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Hypo Real Estate Group continues to be profitablen Q2
» Adjusted pre-tax profit up to € 40 million comparedwith Q1
» Core capital ratio has increased to 8.6%
» CDO effects of € 145 million recognised in results
» High-interest and high-margin new business in Pubdi Sector
Finance
» Positive pre-tax results at all operating businessegments
» Market conditions are still uncertain and difficult

Munich, 13 August 2008 -The Hypo Real Estate Group has again operated
profitably in the second quarter of 2008 despitiawourable market
conditions. Pre-tax profit, calculated without #féect of the Mandatory
Convertible Bond issued for financing the DEPFAustjion, has improved
to € 40 million (Q1: € 6 million). All operating siness segments —
Commercial Real Estate Financing, Public Sectonigaktructure Finance as
well as Capital Markets & Asset Management — haperted positive pre-
tax results. There has been a particularly posétaxelopment in net interest
income in Public Sector Finance. The core capéthbincreased to 8.6% as
of 30 June, compared with 8.3% at the end of MaadB.

In the second quarter of 2007, before the outboédle international
financial crisis, the pro-forma consolidated preeofit calculated including
DEPFA figures amounted to € 320 million.

The current pre-tax profit includes revaluation€df45 million in the CDO
portfolio recognised in the income statement, wittich the Hypo Real
Estate Group reflects the market environment. Satiation changes had a
negative impact of € 175 million upon results ia fhist quarter.

With regard to new business in the second quaherdypo Real Estate
Group again gave priority to reducing risk and asguliquidity ahead of
achieving higher market shares, particularly imasfructure and real estate
financing. In the field of public sector financketcompany again succeeded
in generating above-average margins of around 4i3 paints and yields in

excess of 30%.
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"We have presented a respectable result in vietweodlifficult conditions.
This result confirms our course of continuing tods on safety in terms of
new business as well as risk and cost managensaysCEO Georg

Funke. "The next months will continue to be challengiogthe entire
financial sector. The fact that market prospeatsstitl uncertain means that
it is almost impossible to make reliable forecadtswever, one aspect has
been demonstrated by recent months: Our businedslnsoprofitable,
particularly following the acquisition of DEPFA, @v in this difficult market
climate. Its two main pillars, namely commercialrestate and public
finance, are strong and viable on the basis aftsisk management and on-
balance-sheet lending. This assessment shouldhdarfientally confirmed
by developments in the remainder of the year urilesiser external shocks

dash all the hopes of market participants.”

Group development, an overview (in € million)

Hypo Real Estate Group
2nd 1st 2nd H1 2008 | H1 2007
Quarter | Quarter Quarter (Pro
2008 2008 2007 (Pro forma)
forma)
Operating performance
Operating revenues 236 184 5P0 420 1,018
Net interest income and similar income 304 299 B35 603 674
Net commission income 34 35 85 9 1p9
Net trading income 12 -98 2B -86 51
thereof: Valuation result on synthetic -19 -87 - -106 -
CDOs affecting income
Net income from financial investments -185 -P9 86 164 163
thereof: Valuation result on cash CDOs -126 -88 - -214 -
affecting income
Net income from hedge relationships 15 119 19 -4 19
Balance of other operating income/expenses 6 -4 2 2 2
Provisions for losses on loans and advances 37 33 0] 3 70 64
General administrative expenses 160 145 170 305 330
Balance of other income/expenses -22 184 - 162 -
(including effects from the Depfa acquisition)
Pre-tax profit 17 190 320 207 624
Effects from the Depfa acquisition -23 184 - 161 -
Pre tax profit® 40 6 320 46 624
Net income/los$ 29 11 - 40 -
Net income/loss IFRS 12 144§ 3 16p -

including the effect from the embedded derivatefating to the Mandatory Convertible Bond

2 excluding the effect from the embedded derivatalating to the Mandatory Convertible Bond

3 excluding the effect from the embedded derivatalating to the Mandatory Convertible Bond; incluglin
the effects from capitalised losses carried fodvalating to other periods



Group development Q2 2008

Operating revenudsum of net interest income and similar income,

net commission income, net trading income, netrimedrom
financial investments, net income from hedge retwsthips and the
balance of other operating income / expenses) reparted as € 236
million in the second quarter of 2008, which wassiderably higher
than the figure of € 184 million reported for theyious quarter. It
was not possible to repeat the pro forma figur€ 520 million
(including DEPFA) for the second quarter of 200'Aaassult of the
international financial crisis and the associateldi& adjustments in
relation to the CDO portfolio recognised in thednme statement.

Compared with the previous quarter, net interestrime and similar

incomeimproved slightly to € 304 (299) million. This wdae to
various factors, including the positive developniannargins in the
public sector finance portfolio. The figure for thecond quarter of
2007 was € 335 million.

Net commission incomef € 34 (35) million remained at the

relatively low level seen in the previous quarterd was thus
considerably lower than the figure of € 55 milli@ported for the
previous year. This reflects mainly the conseneatiew business in
real estate and infrastructure financing.

On this occasion, tradingported a positive result of € 12 million
(previous quarter: € -98 million). This includegyaéve valuation
effects on CDOs of € 19 (87) million. Net tradimgdme in the
second quarter of 2007 amounted to € 23 million.

Net income from financial investmeniss reported as € -135

million, considerably lower than the figure of ©-aillion for the
previous quarter and far below the previous yegarré of € 86
million. This development is due to negative valmeffects on
CDOs of € 126 reflected in this position (previaugrter: € 88
million). In addition, the previous quarter figuvenefited from the
effect of the initial consolidation of Quadra Rgaltrust. In the
second quarter of 2008, the positive result attabie to the planned
sale of a property of Hypo Real Estate Bank in Mhnwas offset by
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an impairment of a similar amount in relation te #gquity
participation in Babcock & Brown.

With regard to the valuation of the Group portfadifoCollateralised
Debt Obligations (CDO), the Hypo Real Estate Grbap reduced
the model reserve which was created and recogirigbe income
statement in 2007 with regard to uncertainty ferdlssumptions and
estimates which have been made; it has been rediwradE 90
million to around € 20 millionCFO Dr. Markus Fell explained:
"The fact that the model reserve has been to & kextent released
was appropriate because the risks attributablegontethod of
valuing the CDO portfolio are now of manageablepprtions. This
is also applicable for the possible extent of thie adjustments
which still have to be made. We are assuming thatin@cessary
CDO adjustments which will have to be recognisethéincome
statement will to a large extent have been comgleyethe end of
2008."

Net income from hedge relationshipas improved appreciably to

€ 15 million (previous quarter: € -19 million), amés thus just
lower than the corresponding previous year leveé 9 million.

Provisions for losses on loans and advaitéise second quarter

were higher than the corresponding figure for thevipus quarter
(€ 37 million compared with € 33 million) and alsigher than the
corresponding figure for the second quarter of 2@30 million).

This item was however still below the pro-rata tast for 2008.

General administrative expensgs€ 160 million were € 10 million

lower than the corresponding previous year, but there € 15
million higher than in the first quarter of 200&i$ discrepancy
reflects synergies attributable to the integrabbDEPFA. On the
other hand, the selection process in connectio tivé participation
of strategic investors in the Hypo Real Estate @nasulted in

consultancy fees of € 10 million.



e At € -22 million (previous quarter: € +184 milligrihe_balance of

other income / expensess again dominated by the mandatory
market valuation of a derivative based on sharé$ypb Real Estate
Holding AG, which is embedded in the mandatory estilile bond
issued for partially financing the DEPFA acquigiti¢-ollowing the
mandatory conversion of the bond into shares ofdgpal Estate
Holding AG on 20 August 2008, this aspect will have any
further effects recognised in the income statement.

* Adjusted correspondingly by the effect from the enhied
derivative, and also including the CDO valuatiofuatinents,

consolidated pre-tax profibcreased to € 40 million (previous

quarter: € 6 million). Even including the effecbrin the embedded
derivative of € -23 (+184) million attributable tite mandatory
convertible bond, the Group was still profitabledt7 (190) million,
although this figure is significantly lower tharetborresponding
previous year figure of € 320 million.

» After taxes of € 5 million net income in the secanpdrter
(according to IFRS) amounted to € 12 million (powg quarter: €
148 million). This amount is attributable entirédythe
shareholders, because there are no minority intgereise result very
much reflects the effects from the embedded devivahfter being
adjusted by the post-tax effect from the embeddetvative relating
to the mandatory convertible bond (€ -17 milliamgt income

amounted to € 29 million (previous quarter: € 11iom).

Net assets and capital ratios as of 30 June 2008

* The total assetsf the Hypo Real Estate Group amounted to € 395.4
billion as of 30 June 2008, compared with € 400llbb as of 31
December 2007.

» As of 30 June 2008, the volume of lendamgounted to € 257.3
billion, compared with € 256.2 billion at the end?@07.

» Atthe end of June 2008, the Group reported firdrigvestment®f

€ 98.8 billion, representing growth of around € Bildlon compared
with the end of 2007 (€ 88.9 billion). Of this tbfigure, € 93.6



billion (31 December 2007: € 82.2 billion) was iiitable to
Available-for-Sale (AfS) financial investments. Beeconsist
mainly of government paper with a very low riskfjleo

The AfS reserve declined by around € 0.5 billio€td..8 billion in
the second quarter. This decline is due to chaimgéhe prices of
AfS financial instruments which are not recognigethe income
statement and which, in accordance with IFRS, hax
recognised irrespective of the risk profile of thstrument as of the
reference date. Accordingly, the market-relatedewidg of credit
spreads for government paper of countries suctalys Greece or
the USA resulted in a decline of € 560 million lire revaluation
reserve in the second quarter of the year althtlugte is no
significant default risk with regard to such pafgecurities issued
by sovereigns with a high credit rating accountdpproximately
70% of the negative AfS reserve.

The consistent risk and business management é¢fyhe Real
Estate Group has been reflected in a significaptavement in the
core capital ratioAs of the balance sheet date, this ratio was
reported as 8.6%, considerably higher than thd @& 3% as of 31
March 2008, and was thus also higher than thedigfi7.0% as of
31 December 2007 which was still calculated in edaoce with
Basel I. The own funds ratimproved to 11.3% as of 30 June 2008,
compared with 10.9% as of 31 March 2008 and 9.4#eaénd of
2007 (in accordance with Basel I).



New business

New business in commercial real estate finaneimgunted to € 2.6

billion in the second quarter, compared with €ldltlon in the first
guarter of the year. It was thus considerably lotvan the
corresponding previous year figure of € 9.4 billidhe internal rate
of return (IRR) after taxes on new business waiagjzove 15%.
New public sector finance businesas reported as € 11.3 billion in
the second quarter (Q1 2008: € 15.1 billion), dngstremained at a
high level in the first half of 2008 (€ 26.4 billiccompared with €
29.7 billion in H1 2007). At around 40 basis pojritee net margin in

this low-risk business was again excellent.

The Hypo Real Estate Group was very cautious veitfard to new
infrastructure financing busine@s 0.4 billion) as a result of the
market conditions. In the first half of 2008, theerall level of € 2.0

billion was € 3 billion lower than the correspongliprevious year

figure.

Result of the operating segments

The Commercial Real Estasegment, which comprises the German

and international commercial real estate finantinginess, reported
pre-tax profit of € 130 million in the second quesrof 2008
(previous quarter: € 164 million). The main fadiehind this decline
was the fact that no financial investments werd.sduch sales had
resulted in income of € 23 million in the first gtex. Net interest
income and net commission income as well as néintgaincome
continued to be relatively stable, and provisiarsdsses on loans

and advances increased slightly to € 25 (23) millio



» The Public Sector & Infrastructure Finarsegment, which mainly

comprises the public sector and infrastructurenfoesbusiness of
DEPFA, reported pre-tax profit of € 151 million, ish was lower
than the figure of € 172 million for the previousagter. The strong
increase in net interest income was a positive ldpuegent. At € 179
million, this item was much higher than the figueported for the
previous quarter (€ 157 million) and the previoearyquarter (€ 133
million). However, this positive development wagpoped by the
decline in net trading income, which resulted framwidening of
spreads in June.

» The_Capital Markets & Asset Managemsatiment benefited from a

strong increase in net trading income. Overall;tpreprofit
improved to € 36 million, compared with € -19 nahiiin the

previous quarter.
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Note for editors

An analyst call will be held today at 08:00 hourswith Dr. Markus Fell, CFO
of the Hypo Real Estate Group; thiswill also be broadcast in the internet
under www.hypor eal estate.com.




Hypo Real Estate Group

Following the acquisition of DEPFA Bank plc in Obty 2007 Hypo Real
Estate Group has evolved into one of the leading internatidimalncial
services providers for commercial real estate lggpddublic finance and
infrastructure finance. The Group, with total ass#t€ 395 billion, 1,900
employees and offices across Europe, the Amerimmag\aia, consists of the
non-operational listed Hypo Real Estate Holding @8l operational
entities. Hypo Real Estate Bank International A@ Biypo Real Estate
Bank AG conduct the international real estate foiag business. DEPFA
and DEPFA Deutsche Pfandbriefbank AG conduct thipsector and
infrastructure finance business. Additional infotima is to be found on
www.hyporealestate.com




