EMBARGO: Monday 09 March 2015/ 10:00 CET

Annual press briefing

09 March 2015

Andreas Arndt
Co-CEO

Thomas Kontgen
Co-CEO

Deutsche Pfandbriefbank AG, Munich

Manuscript — please check against delivery

The information contained herein is not for publication or distribution in or into the

United States of America, Canada, Japan or Australia.



Annual press conference of pbb Deutsche Pfandbriefbank 9 March
2015

1. Introduction (Andreas Arndt)
Good morning, ladies and gentlemen!

My colleague Thomas Kdéntgen and | would like to welcome you to the annual press briefing for the 2014
financial year of pbb Deutsche Pfandbriefbank, here in Munich.

Having published an ad-hoc disclosure on Friday night, containing some troublesome news concerning the
annual results, starting the annual press briefing with the statement that 2014 was a successful year does
not — on the face of it — appear to be a sensible option. Yet in principle, 2014 was a good year for pbb
(slide #1).

= We have increased pbb's new business by 24%, to € 10.2 billion — an all-time high for pbb since it
was founded in 2009.

= Netinterestincome was up 32% year-on-year, to € 421 million — impressive evidence of pbb's
operating profitability.

=  We cut costs , by 20%, to € 251 million.

= Under fully phased-in Basel Ill rules, and including the profit for the year, the Common Equity Tier
1 (CET1) ratio was 13.5%.

However, as reported on Friday, we recognised a value adjustment in the amount of € 120 million on our
portfolio of receivables against Heta Asset Resolution AG ("Heta"), which has a nominal value of € 395 million
and is covered by indemnities. We did this in response to a moratorium imposed on the 1st of March 2015,
and related statements by the Austrian Finance Minister.

As a result of the value adjustment, pre-tax profit declined to € 54 million  — excluding this effect, it would
have been € 174 million, and would have exceeded our initial forecast by 24%.

Heta is a wind-down entity of the Republic of Austria whose task is to realise the assets of Hypo Alpe Adria
We hold the exposure as part of our non-strategic Value portfolio, which is earmarked for being run off. The
entire Heta exposure is covered by a letter of indemnity issued by the Austrian federal state of

Carinthia . On Friday night, Moody's lowered Carinthia's rating by four notches, with a negative outlook. How-
ever, in its assessment of this Austrian federal state, the rating agency continues to assign a high probability
for extraordinary support by the Republic of Austria. This is in line with our own assessment.

I will come back to this issue in more detail later. Let me summarise the key aspects in this context:
=  Firstly, we will pursue our claims with all the means at our disposal.
= Secondly, we have decided not to wait for the legal process — instead, we took action at an early
stage, and in a transparent manner. pbb has the earnings power and reserves necessary to deal with
such situations.
=  Thirdly, we consider this valuation adjustment an extraordinary factor that does not affect our strate-
gic operating business.
We have further strengthened the market position for our core business during 2014.
= pbbis ranked amongst the top three commercial real estate lenders providers in Germany.
Moreover, we are strong in Europe as one of only a handful of cross-border real estate financiers

in the European core markets.

= We have also achieved a crowning position on the capital markets: we are now the biggest
Pfandbrief issuer in terms of volumes outstanding.
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We will continue to consistently pursue  our chosen path throughout 2015.

=  We will continue to enhance profitability in our operating business ,
with a moderate, conservative development of our new business being the key factor.

*= In addition, we want to continuously enhance the efficiency of our processe s, to also improve
profitability on the costs side.

With our client coverage and market presence, together with the increase in operating profitability, we have
built a strong foundation for the bank's re-privatisation in 2015. The tender process was initiated on 17
February; at the same time we are preparing for a flotation as an alternative option for privatisation. We are
making good progress , and we anticipate being able to meet the EU's requirements for privatisation by the
end of the year.

Thomas Koéntgen will talk later about our clients and the markets we are active in. Firstly though, | will pre-
sent the results for 2014 and provide an outlook for 2015.

The figures for pbb's consolidated financial statements 2014 (in accordance with IFRS) are preliminary and
unaudited. Given the extensive calculations required over the last few days, some rounding differences may
still occur. We will publish the audited financial statements and the annual report on 27 March.
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2. Results 2014
Before looking at the results for 2014, there are some items | would like to discuss first.
For obvious reasons, let me start with Heta (slide #2).

« We hold a total of nine Heta issues on our books, including one promissory note (which is report-
ed under loans and advances to customers) and eight bonds held as investment securities. All of
these were issued between 2002 and 2006, with the bulk of maturities in 2017. A quarter of the is-
sues will mature in 2018.

e On the 1st of March of this year, FMA, the Austrian financial markets regulatory authority, issued a
moratorium under which interest and principal payments on these issues are deferred until 31
May 2016. There is no insolvency and also no 'bail-in', however.

e To date, we have assumed the de facto support of the Federal Republic of Austria  for the fed-
eral state of Carinthia — not least because Carinthia continues to have access to the facilities of the
Austrian Finance Agency, in order to raise funding if necessary. However, the Republic of Austria
has declared that it will not honour any guarantees the federal state of Carinthia has issued to the
benefit of Heta — a move that was unpredictable for pbb. This is an even more remarkable step
since Austria — being a top-rated borrower — has the financial resources to cover these guarantees.

*  We have taken the following measures in this extraordinary situation:

0 Against the background of the notice issued by the FMA, we have reviewed the legal sub-
stance of our claims, and the continued existence of the statutory indemnity issued by the
federal state of Carinthia. Our review showed that both were intact.

0 Yetin accordance with our conservative risk approach, we recognised a valuation adjust-
ment of € 120 million in the 2014 financial statements — at an early stage and in keeping with
the principles of cautious business. You will see the impact of this adjustment when we pre-
sent the Income Statement; specifically, in net income from financial investments and net
trading income, as well as in loan loss provisions (for the promissory note).

0 We will prepare the remedy of an objection ("Vorstellung" under Austrian law) against the
moratorium imposed by FMA. We are prepared to resort to all other legal remedies in order
to get our claims fully satisfied.

Clearly, we see the valuation adjustment as an extraordinary effect. For this reason, we consciously report
a "normalised" result for 2014 of € 174 million . At first glance, this seems to imply a rather moderate
increase compared to 2013, where we posted a profit of € 165 million. Effectively, however, profit im-
proved by 36% year-on-year , since the results for 2013 included two opposing non-recurring effects, with
a net benefit of around € 37 million.

Besides the quantitative improvement, it is especially the qualitative, structural improvement of results

that is decisive in this context: net interest income generated in Real Estate Finance and Public Invest-
ment Finance is the key contributor to our operating results . Key financial indicators have deteriorated,
compared to the previous year, as a consequence of the significant valuation adjustment. Despite extensive
cost savings, and impacted by the negative net income from financial investments, the cost/income ratio
rose to 77%,; return on equity before taxes declined to 1.6%. Again, it is essential to analyse the adjusted
indicators :

= We were able to reduce the adjusted cost/income ratio by 7.4 percentage points, to 57.3% — a
reduction by more than 11% that was particularly driven by € 61 million in cost reductions.

= On an adjusted basis, return on equity before taxes  of 5.0% was unchanged year-on-year. Ex-
cluding the German government's € 1 billion silent participation — which we expect to repay during
the course of this year — return on equity would be markedly higher.
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2.1 Consolidated results of Deutsche Pfandbriefbank A G

Let me now turn to specific aspects of our business, and of our results.

2.1.1 Income from the core operating business

Net interest income grew by 32%, or € 102 million, to € 421 million (slide #3).

= Strong new business was a key driver for higher net interest income — with margins that re-
mained above those on the existing portfolio. This is an effect that has continued from the previous
years; at the same time, it is a material factor for a further increase in our profitability.

= And even though we are achieving higher margins on new business, compared to existing expo-
sures: we experienced pressure on margins — seen in 2014, and prevailing today — resulting from
more intense competition, and affecting our competitors as well. However, we have been able to
largely offset the decline in gross margins on new business through lower funding costs .

Likewise, we were able to partially offset the negative impact of still-lower interest rate levels on in-
terest income from own funds and liquidity reserves , thanks to more favourable funding
sources and the optimisation of the liquidity reserves.

= Prepayment fees totalled € 51 million — almost double the amount for 2013 (€ 27 million). A part of
these fees represents the usual level of repayments in the ordinary course of business, but a part
was due to the low interest rate environment. We have no choice but to consider a major residual
part of these fees as a regular part of interest income.

= A one-off effect of € 15 million was achieved through the early repurchase of liabilities  vis-a-vis
DEPFA Finance N.V., as part of the unbundling of pbb and DEPFA. This positive effect was offset
by other effects on income.

Net fee commission income totalled € 1 million (2013: € 9 million). Since these fees depend upon specific
transactions, they are not incurred on a regular basis, which means that the decline in net fee and commis-
sion income has no particular significance.

Interest income is offset by loan loss provisions , with a net € 21 million recognised in 2014 (2013: addition
of € 8 million). As explained before, the valuation adjustment on a promissory note to Heta — which required
an addition of € 8 million — was a material factor driving higher loan loss provisions.

The continued low level of loan loss provisions is also reflected in the low volume of problem loans , now in
a total amount of € 1.3 billion (December 2013: € 941 million). This amount now includes the Heta exposure —
without this effect, the volume of problem loans would have declined. As at 31 December 2014, problem
loans accounted for 1.9% of the overall portfolio (€ 65.3 billion EaD); their proportion thus remains low.

The information contained herein is not for publication or distribution in or into the Page 5 of 15

United States of America, Canada, Japan or Australia.



Annual press conference of pbb Deutsche Pfandbriefbank 9 March

2015

2.1.2 Net other income and expenses, and net other o perating income and expenses

Net other operating income/expenses  once again decreased during the 2014 financial year — to a signifi-
cant extent, from € 100 million to € 14 million. (slide #4)

The decline was mainly attributable to the termination of servicing for FMS Wertmanagement
Whilst this effect was already visible in the fourth quarter of 2013, its impact was now evident in the
full-year figures.

We generated € 30 million (2013: € 36 million) in net income from IT services provided to our for-
mer sister company, DEPFA Group. These services were terminated at the end of 2014, upon the
sale of DEPFA to FMS Wertmanagement — in fact,they never formed part of our core business.

However, the income was offset by administrative expenses of almost the same amount, due to the
fact that we invoiced the services with only a low mark-up. Hence, the decline of this item has not
affected our bottom line.

We achieved a very significant reduction in general administrative expenses  during 2014, from € 312 mil-
lion to € 251 million — down by € 61 million or 20%.

Non-staff expenses — which declined from € 191 million to € 141 million during the year under re-
view — account for the biggest portion of general administrative expenses. Likewise, staff expens-
es were lower in 2014, down from € 121 million to € 110 million.

The decline in general administrative expenses was mainly attributable to three factors:

o0 the termination of servicing for FMS Wertmanagement at the end of the third quarter of
2013;

o effects from size adjustments, reflecting pbb's evolution into a specialised Pfandbrief lend-
er —which we carried out in 2013, and which now take effect; and

o lower expenses for professional services and IT expenses.

2.1.3 Effects from the measurement of financial ins  truments

Let me now turn to the results of the measurement of financial instruments (slide #5), which were signifi-
cantly affected by the valuation adjustment on claims against Heta.

Net trading income of —€ 30 million for 2014 was clearly less negative than in the previous year.
The re-measurement of derivatives led to an effect in the amount of —€ 12 million. The conver-
gence of present value of derivatives to zero over the term (the so-called 'pull-to-par' effect) also
had a negative impact, as did lower market interest rate levels in the long-term maturity ranges.
The valuation adjustment on the Heta exposure accounted for —€ 3 million. In 2013, the effects of
the conversion to overnight yield curves (which had become necessary due to the first-time appli-
cation of new valuation standards for derivatives), together with the optimisation of the derivatives
portfolio, produced a clearly more negative impact on net trading income of —€ 51 million.

In the absence of a trading book, we do not have any profits or losses from trading activities.

Net income from financial investments  was negative in 2014, at —€ 77 million. At —€ 109 million,
valuation adjustments on Heta bonds accounted for the vast majority of this item. As you are
aware, the previous year's figure of € 96 million was attributable to the disposal of a restructured
property in London. A positive factor for this year's net figure was € 21 million in income from the
deconsolidation of DEPFA Finance N.V., as part of pbb's disentanglement from DEPFA which — as
explained a moment ago — also had a positive effect on net interest income.

Net income from financial investments included other minor effects.
Net income from hedge relationships  — or hedge accounting — decreased to —€ 3 million during

the year under review (2013: € 9 million), mainly due to the ineffectiveness of hedges. The Group
has not held any financial instruments designated at fair value through profit or loss since 2013.
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2.2 Total assets

At € 75.5 billion, pbb Group's total assets were virtually unchanged at the reporting date — only € 1 billion
higher than at the end of 2013 (slide #6). Main changes to the assets side during 2014 included the follow-
ing factors:

= anincrease in the strategic portfolio, from € 27.6 billion to € 29.8 billion (both in nominal terms), re-
flecting strong new business origination. Furthermore, total assets were affected by the lower level
of market interest rates, which increased market values of derivatives carried as trading assets or
other assets, as well as fair-value adjustments to hedged items.

= In contrast, the nominal volume of the non-strategic Value portfolio comprising budget finance ex-
posures declined in line with planning, by € 2.3 billion to € 21.3 billion. Based on contractual maturi-
ties, the nominal value of this portfolio is set to decline by approximately 40% over the next four
years, with related RWAs expected to fall by more than 50% over the next three years.

= The deconsolidation of DEPFA Finance N.V. further reduced total assets by € 0.9 billion. Cash re-
serves held as at 31 December 2013 were largely invested during the year under review, leading to
a € 3.2 billion shift to loans and advances to customers.

2.3 Regulatory Capital Ratios

Under the waiver option pursuant to section 2c¢ of the German Banking Act (until 31 December 2013) and
Article 7 of the EU Capital Requirements Regulation ("CRR" — from 1 January 2014), pbb is currently ex-
empted from determining capital ratios. Whilst we calculate these ratios at the level of HRE Group only, we
nonetheless publish pro-forma ratios for pbb on a voluntary basis. pbb remains well-capitalised. Its capital
ratios further improved during the year under review (slide #7), mainly due to a marked reduction in risk-
weighted assets, from € 18.1 billion to € 15.5 billion, which was largely attributable to maturities in the Value
portfolio, and to improved ratings. The ratios already incorporate full-year results for 2014.

= As at 31 December 2014, the CET1 ratio was 21.7%, up 3.2 percentage points year-on-year. Un-
der fully phased-in Basel Ill, the CET1 ratio was 13.5%.

= The Tier 1 ratio rose from 19.7% at year-end 2013 to 23% at year-end 2014 (fully phased-in:
19.9%).

=  The own funds ratio at the end of 2014 was 26.1% (31 Dec 2013: 23.2%); on a fully phased-in ba-
sis, it was 22.1%.

The fully phased-in CET1 ratio does not include the € 1 billion FMS silent participation, which pbb expects to
repay within the framework of re-privatisation. Thus, even without the silent partnership, pbb is well capital-
ised.
2.4 Summary
Summarising my comments on the financial statements:

= pbb's normalised results for 2014 improved, both in quantitative and qualitative terms.

=  We are well-positioned in terms of capital and reserves.

This bodes well for the privatisation process, which | would now like to turn to.
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3. Privatisation of pbb
Ladies and gentlemen,

Right now, the privatisation of pbb is our most important project, next to our core, day-to-day operative busi-
ness — i.e. originating new exposures, securing funding, managing credit risks. Having initiated the privatisa-
tion process in the summer of 2014 (slide #8), and following intensive preparations, HRE then took the first
formal step and launched a tender process . Numerous investors have formally expressed their interest in
the sales process.

We are preparing a flotation in parallel to the tender process. In this context, we also want to use indica-
tions received from the tender process to decide which privatisation option would yield the better results for
a sale. We have not pre-determined which of the privatisation options we want to pursue. Our ambition is to
provide the German government with options — within the framework of set requirements — and to achieve
the best possible results, for taxpayers and for the bank.

We firmly believe that we are ready for privatisation , and | think that we will be able to credibly demon-
strate this here today. Over the course of the past four to five years, pbb has successfully worked towards a
sustainably successful and profitable business model, and to establish itself as a strong financing partner in
the market.

=  Qur focus lies on the major European markets , where we have deep market penetration , and al-
S0 support our clients in cross-border transactions

e Ourregional focus is on our core markets of Germany, France, the United Kingdom and
the Nordic region, as well as on selected countries in Central and Eastern Europe. In addi-
tion, we are active in other European markets on a selective basis. These countries offer a
stable business environment and extensive potential for business.

« We have achieved a high degree of market penetration in these countries. We have also
deployed relevant functions locally : not just sales teams, but covering the entire new
business process chain, including real estate valuation experts, specialists for real estate
law, loan structuring experts as well as client service staff for existing exposures. In this
way, we can provide more benefits to our clients and are able to better assess the oppor-
tunities and risks of an exposure.

e We support our clients, both locally and for cross-border transactions . This provides us
with a competitive advantage in commercial real estate finance.

= We have a highly sophisticated risk management in place: we manage our credit risk exposure
consistently and successfully; we structure loans in line with the financed property, to ensure that
risks are adequately accounted for. The low portion of problem loans, and the low level of loan loss
provisions we have maintained for several years now are evidence for the success of our approach
to risk management.

=  We will demonstrate structural improvements to profitability over the next few years. Whilst we
have been generating competitive returns in our real estate finance core business for several years
now, the bank's overall return is still affected by the Value portfolio. Through the planned reduction
of this sub-portfolio, whilst generating higher-margin new business, we aim to significantly enhance
overall return over the coming years. In other words: we must consistently continue to do what we
have successfully done to date. Not in a spectacular way, but — as we believe — in a very efficient
and stable manner.

This combination of a strong market presence, effective risk management and an increase in the bank's
return on equity continues to benefit from a positive market environment. Demand for real estate lending
and the need for modernising public-sector infrastructure together provide us with a stable and sustainable
foundation for our business, as Thomas Kdntgen will point out in a moment.
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4. Outlook

This brings me to the last part of my speech — the outlook (slide #9). pbb has grown significantly since
2012: new business volume rose from € 5.6 billion to € 10.2 billion in 2014. Net interest income was up 42%
over the past two years, to € 421 million — at the same time, general administrative expenses were down by
almost 30%, to € 251 million.

We have set ourselves the following targets for 2015:

*  We are aiming to slightly exceed 2014’s new business level in the 2015 financial year. Given the
development in new business, we aim at a slight increase in nominal volumes of the strategic port-
folios held in Real Estate Finance and Public Investment Finance.

The non-strategic Value portfolio continues to run off.
Against this background, pbb is aiming to further expand its average total portfolio margin.
I acknowledge that this forecast is less detailed than you are used to from pbb. However, | ask for your un-

derstanding that this is due to the specific situation of the planned privatisation, and the associated practice
of the capital markets.

Ladies and gentlemen,

This brings me to the conclusion of my comments. Thank you very much for your attention; | will now hand
over to Thomas Kontgen.
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5. Development of the operating business (Thomas K6  ntgen)

Good morning, ladies and gentlemen. | would also like to extend a warm welcome to you. | will now present
an overview of our operating business, starting with new business (slide #10).

5.1 New business

€ 10.2 billion in new business originated during 2014 (including extensions for more than one year) marks
an all-time high for pbb . Our approach of focusing on the key European core markets  — and covering
these very intensively — has paid off.

* We boosted new business by around a quarter year-on-year. pbb's origination strength is evi-
denced by both the absolute volume and the rate of increase.

e Infact, the fourth quarter of 2014 was the best quarterly number we ever produced: no less than
€ 3.2 billion in new business. It is remarkable that our quarterly average during 2014 was practical-
ly the same as the strongest quarter of 2013.

Allow me to outline some key details on our new business, starting with real estate finance .

e Once again, at € 9.0 billion (2013: € 7.0 billion), real estate finance accounted for the lion's share
of new business, in line with our strategy. Accordingly, the number of transactions was also up,
by around a quarter, to 161. This also shows that average transaction sizes have remained virtually
unchanged. In other words, growth was not achieved through larger exposures — which would im-
ply higher concentration risks.

At 23% (2013: 24%), the share of extensions in overall volumes (which we include in new busi-
ness for terms of more than one year) also remained practically unchanged.

e The average maturity of new exposures rose slightly, from 4.4 years in 2013 to 5.1 years. Like-
wise, the average LTV of new commitments increased marginally, to 64% (2013: 61%), thus re-
maining at a conservative level. The average LTV for the entire portfolio decreased from 64% to
62%.

e The average gross margin of more than 200 basis points also remained at a healthy level for us.
However, competition has intensified further, especially in the domestic business.

Let me now turn to developments in Public Investment Finance
¢ New business volume remained at € 1.2 billion , following strong growth in the previous year.
e The average maturity of new exposures rose slightly, from 6.7 years in 2013 to 8.1 years.

e The average gross margin declined from around 100 basis points in 2013 to 75 basis points,
largely due to the higher share of export financing business in Germany.

Public Investment Finance is a natural complement to Real Estate Finance. The market for public
investment finance is a fast-growing market for the future — a market where pbb enjoys a strong
position. Furthermore, the two business divisions provide economies of scale and scope . Finally,
the market for public-sector investment finance is not as cyclical as the real estate finance busi-
ness, thus allowing for more stable income .
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5.2 Portfolio

Let me now turn to our portfolio. We carried out a re-segmentation of our portfolio in 2014, designed to bet-
ter reflect the structure our business.

« The strategic Public Investment Finance business is now reported as a segment in its own right,
separated from the non-strategic budget finance portfolio, which has been added to the Value portfo-
lio. This portfolio segmentation better represents the structure of our business.

e The strategic real estate finance portfolio was largely unaffected by this re-segmentation exercise.

The same applies to Consolidation & Adjustments, where we report technical consolidation items as
well as items that cannot be allocated to another segment. By way of example, this includes the
share of equity not allocated to the other segments and the corresponding income.

We have adjusted the figures for 2013 accordingly, in order to facilitate comparison. In line with Basel 11l
rules, we report the portfolio on the basis of exposure at default (EaD), as opposed to nominal values (slide
#11).

e During the period under review, pbb Deutsche Pfandbriefbank's overall portfolio declined by ap-
proximately € 4 billion, to € 65.3 billion.

« However, the bank's strategic portfolios grew as expected during 2014: the Real Estate Finance
portfolio increased by more than € 2 billion, to € 24.3 billion (end-2013: € 22.2 billion). The Public
Investment Finance portfolio grew by 10%, to € 9.2 billion.

e At € 24.9 billion at the end of 2014, the non-strategic Value portfolio — which is running of f -
was virtually unchanged year-on-year. However, in contrast to an analysis based on nominal val-
ues, the lower levels of long-term interest rates led to measurement adjustments, which impacted
portfolio size.

e The EaD of Consolidation & Adjustments  showed a very significant decline, from € 13.8 billion to
€ 6.9 billion — reflecting the fact that we have reduced our placements with the central bank (on ac-
count of negative interest rates), using repo transactions via Eurex Repo instead. In contrast to
central bank deposits, these transactions are collateralised by securities, which reduces EaD in this
segment.
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5.3 Funding

Let me now turn to the funding of our business. The structure of our balance sheet remains character-
ised by matched-maturity funding to the largest extent. In more practical terms, this means the portfo-
lio is very largely funded through to repayment of the loans extended. We will continue to adhere to
our conservative risk strategy, which is also evident here.

Given our very good liquidity position — thanks not least to funding raised already in 2013 — we were able to
lower our funding activities in 2014 without sacrificing our conservative liquidity policy. Against this back-
ground, we raised € 6 billion in long-term funds  on the capital markets during 2014 (2013: € 7.7 billion),
clearly extending maturities  across all products (slide #12).

* Weissued Pfandbriefe totalling € 3.9 billion .

At € 3.6 billion, Mortgage Pfandbriefe accounted for the largest part of issuance, reflecting our
business. The average maturity was 6.4 years (2013: € 3.2 billion with an average maturity of 5.4
years). The spreads we pay have tightened.

During 2014, pbb issued Public Sector Pfandbriefe  with a volume of € 0.3 billion and an average
maturity of 20.7 years (2013: € 1.2 billion with an average maturity of 10.6 years). A higher level of
loan maturities at the end of the year permitted a marked reduction in issuance volumes.

Nonetheless, with an aggregate € 36 billion in outstanding Pfandbrief issues, pbb is now the big-
gest issuer of the German Pfandbrief.

» Unsecured issues totalled € 2.1 billion during 2014, with an average maturity of 6.2 years
(2013: 5.2 years). The term of these issues thus remains far beyond the privatisation deadline, as
required by the EU.

«  The volume of private placements — comprising Pfandbriefe and unsecured issues — totalled € 3.5
billion and was thus in line with the previous year's figure (2013: € 3.4 billion).

Public placements amounted to € 2.6 billion (2013: € 4.4 billion). In spite of the lower volumes, we
placed three benchmark bonds in euros, with maturities of between three to eight years, and
tapped four issues. We were also active in non-euro currencies, with a benchmark issue in pound
sterling.

We launched retail deposit-taking in 2013, through pbbdirekt.com, with the strategic objective of broaden-
ing our funding base. Retail customers continue to respond very well to our offer of overnight and term de-
posits (slide #13): at the end of 2014, aggregate deposits amounted to approximately € 1.5 billion, up by
almost € 1 billion year-on-year. As a source of funding, the deposit-taking business is designed to comple-
ment the capital markets activities.
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5.4 Market outlook for 2015
The business environment in the markets which are relevant to us continues to be favourable

« We do not anticipate any significant interest rate increases — which makes real estate invest-
ments more affordable as well as more attractive compared to other asset classes.

Bond purchases by the European Central Bank are likely to keep funding costs low.

< The EU's € 21 billion package , designed to support private-sector investment in the EU, will have
a favourable impact on our markets.

« Signals from the real estate markets remain favourable: prices are expected to continue rising —
without any signs of a bubble building in the commercial real estate markets we cover. Moreover,
the share of equity invested remains markedly higher than during the last real estate boom — which
translates into healthier loan-to-value ratios in our portfolios.

Accordingly, momentum has prevailed in new real estate finance and public investment finance business.
We anticipate volumes for the first quarter of 2015 to exceed the levels seen for the same quarter of the
previous year.
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6. Strategic position
Ladies and gentlemen,

over the past few years, pbb has worked towards — and reached — its target structure, with the following
milestones:

e the roll out of a completely new IT infrastructure from the year 2009 onwards;
e the transfer of non-strategic assets to FMS Wertmanagement;

e arevision of pbb's structures and processes, alongside an expansion in its market-facing teams,
plus the hand-over of servicing to FMS WM's service entity in 2013;

e the termination of IT insourcing for DEPFA, which was transferred to FMS WM on 19 December
2014.

We have set ourselves two particular goals for this year (slide #14):

e Firstly, we want to further enhance the efficiency of our organisation and processes ; this will
have to — and will be — our ongoing goal.

« Secondly, with a growing strategic portfolio, we also want to intensify the management as well as
the ongoing optimisation of our lending portfolio . We will continue to, and increasingly focus on,
actively managing the portfolio — this will be part of the business model. Specifically, this means:

0 active coverage of our existing client base, in order to achieve a high portion of extensions
in the strategic portfolio;

o0 leveraging our strengths in syndication in order to exploit additional sources of income,
whilst continuing to strictly manage risks involved in large underwritings.

In the context of syndication, we will not extend any loans that do not meet our require-
ments in terms of a good risk/return ratio, and which fail to comply with standards in the
secondary markets.

We are convinced that pbb is very well-positioned, including on the credit and capital markets. We want to
strengthen this position on our path to privatisation, and to further boost operating profitability.

*k*k

Thank you very much for your attention. We now look forward to answering your questions.
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Disclaimer

This document and the information contained herein are for information purposes only and do not constitute
a prospectus or an offer to sell or a solicitation of an offer to buy any securities in any jurisdiction, including

in the United States of America (“U.S.”). Any securities referred to herein have not been and will not be reg-
istered under the U.S. Securities Act of 1933, as amended, (the “Securities Act”) or the laws of any state of

the U.S., and may not be offered, sold or otherwise transferred in the U.S. absent registration or pursuant to
an available exemption from registration under the Securities Act. Neither Deutsche Pfandbriefbank AG nor
Hypo Real Estate Holding AG intends to register any securities referred to herein in the U.S.

Any offer will be made exclusively through and on the basis of a prospectus that must be pub-
lished in Germany as supplemented by additional information related to the offer outside of
Germany.

No money, securities, or other consideration isbeing solicited, and, if sent in response to the
information contained herein, will not be accepted.

This press rel ease contains forwar d-looking statements. These statements are based on the
current views, expectations and assumptions of the management of Hypo Real Estate Holding
AG and of Deutsche Pfandbriefbank AG as well as information currently available to the
management. Forward-looking statements shall not be construed as a promise for the materi-
alization of future results and devel opments and invol ve known and unknown risks and uncer-
tainties. Actual results, performance or events may differ materially from those described in
such statements due to, among other things, changes in the general economic and competitive
environment, risks associated with capital markets, currency exchange rate fluctuations,
changes in international and national laws and regulations, in particular with respect to tax
laws and regulations, affecting Deutsche Pfandbriefbank AG, and other factors. Neither Hypo
Real Estate Holding AG nor Deutsche Pfandbriefbank AG assumes any obligations to update
any forwar d-looking statements.
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