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Press release

HRE publishes interim report as of 30 June 2009
» Pre-tax loss in the first half of 2009: € -1.07 Hibn
e Netloss: € -1.13 billion

Munich, 7 August 2009- Also in the second quarter of the year and tbus
the entire first half of 2009, the results of HREissiness were very much
affected by the crisis on the international capfiahnce and real estate
markets as well as the extremely difficult situataf the institution: Overall,
pre-tax loss in the first half of 2009 was very aige, namely € -1.07 billion;
net loss amounted to around € -1.13 billion. Sigaift impairments
recognised primarily in relation to real estateafining and to some extent also
for other receivables and securities have had ativegmpact. Operating
results were also considerably depressed by the obthe liquidity support
provided to HRE by a financial syndicate and thESp.

Notwithstanding the above, HRE made major prognétisregard to
restructuring the Group. HRE has made a signifistey in the direction of
recapitalisation by way of a capital increase @%b billion. In addition, the
future strategic core bank of the group is beirigh#shed in the form of
Deutsche Pfandbriefbank AG.At the same time, HRE is adapting the size of
the bank to the new business model and has nowcaIts out of a total of 26
Group locations which were due to be closed, amdesba reduction of
employees by approx. 300 compared with Novembe8200

The CEO of Hypo Real Estate Holding AG, Axel Wieandt“The first half
year was characterized by considerable impairnrectgynised in relation to
our real estate credit portfolio. We continue ttd@pate significant charges
on results which will lead to a continuing lossiation. From today’s
perspective, we do not envisage a return to piufitya before 2012.”
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Group development

Pre-tax loss in thérst half of 2009 amounted to € -1.07 billion, compared
with pre-tax profit of € 207 million in the firstaff of 2008. The international
accounting standards define the first half of 2888he comparison period;
however, the effect of the deterioration of thd estate markets was, at that
time, not evident to such an extent. Compared thi#hnegative pre-tax loss of
around € -5.58 billion in the second half of 2008wWhich around € -2.48
billion was attributable to the impairments on gadbland intangible assets of
DEPFA BANK plc.), the first half of 2009 was lessgative.

For thesecond quarter of 2009HRE has reported a consolidated pre-tax loss
of € -664 million (Q2/2008: € 17 million). The ness amounted to € -750
million (Q2/2008: € 12 million). Operating revenuesalled € 348 million,
compared with € 236 million in the same previouaryguarter.

Theincome statement in the first half of 2009s detailed in the following:

* Theoperating revenuesof € 268 million were lower than the
corresponding figure for the previous year peri@dZ0 million). They
were mainly affected by costs of liquidity suppantluding the guarantee
payments, which are reflected in net commissioonme.

0 Netinterest incomécreased to € 716 million compared with
€ 603 million in the first six months of 2008: Tinerease is
mainly attributable to strong income in money maddivities:
The cuts in interest rates at the beginning of 28@bled HRE to
take advantage of lower refinancing costs in coctjon with
constant revenues on the assets side of its bastwees.

0 Net commission incomamounted to € -207 million compared
with € 69 million in the corresponding previous ypariod. The
decline is primarily attributable to costs of € #2%illion for the
guarantees in connection with the liquidity supgadvided by the
SoFFin and the German Federal Government. The tower
level of new business compared with the previoas gad lower
income from Capital Markets & Asset Management aiso an
impact in this respect.
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0 As was the case in the previous year, net tragiogmewas
affected by the difficult situation on the finaramarkets. Net
interest income increased to € -27 million compavéd € -86
million in the first half of 2008. This reflectetie valuation result
recognized in relation to synthetic Collaterali§bt Obligations
(CDOs), which amounted to € -25 million in the fimalf of 2009
after having been reported as € -106 million indberesponding
previous year period.

0 The_net income from financial investmemias negative at € -44
million as a result of impairments recognised iiatien to
securities; however, this figure is considerablyhler than the
negative net income from financial investmentstfar first half of
2008 (H1/2008: € -164 million). Of the figure reciged for the
impairments, € -13 million was attributable to c&bOs
(H1/2008: € -214 million) and € -22 million wasréittable to
mortgage-backed securities (H1/2008: € -3 million).

0 The_net income from hedge relationshpsounted to € -107
million, and was thus lower than the correspondireyious year
figure of € -4 million. Two factors are reflectadthe net income
from hedge relationships. Firstly, hedge inefficies resulted in
expenses of € -84 million (H1/2008: € 8 millio)etexpense is
primarily an opposite effect resulting from theresponding
revenues in the fourth quarter of 2008. Secondhjgher negative
valuation result of € -23 million (H1/2008: € -12llion) resulted
from “designated at Fair Value through Profit oskd(dFVTPL)
assets and related derivatives. The fair valuélsesfe positions
hedged against interest rate risks have detertbest@ result of
credit spread changes.

0 The balance of other operating income/expeasasunted to € -63
million (H1/2008: € 2 million), and resulted prinigrfrom
currency translation effects (in particular: US$£667 million
(H1/2008: € 0 million).

« Additions to provisions for losses on loans and adwcesincreased to
approximately € 1.08 billion (H1/2008: € 70 millijpas a result of the
considerable deterioration of the global econony/the deterioration in
the situation on the commercial real estate marlétsse impairments
were recognised mainly in relation to real estagm$ (around € -1.05
billion) and, to a lesser extent, infrastructurd anblic sector financings
(€ -29 million). The significant increase in praviss for losses on loans
and advances for real estate financing was dueetfutther deterioration
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in regional economic conditions, particularly iretimarkets of North
America, Southern Europe and Great Britain, whiahehbeen identified as
critical for quite some time, as well as in somgnsents in Germany.
Provisions for losses on loans and advances isigavparticular effect at
Deutsche Pfandbriefbank. Accordingly, an impairnafraround € 0.5
billion was recognised to reduce the value of thvestment down to the
HGB carrying amount as of 30 June 2009. This inmpent has only had
an impact on the HGB individual financial statenseot HRE Holding.

« On the other handieneral administrative expensebave declined to
€ 251 million, compared with € 305 million in thiest half of 2008. This
reflects a lower workforce resulting from the presef capacity
adjustment in the group, which is resulting in lowersonnel expenses.
Overall, the group employed 1,582 persons as dud@ 2009, compared
with 1,786 employees as of 31 December 2008. litiaddpersonnel
expenses for the first half of 2008 included acdsrfi@r variable
compensation which were released in the secondbhad08. Because the
proportionate decline in operating revenues wakdritghan the
corresponding decline in general administrativeegses, the cost-income
ratio (i.e. the ratio between general administexpenses and operating
revenues) declined to 93.7% (H1/2008: 72.6%).

« Thebalance of other income / expenses € -10 million (H1/2008: € 162
million) is attributable to the adjustment of tlestructuring provision to
reflect developments in the first half of 2009, fiestance because it was
possible for some locations to be closed sooner dhiginally planned.

» Pre-tax result was negative in the first half of 2009 (€ -1.0llidw;
H1/2008: € 207 million).

+ Netincomeamounted to around € -1.13 billion in the firslf twd 2009
(H1/2008: € 160 million).
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New business in the segments

In real estate financing, the difficult situatiohtibe Group has meant that new
business has been done by HRE only on a very seldisis and almost
exclusively with existing customers. Overall, newsimess amounted to € 1.0
billion (H1/2008: € 5.7 billion). New public sectbusiness amounted to € 0.2
billion, compared with € 26.4 billion in the corpesmding previous year period.
No further infrastructure financing business isgeiritten, as had previously
been announced, because it no longer fits in WwighGompany’s new business
model.

Asset and capital ratios as of 30 June 2009

e Total assetsf HRE declined by around 8% to € 386.4 billiorod80 June
2009 (31 December 2008: € 419.7 billion). The cdersible decline is
attributable to two factors.

o Firstly, portfolios were reduced because repaymexiseded new
business and the drawings of old commitments.

0 Secondly, on-balance-sheet holdings declined asudtrof
exchange rate factors and low market values oVdtves.

« The total volume of lendingvhich comprises loans and advances to
customers, loans and advances to other banks {exestments) as well as
contingent liabilities, declined to € 248.7 billias of 30 June 2009 from
€ 267.3 billion as of the end of 2008.

« Equity (excl. revaluation reservigcreased to € 5.5 billion as of 30 June
2009 compared with € 2.6 billion as of 31 Decen#t@8. Following the
recapitalisation of HRE by the SoFFin, the subsatibapital increased by
€ 3.02 billion in the first half of 2009. In additi, since the first quarter of
2009, certain hybrid issues of DEPFA Bank plc hiaze to be recognised
as equity instruments in accordance with 1AS 32Adordingly, it was
necessary for the carrying amount of these hylajital instruments
(approximately € 1.04 billion) to be reclassifieader equity (instead of
under subordinated liabilities).

Including the revaluation reserve, eguiyounted to € 2.3 billion as of 30
June 2009 (31 December 2008: € -1.5 billion).

The revaluation resenamounted to around € -3.3 billion as of 30 June
2009 (31 December 2008: € -4.1 billion).




Press release of 7 August 2009, page 6 of 9

0 The AfS reservehanged to € -2.6 billion as of 30 June 2009,
compared with € -3.1 billion as of 31 December 2008is
positive development is attributable to improversentcredit
spreads. In addition, the AfS reserve also inckasea result of
the impairments recognised in relation to secuwitied the
amortisation of the holdings which were reclasdifiethe course
of the fiscal year 2008 in accordance with the BSSamendment
“Reclassification of financial assets” which waspied by the
IASB in October 2008 and endorsed by the EU. HRiassified
available-for-sale assets with a carrying amour& 6.1 billion as
loans and receivables with retroactive effect ak adily 2008.
Without this reclassification, the AfS reserve aftexes in the first
half of 2009 would have been € 2.0 billion highacluding the
effects from the year 2008, the AfS reserve afires would have
been lower by a total of € -5.1 billion withoutshieclassification.

0 The_cash flow hedge reseramounted to € -0.7 billion, compared
with € -1.0 billion at the end of last year. Theange was mainly
attributable to the lower level of interest ratesghe first half of
2009.

Regulatory indicators

The regulatory capitaccording to the Germany Solvency Regulations
(SolvwV) amounted to approximately € 7.47 billioncds30 June 2009. Pro-
forma as per approved annual financial statemed@8 2nd after result
distribution 2008 own funds amounted to approximyafes.0 billion as of 31
December 2008. The capital ratios as of 30 Juné 26d 31 December 2008
are, accordingly, as follows:

e The_core capital rati@incl. risk-weighted credit risk positions as wa#i
the capital requirements for market risk positiand operational risks,
scaled with a factor of 12.5) amounted to 6.9%f&0aJune 2009. On a
pro-forma basis and as per approved annual finbsteieements 2008 and
after result distribution 2008, the core capitéioramounted to 3.4% on 31
December 2008.
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* The_own funds rati¢incl. risk-weighted credit risk positions as wadl the
capital requirements for market risk positions apdrational risks, scaled
with a factor of 12.5) amounted to 9.5% as of 3@J2009. On a pro-
forma basis and as per approved annual finanetdrsents 2008 and after
result distribution 2008, the comparable figure Wa&o on 31 December
2008.

Media contacts:

Walter Allwicher , +49 (0)89 203007 787, walter.allwicher@hypordalescom
Oliver Gruf3, +49 (0)89 203007 781, oliver.gruss@hyporealesiaie
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Income Statement

Group Q2 2008 H1 2008 FY 2008 Q2 2009 H1 2009

(in € million)

Operating revenues 236 420 -585 348 268
thereof: Net interest income and similar 304 603 1,633 345 716
income
thereof: Net commission income 34 69 32 -99 -207
thereof: Net trading income 12 -86 -1,009 135 -27
thereof: Net income from financial investments -135 -164 -1,409 -14 -44
thereof: Net income from hedge relationships 15 -4 86 3 -107
thereof: Balance of other operating 6 2 82 -22 -63
income/expenses

Provisions for losses on loans and advances -37 -70 -1,656 -881 -1,077

General administrative expenses -160 -305 -605 -121 -251

Impairments on goodwill and DEPFA’s intangible 0 0 -2,482 0 0

assets

Balance of other income/expenses -22 162 -47 -10 -10

Pre-tax profit 17 207 -5,375 -664 -1,070

Taxes on income -5 -47 -86 -86 -62

Net income/loss 12 160 -5,461 -750 -1,132

Key regulatory capital ratios

Key capital ratios

in % 30,6, 2000 31.12.20080
Corecapital matio? = 3.4

Equity capital ratio® 2.8 60

Cvwen funds ratio (overall indicator)? 9.5 57

B Pro forra as per approved annwel financ il staternents 2008 a2 nd after result

distribution 2008

A Including rick-weighted cred it risk positions as wellas thecapital req uire me nts for
rarket risk positiors and opemtional ris ks <o led with the factorlz s
A Including risk-weighted cred it risk positions as wellas thecapital req uire me nts for

oparmtional risks e led with the factor 12.5

Crwn fund s

in & million

Cote capital (Tierl)
Suppkementary capital (Tier 1)
Equity capital

Tier Il capital

Total

F0.5. 2002 Zidz.zo0a?
E,485 2928
1,588 2068
7,474 4,997
7,474 4,997

1 Consolidated pursmnt tosection 103 Gerrman Banking Aot (KW3S)
= Proforma as per approved annal financizl statements 2000 and after result

distribution 2008
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Balance sheet

Assets

in & rnillian

Cash reserve
Trading assets
loans and adwances toother banks
loans and advances tocustomers
Allowances for losses on loans and advances
Financial investiments
Property, plant and equipment
Intan gible assets
Ctherazsets
Inome tax asets

Current tax aszets

Defemed tax assets

Total assets

Equity and liabilities

in € million

Liabilties toother banks

Lizbilities to customers

Liahilities evidenced by certificates

Trading liahilities

Prawisions

Cther liabilities

Income tax liabilities
Currenttax liabilities
Defered tax liabilities

Subordinated capital

Liabilities

Equity attributable to equity holdars
Subscrited capital
Hybrid capital instruments
Additionzl paid-in capital
Retained earnings
Renvaluation reze e

AL Eserue

Cash flow hedge resere
Consolidated profitflozs 1.1 -31.1%.
Consolidated losz 1.1.—30.6 2009
Frofit carried forwaid fiom priar vear
Minarity interestin aquity

Equity

Total equity and liabilities

0.5, 2009

1,220
13,646
44,432

207,530
-3,300

101,061

24

43
16,626
4,548
117
4,772

386.371

30052009

150,374
12,726
170,426
13,851
337
28,877
3,594
174
3,820
3,418
384,104

2,267
3,653
1,04z
6,354

—4,373

—3,378

—-2,563
—715

-1,13z2

2,267

366,371

S1.12.2004

1713
17 267
43 408

122048
2,277

102740

22
40
17 396
5266
132
5,134

4153654

31.1z2.20048

146 378
15836
187 878
17 236
352
33,835
4163
161
4002
4784
421,162

-1508
LEE:
6,352
1085
— 4117
—3115
—100z
—C 461

—1,508

419 654

Change
in & rmillian

-483

- 3641
- 4877
- 14518
-1pz3
7670
-8

=570
-377

-15
—362

—33.183

Change
in € rmillion

3,456
—-3,210
— 37,552
—3,265
—-15

— 4958
— 16

13

-1g2

- 1,365
—37058

3775
3020

1043

-5,458
CEr)

287

5,461
-1,13z2

3,775

—33,263

Change
in ¥

—i8.8
-il.1
=101
—6.5
—44.9
-7.1
—15.0
75
-3.3
-F.1
-11.4
=71

Change
in %

2.4
—20.1
—13.9
—1a.1

—&4.3
—14.7
—4.1
8.1
—4.5
—28.5
—5.8

>100.0
> 1000
> 1000

<—100.0
0.4
17.7
286
100.0
<—100.0

>100.0

—78



