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Hypo Real Estate Group decides upon strategic regihment and restructuring
» Sustainably aligning the business model to changedarket
conditions
» Group to reposition itself as a specialist for RedEstate Finance
and Public Sector Finance, in Germany and Europeuihded
through Pfandbrief issuance
* Reducing the Group's cost base, streamlining its stcture
* Q4 results expected to be burdened further
Munich, 20 December 2008- The Management Board and Supervisory
Board of Hypo Real Estate Group have decided upestrategic
realignment and restructuring of the Group. The gamy will adapt its
business model to the profound changes in theatapérkets environment,
and to the growing challenges in the real estasinless. This restructuring
is also a prerequisite for the support measuresdyr provided by the
Federal Republic of Germany, and for further supfmwbe extended by the
German Financial Markets Stabilisation Fund (So};Rimich is required

for the company's continued existence.

The objective of the strategic realignment is fwosgtion Hypo Real Estate
Group as a leading specialist for real estate amtiggsector finance in
Germany and Europe, with a funding strategy focuseBfandbrief
issuance. The structural cost base will be redused the balance sheet
structure and risk profile enhanced. The Groupptarfurther simplify its
corporate structure. The corresponding measuréb&implemented over

the next three years.

Discussions with SoFFin regarding extensive suppedsures are

continuing.
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CEO Dr Axel Wieandt explained "With the decisions taken today, the
Group has taken necessary steps paving the waig f@turn as an active
market participant in the medium term. Given thandes to the capital
market environment — as a consequence of the fislamerkets crisis — and
the real estate downturn, there is no alternatitbe extensive planned
adjustments to the business model. The focus isarodiscipline in
managing the balance sheet, as well as costs sig] and on consistently

implementing the restructuring measures."

Business activities to be concentrated

In the Commercial Real Estate Finance businesseeiytine Group will be
positioned as a business partner to real estagstions in Germany, key
European markets, and the US. New business is¢giment will be
generated from the Group's offices in Munich, Lamddew York, and
Paris.

In the Public Sector Finance business, the Grollghemceforth concentrate
on the selective origination of primary businesgimope eligible for
inclusion as cover assets for Pfandbriefe, and amaging the existing
portfolio. The segment's office locations will bentralised to reflect this

adjusted focus.

No new business is planned in infrastructure fiea@apital markets and
trading activities that are no longer in line wilte business model will be
discontinued. A sale of non-strategic activitiebééng considered. The

Group will continue its client-related derivatiiessiness.



Reducing the Group's cost base, streamlining its gicture

The changes to the business model will be accoragdy reductions in
annual costs of approx. EUR 200 million by 2011 approx. EUR 250
million by 2013.

The number of employees will be reduced over th tineee years, from its
current level of close to 1,800 to around 1,0000hirds of affected
positions are located outside Germany. An additidf@ redundancies will
occur until 2013, once the planned IT investmengpmme has been
completed. The objective of this programme is torftmise and standardise

Hypo Real Estate Group's IT environment.

A part of the reduction in staffing levels will behieved through
outsourcing and divestitures. Hypo Real Estate @isstriving to reach
agreeable and socially responsible solutions vifdcted employees, and
will make every effort to avoid terminations foreyptive reasons whenever

possible.

Following the merger of Hypo Real Estate Bank In&tional AG into Hypo
Real Estate Bank AG, it is intended to merge DERAtsche
Pfandbriefbank AG into Hypo Real Estate Bank AG axt step. The

Group’s infrastructure functions will be integratedh large extent.

Additional burdens on Q4 results

The realignment and restructuring of Hypo Real teszroup will involve
total non-recurring expenditure of approx. EUR #@idion, including
approx. EUR 160 million attributable to IT investme



Around two-thirds of the aggregate EUR 400 milli@m-recurring
expenditure is expected to be recognised in th@@4& financial
statements. Business conditions on the interndtoyedit and real estate
markets have deteriorated further in the courgbeturrent quarter.
Accordingly, Hypo Real Estate Group expects sigaiit additional burdens
to Q4 results, from net trading income and alloveafae credit losses related
to real estate finance and structured credit exgssiét least for the Group

and Hypo Real Estate Bank AG a negative annualtrissexpected.
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