Press release

HRE proceeds with consolidation process, further reducing losses
 Losses reduced to € -395 million for the second quarter 2010
 Results burdened by net trading results and guarantee fees
 Loan-loss provisions markedly lower than in the second quarter 2009
Munich, 13 August 2010 – The HRE Group (HRE) has continued to make
progress in its consolidation process. The Group markedly reduced its losses
year-on-year for the second quarter 2010, despite the strained situation in real
estate finance markets. HRE posted pre-tax losses of € -395 million for the
second quarter of 2010 (Q2 2009: € -664 million). As in the previous year,
results were significantly affected by loan-loss provisions and expenses for
liquidity support facilities; in addition, net trading income was negative.
Manuela Better, CEO of HRE Holding AG, commented on the results: "The
year 2010 marks a period of transition, from stabilising and restructuring, to
achieving a realigned Group structure. We continue to make good progress in
building a sustainable presence for pbb Deutsche Pfandbriefbank on the credit
and funding markets, and in further stabilising DEPFA."
HRE still anticipates posting a loss for the full year 2010. The Group plans to
give guidance for 2011 towards the end of this year, once the planned transfer
of non-strategic assets and risk positions to FMS Wertmanagement has been
concluded.
Operating revenues during the second quarter of 2010 declined to € -66 million, in the absence of special effects that had benefited the figure for the same
quarter in the previous year (Q2 2009: € 348 million). Net interest income declined to € 248 million (Q2 2009: € 345 million); the previous year's figure
reflected a favourable funding environment, with falling money-market rates,
and with clients in the US drawing on additional liquidity facilities at high interest rates. The net trading result of € -173 million (Q2 2009: € 135 million)
was burdened in particular by increased default risk on interest rate hedges
entered into for clients: this required provisioning in the amount of € -108 million (Q2 2009: provisions of € -23 million). At € -98 million, net commission
income was virtually unchanged (Q2 2009: € -99 million). The net figure includes expenses for guarantees drawn within the framework of the liquidity
support facility provided by SoFFin; due to a restructuring of the facility at the
end of 2009, these expenses decreased to € 120 million for the second quarter
(Q2 2009: € 128 million).
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At € 194 million, provisions for losses on loans and advances were markedly
lower than in the previous year (Q2 2009: € 881 million). The lion's share of
the loan-loss provisions was recognised on real estate loans, reflecting the
strained situation still present on real estate markets.
HRE's consolidated total assets as at 30 June 2010 amounted to € 384.9 billion, after € 359.7 billion as at 31 December 2009. Even though the Group
reduced its lending volume, in line with the adopted strategy, total assets rose
as a result of market factors including the weakness of the euro: with the euro
as the reporting currency, the carrying amount of foreign-currency assets and
liabilities has risen due to currency translation effects.
Including the recapitalisation tranche of € 1.4 billion provided by SoFFin in
May 2010, HRE's tier 1 capital stood at approximately € 7.1 billion as at 30
June 2010, which equates to a tier 1 ratio of 8.4 per cent. This number does
not yet include the losses of the first six months 2010.
For the first half of 2010, HRE posted pre-tax losses of € -719 million after
€ -1,070 million in the first half of 2009. Operating revenues declined to € -15
million (H1 2009: € 268 million), also on account of lower net interest income
of € 539 million (H1 2009: € 716 million) and the negative net trading income
of € -278 million (H1 2009: € -27 million). Net commission income, at € -198
million, showed a slight year-on-year improvement (H1 2009: € -207 million).
This item was burdened by expenses for guarantees drawn within the framework of the liquidity support facility provided by SoFFin; these expenses decreased to € 239 million for the first half of the year (H1 2009: € 257 million).
Despite a marked decline, provisions for losses on loans and advances still
amounted to € 454 million (H1 2009: € 1,077 million).

Note to editors:
We have attached tables regarding the income statement, and the statement of financial position.
Contacts:
Walter Allwicher: +49 89 2880-28787; walter.allwicher@hyporealestate.com
Nina Lux: +49 89 2880-11496, nina.lux@pfandbriefbank.com
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Table 1: Consolidated income statement
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Table 2: Statement of financial position

