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Agenda

Dealing with the Financial Crisis

Securing Liquidity and Recapitalizing HRE

Restructuring HRE

Implementing Value Management/Reducing Balance Sheet

Outlook

Establishing the Core Bank – New Business and Funding



2

0

500

1000

1500

2000

2500

US CMBS Mezzanine European CMBS AAA European CDS-CMBS AAA

Selected Crisis Indicators and Crisis Response

CMBS spreads, in bpsGovernment spreads (10Y), in bps

Equity indices, indexed Main refinancing rate, in %

Source: Bloomberg, Tradefinder *  For US CMBS Mezzanine September 26 2008 – December 26 2008

-100

0

100

200

300

Germany France Italy Greece

0.0
0.5
1.0
1.5
2.0
2.5
3.0
3.5
4.0
4.5
5.0

ECB Main Refinancing Rate FED Funds Target Rate

0

20

40

60

80

100

DAX DJ EURO STOXX 50 DOW JONES

Jan-Sep 20092008 Jan-Sep 20092008

2008 Jan-Sep 20092008
-175 bps

X

-175 bps

Change from Lehman default to year end 2008

+70 bps

+15 bps

Jan-Sep 2009

-2 bps

+146 bps

-20%

-19%

-22%

+1,210 bps*

Lehman default (September 15, 2008)

+432 bps*

+427,5 bps*



3

New business volume – Real Estate Finance 

New business volume – Public Sector Finance

New Business Volumes and Balance Sheet of HRE Group

Balance sheet – IFRS

Source: Hypo Real Estate Holding   * EUR 7.3 billion of Real EstateFinance new business in Q1-Q3 2008 and EUR 0.5 billion in Q4 2008; EUR 34.1 billion of Public 
Sector Finance new business in Q1-Q3 2008 and EUR 0.4 billion in Q4 2008 ** Including prolongations *** Sum of DEPFA BANK balance sheet and HRE balance
sheet non-consolidated
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Assets

42

244

75

83

83

24Other assets**

> 5 years

1 - 5 years

3 months - 1 year
Up to 3 months

393

63

129

393

23
18

Up to 3 months

3 months - 1 year

1 - 5 years

> 5 years

Other liabilities***

* Contractual maturities
** Cash reserve, trading assets, allowances for losses on loans and advances, deferred tax assets, other assets
*** Equity, trading liabilities, provisions, deferred tax liabilities, other liabilities
Source: Hypo Real Estate Holding

EUR billion, IFRS, as of 30 September 2008

Liabilities

Maturity Structure of HRE Group‘s Balance Sheet*
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Profit and Loss, Capital and Regulatory Capital Ratios of HRE

Source: Hypo Real Estate Holding  * Including p&l neutral effects of mandatory convertible bond of EUR 174 million and other p&l neutral effects
** Reclassification from liability to equity according to IAS 32 due to cancellation of remaining reference debt instrument
*** Incl. net other costs of EUR 47 million and income tax of EUR 86 million in 2008 and net other costs of EUR 11 million and income tax of EUR -73 million in 9M 2009
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Assets

EUR billion, IFRS, as of 30 September 2008

Liabilities

Structure of HRE Group‘s Balance Sheet

18

105

21

61

Other assets**

Financial investments:
debt securities
and other fixed
Income securities*

Other loans
and derivatives

Real estate loans

Public sector loans

Trading assets
393

177

11

41

53

39

70

24
21

Other liabilities***

Public “Pfandbriefe”
(Germany)

Mortgage “Pfandbriefe”
(Germany)

Asset Covered Securities
(Ireland)

Lettres de Gage 
(Luxembourg)

Unsecured bonds

Additional secured
central bank funding

Repo

Unsecured Commercial Paper

Commercial paper and 
Certificates of Deposit

393

70

26

43

6

145
96

* Including <0,1 billion other financial investments: shares in non-consolidated subsidiaries, participating interest, equity securities and other fixed-income securities
** Cash reserve, trading assets, allowances for losses on loans and advances, deferred tax assets, other assets
*** Equity, trading liabilities, provisions, deferred tax liabilities, other liabilities
Source: Hypo Real Estate Holding



7
*  SoFFin = Financial Markets Stabilisation Fund       ** Further amortization scheduled
Source: Hypo Real Estate Holding

Liquidity Situation of HRE Group
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Strategy and Business Model

“New Bank”SIMPLIFIED

Real Estate Finance Public Sector Finance

High LTV 
ratios, high 
proportion of 
unsecured 
funding

Speculative 
development 
loans

Emerging 
markets

Significant money 
market exposure

Infrastructure 
finance

Securitization High
leverage

Asset repackagingProp trading

Active 
position 

taking

Secondary
market
origination

Client derivatives

Pfandbrief-eligible 
investment loans 

Focus on primary 
market origination

Primary market 
origination with 

broad setup

Focus on Germany and Europe

Syndication

Selected non-speculative 
development loans

Source: Hypo Real Estate Holding
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Changing Structures, Processes and Systems - Overview

New Group-wide organizational structure

Simplified legal structure

Head count reduction

Location closures

IT outsourcing

Rebranding

Source: Hypo Real Estate Holding

New management team

Streamlined processes

Integrated IT infrastructure
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DEPFA ACS Bank

(Dublin)

Hypo Pfandbrief 
Bank 

International S.A.
(Luxembourg)

Framing the Option of Establishing a Deconsolidated Environment

Issuer of 
publicly 

traded capital 
market 

products

Deutsche 
Pfandbriefbank 

AG
(Munich)

1  SoFFin = Financial Markets Stabilisation Fund   2 FMSA = Financial Market Stabilization Agency    3  Incl. Hypo Public Finance Bank

Hypo Real Estate 
Bank AG
(Munich)

DePfa Deutsche 
Pfandbriefbank 

AG
(Eschborn)

merged as of June 29, 2009
Aida is currently being
considered with Soffin; 

restructuring plan is currently
discussed with EU

Hypo Real Estate Holding AG
(Munich)

DEPFA Bank plc3

(Dublin)

Ownership: 100% SoFFin1/FMSA2

100%

AidA

(„Deconsolidated
Environment“)

100%

Source: Hypo Real Estate Holding
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Selected Regulatory Measures

Source: Hypo Real Estate Holding

• Capital requirements

Measures Bodies/involved parties Status

Crisis 
Prevention

Crisis 
Manage-

ment

• Stability fund

• G20/Financial Stability 
Board/Basel Committee/           
National Governments

• (Industry/central banks/ 
national governments)

• Defined/Implication 
assessments (decided for 
market risk/re-securitization)

• Ongoing discussion

Possible bodies/involved parties( )

• G20/Financial Stability 
Board/national governments

• Liquidity and funding ratios

• Leverage ratio

• Incentive structures

• “Living wills“

• Insolvency law adjustments

• Industry structure changes

• G20/Financial Stability 
Board/regulator

• National governments

• National governments/ 
regulator

• Ongoing discussion

• Ongoing discussion

• Proposals/                 
ongoing discussion

• Introduction decided

• First adjustments made
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Lessons Learned

Source: Hypo Real Estate Holding

Too big to fail/too interconnected to fail

Decisive crisis management

Coordinated regulatory response

Financial sector and the real economy

Vulnerable business models
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