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HRE starts tender process, initiating the next phase in the privatisation

of pbb
e pbb originated more than € 10 billion of new business in 2014, strong pre-tax
profit

e A potential IPO is being prepared as an alternative to the tender process

Munich, 17 February 2015 — On Tuesday, Hypo Real Estate Holding AG
("HRE") initiated the tender process for its Deutsche Pfandbriefbank AG (pbb)
subsidiary, taking the next important step for the re-privatisation of pbb. HRE is
looking to sell up to 100 per cent of its stake in pbb, thus fulfilling a condition
imposed by the European Commission in the summer of 2011. Preparation for an
initial public offering — as an alternative option for re-privatisation — is ongoing in
parallel. HRE has mandated Citigroup and Deutsche Bank as Financial Advisors
for the sales process.

pbb is one of the leading European finance providers for commercial real estate
and public-sector investments. It is the largest issuer of Pfandbriefe (German
covered bonds) with regard to outstanding volume, and ranks amongst the top
five covered bond issuers in Europe (issuance volume in 2013). In its European
core markets, pbb has a strong local presence, with professionals on the ground
covering all functions of the financing process, including credit risk management.
Combined with structuring expertise and a network of partners, this enables the
bank to structure more complex and cross-border financings for its clients. There-
fore, pbb enjoys an outstanding position in the growing European real estate fi-
nance market. Thanks to its conservative approach to risk management, pbb has a
high-quality credit portfolio. The bank has a solid capitalization.

Andreas Arndt, pbb's co-CEO and Chief Financial Officer, said: "We are em-
barking upon re-privatisation, against the background of a very positive perfor-
mance over recent years, solid results for 2014, and an outstanding position on
the credit and capital markets."

Dr Gunther Braunig, Chairman of the Supervisory Board of HRE, said: "Over
the last years pbb has consistently laid the foundations allowing to pursue the
re-privatisation. We are confident that the project will be successfully conclud-
ed during the course of this year."

The information contained herein is not for publication or distribution in or into
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pbb's results for 2014 clearly exceed expectations

pbb published preliminary results for the year 2014 in the context of the
impending re-privatisation. New business volumes originated in the bank's two
segments of Real Estate Finance and Public Investment Finance reached a new
record in 2014. With a total of € 10.2 billion (including extensions of more than
one year), pbb exceeded the previous year's figure by 24%. Accordingly, pbb's
strategic loan portfolio continued to grow at good margins.

Co-CEO Thomas Kéntgen commented: "Once again, strong new business is
evidence of an excellent position in our European core markets. We have
generated attractive margins in a highly competitive environment, maintaining or
even boosting our market share whilst consistently adhering to our conservative
approach to risk."

The bank expects consolidated pre-tax profit of more than € 170 million for the
financial year 2014 (in accordance with IFRS — based on preliminary and unau-
dited results, and subject to any new findings affecting measurement during the
period from the end of the reporting period until preparation of the financial
statements) — a figure that would exceed its forecast for the full year of at least
€ 140 million by more than 20%. Further improvement was seen in the bank's
capital ratios — which already exceeded regulatory requirements.

Net interest income, which is pbb's single most important source of income, rose
markedly stronger in 2014 than other income components. Loan loss provisions
remained at a low level, thanks to the bank's continued strict risk management.
Thanks to systematic cost-reduction measures, both personnel and non-personnel
costs declined.

Note to editors:

Publication of pbb Deutsche Pfandbriefbank’s preliminary results for 2014 is
scheduled for 9 March 2015; the annual report is expected to be published at the
end of March 2015.

For more detailed information on the Company, please visit
www.pfandbriefbank.de.
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Disclaimer:

This document and the information contained herein are for information pur-
poses 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 registered 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 of-
fered, sold or otherwise transferred in the U.S. absent registration or pursuant
to an available exemption from registration under the Securities Act. Nei-

ther 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 published in Germany as supplemented by additional information re-
lated to the offer outside of Germany.

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

This press release contains forward-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 state-
ments shall not be construed as a promise for the materialization of future re-
sults and developments and involve known and unknown risks and uncertain-
ties. 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 up-
date any forward-looking statements.
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