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Dear Shareholders,
Ladies and Gentlemen,

| would like to welcome you, on behalf of the Maragent Board of HRE Holding, to this Extraordinargrs
eral Meeting, and to thank you for turning outirels strength. | would also like to introduce youMpAlex-
ander von Uslar-Gleichen, who was appointed tdMeragement Board at the beginning of this montlouas
new Chief Financial Officer.

Over the past months we have devoted all our erterggrds dealing with the manifold and varied chradles
of our appointment. What we needed to focus ohebtitset was to immediately stabilise the Comadiey
its very existence had been threatened by a cvi@siow focus our attention upon implementing thiecept
of a fundamental strategic refocusing that is desigio restore the Company's competitiveness doimgard.
Despite the good progress we have made over thetaghs, we are all fully aware that it will tageveral
years and continued State support to concludetthiegic refocusing process, and to see its figioef

This is already the third General Meeting withipeiod of just a few months. This increased fregyds a
visible sign of the extraordinary challenges HRE heaen facing over the last twelve months.

As with the first Extraordinary General Meetinggarly June, today's agenda comprises one singhe 8eF-
Fin, the German Financial Markets Stabilisationdrtivat holds a 90 per cent stake in our Compars/shb-
mitted a demand to the HRE Management Board reiqge$tat the General Meeting of HRE pass a resmiuti
providing for the transfer of shares held by mityoshareholders. | will focus on this issue in detamy
speech.

At this point, | would like to stress that we anécourse, aware of the fact that many amongstwauid prefer
to remain shareholders. This is evident not leatité numerous counter-proposals submitted afieiGaneral
Meeting was convened. Some shareholders haveatjsested that in the event of a subsequent re-
privatisation, SoFFin should once again grant theshareholding in the Company. | will also disdiés in
more detail later.

Ladies and Gentlemen,

After the stake held by the German Financial Mazl&gbilisation Fund in our Company's issued sbtapdal
reached the level of 90 per cent, SoFFin submétddmand to the HRE Management Board requestinghéa
General Meeting of HRE pass a resolution providorghe transfer of shares held by HRE’'s minortpre-
holders to SoFFin, against payment of an apprapsettlement payment, pursuant to sections 323egef
the German Stock Corporation Act in conjunctiontvgéection 12 (4) of the German Act on the Accelenat
and Simplification of the Acquisition of Sharesand Risk Positions of Enterprises in the Finans&dtor by
the Financial Market Stabilisation Fund ("Accel@atAct”). SoFFin specified its demand for trangier21
August, demanding that an Extraordinary Generaltvgée convened for this purpose.
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In our decision regarding a resolution to be pregdas the General Meeting, the Management Boardtend
Supervisory Board had to focus on hbest to secure the Company's sustainable continuedistence and
future competitiveness Against this background, three key aspects netxlbd considered:

« Given HRE's current situation, is a squeeze-oumiabrity shareholders in the Company's best inter-
ests?

* Is the settlement payment determined by the mairestolder appropriate?

« Have the formal requirements been met for a Gemdealting resolution on a squeeze-out of minority
shareholders to be passed?

Justification of the squeeze-out of minority shareblders in the best interest of the Company

As a basis for assessing the first issue, | walkdtb reiterate thaecessity of continued liquidity support,
and the urgency of additional capital support

* For almost exactly one year now, the Group has bagn able to avoid insolvency thankdigoidity
support provided by a consortium of the financial sectod ®eutsche Bundesbank, and by SoFFin.
Following another repayment of approximately EUR fillion to the financial consortium in the third
quarter of 2009, in line with contractual agreeraetite overall liquidity facility totalled aroundJR
98 billion as at 30 September, of which approxityaJR 78 billion was drawn on that date. It should
be noted that the drawdown at the end of the tjuiatter was influenced by a non-recurring effeat th
increased utilisation of the facility by more tHaWR 2 billion for a short period of time. The curte
drawdown amounts to around EUR 76 billion, compaecegiround EUR 80 billion at the end of June
and around EUR 83 billion at the end of March. lLdfity requirements have slightly decreased re-
cently, due to market effects such as fluctuatmiriaterest and exchange rates, and also redueelt cr
exposure due to the fact that repayments exceesledemding and drawings under existing facilities.

The Group’s existence as a going concern in trest®able future will remain contingent upon the
continued availability of external liquidity suppoBoFFin will determine the required aggregate li-
quidity facility in its own discretion, upon the @pany's application. In this context, we are atso i
discussions with the financial consortium and tleersan Federal Government regarding the con-
tinuation or restructuring of the original EUR Sillibn liquidity support facility.

The actuafuture liquidity requirements will continue to depend significantly upon markietel-
opments, particularly regarding interest ratesifpr exchange rates, and risk premiums. Even in the
event that funding conditions for the Group gratjuadturn to normal in future, the Management
Board currently expects that the Group will noirba position to repay the liquidity support faisili

in full before the year 2015. The exact timing ebayment will essentially depend upon the oppor-
tunities of selling assets in a largely value-préisg manner — that is, at their book value or nuathi
value — as well as on HRE's access to refinancegyets.
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« Aside from liquidity support, &urther recapitalisation is still a mandatory prerequisite for the con-
tinuation of the Group as a going concern. Theregxaenount of the required capital inflow depends
on a number of external factors. The most impornaes are:

o firstly, factors having an adverse effect on our results

o and secondly the agreement required with SoFFiardagg thetarget equity ratio. When
determining this target equity ratio, one needsdar in mind that the level of aggregate
risk-weighted assets is subject to fluctuations, #wat regulators will tend to demand that
banks increase their equity capital base. Timirjggsas important: the capital injection
should be made in a manner that allows the Compmahgnefit on a longer-term horizon.

0 The third factor refers to potentianditions that might be imposed within the frame-
work of EU state aid control proceedingsand finally,

o0 the time and conditions at which we will be ablaigpose of non-strategportfolios, in a
value-preserving manner

We have always emphasised that we are reckonitgsigihificant burdens on resultsover the
next years, and hence, continuing losses. At ptesendo not envisage a return to profitability be-
fore 2012. There are, predominantly, three fadtwms will continue to depress results:

o Firstly, impairments on receivables and securitiegarticularly with regard to real estate
finance, as a result of the financial crisis arelebonomic slowdown. In this regard, our
planning for the years 2009 to 2011 projects aggeegnpairment charges on receivables of
approx. EUR 4.9 billion, of which over 80 per cenattributable to Real Estate Finance, and
the remainder to Infrastructure Finance and Puliance. The figures quoted for the pe-
riod up until the end of 2011 include the EUR lillidm in additional provisions for losses
on loans and advances in the real estate finant®lmrecognised during the first half of
2009. In addition, we envisage impairments of adbbE/R 0.9 billion to burden the net re-
sult from financial investments during the sameqakr

0 The second factor relates to ttests of liquidity support received we have budgeted total
expenses of EUR 1.5 billion up until the end of 2@dr this item. Net commission income
was burdened by as much as EUR 257 million in queeafees during the first six months
of this year.

0 The third factor igosts incurred in connection with the strategic relignment and re-
structuring . We have budgeted approximately EUR 200 milliantfds purpose up until
the end of 2011, having already recognised EURrR2#®Hn in provisions in 2008.

Taking into account the losses realised so fas thla expected losses for the remainder of this yea
and the following years, in our planning we havddeied an aggregate additional capital require-
ment of approximately EUR 10 billion. This includég two capital increases executed during the
current year, in an aggregate amount of approxis&ieR 3 billion.

Following these two capital increases, at presdRiEtds a group is once again in compliance with
minimum regulatory ratios. The Group's tier 1 ratio was 6.9 per cent atuB@ 2009, and the total
capital ratio 9.5 per cent.
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Assuming that EUR 7 billion in additional capitalpgport was provided on a short-term basis, the
Group wouldinitially show a higher tier 1 ratio compared to a support that would only compensate
for losses sustained or expected in the years 2002009. However, this increased tier 1 ratio
would decline over time as expected risks mategdl the Group's results; according to our plan,
this would occur between now and the end of 2011.

Against this background, we consider the additi@aglital requirement of € 7 billion, as mentioned
already — over and above the capital support ajrpaavided — to be not only appropriate, but nec-
essary. With this recapitalisation, we would gelemchieve aminimum tier 1 ratio of 10%, both

at the Group level and at Deutsche Pfandbriefba@kthe Group's strategic entity. Besides compli-
ance with minimum regulatory requirements, the mimin target of 10% is derived from the neces-
sity to also comply with the capitalisation startttarequired by rating agencies and the market — for
instance, to be able to gain access to unsecunelihfyl In our view, this is essential for those @Gro
entities active on the market. Several other mstihs where the State also holds a significakesta
currently have total capital ratios in excess ¢%10

In this contexemerging regulatory capitalisation requirementsshould be considered. Capitalisa-
tion will go uu and Issued share capital will beeoimcreasingly important in the future.

The necessity of an additional capital injectiore@fR 7 billion is also justified by considering the
Company'sconomic risk-bearing capacity the regulatory concept of ICAAP (short for "Imet
Capital Adequacy Assessment Process"), which id tesdetermine the Company's economic risk-
bearing capacity, indicates a gap in the Compaggaomic capital of € 4.2 billion for a one-year
assessment period. An additional risk cushion ¢esgary — and in line with established market
practice — to support future growth, which is nseeg for the Company's long-term development, to
ascertain sufficient capital for stress test sdesaand to provide for types of risk that cannet b
guantified. In accordance with our established giun@ on this issue, we apply a risk cushion of at
least 20% of risk capital. At present, this anaysfieconomic risk-bearing capacity indicates a mi-
nimum recapitalisation requirement of EUR 6-7 biilibefore potential future losses.

In summary, the continued existence of the Groupitentities as a going concern crucially deperms the
continued availability of liquidity support, and additional capital support by SoFFin. As you kn®eFFin
has made thprovision of future support for HRE conditional uporgaining full control of the Company. As
| explained in detail in my speeches at the last&eneral Meetings, there was and is no realiigcrative to
the Federal Government's investment. The absenaeyofther sources of funding that could repladé bwe
urgently-needed liquidity support and the capitgdport provided by SoFFin is sufficient on its oterjustify
the assessment that the squeeze-out of minoritglsblalers, is in the Company's best interests.

Furthermore, theeasons for the squeeze-out of minority shareholdsras outlined by SoFFin in its report,
areplausible and transparent this has been ascertained in detailed discussigthsour legal advisors. This
applies in particular to the aspects of legal @etyeand flexibility regarding the future restrudig of HRE —
issues which carry a lot of weight, consideringdlgraordinary scope of financial support provitgdSoFFin.
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Appropriateness of settlement payment

Furthermore, the Management Board and the Supeyvmard were obliged to examine thgpropriateness
of thesettlement paymentof EUR 1.30, as determined by SoFFin.

The first basis of this examination was thgpert opinion by auditors PricewaterhouseCoopers

(PwC) dated 18 August 2009, commissioned by Sofe-prepare its report to minority shareholders.
Acting in the capacity of a neutral expert in aclzorce with the Principles for Performing Company
Valuations as set out in the corresponding Stanpliamshulgated by the Institute of Public Auditors in
Germany (IDW), PwC determined an objective valuatbthe Company in accordance with this Stan-
dard. As you can see from PwC's published expe@niap thenotional company valueof HRE as at

the relevant valuation date of 5 October 2009 mexgative

0 PwC used a forecast-based profit valuation metogutépare its company valuation. Their cal-
culations were based on the Company's planninthéfinancial years 2009 through 2019,
which PwC qualified as ambitious but not implalesifi he forecast data was used to derive
net distributions expected after the valuation date

o0 Net distributions were discounted using a discoatd, to reflect the situation as at the valua-
tion date. The discount rate was determined usimasa interest rate of 4.5%, a market risk
premium of 4.5% (after tax), and a beta factor.6ffdr the planning period until 2014 and of
1.0 for the years 2015 through 2019. PwC usedtaisable beta factor of 1.0 for the perpetual
annuity period starting with the 2020 financial yea

0 Based on these premises, the discount rates wemerdieed at 10.1% for the planning years
2009 to 2014, and 7.8% for the planning years 202919. The Company's expected net dis-
tributions for the period after the explicit plangiphase — i.e. from the 2020 financial year
onwards — were discounted using a discount rae88. PwC assumed a sustainable annual
growth rate of 1% for net distributions during tipatiod.

Since PwC's valuation indicated a negative compahye for HRE, the auditors based the determina-
tion of the appropriate settlement payment orstiege price In accordance with supreme court
judgements, the share price generally represeatewer threshold for the appropriate settlement
payment. The relevant three-month average pri¢¢RE Holding shares prior to publication of the in-
tention to effect a squeeze-out on 8 June 200%EES 1.30. PwC therefore believe a settlement pay-
ment of EUR 1.30 per HRE Holding share to be apaitg

Considering the clearly negative company valuatibHRE (incorporating HRE's validated planning
data), together with the fact that HRE could notttwe to exist as a going concern without cajpital
jections and liquidity support provided by SoFFiddhe Federal Republic of Germany, PwC does not
currently envisagany scenario that would indicate a positive valueqry share let alone a settlement
payment above the weighted three-month average shiae.

SoFFin has fully adoptedthe contents of thealuation opinion, and thus determined an amount of
EUR 1.30 per share as settlement payment pursaiaettions 327a et seq of the German Stock Corpo-
ration Act.
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» Likewise, Warth & Klein, the auditors selected ampointed by the District Court of Munich on 8 Ju-
ne 2009 texamine the appropriatenes®f the settlement payment submitted their Repothe Au-
dit of the Appropriateness of the Settlement Paytroar25 August 2009, in which thegnfirmed,
without reservation, that the settlement payment determined by SoisRppropriate. Warth &
Klein's audit report was available to the ManagenB@ard and the Supervisory Board within the sco-
pe of their own examination of appropriatenessefdettlement payment offered by SoFFin.

« In addition to the valuation opinion prepared by@and the audit report prepared by Warth & Klein,
the auditors appointed by the District Court of Nty the Management Board commissioned invest-
ment bankerfRothschild to prepare a statement on the financial apprapréss of the settlement
payment, in order to provide the Management Boatd &n independent valuation basis. In tliair-
ness opinion Rothschild have concluded that the settlementneay offered by SoFFin is financially
appropriate.

« Intheirrecord date declarationdated today, which is based on a detailed audhieompany's in-
terim development until today, auditors PwC hawveficmed the objective company value of Hypo
Real Estate to be EUR nil, hence confirming thatdéttlement payment determined by SoFFin to re-
main appropriate. Moreover, Warth & Klein, the dard appointed to examine the appropriateness of
the settlement payment, and Rothschild, the investrbank retained by the Management Board, af-
firmed in their respective record date declaratiommted today — that the amount determined at EUR
1.30 per no-par value share remains appropriageMdnagement Board has provided PwC, Warth &
Klein and Rothschild with all relevant current inftation and documents regarding HRE for the prepa-
ration of their respective record date declarations

* Within the scope of their own examination, tManagement Board and the Supervisory Boardhave
verified theplausibility of the procedures and audit results We are not aware of any other facts hav-
ing occurred until the present day that would pilevior a different assessment.

Ladies and Gentlemen, please allow me to refavéarisconceptionswhich are reflected in some of the
counter-proposalssubmitted:

* Some shareholders have complained that SoFFindhawk applied EUR 1.39, the level of the cash
payment offer within the scope of the takeoverrdfated 17 April 2009, as the lower threshold fer d
termining the settlement payment. As much as werstand your view, it is not confirmed by estab-
lished legal practice.

* The amount SoFFin had to pay as the statutory noimimwithin the framework of the capital increases
in March and June 2009 — EUR 3.00 per share s@siaklevant for determining the settlement pay-
ment.

Both prices are referred to ‘@sevious acquisition prices'that have no relevance for determining the settle-
ment payment for a squeeze-out of minority shadrsl In accordance with applicable company lagvstile
basis for determining the appropriate settlemegir@ant is the objective company value at the tineeGleneral
Meeting passes the relevant resolution, with thegfimonth average share price as a lower threshold.
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Formal requirements for a General Meeting resolutio

The third aspect examined by the Management Baaidree Supervisory Board was whetherftbrenal re-
quirements for a General Meeting to pass a resolution orugeze-out of minority shareholders have been
met.

« SoFFin haslemanded the squeeze-out of minority shareholderbaving held theequired stake in
HRE's capital of 90 per cent, as evidenced by a respective isiesucustody account statement.

« SoFFin also submittedraport which outlines the requirements for the trans#gplaining and sub-
stantiating the appropriateness of the settlemayingnt. The report of the court-appointed expert
auditors was also submitted. These reports comjtlylegal requirements regarding their scope and
content.

Finally, we commissioned a detailed examinatiothefairness of the squeeze-out of minority shareholders
from a constitutional perspective this examination was carried out by Professocliioa Wieland, one of the
leading German experts on constitutional law. Bdnalysis, which also considered all related relegal
publications, Professor Wieland clearly and unambigly determined that there are no constitutiobgc-
tions.

Taking all these aspects into consideration, thedgament Board and the Supervisory Board thergiare
pose tgpass the resolution on the transfer, as announcednd in line with the information provided in the
invitation to today's General Meeting.

At this point, as indicated earlier, | would like ¢ome back to the requests made by some shareholie
would like to regain their position as shareholdsi®uld HRE be re-privatised again in the futuve.fully
understand your request. The Management Board doioke this issue at a very early stage — in faetdis-
cussed this before DSW, a German investor proteetssociation, voiced their corresponding demaioav-H
ever, the Management Board of HRE Holding has nibaaity for taking a decision on this issue. Thmea
applies to the authority of the General MeetingviHg discussed the issue with our legal advisotsragth, we
believe that the DSW proposal is not feasible. Thizecause German company law does not provideatsie
for such a resolution. In contrast, the only wagscertain a participation of shareholders in @y r
privatisation is through a declaration in which BoFundertakes a corresponding obligation. Theegfioo
vote on the proposal submitted by DSW is possibtedgay's General Meeting. However, | am certaai th
SoFFin will decide on this issue in due coursey imanner that is fair to shareholders.
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Ladies and Gentlemen,
I would like to make some concluding comments.

« The Management Board and the Supervisory Boardarédent that the HRE Group and Deutsche
Pfandbriefbank have a clear strategic perspecteiet will take a period of several years before w
will be in a position to repay the liquidity suppprovided. Also, from today's perspective we must
assume that the Company will not be able to fidlyay the capital provided — and to be provided —
by SoFFin; some of that capital will probably bstlas a result of covering the Company's losses.
Against this background, it is vital to bear in ohithat the support provided to HRE wagscueby
the German Federal Government for a system-reldoamk. Therefore, it is hardly possible to apply
the standards that you would normally apply to lanary investment.

* The restructuring of the Group will depend on a hanofexternal factors

o Firstly, we need to consider market developmenksghiivwill have a significant impact on
the value of our credit portfolio in particular,tkat the same time on the intended portfolio
reduction.

o0 In addition, the type and scope — the ‘whether"laod’ — of the workout institution cur-
rently being discussed for the spin-off of soméhef Group's portfolios will play a major
role: the larger the volume of assets we wouldtbe & transfer, the stronger the relief for
the new core bank, and for DEPFA BANK pilc.

o Finally, the results of the EU state aid contraqaedings will have a key impact: at present,
we cannot exclude that the scope of conditions lwhiay be imposed will exceed the meas-
ures we have planned within the framework of re$irogi the Group.

The Management Board will, within the bounds obitssibilities, do its utmost to make the re-
structuring a success.

* The developments surrounding HRE have highlighttedhiecessity to creagetoolbox for handling
banks of systemic relevance in crisis, both at a tianal and international level. Now is the right

time to define such a toolbox for the future: thisuld enhance clarity for all those concerned as to
what measures can be taken, and under which comsliti

*kkkk

Ladies and Gentlemen, this concludes my commehenkyou very much for your interest and attention.



