on behalf of the Maragent Board, to the Annual General Meeting of HRE
Holding. As you know, the Companyésitire Management Board was completely replaceds from Oc-
tober 2008. Manuela Better, Kai-Wilhelm Franzmeyeank Krings and | have all been appointed to our
offices in extraordinarily difficult times. With &dct as of the 1st of October, the Supervisory B@dso
appointed Alexander von Uslar-Gleichen as CFO.

Our task is a major challenge — but alseztraordinary obligation. We are placing all our energies at
HRE's disposal, in order for the Group to onceragaget the challenges of the future based upocaur
cept of fundamental strategic realignment. Dedpiéeprogress we have made in our first ten mories,
strategic realignment of the Company will take salvgears.

Thecornerstone for the strategic realignment and furtter capitalisation, namely the immediate stabilisa-
tion of HRE in the wake of the crisis that threa&igits very existence, has now been laid. To this the
Federal Republic of Germany, the Bundesbank amhsoetium comprising members from the financial
sector have provided comprehensive liquidity amgitahsupport. This support was and is essentiatife
HRE Group to continue as a going concern and wexremely grateful for this assistance.

| would also like to extend a special thanks to staff members. They have put massive effort igto a
complishing the extraordinary tasks the Group loafd¢e for almost a year now. The threat to the @@m
ny's existence last October is in clear contrasttoemployees’ high level of commitment.

Ladies and Gentlemen,

Naturally, we fully understand that these exéraordinary and difficult circumstances for all of us. The
Management Board and Supervisory Board contintlg the view that there was and is no realistieral
native to the Federal State’s participation in HREe capital increase resolved in June 2009 wastbal
first step to preserve the Company's very existefidditional steps must follow. To stay afloat, thempa-
ny will continue to require the longer-term compegive support of SoFFin regarding liquidity gudeas
and capital support.

| would now like to turn to my first topic, the reqt on the financial year 2008 and the outlooktfer cur-
rent financial year.

Financial Year 2008, and Outlook for 2009

The financial year 2008 was marked by the gerezisis on the financial markets and by the specific,
extremelydifficult situation of the HRE Group which threatened its very existenceThis is also reflected
in the consolidated financial statements: afterye&reporting profitability, HRE reported highskes for
the financial year 2008. The figures, however, alsow the short period of time over which the giaraof
the Group dramatically changed course: The Gropprted pre-tax profits of 207 million Euro for tfiest
half year of 2008. In the second half year of 2008 ,pre-tax result was negative at - 5.582 bilkamo,
2.482 billion Euro of which were related to amatisns on goodwill and other intangible assets BPBA.

Thebusiness environmenfor the current financial yeds equally difficult. The crisis of the real economy
persists. Accordingly, the condition of the reahés market has continued to deteriorate. We obsdev
creasing rents, significantly higher vacancy rabesghtened, risk-adequate yield expectations\dstors
and, as a result, reduced valuations and a risingber of loan defaults. As a result there was @ifsogunt
increase in additions to provisions for lossesaam$ and advances, above all for real estate lodmsh
further depressed results (of operations) signifigan the 2¢ quarter of 2009.
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With your permission, | will now address the 20@®solidated financial statements in more detail.

Consolidated Financial Statement 2008

A loss of € 5.375 billion was reported fore-tax profit, compared with a profit of € 862 million reportied
2007. Please note that all figures for 2007 are pro-forma basis, incl. DEPFA BANK plc and itsriaer
subsidiaries. The net income was reported as €1%dlion.

Operating revenues were negative at € -585 million; they comprise sikm of net interest income
and similar income, net commission income, netitigachcome, net income from financial invest-
ments, net income from hedge relationships asasgehe balance of other operating income / ex-
penses. The figure is accordingly considerably fattvan the corresponding figure for the previous
year period (€ 1,463 billion).

Theadditions to provisions for losses on loans and aducesincreased to € 1.656 million as a re-
sult of the considerable downturn in the globalnesoy and the deterioration of the situation on
some real estate markets. On the other hand, ih, 200visions for losses on loans and advances of
€ -61 million were reversed. The addition to prawmis for losses on loans and advances in 2008
contains portfolio-based allowances of € 501 millilmdividual allowances were recognised in par-
ticular in relation to commercial real estate ficiaug in the USA, Germany, Great Britain and Spain
as well as selected exposures in the Public S&chofrastructure Finance segment.

General administrative expensesleclined to € 605 million, compared with € 656l in the
previous year. This reflected the lower numberroplyees, which declined from 2,000 to 1,786 in
the course of the year. They also declined becanisiscretionary variable compensation was paid.
General administrative expenses were affected byguitancy expenses incurred in connection with
the stabilisation, restructuring and strategic caing of the group.

In consequence of the collapsed interbank marketidhSeptember 2008, it was no longer possible
to conduct the business of DEPFA on the same basissumed at the acquisition date on 2 October
2007 and also on the basis of assumptions madetfaditetime. Accordingly, as mentioned above, an
impairment totalling € 2.482 billion was recognisedhe third quarter of 2008 in relation to the
goodwill and DEPFA'’s intangible assets.

Thebalance of other income/expenseasd € -47 million (2007: € -6 million) is due fitgtto the po-
sitive effects of the mandatory convertible boraiesd for financing the DEPFA acquisition.
Secondly, the balance of other income / expensesiatiudesestructuring provisions incurred in
connection with the strategic refocusing and restiming of the group. This refocusing, which | will
address in detail shortly, was adopted by the namnadement Board and the new Supervisory
Board on 19 December. A restructuring provisio€ @25 million was created for this purpose in
the fourth quarater.

Thetotal assetsof HRE amounted to € 419.7 billion as of 31 Decenf2008, compared with

€ 400.2 billion as of 31 December 2007. The inaeéagotal assets was mainly attributable to hig-
her financial investments and other assets. THiscted the strong new business in the Public Sec-
tor & Infrastructure Finance segment in the fivad tquarters of 2008 as well as the liquidity facili
ties drawn by customers. The other assets increhsetb higher positive market values from deri-
vative hedging financial instruments which increbas a consequence of the lower interest rate le-
vel.
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Thetotal volume of lendingamounted to € 267.3 billion at the end of Decen2@88, compared

with € 256.2 billion at the end of 2007. Loans addances to other banks declined appreciably as a
result of significantly lower investments in resperio the crisis on the interbank market. On the
other hand however, loans and advances to custonueemsed due to various factors, including the
growth in the portfolio of public sector and infiagture financing. Considerable volumes of new
business were still being written in this respadhie first half of 2008.

Total Group liabilities amounted to € 421.2 billion as of 31 December 2808 pared with
€ 394.1 billion as of 31 December 2007.

Shareholders' equity(excluding the revaluation reserve) amounted 206€billion as of 31 Decem-
ber 2008, compared with € 7.9 billion as of 31 Deber 2007. This decline is attributable to the
consolidated net loss in 2008.

Therevaluation reservedeclined by € 2.3 billion compared with the presdgear to € -4.1 billion.

Shareholders' equity including the revaluation reseve was accordingly negative at € 1.5 billion
as of 31 December 2008. It has to be consideredHRE reclassified available-for-sale assets with
a carrying amount of € 76.1 billion with retroaetigffect as of 1 July 2008, and now classifiesehes
assets as loans and receivables. Without thissgfitation, the AfS reserve after tax would have
been € 7.1 billion lower on 31 December 2008.

Overall, thehidden lossesn all our assets amounted to € 31.5 billion a8loDecember 2008,
mainly in the items “Loans and advances to custstraard “Financial investments”. Hidden losses
of € 20.8 billion still remain even if the hiddegserves on the liabilities side of the balancetstuee
included. These figures underline that it is nadgiole for our balance sheet to be substantially re
duced at present without realising losses. Accagtgljrwe will have to adopt a measured approach
for reducing our balance sheet.

| will now turn to theregulatory indicators:

The Management Board manages capital on the blagsious factors, including th@erman Sol-
vency Regulation and the German Banking Actln line with regulatory requirements, the own
funds were calculated as of 31 December 2008 withear-end results, due to the fact that, at the
time of solvency reporting to the regulatory auities, the approved annual financial statements did
not exist. However, if the year-end results 2008 xeen available, thegulatory minimum ratios

of 4 percent for the core capital ratio and 8 petréer the own funds ratio would not have been sa-
tisfied as of 31 December 2008: The core capité mould have been 3.4 percent, and the own
funds ratio would have been 5.7 percent.

On the basis of the letter of intent of the SoFHie, Company assumed at the end of March, namely
the time at which the annual financial statemef@82vere prepared, that it would soon be able to
return to a position in which it would comply withe regulatory minimum ratios through the inten-
ded equity support, even if the negative net incaraee to be taken into consideration. This indeed
occurred as a result of the capital increase chaug in June 2009.

The analysis oéconomic capital requirement i.e. the extent to which all quantifiable riske &a-
cked by equity, indicates that considerable voluofdsrther capital will still have to be raised.
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Outlook for the 2009 Financial Year

The first half of 2009 was still affected by théfidult situation on the markets and in particuterthe real
estate markets. HRE had to cope with additionalggsain the form of costs for liquidity support whiwas
received and also costs incurred in connection thighstrategic refocusing and restructuring. Actaiy,
pre-tax profit in the first half of 2009 amounted to € -1.070idil, compared with € 207 million in the first
half of 2008. According to the accounting standatlas first half of 2008 is the corresponding pyear
period which has to be presented; however, initheHalf of 2008, the effect of the deterioratimirthe real
estate markets was not evident to such an extent.

« At € 268 million,operating revenueswere lower than the corresponding figure for ingt half of
2008, when they were reported as € 420 million. filse half of 2009 was very much affected by
the costs of the external liquidity support, inchgithe payments for guarantees of the Federal Go-
vernment, which are reported in net commissionrimezoNet commission income amounted to € -
207 million, compared with € 69 million in the cesponding prior year period. Costs for the guar-
antees in connection with the liquidity supportypded by the SoFFin and the German Federal Go-
vernment amounted to € -257 million. Overall, thsts of liquidity support have amounted to € 349
million since the autumn of 2008. Of this figurel& million has been paid to the SoFFin and
€ 167 million has been paid directly to the FedBwpublic of Germany.

« Additions to provisions for losses on loans and adwncesincreased to € 1.077 billion as a result of
the considerable downturn in the global economythedieterioration in the situation on real estate
markets. The impairments recognised in the firtdf22009 related mainly to real estate loans
(€ 1.048 billion) and, to a lesser extent, infrastare and public sector financing (€ 29 milliofinis
reflected the further deterioration in regionals@mic conditions, particularly in the markets of
North America, Southern Europe and Great Britaényall as in some segments in Germany, which
have been considered to be critical for quite stme. Hotels are examples of sub-portfolios which
are particularly at risk.

* We are monitoring the development on the marketls grieat concern and have seen a continuing
increase in the number pfoblem loansin our real estate portfolio. If we consider afhhs in the
categories of Watchlist, Restructuring and Workpubplem loans have almost doubled to around
€ 9 billion at the end of June 2009 compared wittuad € 5 billion at the end of December 2008.
For this reason, we are establishing a global Warteam which will be responsible for restructu-
ring critical exposures. At the same time, we @ecgying more stringent requirements applicable
for new lending business. We will accordingly fociesv business on countries in Europe eligible
for Pfandbrief refinancing and core real estateketar we are specifying even more stringent stan-
dards with regard to loan-to-value ratios and weehaduced the average size of new loans which
are extended.

* Total assetsdeclined by around 8 percent to € 386.4 billiom&30 June 2009 compared with 31
December 2008. Two factors are responsible forahisiderable decline:
o Firstly, portfolios have been reduced because ne&inbss and drawings of existing com-
mitments were lower than repayments.
0 Secondly, balance sheet holdings declined as & ifsxchange rate factors and the impact
of the low level of interest rates on the markduga of derivatives.
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* We are assumingonsiderable charges on resulta/hich will lead to a continuing loss situation. At
present, we are not assuming that we will be ableturn to profitability before the end of 2012.
There are three main factors which will continuelépress results:

0 Impairments recognised in relation to receivables securities, particularly with regard to
real estate financing, as a result of the finarmials and the economic slowdown

0 Costs of liquidity support which is received

o Costs incurred in connection with the strategiocasing and restructuring

In short summary: Against the background of theegaircrisis in the financial markets and HRE's &xigly
difficult situation — that threatened its very d&isce as a going concern — HRE concluded the fiabyear
2008 reporting very high losses. The situation weihain equally difficult in the near future. Tisisuation
entails high liquidity and capital requirementdioé group. | will focus on this issue next.

Measures Regarding Liquidity and capital requiremers

In September 2008, the crisis affecting financiatkets, which had intensified significantly durid@08,
resulted in theartial or total collapse of individual capital and finance markets Following the collapse
of the US investment bank Lehman Brothers, in paldi the interbank market came practically tocamdt
still from mid-September 2008 onwards caused byp#sistent loss of confidence between banks: the p
tential problems affecting borrowing banks meaat thwas impossible to gauge the risk associaféu w
lending on the interbank market.

In this situationthe business model of HRE's Irish subsidiary, DEPFBANK plc, which HRE had ac-
quired in October 2007, turned ot to be crisis-proof the refinancing of its lending activities depedide
significantly on the interbank market and on otstesrt-term, unsecured refinancing options. Longiter
loans were funded on a short-term basis. The geoeraf liquidity through the sale of assets wampared
significantly during 2008 by illiquid markets andbstantial spread widening. As a result, DEPFA BANK
plc' very existence was threatened by liquiditygbems. These developments then also threatenadebys
of a domino effect, the existence of HRE Holdind &typo Real Estate Bank due to intra-group relation
ships.

As a result of the persistent financial crisis whiic particular also extended to the real estatkets, the
company's capital situation deteriorated. Thuscties of HRE wasiot only aliquidity crisis but also
turned into a solvency crisis

Ladies and Gentlemen,

With your permission, | would like to digress aisthoint, to address an issue that is also relatéide origin

of the crisis. Dr. Endres reported on the resultb® investigation undertaken by the Supervisooatd to
determinghe extent of the previous Management Board’s resmsibility for these developmentsHe

also commented on agenda item 2 of today’s Anneale@l Meeting: the Supervisory Board proposes that
the Annual General Meeting approve a special aliti. purpose of the audit is to explore the cirdamses

in connection with the acquisition of DEPFA BANKcnd regarding the liquidity management of HRE
Holding AG, patrticularly with respect to the respimility of the Management Board in office at thiate.

In accordance with its responsibilities under stoakporation law, the HRE Management Board has now
also retained a renowned law firm. The law firmdstigates whether threvious members of the Super-
visory Board met their monitoring and control obligations under stock corporation lawin connection
with these events. Due to the complexity of thetenathe investigation will take some time to benpteted.
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Following this digression, | will now describe tBempany's current status: first, with regard tailiity,
and then with respect to solvency. | provided \agtailed information on these topics at the Exulaary
General Meeting on 2 June. Today, | will, therefoestrict myself to a short summary, complemeibied
recent developments.

Liquidity support

The Group remains dependent upon the liquidity stdpy a consortium of the financial sector as \aslby
SoFFin. Thedotal liquidity facility amounted t®8.9 billion Euro as at 30 June 2009, 80 billion Euro of
which were drawn at such time, whereas 83 billionoBvere drawn at the end of March 2009. Liquidity
requirements have recently slightly decreased ouesrket effects such as fluctuations of interasit ex-
change rates, and also as a result of reduced ereggigements due to the fact that repayments éadee
new lending and drawings under existing lines.

As per contractual agreement, the liquidity suppmatie available by theancial consortium until the end
of 2009 was further repaid during the second quartan amount of 1.4 billion Euro. Already duritige
first quarter, HRE had repaid 1.7 billion Euro. $hthe facility as at 30 June of this year amoutdetb.9
billion Euro.

At the beginning of April 200%50FFin uniformly prolonged all of the guarantees it haslied until 19 Au-
gust 2009. We expect that the guarantees will naetio be prolonged. At the end of March, SoFFm co
firmed in principle in its Declaration of Intensiintention to issue further guarantees.

The investment by the Federal German State meahsvthregain access to the funding markets. Meanwhi
le, we have agreettedit facilities for Deutsche Pfandbriefbank with several banksaveeengaging ibila-
teral repo transactions and we are conducting initipfivate placementsof Pfandbriefe. We consider
these developments to be positive and as a tokeandidence in the road we have taken. We wantand
must again make a name for ourselves in the cap#ekets.

The Group’s existence as a going concern in thestwable future will remain contingent upon thelava

lity of liquidity support. Ourfuture liquidity requirements are highly dependent on market developments.
Even in the event that funding conditions for thep should gradually return to normal in fututee Ma-
nagement Board expects that it will certainly takgeral years to return the liquidity support.

| would like to take this opportunity to once agaelarify that no money of the Federal State is beiaid to
HRE within the scope of this liquidity support. $hé about guarantees for which HRE, as just expthi
pays fees to the Federal State.

Aside from liquidity support, a further recapitaliton is still a mandatory prerequisite for the tommation of
the Group as a going concern since we need to ¢osses and secure the capitalisation level reduineill
focus on this aspect now.
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Recapitalisation

As stated above, the financial markets crisis hbsoa significant impact on HRE's capitalisatiofreAdy at
the end of 2008, we had entered into discussiotfssiregard with SoFFin and with the regulatorthau-
ties, primarily with BaFin. Let me briefly outlirtbe measures that have already been taken to taltsei
the Group.

With a view to the measures required for stabilisatSoFFin, HRE Holding and Deutsche Pfandbriefban
(at that time still being Hypo Real Estate Banigned aDeclaration of Intent on 28 March 2009. It provi-
des a framework for the recapitalisation of the rthrough capital contributions and through gutsesin
favour of Deutsche Pfandbriefbank, in accordandh thie requirements of the Financial Markets Sisdpil
tion Act.

On this basis, and with the approval of the Sugeryi Board, the Management Board resolved at tHeoén
March to increase the issued share capital of HBHiRl. Within the scope of @apital increaseagainst
cash contributions from authorised capital the issued share capital was increased by 6@mHuro,
excluding the shareholders’ subscription rightsaA®nsequence, SoFFin acquired an 8.65 per denesh
in HRE Holding’s issued share capital. By meana wbluntary take-over offer, which SoFFin submitted
all shareholders of the Company at a price of EG® per share in April/May, SoFFin’s participatioi-
reased to approximately 47.3 per cent. Given treaf the offer, it did not result in an inflo foinds to
the Company.

On June 2, 2009, the Extraordinary General Meetsglved upon &urther capital increase proposed by
the Management Board and Supervisory Board. Sastibiacribed for 986.5 million shares from this calpit
increase, which also excluded shareholders' sydtiserirights. As a result of the capital increabe, Com-
pany received funds in the amount of 2.965 bilkamro. Thus, HRE as a group is once again in compdia
with the minimum regulatory ratios based upon @mination that still excludes, in accordance wégu-
latory requirements, the accumulated losses foy¢lae 2009. The tier 1 equity ratio for the Grosmba30
June was 6.9 per cent and the total equity raligp8r cent.

As a result of the capital increase, SoFFin nowléial 90 per cent participation in the Companyiseids
share capital. This enables SoFFin to pursue abtafnll control of HRE. As you know, this is a peguisi-
te for the Federal State for providing further ag®g support. | must once again stress that we theed
further support. Realistically, it can only comerfr the Federal State.

| already explained this in detail in my speecl2 dune. In my remarks today, | also already expthihat
we continue to expect significant strains on ogulis, and hence expect a persisting loss situdfimm
today’s perspective, we do not envisage a retuprdabtability before 2012. The Company, therefaregds
additional capital support.

Theextent of the required capital inflow depends on a number of external factors. The mygsirtant
ones are:
« the required understanding with SoFFin regardirgtéinget equity ratio;
e the factors | just mentioned, that have an adveffeet on our results;
* possible requirements within the scope of the Etestid proceedings
« the time and conditions at which we will be ableligpose of non-strategic portfolios in a value pre
serving manner

| will in particular elaborate on this last pointthe third part of my comments and will illustraéite funda-
mental strategic realignment of the Group.
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Realignment of the Group
Ladies and Gentlemen,

In our capacity as new members of the ManagemeatdBoe have invested all of our strength in coumnger
the impending collapse of HRE. This entailed, andhe hand, considering whether the Company wasrund
an obligation to file for insolvency. Based on dethadvisory opinions, we were able to answer djoissti-

on in the negative as a result of the support pexviby the financial sector and the Federal Sgitee then,
we naturally continue to review the situation amalbsely monitor the capital ratios prescribedhs Ger-
man Banking Act. We are in close dialogue withghpervisory authorities. On the other hand, asaéxetl
above, we have achieved the satisfaction of theadiate liquidity and capital needs of the Group.

We are at the same time, expediting the Grouplgyreaent. The Group's business model, as wellsas it
structures and processes, have to be changed fentkliy in order to secure a viable future for @reup.
To be successful, the HRE bailout needs to reswtsustainable future for the Company. With thal g

achieving this objective, we have commenced oukwor

This is also why our efforts — aside from the ggplained aspect of continuing the business tlakey
strategic objectivesthat we developed in close cooperation with theeBisory Board:

« firstly, developing a strategy for a realigned cbamk with a future ahead of it; and

« secondly, fundamentally overhauling the Group'srimtl structures, processes, and systems.

The strategic realignment of the Group can naturalt be completed in the few months since the kiaw
nagement Board assumed responsibility for the legsirRather, thgrocess is likely to take several years
Implementation began straight away, and will camiim several phases. We aim to have largely cdegle
this consolidation and realignment process by titeaf 2011. We continue to refine the Group’s besin
model, which will also be reviewed within the scajehe state aid control proceedings between dueral
Republic of Germany and the European Union.

This brings me to the key elements of our new egpat
Outline of the new strategy

The Group’s realignment haso equally ranking objectives we firstly want to identify strategic lines of
business with sustainable future prospects. THiseiachieved by bundling strategic operations mtore
bank which will be the basis of our future busin&econdly, we want to reduce non-strategic paootol
preserving value — for which we have identifiedi@as options that we are currently examining.

» The new core bank is legally in existenceéhe planned merger of the Group’s two mortgage&kba
Hypo Real Estate Bank and DEPFA Deutsche Pfanditandf became effective on 29 June of this year.
This step was preceded by the merger of the Grduwseal estate banks within the scope of the No-
vember 2008 merger of Hypo Real Estate Bank Intenmal into Hypo Real Estate Bank. The strategic
core bank that was created from these mergerstitsElee Pfandbriefbank AG, which is headquartered in
Munich.

Deutsche Pfandbriefbank’s operations will focugeal estate and public finance, and will primarai-
nance its business through the issuance of coveneds. Combining real estate and public financesund
one roof enables us to benefit from synergies. #Wereduce costs by capitalizing on economics désca
and economies of scope ensue for instance witlecesp funding or customer relations.
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We are currently developing a new brand and maptetence for Deutsche Pfandbriefbank. HRE Hol-
ding will, in contrast thereto, operate in the lgrckind as a pure holding entity.

A part of Deutsche Pfandbriefbank’s existing resthte portfolio does not meet the requirementstiden
fied for the strategy of the bank. We are, themfexamining — together with SoFFin — various gubsi
ties including the transfer slib-performing loans, or loans not eligible for cogred bond refinancing
to a new public law institution having partial Iégapacity under the Financial Market Stabilisatfon
gency (defined as a workout institution — Abwicldsanstalt — by the Act). This could relieve thatstr
gic core bank, since it would no longer have tdktmech assets with regulatory capital — which walid
so accelerate the bank's ability to be reprivatized

The Group also holdson-strategic portfolioswith a nominal value of approximately 210 billiguro.
These portfolios predominantly consist of assetgapeng to highly-rated public or public sectotated
debtors; we call the assets collectively, the “egbortfolio”. These assets are, however, burdege b
high level of hidden encumbrances due to the pliagdow market valuations. Only a small portion of
the assets in these portfolios have an elevatkafidefault, for which impairment losses were athe
recognised in past quarters. Value portfolio assetgprimarily held by the DEPFA BANK plc sub-
group. The value portfolio should and must be redunver time, depending on market developments, in
such a way that it retains its value and impactgtisas possible on the market while optimisfngding
costs. To this end, we have created dedicated tedtims the scope of a fundamental reorganizatibn o
the Treasury/ Public Finance, and Risk departmdiiss, we have concentrated the necessary expertise
to achieve our goal.

We are also examining the option of transferringspaf the value portfolio to the workout institoni de-
scribed earlier, with a view to optimising the ¢apsupport from SoFFin. The plan is for HRE Group
staff to continue managing these portfolios.

We expect that reducing the balance sheet in thimer will also meet with the approval of the EU
authorities that review our business model asgfdtie state aid proceedings. Discussions betwesen t
Federal State and the EU are ongoing.

Changes to structures, processes, and systems

HRE's crisis has demonstrated the need to fundathergshape not just the business model, buttakso
structures, processes, and systems within the Gtagking back, you will see that we have made ic®s
rable progress in these areas in recent months.tNawwe have defined the required measures, weeare
dy for implementation. The measures we launchee biready significantly boosted HRE's vigor, ant wi
massively increase its vigor once fully implementeliase permit me now to address the main paoisg
of which | also addressed at the Extraordinary Gerideeting.

We have started to establi§houp-wide processes for risk and liquidity managerant — in this
respect, there was a backlog. The credit procesewamined, and new principles were developed.

As part of the realignment, we aesizing HRE in line with the new business modelThis has resulted
in a — regrettably inevitable — need for significheadcount reduction and for the closure of nuoem-
ternational but also German offices.

o HRE in the meantime has come to an agreement withiayee representative bodies for a social
plan and reconciliations of interest, as requireddnnection with the headcount reduction. The
reconciliations of interest for the year 2009 wageeed in June 2009 by the subsidiary banks and
the relevant works councils for Germany. The rdgdirtalised social plans cover the entire pe-
riod of the headcount reduction until 2013. We hageeed to reduce staff levels across the
Group by approximately 300 employees compared teelder 2008, one third of which, as an-
nounced, are located in Germany.
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o Fifteen Group locations have so far been closed aaother seven will follow in the second half
of 2009. HRE will close a total of 26 Group officgsimarily outside of Germany, and it will
thereby also centralise relationship managemenmnie Mications will remain: Dublin, Eschborn,
Luxembourg, London, Munich, New York, Paris, Romé dokyo. In addition, offices will be
consolidated in those locations where several mglare occupied. This will improve coopera-
tion amongst employees and further reduce ourlmsst. We are currently consolidating our of-
fices in Munich, Dublin, Madrid and Paris, wherdais process was already completed in New
York in the second quarter. Negotiations for threnieation of leases, or for sub-leases of premi-
ses in these locations have commenced.

Munich employees will soon all move to the sigrafitly less expensive office premises in
Unterschleissheim. We will move into the new pragsisver this weekend and next two week-
ends. In addition to the cost reduction, we wiliiage another material goal, the Munich team
will work in one location.

» Profitablesubsidiaries which were, however, no longer a part of our fatcore business, such as Colli-
neo, the asset manager for structured productsghendS broker-dealer DEPFA First Albany Securities
have been disposed ofVe have reduced the total number of HRE Holdisglssidiaries and participa-
tions by ten. A further reduction by 15 participats is planned for the immediate future, for exanipl
way of merger or liquidation.

* We have also redefined theanagement and organisational structureand reorganized the manage-
ment team that reports to the Management Board.

* We are also investing in the Group’s future. Fat fhurpose, we are implementing a completely 1T
infrastructure , which will lay the groundwork for mapping our n@nocesses — consistently and highly
efficiently — on an integrated platform that idiime with current market requirements.

This is the basis upon which we selectively origgdanew business during the first half of the ypamari-
ly with existing clients. This was the case fortbstrategic lines of business, with approximatehjltion
Euro for Real Estate Finance and 0.2 billion EamoHublic Finance. When assessing the level of mesi
ness originated, you will need to consider thataherall real estate market has collapsed by ashras&0
per cent, and also that we are beginning to buildsales force in Public Finance. We have line@d gpries
of new transactions. We are now, and will remattiva market participants.

Ladies and Gentlemen,

Please permit me now to summarise my comments:

With the strategic realignment Deutsche Pfandbaieh as apecialty bank for real estate and public
finance, has clear strategic prospecihe Supervisory Board, my fellow members of thenlslgement

Board and | are firmly convinced of this fact. Ti@wly created Deutsche Pfandbriefbank will be distadd
as the strategic core bank.
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* Notwithstanding the fact that the full consolidatiand realignment of the Group will take some more
years, we have alreadhitiated the necessary stepwithin a very short period of time. The results§ao
achieved encourage us to consistently pursue ¢ips gtitiated, in a sustainable manner.

» This, however, does not alter our continued neetidoidity support in the foreseeable future. Even if
the funding conditions for the Group gradually ratto normal in the future, the Management Boamdl an
the Supervisory Board expect that it will take gal/gears before the liquidity support can be metdr

» Important steps have been taken to strengthendhpital base particularly the capital increase of 2
June. Nevertheless, HRE will continue to rely ompeehensive capital support in view of the expected
further strain on the results. Precise and firgtieshents in respect of the amount of the requiapdta
support can not yet be given, since the final arhofithe required recapitalisation depends on alyarm
of external factors.

Last, but not least, please allow me to expresgratitude to the departing members of the Supervisty
Board. Today is the scheduled date of the new electid@upervisory Board members, and it is proposed
that the size of the board shall be reduced fromeatitwelve to six members. The current membetbh®f
Supervisory Board — Dr Michael Endres, Bernd Knoh|d&iegmar Mosdorf, Hans-Jérg Vetter, Dr Bernhard
Walter and Manfred Zal? do not stand for re-electidgo in the name of my fellow Management Board
members and all members of the HRE staff, | woillel io extend our sincere thanks for the good and
trustful cooperation. | also thank you, on belohlthe Management Board, for making yourselves|albs

to HRE during the crisis that threatened the Groagistence.

*k%

This brings me to the conclusion of my comments.h&\ee, together, achieved two objectives: the lstabi
tion of the HRE Group and the realignment towargsamising new direction. Continuing this path to
achieve a sustainable stabilization and leadin@thmapany into a sustainable future is our goalfanet
most responsibility. Thank you very much for yotteation.



