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I. BUSINESS SITUATION AND TRENDS

1. INTEGRATION OF BANK AUSTRIA -
A MAJOR STEP FOR THE BANK OF THE REGIONS

During 2000, Bayerische Hypo- und Vereinsbank Aktiengesellschaft
(“HypoVereinsbank” or the “Bank”) continued to systematically implement
its Bank of the Region strategy, the merger with Bank Austria moving it
large stride closer to the goal of becoming the leading bank for private
customers on the European marketplace. Together with Bank Austria,
HypoVereinsbank serves more than eight million customers, making it the
market leader in its domestic markets of southern Germany and Austria
as well as the rapidly expanding economies of Central and Eastern Europe
(see also the section entitled The Bank of the Regions in Europe in the
Consolidated Financial Statements and Outlook).

The first stage of the merger involved Bank Austria transferring its com-
mercial operations to a new company (Bank Austria AG), itself then only
acting as a holding company (BA Holding AG) for the stock of Bank Austria AG.
At the beginning of December 2000, the Bank Austria AG stock was trans-
ferred to HypoVereinsbank as a non-cash contribution against the issue

of 114 million new shares of HypoVereinsbank stock arising from a capital
increase. At the beginning of February 2001, BA Holding AG was merged




shareholders exchanging their stocks for the new HypoVereinsbank shares
at a ratio of 1:1, thus becoming HypoVereinsbank shareholders. As a result
of the transaction, the number of HypoVereinsbank shares increased

114 million, or some 27%, to 535 million. HypoVereinsbank’s weighting

in the internatiocal stock indexes rose accordingly.

Integration plan The integration plan envisages Bank Austria acting within the corporate
group as the banrk of the regions for Austria and the countries of Central
and Eastern Europe. HypoVereinsbank, on the other hand, will retain
regional competence fcr Germany, Western Europe, the Americas, and
Asia. A tight schedule has been drawn up for the merger. Mid-2001 is the
targe: date for folding the Bank Austria units in Zurich, London, New York
and Asia into the existing corporate units and defining the future structures
in the Czech Republic and Hungary. The merger is expected to be completed
in Austria and Poland by 2003.

2. STATEMENT OF INCOM
1 . . _________________________________________|

2000 1999 Change
€ millions € millions € millions in%
Net interest income 3,358 3,866 -508 - 131
Net commission ncome 1,238 1,061 +177 + 16.6
Net income on financial operations 383 307 + 76 + 249
Administrative expenses ' 3,011 3,003 + 8 + 0.3
Personnel expense 1,717 1,654 + 63 + 3.9
Other administrative expenses? 1,294 1,349 - 55 - 41
E-commerce expenses . 102 — +102 >+100.0
Other operating income less other operating expeunses 26 (41) + 67 >+100.0
Operating result before risk provision 1,892 2,190 - 298 - 13.6
Risk provision 781 1,576 -795 - 50,5
Operating resuli ) 1,111 614 + 497 + 811
-Other income less other expanses (59) 406 -465 >-100.0
Other extraordinary income less oiher extraordinary expenses 117} ) (276) + 159 + 576
Transfers to the special fund for general banking risks
pursuant to Section 340g, Commercial Code — — — —_
Pre-tax income 935 744 + 191 + 25.7
Taxes 229 185 + 44 + 23.8
Net income for the year 706 559 + 147 + 263
Transfers to reiained earnings 250 200 + 50 + 25.0
Profit available for distribution 456 359 + 97 + 270

!Including standard depreciation
on property, plant and equipment
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compared with 1954, net interest mcome declined 1s.1%, to €5,008 mil-
lion. Among the reasons for this are:

—the sustained downward pressure on the interest margin (1.05% after
1.27% last year), which results in structural changes on the refinancing
side and a higher proportion of transactions involving lower margins,

—a conscious effort to limit the growth of the Bank’s risk assets,

—the rapidly falling demand for real estate loans, and

—the fall in earnings from the transformation of maturity patterns due to
the flat yield curve which at times inverted.

Offsetting these effects was higher income from the Bank’s portfolio of
shareholdings. This includes the dividend totaling €116 million received
in-phase from Bank Austria for the first time.

Despite the difficult market environment in the second half of the year,

the Bank managed to post a 16.6% gain in net commission income over
the prior year, to reach €1,238 million. Securities and depositary business
provided 56.3% (1999: 51.9%) of total net commission income. Sales of
retail funds marketed by the Bank’s asset management subsidiaries had a
particularly strong impact on this item. The development of earnings from
underwriting business, foreign trade operations, asset management, and
advisory services was also more than satisfactory. The proportion of total
operational income represented by net commission income thus expanded
from 20.4% to 24.7%.

Net income on financial operations rose 24.9% compared with 1999,
to €383 million. The total was generated primarily by price-related
operations.

Thanks to the Bank’s strict approach to cost management, administrative
expenses increased merely 0.3%, to €3,011 million, in the year under
review to remain constant at roughly the same level as last year. Personnel
expense rose 3.9%, to €1,717 million. The increase results among other
things from the greater proportion of better qualified employees and the
higher expenses for pension provisions. At the same time, the spin-off of
the Bank’s securities settlement operations to its newly-formed Financial
Markets Service Bank subsidiary had an ameliorating effect. Other admin-
istrative expenses, including depreciation on property, plant and equip-
ment, fell 4.1%, to €1,294 million. The cost-income ratio deteriorated
slightly, from 57.8% to 60.2%, due to the lower operating income, down
3.6%, despite stable administrative expenses.

The Internet is leading to rapid changes in patterns of customer behavior.
In order to better master these changes and expand its multi-optional
sales channels, the Bank made a separate budget available for e-commerce-
activities totaling €102 million, showing the expenses separately in the
statement of income. (For more information on the Bank’s e-business
activities, please refer to the comments on the Webpower projects in the
Consolidated Financial Statements and Outlook.)
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At €783 million, loan-loss provisions are around two thirds lower than
last year (€2,138 million).

Net income from securities held for liquidity purposes fell to €2 million
(1999: €552 million). However, the prior year total was inflated by non-
recurring items relating to the high level of loan-loss provisions.

HypoVereinsbank recorced an operating result of €1,111 million in 2000,
u) some 81.1% or the prior year amount.

The balance of otaer operating income and expenses results in losses of
€59 million. The previous year’s figure of €406 million was boosted among
other things by high proceeds from the sale of assets. The expenses arising
from losses transferred included in this item amounted to €108 million.

Extraordinary expenses cf €117 million include merger-related expendi-
tures arising frora the fusion of the former Vereinsbank and the former
HYPO-BANK for the last time. Thus the total expenditures for HypoVereins-
bank for this merger since 1997 amount to €670 million.

Taxes on income rose from €168 million to €212 million in line with the
development of net income. Other taxes, at €17 million, remained at the
same level as las? year.

HypoVereinsbank recorded net income for 2000 totaling €706 million,

up 26.3% on 1999. Return on equity remained unchanged at 5.1%. When
calculating return on equity, unlike in the statement of income, the Bank
only took into account of the dividend payment from Bank Austria as well
as the additional shareholders’ equity arising from the capital increase
completed for the acquisition of the shares in Bank Austria for the period
since the acquisition.

€250 million of the net income for the year has been transferred to .
retained earnings. The Bank will propose to shareholders at the Annual
General Meeting on May 22, 2001, that the profit available for distribution
of €456 million be used to pay an advance share in profits of €0.08 on
each share of non-voting preferred stock (totaling €1 million) and a
cividend of €0.85 on each eligible share of common stock and share of
non-vcting stock. Including the tax credit, the Bank’s domestic sharehold-
ers will receive €1.21 per share of common stock and €1.33 per share

cf preferred stock. This corresponds to a total dividend payout of 64.6% of
riet income for the year.
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HypoVereinshank’s total assets at December 31, 2000, amounted to
€336.3 billion, representing a 10.5% rise over the prior year. This increase
is attributable primarily to placements with, and loans and advances to,
other banks, securities, and shares in affiliated companies.

ke b

The Bank’s lending volume (loans to banks and customers, and bills)
climbed 4.6%, to €204 .4 billion, of which €24.2 billion (down 9.7%)
relates to municipal loans and €109.6 billion (up 1.1%) to mortgage loans.
Within this total, the proportion of housing construction fell slightly, from
72.8% to 71.6%, while the proportion of loans to trade and industry rose
from 27.2% to 28.4%.

The Bank increased its holdings of debt securities and other fixed-
income securities 18.1%, to €51.0 billion, and of equity securities and
other variable-yield securities 18.0%, to €10.6 billion.

Shares in affiliated companies climbed to €13.7 billion from €6.4 billion
in 1999. This gain can for the most part be attributed to the acquisition of
Bank Austria.

The acquisition of the shares in Bank Austria was financed in December
2000 by issuing 114 million new shares from a capital increase. Including
premiums, this resulted in a strengthening of the Bank’s equity base to the
tune of €6.4 billion. Moreover, a total of €250 million has been transferred
to retained earnings.

To fund its lending operations, the Bank above all increased amounts
owed to other banks (up 18.6%) and amounts owed to other depositors
(up 7.4%), with the volume of savings deposits declining 19.3%. Liabilities
evidenced by paper rose moderately, up 2.8%.

HypoVereinsbank risk assets grew 10.3%, to €180.9 billion in 2000. The
market risk positions totaled €2.8 billion (1999: €2.5 billion).

During the year under review, the Bank increased its core capital in accor-
dance with the approved annual financial statements 60.2%, to €17.7 bil-
lion as a result of the capital increase executed to finance the acquisition
of Bank Austria’s shares. Equity capital, which includes both liable equity
of €28.4 hillion and tier Il capital of €1.0 billion, grew 47.0%, to €29.4 bil-
lion. The core capital ratio totaled 9.8% after 6.8% last year, while the total
equity ratio fell to 13.6% (1999: 10.3%). The Bank does not intend to carry
out any capital increases to finance organic growth.




HypoVereinsbank maintained 644 bank offices at year-end. The Bank’s
domestic network contracted to 622 offices, a fall of 47 attributable

primarily to consolidations. Outside Germany, the Zagreb office was taken

over from Société Générale on March 1, 2000.

DOMESTIC} AND INTERNATIONAL OFFECES |

1999 Additions Reductions 2000
New opening Closures Consolidations Relocations

Domestic
Baden-Wiirttemberg 35 — 3 3 -2 27
Bavaria 377 2 6 31 3 445
Berlin 21 — — - — 21
Brandenburg 11 — — — — 11
Bremen = — — — — —
Hamburg — — — — — —
Hesse 13 — — — — 13
Lower Saxony — — — — — —
Mecklenburg-Weastern Pomerania — — — — — —
North Rhine-Wes:phalia 20 1 1 — — 20
Rhineland-Palatinate 25 — - 1 — 24
Saarland 11 — - 1 — 10
Saxony 25 1 — 4 — 22
Saxony-Anhalt 12 — — — — 12
Schleswig-Holstein — — — — — —
Thuringa 19 — — 1 -1 17
Total domestic 669 4 10 41 - 622
International
Europe [ 1 —_ — - 7
Americas 4] — — — — 5
Asia 9 — — — — 9
Africa 1 — — — — 1
Australia —_ — — —_ — —
Total international 21 1 — — — 22
Total 690 5 10 41 — 644

5. EVENTS AFTER DECEMBER 31, 2000

Foreign & Colonial

In the field of asset management, a new strategic orientation is being

implemented involving a cooling of activities. In this respect, the Bank
scld its 90% holding in London-based investment manager Foreign &
Colonial. The sale takes eZfect in the first quarter of 2001.

Activest Moreover, the Bank intends to manage the operations of Activest Invest-
mentgesellschaft mhH, Activest Luxembourg S.A., allfonds-BKG Asset

Management GrabH and allfonds BKG Investmentgesellschaft mbH under

the common Activest brand in the future. Effective January 1, 2001,
FondsServiceBark was aunched as a joint venture linking the Activest
Group and MEAG MUNICH ERGO Asset Management GmbH.
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the form of INDEXCHANGE AG, a new wholly-owned subsidiary. The company
has acquired the exclusive license rights for the most important Deutsche
Borse equity indexes for a period of one year at this stage and has been
offering listed index funds — known as exchange-traded funds (XTF) -
linked to the DAX, the EuroStoxx 50 and Stoxx 50 since the beginning of
2001. More funds are slated to be added during the course of the year.

. OUTLOOK

The forecasts relating to the future development of HypoVereinsbank
represent best estimates made on the basis of all the information available
to the Bank at the present time. Should the assumptions underlying the
forecasts fail to materialize or risks occur to an extent not envisageable —
as discussed in the Risk Report - it is possible that the actual results will
differ from those currently projected.

Allin all, the general economic outlook for the Bank’s domestic markets in
2001 is positive. (The basic macroeconomic conditions in 2001 underlying
the Bank’s planning processes are explained in detail in the section entitled
Division Controlling in the Consolidated Financial Statements and Out-
look.) The Bank is looking to exploit this environment by means of inten-
sive, far-reaching strategic measures aimed at enhancing the profitability
of its corporate divisions and hence also permanently raising its value.
The repositioning of the Bank’s corporate customer activities, which was
completed in mid-2000 and which already resulted in a remarkable
turnaround last year, is expected to bear considerable fruit over the next
few years. In operations involving private customers and professionals, the (T
Bank is investing heavily in adjusting its retail business to the changing
conditions in the market. In the autumn of 2000, HypoVereinsbank became
the first major German bank to open up its multi-optional distribution
channels for the active marketing of third-party offerings. The aim behind
this significant strategic move is to purposely enhance the Bank’s competi-
tive position in this segment. Furthermore, the strategic reorientation of
the Bank’s asset management activities is expected to yield a permanent
reinforcement to its profitability.

In the course of last year, the Bank launched its Real Estate Lead Compe-
tence strategic initiative with a view to stretching its market and compe-
tence leadership in real estate financing on the European marketplace. To
accompany the start of operations under the program, HypoVereinshank
will pool its real estate financing activities in a new real estate bank in
two steps. The new institution will operate as a mortgage bank offering
both retail and mortgage banking services, and have a presence in all
important financial centers in Western and Eastern Europe as well as in
the United States. In the first stage, Niirnberger Hypothekenbank AG and
Stiddeutsche Bodencreditbank AG will be absorbed into Bayerische Han-
delsbank AG before the end of 2001. The real estate financing business of
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use all available methods of securitization and syndication to optimize its
portfolio and recuce the amount of tied-up equity capital. The products
and services of real estate investment banking will give the Bank’s cus-
tomers a clear added velue beyond that of traditional financing. HypoVer-
einsbank is rapidly expanding its presence in attractive international
rmarkets with a view to accelerating the growth of its increasingly impor-
tant operations abroad.

In addition to these meesures on the operational side, the Bank has aligned
the underlying principles for steering the corporate group more consis-
tently with the Bank of the Regions strategy. Alongside the existing seg-
ment-based divisional apzroach, the new management philosophy now
calls for the Group board to assume regional, institution-based responsi-
bility for operating results. To this end, the Group Board is to set the basic
parameters for the respective company as a whole together with divisional
structure guidelines for the locally controlled banks — meaning at this
stage “he Bank Austria Group, Vereins- und Westbank, the domestic mort-
gage banking subsidiaries, and the newly formed real estate bank. At the
same time, the managing directors of the subsidiaries will be kept more
accountable for the targeted overall results. The new management concept
is intended to foster and support local entrepreneurialism at the same
time as boosting the Bank’s impact on the marketplace.

The Bank is aiming to ackieve significant growth in operating income
(net interest income, net commission income, net income on financial
operations and the balance of other operating income and expenses).
Net intasrest income will suffer from the cyclical downturn in the lending
business and from higher expenses on the deposit-taking side than in the

prior year. As last year, hoewever, this will be compensated by high levels

of unusual incormne from the Bank’s holdings of participating interests,
meaning that, as a whole, the net figure is expected to rise compared with
the prior year. Net comrnission income is starting from a high underlying
base due to the strong performance of the stockmarket in the first half

of 2000. Despite this, the Bank is optimistic of the dynamic upward trend
persisting and of again achieving double-digit growth. The budgeted
figures indicate that net income on financial operations will beat the prior
year total on the hack of a double-digit growth rate.

Administrative expenses are set to rise in the wake of the integration into
HypoVereinsbark of the Bank Austria units in London, New York and Asia,
the measures taken in conjunction with the Real Estate Lead Competence
project, ar.d the planned expansion of corporate finance and treasury
operations. Moreover, the Bank expects the introduction of the single
European currency to cos: tens of millions of euros. The cost-income ratio
will mark time at around the level of last year.
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i terms oI risK provisions, wnile tne bank is iorecasting a slignt rise 1n
loan-loss provisions year-on-year, this will be more than compensated by
higher net income from securities held for liquidity purposes. The Bank
expects to book considerable tax-free gains on the sale of its holding in
Foreign & Colonial in 2001. Moreover, net income will benefit from the fact
that no more expenses will accrue as a result of the merger of the former
Vereinshbank and the former HYPO-BANK.

Allin all, given the projected developments for 2001 described here, the
Bank expects to be able to report a tangible increase in net income allow-
ing it to pay an attractive dividend and again strengthen its reserves, thus
bolstering its capital base.

ET
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1. OVERALL RISK CONTROL AND RISK MANAGEMENT SYSTEM

The conscious engagemeant in financial risks with the aim to exploit
market opportunities lies at the heart of modern banking. Under the twin
effects of intensifying global competition and technological advances,
profit margins in this business can be expected to narrow even further.

In an answer tc these trends, and to the ever more stringent regulatory
requirements, HypoVereinsbank has instituted a Groupwide risk manage-
ment system which can be described as a continuous feedback loop unit-
ing the elements of strategy, planning, management and monitoring.

Risk management in our operating businesses is the task of our corporate
divisions, whereas monitoring functions are performed by independent
organizational units. This separation of functions is firmly embedded in
the Bank’s organization.

A very important function of our risk management system consists in the
timely identification of risks and the analysis of their causes and effects.

We lirrit our risks by means of risk policy guidelines and strict limit
structures, both of which are dictated by the Bank’s Board of Managing
Directors. Working on this basis, Risk Control and Group Audit conduct
extensive risk monitoring activities. Influencing risk positions for pur-
poses of portfolio management with the goal of optimizing the risk-return
ratio is the task of the local risk management units of the corporate divi-
sions. They perform this work on the basis of specific risk principles and

ongoing risk analyses.
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Group Risk Control
HypoVereinsbank’s Group Risk Control reports directly to the managing
director responsible for accounting, internal audit and risk control. As
a neutral, independent unit, it is primarily responsible for the following
functions:
—-ongoing, independent risk measurement and monitoring of all risk types;
~responsibility for methods and methodology, including the development
and continuing improvement of suitable models for measuring risks;
—regular reporting to the Board of Managing Directors;
- Groupwide risk capital allocation and risk aggregation; and
—implementation of uniform, consistent risk control standards throughout
the Group

Group Risk Control is supported by the local risk controllers in the foreign
branches and subsidiaries, over whom the central Group unit exercises
functional authority.

With respect to organizational and functional criteria, HypoVereinsbank’s
risk control set-up completely complies with the increasingly stringent
legal and regulatory requirements.

Local risk management :

The local risk management units in the corporate divisions are respon-
sible for risk management by employing modern portfolio management
methods. The purpose of these methods, applied within the limits of the
powers delegated by the Board of Managing Directors, is to diversify

and optimize portfolios with respect to risk and return while consciously
limiting portfolio concentrations. This work is performed on the basis of
close cooperation and continuous information exchanges between the Risk
Control unit and Risk Management units. The interaction of these two
functions produces valuable insights into ways for increasing profitability,
both in individual customer transactions and/or an entire business sector.

Group Audit
In January 2000, the German Federal Banking Supervisory Office issued

new minimum requirements (“Mal”) geared to be complied with by inter-
nal audit divisions. Under the new rules, all operational and business
processes must be audited at least every three years — if useful or appro-
priate — and all those processes subject to an especially high level of risk
must be audited at least once a year. Group Audit further improved its
already high standard of quality and effectiveness by executing a number
of projects related, in particular, to audit documentation and the follow-up
control of actions undertaken to rectify problems.

Group Audit’s activities aim to prevent losses for the Bank and its cus-
tomers. As an independent organizational unit, Group Audit reports
directly to the Board of Managing Directors. It is structured in line with
the divisional organization of the HVB Group. The audit policy, which was
revised in 2000, fulfills all applicable regulatory requirements to the full
extent.
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The Bank’s risk-orientec audit methods are designed to promote the accu-
rate, on-site assessment of risks, based on the results of prior audits and
special investigations, as well as current analysis of computerized reports
and the like. The spectrum of audit methods encompasses individual case
audits, process audits and system audits.

The audit methocs are continuously adapted to reflect changes occurring
in the Group and evolving market standards. Audits are planned on the
basis of audit cv¢ies, scheduled in accordance with the level of risk inher-
ent in each business activity and with previous audit results.

. OVERALL BANK MANAGEMENT

Active manageraent of capital resources

We aim to exploit market opportunities and achieve competitive advan-
tages that will enable us to enhance the shareholder value of our Bank by
allocating our capital resources on the basis of a carefully considered,
closely monitored strategy. Consequently, our internal management sys-
tem is focused on two essential elements: regulatory (or tied core) capital
and risk capital.

Both resources are expected to yield a certain return, which is derived
from the expectations the capital markets have for our Bank. The return
cn capital is expected to be earned by the Bank’s businesses in proportion
to their respective capital usage.

e — S SN 130 —
Capital markets’
return expectations for HypoVereinsbank
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Risk types
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Overall risk capital

a) Tied core capital

The amount of regulatory capital required to back the operations of the
Bank’s individual divisions is determined in accordance with the rules of
Principle I, Section 10 of the German Banking Act. For this purpose,
however, we do not apply the minimum capital backing of 4.4% stipulated
by the German Banking Act (including unrealized reserves), but a rate of
5.4%, thereby creating a core capital cushion. In calculating the regulatory
capital for market risks, we incorporate an analogous core capital cushion.

b) Risk capital
We define the following types of risk for purposes of our risk control and

management program:
—Credit risk
- Liquidity risk
- Market risk
-Operational risk
—Business risk
- Risks arising from the Bank’s own real estate portfolio
—Risks arising from the Bank’s shareholdings/financial investments
—Strategic risk

We measure all risks (unexpected losses) by employing a 99%-tail end
value-at-risk measure. This method is consistently used throughout the
Bank for all risk types except liquidity and strategic risks.

Based on this consistent quantification, we assign risk capital to cover
these risks by calculating the amounts required for capital allocation
purposes for a one-year period. The required risk capital is determined
for each corporate division and is being assigned to them. Group Risk
Control, in close consultation with the business units, determines the
projected risk capital requirements on the basis of up-to-date risk mea-
surements. Capital allocated is adopted by the Group Board of Managing
Directors as part of the annual planning process. In this manner, risk
considerations are firmly anchored in the Bank’s internal management
system.

We also monitor liquidity risk on a continuous basis, but do not provide
separate risk capital coverage for this purpose. These risks are either con-
tained in the market risks or they are controlled by means of other instru-
ments. Strategic risks, such as the impact of the Internet and e-commerce
on the banking industry, are handled by special project teams and man-
aged by way of active, dynamic business policies within the framework of
our general strategic goals.

The overall risk capital of the Bank is established by aggregating risk
capital figures for each risk class and allowing for risk-reducing portfolio
effects (diversification effects). As of year-end 2000, the Bank’s entire risk
capital (including risks of shareholdings/investments) amounted to only
slightly less than one third of the capital cushion to cover its risks. This
capital cushion consists of shareholders’ equity, undisclosed reserves and
average retained earnings.
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Capital adequacy To manage the Bank’s regulatory capital, we apply three capital adequacy
ratios ratios, for which we have established minimum values. These are:
-core capital ratio (ratio of core capital actually available to minimum
regulatory core capital);
-equity capital ratio (ratio of liable capital to risk assets); and
—total equity ratio (ratio of total equity to the sum of risk assets and market
risk positions weighted by a factor of 12.5).

Since both the risks calculated for meeting regulatory requirements and
the Bank’s capital itself are subject to volatility (fluctuation of market risk
positions, risk assets. change in revaluation reserves due to market condi-
tions), the three above-mentioned ratios mentioned are calculated for
planning purposes by applying a volatility discount, fully accepting the
possibility that the ratios could circumstantially exceed the target levels
significantly.

To determine the appropriate capital funding, we have essentially defined
the following process:

~In addition to a multi-year plan, for purposes of Principle I'of the German
bank regulatory requirerents and the necessary Bank for International
Settlernents (BIS) reports, we also prepare, a rolling four-quarter plan to
supplement the monthly reporting for Principle [ and the quarterly report-
ing of the BIS ratios.

~Reports on the actual ratins and significant related effects are submitted
every month to a committee of the Board of Managing Directors (Market
Risk and Asset Liability Committee). The committee takes appropriate
action if the actual ratios deviate significantly from plan.

3. RISK MONITORING AND CONTROL
The Bank’s risks are subject to an institutionalized organizational structure
featuring processes and responsibilities as well as specific measurement
procedures and systems.

a) Credit risk ‘ o

Credit risk is defined as potential losses arising from a customer default
or loss of credit rating. Such risks include loan default risk, counterparty
risk and country risk.

RISK CAPITAL
AFTER FORTFOLIO EFFECTS*
AT DECEMBER 31, 2000

Broken cown oy risk type. in % Broken down by corporate division, in %
| MU -
y ™
// ' Real Estate Finance and
Market risk 19 / A N . Real Estate Customers 13
Cradit risk 43 | : 1 \ Corporate Customers 32
Operational risk 18 1 ] g \1 | Private Customers and Professionals 19
Business risk 13 11— ! International Markets 17
Risk of the Bank's own ‘ / 7~ Asset Management 1
real estate portfclio 7 i/ Real Estate Workout 1
‘ Other 17
AT
~JlLA-

* Excluding risks arising frem
shareholdings/financial investments




Loan-loss provision

Country risk

Counterparty risk

Presentation of credit risks in the annual financial statements
Loan default risk is defined as the possible losses arising from commercial
lending operations.

We created a total loan-loss provision of €799 million for these risks in
2000. Of this amount, €255 million relates to Corporate Customers,
€210 million to Private Customers & Professionals, €362 million to Real
Estate Finance & Real Estate Customers, and €1 million to International
Markets; with respect to Real Estate Workout, we reversed loan-loss
provisions in the amount of €33 million. (The loan-loss provisions shown
in the statement of income, including reversals of country-specific
provisions, amount to €783 million).

The mission of the Real Estate Workout division is to reduce its entire
portfolio as quickly as possible, at the best possible terms, and to avoid
additional losses by instituting special risk management structures. In
2000, we pared the volume back an aggregate of €1.7 billion, and are
currently engaged in negotiations on the subject of further property sales
aimed at cutting the remaining total. To date, the loan-loss provisions
taken on the real estate workout portfolio amount to €3.3 billion, corre-
sponding to a provision rate of around 40%.

Country risk is defined as the transfer and conversion risk resulting from
finance facilities maturing in more than one year and non-performing
commercial loans maturing in less than one year, net of collateral in both
cases. We do not create provisions for new loans to countries which are a
regional component of our strategic business sectors and are not experi-
encing payment difficulties.

The situation of our country risks did not change significantly in 2000
compared to the previous year. New risks requiring provisions did not
arise last year. The loan volume subject to risk declined by €169 million
last year, to €214 million, this development being mainly due to the
rescheduling of loans to Russia, the write-off of unrecoverable loans
charged to loan-loss provisions and the repayment of loans.

The total volume of country risk provisions decreased €97 million to €154
million. Of this amount, €84 million relates to write-offs (without effect
on the statement of income) and €16 million to the changes in provisions,
the proceeds of which are recognized in the statement of income.

After accounting for write-downs taken on the lending portfolio, the total
volume of loan-loss provisions increased €0.3 billion to €7.4 billion in
2000. With these steps, we have adequately provided for all risks inherent
in our lending operations. The methods used to value our loan receivables
are described in the notes to the financial statements.

Counterparty risk is defined as the potential losses arising from the
default or deterioration of credit rating of a customer with whom we have
engaged in OTC derivatives transactions involving interest rates, foreign
currencies, equities and indexes outstanding at year-end. These transac-
tions are mainly concluded for hedging trading positions against the

risk of changes in interest rates, foreign exchange rates or market prices.
They also serve to provide cover for on- and off-balance sheet items within
asset/liability management.
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Credit derivatives

At year-end 2000, the nctional amounts of derivative transactions totaled
£€1,463 billion. Of the total volume of derivatives, €1,169 billion relates to
interest rate derivatives (79.9%), €247 billion to foreign exchange deriva-
tives (16 9%), and €47 billion to equity/index derivatives (3.2%). In terms
of rernaining maturity, the largest part of the derivatives volume belong
to the shortest time bucket (due within one year). The derivatives traded
on futures and options exchanges account for 4.5% of the total volume.
This comparatively low proportion can be attributed among other reasons
to the fact that the risks associated with exchange-traded derivatives can
be neutralized by liquidating the contracts (reducing the overall volume),
whereas in the OTC business, it is generally necessary to establish an
offsetting position (increasing the volume).

The notional volume in itself does not provide a suitable basis for drawing

" conclusions about the risk inherent in our derivatives business. Gross

replacement vaiues for OTC transactions can be applied as a useful indica-
tor to quantify the values actually at risk. These are computed under the
marked-to-market mathod as the sum of all positive market prices, ignor-
ing risk-reducing netting agreements and individual credit weightings.
Based on this definition, the maximum risk of default was €24.8 billion,
or 1.7% of the total notional volume outstanding, at the end of 2000. This
value does, however, represent a worst-case scenario, as it assumes that
all counterparties would default simultaneously and no risk-reducing net-
ting agreements would have been concluded. Taking into account the risk-
reducing effects of existing netting agreements, the risk of default falls by
€12.1 billion at the end of 2000. Additionally, the recognition of collateral
for OTC transac:ions leads to a further reduction of counterparty risk; at
the end of 2000. this effect amounts to approximately €0.7 billion.

OECD governments, banks and financial institutions, which are rated first-
class borrowers, account for 91.7% (1999: 91.2%) of the counterparty risk
before netting.

Compliant with Principle I of the relevant banking supervisory regula-
tions, the counterparty risk on derivative financial instruments classified
s trading and banking book totaled €22.3 billion, after netting and
collateral collected, at the end of 2000; weighted by credit rating (credit
equivalent), the correspending figure was €5.9 billion (1999: €6.0 billion).

The rising need for instruments to manage credit risks has fostered the
development of so-called credit derivatives. These vehicles make it possible
to trade and hedge credit risks without altering the original credit rela-
tonships. This product group consists of three basic types: credit default
swaps, total return swaps and credit-linked notes. The risk-hedging func-
tion is accomplished by means of compensatory payments, which in the
case of the credit default swap and the credit-linked note depend on a cer-
tain credit event, or in the case of total return swaps, on a possible loss in
market value. In the case of a credit-linked note, the credit risk is secured




by means of a cash deposit, which is not the case for credit default swaps.
Unlike pure derivatives, credit-linked notes contain a securities element
alongside the derivative hedging component. This explains why such
instruments have a market value far closer to the notional value than in
the case of pure derivatives. Credit-linked notes issued — where the Bank
is the protection buyer — are shown as a negative market value in line with
the liability nature of the note.

The contract volume resulting from credit derivatives, the market values
and the various types of reference assets are presented for the first time
in the two data tables on pages 20 and 21. This presentation is compliant
with the disclosure recommendations of national and international
experts (including the Association of German Banks and the Bank for
International Settlements).

DERIVATIVES VOLUME

in millions of € Notional amount Counterparty risk
Remaining maturity Total Total
lessthan  1to 5 years more than 2000 1999 2000 1999
1 year 5 years

Interest rate derivatives 558,160 348,611 262,602 1,169,373 1,147,033 13,909 11,689
OTC products

FRAS 148,756 6,528 — 155,284 320,562 129 274

Single currency swaps 331,725 296,187 248,023 875,935 692,232 13,414 10,900

Interest rate options

- purchased 10,579 16,656 7,715 34,950 28,397 364 506

- written 14,344 19,261 6,864 40,469 31,356 — —

Other interest rate derivatives 1,012 109 — 1,121 863 2 9
Exchange-traded products

Interest rate futures 37,769 8,916 — 46,685 68,816 — —

Interest rate options 13,975 954 — 14,929 4,807 — —
Foreign exchange derivatives 207,913 33,200 5,345 246,458 282,910 8,053 7830
OTC products

Foreign exchange forwards® 185,921 16,764 14 202,699 239,275 6,280 6,171

Cross-currerncy swaps 8,592 16,103 5,327 30,022 25,178 1,572 1,454

Foreign exchange options”

- purchased 6,371 148 — 6,519 8,765 201 205

~ written 7,029 185 4 7,218 9,692 — —

Other foreign exchange contracts* — — — — — — —
Exchange-traded products

Foreign exchange futures — — — — — — —

Foreign exchange options — — — — — — —
Equity/index derivatives 8,149 37,699 991 46,839 45,969 2,791 2,569
OTC products

Equity/index swaps — — — — — — —

Equity/index options

~ purchased 1,683 14,612 292 16,587 17,320 2,141 2,266

~ written 1,549 12,672 461 14,682 14,854 — —

Other equity/index derivatives 1,432 10,381 238 12,051 9,783 650 303
Exchange-traded products

Equity/index futures 2,096 — — 2,096 1,911 — —

Equity/inde:< options 1,389 34 — 1,423 2,101 — —
Total 774,222 419,510 268,938 1,462,670 1,475,912 24,753 22,088

* including precious metals derivatives



Monitoring and control of credit risk

- To menitor and control our credit risk, we apply backtesting analyses to
compare calculated risks with experienced defaults while also analyzing
tae potential risks inherent in our portfolio at a given closing date. Quanti-
fying these risks is the crucial challenge of modern risk control and is also
the subject of specific adjustments to the capital adequacy rules being
developed by the Basle Committee.

COUNTERPARTM'TYPE. . !}

Counterparty risk
2000 1999 2000 1999
Structure  Structure

€ millions € millions in% in %
OECD governments (and zentral banks) 78 83 0.3 0.4
OECD banks 21,440 18,187 86.6 82.4
OECD finlancial institurions 1,191 1,863 4.8 8.4
Non-0ECD governments (and central banks) 21 9 0.1 0.0
Non-0ECD banks 273 118 1.1 0.5
Non-0ECD financial instizutions 2 — 0.0 —
Other comparies and private individuals 1,748 1,828 7.1 8.3
Total 24,753 22,088 100.0 100.0

CREDIT DERIVATIVES.

in millions of € Contract volume by remaining maturity Fair
" Tess than 1 year 1 to 5 years more than Total value
5 years
Banking book 154 161 1,138 1,453 156
- Protection buyer N
Credit default swaps — 161 1,000 1,161 (3)

Total return swaps — —_ — — —

Credit-linked notes — — — —_ —

Other — — — — —
- Protection seller

Credit default swaps — — 138 138 5

Total return swaps — — — — -

Credit-linkad notes 154 — — 154 154

Other — —_ — — -

Trading book 43 156 423 622 (420)

- Frotection buyer
Credit defauls swaps 43 111 — 154 1
Total return swaps — — — —_ —
Credit-linked notes — — 423 423 (422)
Other — — — — —

- Protection seller
Credit default swaps — 45 — 45 1
Total return swaps — — — - —
Credii-linked notes — — — — —
“Other ‘ — — — — —

"Total 197 317 1,561 2,075 (264)




Regulatory
developments

Credit analysis

The goal of reforming these regulations governing credit risk is to intro-
duce a greater level of risk differentiation than is possible under the
current capital adequacy rules. The pending reform will effectively blend
regulatory and economic considerations. In a first stage, credit quality clas-
sifications will be applied as the differentiating criterion, and it appears
likely that internal credit ratings will also be accepted, in addition to the
external ratings assigned by rating agencies (so-called internal ratings-
based approach). Over the medium to long term, it can be expected that
internal risk models will also be admitted for this purpose as well, as they
already are for market risks. After all, the level of credit risk inherentin a
given portfolio is determined not only by the credit quality (i. e., default
probability) of the individual borrowers, but also, to a significant degree,
by the level of diversification, i. e., the extent of existing portfolio concen-
trations, which can be incorporated into the risk measurement only by
means of a portfolio model.

Regardless of whether internal risk models or the internal ratings-based
approach of the Basle Committee are eventually applied, it is vitally
important for us to reliably assess the default probabilities of our cus-
tomers. For this reason, we have been paying special attention to refining
our credit quality analysis instruments.

The tools we use differ in content and structure according to the amount
and complexity of the lending exposure being investigated. In addition, we
maintain a number of special credit rating instruments tailored to specific
industry sectors or financing forms, such as property developers, project
finance, etc. As a result of this credit analysis, we assign customers to

a credit rating corresponding to the customer’s empirically measured
default probability. With the aid of these default probabilities, we can
correlate our internal ratings with the external ratings issued by rating
agencies.

We employ a number of measures to ensure a robust quality of our inter-
nal ratings. Firstly, credit scores are evaluated jointly by the customer
relationship manager and the lending specialist. In addition, the quality
management units of the corporate divisions and Internal Audit perform
ongoing quality checks of individual cases. Furthermore, Group Risk
Control oversees the consistency of the methods applied and empirically
evaluates the probabilities of default of each individual credit rating.

REFERENCE ASSETS :

in millions of €

Contract volume

Credit default  Total return Credit-linked Total

swaps swaps notes
Public bonds - — 413 413
Corporate bonds 299 — — 299
Equity 161 — — 161
Other 1,038 — 164 1,202
Total 1,498 — 577 2,075

E3



Internal credit risk
mode

Expected loss and
credit value-at-risk

22|

We have employed an internal credit risk model since 1997 to quantify
and assess the Bank’s global loan book default and counterparty exposures.
This self-developed model presents the advantage that its methodology
and pararneterization are precisely suited to our portfolio. Because it is
our own, we can refine this model at any time to incorporate the advances
being made in this still young and emerging discipline.

For purposes of credit risk measurement, a distinction is drawn between
the expected loss and the credit value-at-risk (or unexpected loss). The
expec:ad loss quantifies the average losses expected on the current portfo-
lio over the next twelve months, which are then factored into the pricing
of our products in the form of standard risk costs. A number of inputs are
needed to calculate the expected loss, including the current default proba-
Lility (der:ved from the customer’s credit rating), the exposure at default,

‘the value of existing collateral, and the loss given default. The default

probabilities anc the losses given default are determined empirically from
our default histories, and updated annually.

The credit value-at-risk (unexpected loss) provides information about the
maximum negative deviation of the possible loss from the expected loss
(99% probability) within one year and is backed by risk capital as a safety
cushion. When measuring the credit value-at-risk, our internal credit

risk model employs simulation methods to explore numerous possible
macroeconomic scenarios and assess their impact on the level of possible
losses. This approach is also conducive to stress-testing, a prerequisite
for the acceptance of internal risk models by the regulatory authorities for
purposes of measuring merket risk.

The charts on pages 22 and 23 show the expected losses and the credit
value-at-risk, broken down by corporate division, credit class and indus-
try sector:

BREAKCOWN OF LOAN DEFAULT
AND COUNTERPARTY RiSK
BY CORPORATE DIVISION

Expected loss in % Value-at-risk in %

/|

Corporate Customers 39.0

£

Real Estate Finance and
Real Estate Customers 21.0

Private Customers and Pre’essionals 26.1

International Markets 1.2

Corporate Customers 46.0

Real Estate Workout 5.7

| Private Customers and Professionals 17.3

/ International Markets 3.9

Real Estate Finance and Rea’ Estate Custamers 19.3\

‘Other 8.7

Real Estate Workout 2.8

Other 9.0

1
T
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BREAKDOWN OF CREDIT RISK BY INDUSTRY SECTOR

in % Share of expected loss  Share of value-at- risk
Sector

Automotive 2.6 3.2
Banks 1.7 2.4
Construction 259 29.5
Chemicals 2.5 3.2
Services 12.4 11.9
Information technology 1.1 1.1
Electrical engineering 3.2 4.9
Consumer goods 2.9 3.0
Mechanical engineering 2.6 2.8
Food processing 4.2 3.8
Public authorities 0.6 0.5
Public agencies 0.3 0.4
Paper 1.4 1.5
Other financial service providers 4.3 6.6
Steel 1.3 1.7
Textiles 1.7 1.6
Transportation 2.4 2.7
Utilities 6.6 7.3
Other sectors 10.9 8.8
Individuals 11.4 31
Total 100.0 100.0

Year-on-year The year-on-year comparison of both risk indicators (expected loss and

development ofrisk value-at-risk) as well as the risk breakdown by industry sector indicate the
improvement in risk management achieved last year as we applied these
modern management tools to streamline our real estate exposures. The
positive results of the efforts to sell suitable portfolio holdings at the best
possible terms and of the specialized risk management work carried out in
the Real Estate Workout unit are reflected in the considerably lower per-
centage share of the Bank’s total risk contributed by this business sector.

In 2000, no significant changes occurred in the breakdown of the Bank’s
portfolio by credit rating.

BREAKDOWN OF CREDIT RISK
BY CREDIT CLASS

in %

30 = Expected loss

ﬂ 3 Value-at-risk
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Country risks

Limit system

Application of results

The internal credit risk model we employ for analyzing these risks on the
portfolio level also enables us to measure credit risks on much more spe-
cific levels, all the way down to the individual transaction. Such detailed

" analyses generate valuable insights into ways for improving risk manage-

ment and control.

By employing such a sophisticated internal credit risk model, we are
preparing for the followirg steps of regulatory capital requirements. The

~ expertise and experience acquired in this process, along with the data his-

tories collected, ere useful already today as they create the conditions for
*he regulatory approval of the internal ratings-based approach expected
$00n.

We also apply a portfolio-based approach to quantify potential country
risks in our current portfolios. The analysis of portfolio effects is espe-
cially important for country risk measurement, because country portfolios
are poorly diversified by their nature due to the relatively low number of
available countries.

The default risk of each country is classified by assigning a country rating.
The rating classes, developed by the specialists of our economic research

“team, are determined con the basis of quantitative analysis of macroeco-

nomic indicators, as well as qualitative assessments of political factors and
other considerations. A default probability has been empirically deter-

‘mined for each rating class.

By combining the default probabilities, or their volatilities, with the coun-
try exposures and deducting any risk-reducing collateral, we can analyti-
cally determine the expected loss and the value-at-risk for each country.
Upon computing the latter, we account for default correlation effects
among the indiv.dual countries. We also account for correlations between
borrowers’ defaults and countries’ defaults.

As a key elemer:t of our risk control and management program, we
employv limit systems to prevent the unintended and uncontrolled increase
of our risk positions. Rules governing the use of these systems, including
the relevant escalation and disciplinary mechanisms, are stipulated in the
ccrresponding systems, instructions and standard operating procedures.
Limit compliance is monitored by the local lending units for loan default
risk, and by Group Risk Control for counterparty and country risks.

The results of the credit risk measurement process described above are
incorporated into the strategic and operational management process to
ensure thet both income and risk are given equal consideration. Con-
ceived as a continuous feedback loop, the management and control sys-
tem starts with the annual capital allocation process, as part of the annual
planning cycle, on the basis of earnings-to-risk ratios. Risk measurements
provide the basis for effective work on the part of the portfolio manage-
ment units of the corporate divisions, which are increasingly making use
of modern structuring instruments as a means of actively optimizing the
composition of their portfolios. We employ preliminary costing models

to calculate risk-adjusted margins, and accordingly fair pricing, of the
Bank’s new business to apply the insights gained from our management
and control system down to the level of individual transactions.




Developments in 2001

Liquidity principle

In 2001, we will continue our efforts to integrate country risk measure-
ments into the credit risk model, with the ultimate goal of producing a
single, completely integrated system that takes account of all existing port-
folio effects. Furthermore, we will work on continuously improving the
methodology and parameterization of our models, thereby refining the
Group’s program for managing and controlling credit risks as a means of
improving earnings-to-risk ratios, thereby enhancing shareholder value.

b) Liquidity risk

Liquidity risk is managed centrally by a specialized unit with strict atten-
tion paid to ensuring compliance with regulatory requirements. Monitor-
ing liquidity is part of the market risk control system. The overriding

goal of our liquidity management system is to guarantee the Bank’s ability
to meet its payment obligations at all times. To this end, we employ a
number of powerful control instruments allowing us to respond quickly to
market changes. An interdepartmental committee adopts the core prin-
ciples of the liquidity management program and directs ongoing projects.
The committee reports regularly on these actions ~ and on the Bank’s
current liquidity and funding situation - to a committee of the Board of
Managing Directors.

Liquidity risk in the narrower sense

Day-to-day liquidity management intended to assure the Bank’s ability to
make payments at all times (liquidity risk in the narrower sense) is per-
formed both by our Group clearing office in Munich and by local units in
the corresponding foreign offices.

HypoVereinsbank’s healthy liquidity situation is reflected in the relevant
ratio for Liquidity Principle 11, which was 1.4 as of December 31, 2000,
substantially higher than the required minimum value of one. According
to the definition of Liquidity Principle 11, the funds available to the Bank
exceeded its payment obligations by €34 billion for the following month.
The Bank maintained a funds surplus of at least €20 billion at all times
throughout the year. We continuously monitor the trend of this liquidity
indicator, including our foreign offices, and actively manage it by assign-
ing minimum variance targets.

HypoVereinsbank has sufficient access to short-term liquidity in the
money markets, where we work with a number of banks and institutional
customers with strong credit ratings. In addition, HypoVereinsbank
maintains extensive liquidity reserves that can be activated in conjunction
with the monetary policy operations of the European System of Central
Banks. Day-to-day liquidity management is supported by a wide range of
control instruments, including a continuously updated liquidity forecast.



Broad funding basis

Quantification

Funding risk

We enjoy the advantages of a broad funding basis and excellent product
placement capabilities aligned to our strategy of diversifying into various
markets, customer groups, and products. These advantages provide us
with a secure so1rce of funding for our lending operations and limit with
their high credit quality and liquidity, our mortgage-backed bonds
(“Pfandbriefe”) continue to be our most important funding instrument.
The continuing expansion of our securitization activities will widen the
range of funding possibilities available to us even further.

We manage the Bank’s funding structure, and optimize it continuously
with respect to costs, on the basis of detailed planning and clearly defined

targets.

Market liquidity risk

Market liquidity risk is managed by placing strict limitations on those
markets which can be included within the individual trading portfolios.
In addition, we limit the percentage of individual risks as components of
portfolios in these markets. We conduct stress tests to determine the
risk potential represented by liquidity risks for selected scenarios, and

‘establish stress limits to contain the maximum loss potential.

¢) Market risk

Market risk is defined as the potential loss arising from an adverse change
in the prices of our positions in financial markets. Not only do we calculate
this risk in the trading beok, but we apply the same standards to our
investment books, which result from management of our extensive com-
mercial and mortgage banking operations. In the investment book, we
distinguish between strategic/discretionary books and flow management
books, the former being managed by a committee of the Board of Manag-
ing Directors (Mzrket Risk and Asset Liability Committee), which makes
decisions relative to market risk position taking and asset/liability man-
agement on behalf of the full board. Flow management (management

of daily cash flows in the commercial and mortgage banking business) is
handled directly by the International Markets division.

The value-at-risk method quantifies, with a confidence level of 99%, the
maximum loss that could be incurred as a result of market price changes
during a holding period of ten trading days. Market risk arises when the
prices of interest rates, foreign exchange rates or equity products, and
their rzlated derivatives, change.




In 2000, we replaced our former system for measuring interest rate
fluctuation risks, installed in Munich and London, with the technologically
and methodologically superior Monte-Carlo simulation system (internal
model). The system is capable of simulating all relevant risk factors (such
as yield curves) under simultaneous consideration of correlation effects.
With this approach, the value-at-risk can be estimated for every level of
the portfolio hierarchy, from individual positions to the broadest aggre-
gates.

The risks associated with foreign exchange and equity products are
calculated statistically on the basis of various conservative assumptions,
including an historical consideration period of 250 days, while disregard-
ing correlation effects. Portfolios containing options-related risks are
analyzed by application of a standard method known as the scenario-
matrix method, prescribed in the Basle Guidelines. We then add together
the value-at-risk figures for the individual transactions to arrive at an
aggregate value-at-risk for the Bank as a whole.

On this basis, we calculated the average market risk of the Bank’s trading
positions for last year. These values, broken down by risk type, are shown
in the table below. The significant reduction in the value-at-risk figure

for interest rate positions as of September 30, 2000 can be attributed to
the introduction of our Monte-Carlo simulation method for estimating

the interest risks inherent in our trading activities. The new method takes
formerly neglected risk-reducing effects fully into account. By using the
Monte Carlo simulation method, we have been able to attain significantly
more precise daily risk estimates, greater transparency, a wider range of
analysis possibilities and a more efficient management of our market
risks.

At year-end, the investment book contained market risks of €70.8 million
(year-end 1999: €258 million). The reduction from the previous-year value
is due to the elimination of risk positions.

POTENTIAL MARKET RISK OF TRADING ACTIVITIES (VALUE-AT-RISK)

in millions of € Average Dec. 31, Sep. 30, Jun. 30, Mar. 31, Dec. 31,
2000* 2000 2000 2000 2000 2000

Interest rate positions 119 82/28** 93/21** 156 146 91

Foreign exchange

positions 31 25 28 35 37 26

Equity/index positions 62 58 54 67 69 35

Total 212 165/111 175/103 258 252 152
* Arithmetic mean according to  ** Since Sept. 30, 2000, the risk
formerly applied method of interest rate positions has
been measured by applying the

Monte Carlo simulation method
(smaller value-at-risk value)

P
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Limit monitoring

Developments in 2501

The methods we use to measure market risk are checked by means of
periodic back-testing. We also continually conduct stress tests to deter-

mine the potential losses in our positions resulting from extraordinary

events and worst-case scenarios. To aid in the active management of mar-
ket risks, we adopted limits for stress risks in 2000.

Market Risk Control has direct access to the front office systems used in
trading operations enabling it to monitor the risk situation and compliance
with limits on an intraday basis. Any high utilization rates or breaches

of limits that occur in sub-portfolios immediately trigger an escalation
process, and the reduction of the positions in question is monitored
closely. In 2000, no limits were exceeded for any risk type. Market Risk
Control subjects a.l our market risks to constant measurement and limit
monitoring, reporting regularly to the Board of Managing Directors on

- the results. :

The risk positions in the investment and trading books are managed by
means of a hierarchical limit system that extends all the way down to the
department level and limits the leeway for action allowed at each level.
The risk limits are approved by the Board of Managing Directors and may
not be exceeded. Any losses that occur automatically reduce the limit
amount.

Moreover, we cover our market risks with risk capital. The annual amount
of risk capital requirec for this purpose is calculated on the basis of the
measured average 10-day value-at-risk, which, after adjusting for portfolio
effects, is converted into a one-year period by applying a scaling factor.

In 2001, we started to measure and limit the risks associated with changes
in bond spreads. Here the strategy of the Bank and the market environ-
ment have changed, making it advisable to measure these risks. We are
implerzenting a value-at-risk method hinging on simplified assumptions.
We plan to refine this method and ultimately integrate it with our internal
model by means of a Monte-Carlo simulation approach, in line with our
efforts to extend this internal model to all areas of the Bank.

In conjunction with the ‘ransition to an internal model, we will also con-
vert our market risk measurement system to operate under the assump-
tion of a one-day holding period at the start of 2001.




d) Operational risk
Definition of Generally speaking, operational risk is inherent in most of the Bank’s
operational risk activities. We define operational risk as the risk of unexpected losses due
to human error, flawed management processes, natural and other disas-
ters, technological failures, and changes in the external environment
{event risk).

This definition matches in detail those that were developed by the Associ-
ation of German Banks and various working groups in connection with
the new Basle Guidelines. This general definition is complemented by a
causality-driven categorization model which we continued to refine in
2000. This model affords detailed insights into the individual risk profiles
of HypoVereinsbank’s corporate and service divisions, on the basis of
which we are able to further optimize our risk management procedures.

Focuson In the past, financial institutions have experienced spectacular losses
operational risk often attributable to the rising complexity of products and processes and
the increasingly dynamic pace of change in the banking industry.

Against this backdrop, bank regulators are paying closer attention to
operational risk in general and the allocation of regulatory capital to cover
it in particular. The growing interest on the part of regulators, combined
with our own genuine interest in this matter, reveal how important it is for
us to properly manage and control our operational risks.

Operational Risk Control, established for precisely this purpose at the
beginning of 1999, focused its attention in 2000 on the following priorities:
-raising employees’ awareness of operational risk in all Bank units;
-developing the organizational framework for operational risk manage-
ment and control;
—qualitative evaluation of management and control processes; and
-devising an early warning system for operational risks.

We believe that, as a result of this work, we are well prepared to face the
challenges of the next few years.

Basic principle: For operational risks, as for the other risk types, the principle of separat-
o??f:éocr;a;tsriﬁnmlon ing the functions of risk management and risk control is strictly observed.
risk management At the current stage of development, one of the main tasks of Risk Control

is to develop quantitative and qualitative measurement methods and
establish an independent risk measurement capability.

Risk Management, on the other hand, is responsible for managing opera-
tional risk, including the adoption of measures to reduce, prevent, or
insure these risks. This work is performed by the competent risk man-
agers in our operating units.
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Quantitative criteria

Last year, we developed an operational risk framework allowing for com-
plete, comprehensive control and management of these risks. This frame-
work clearly defines the division of responsibilities between management
and control and establishes an interdivisional Operational Risk Committee
as an additional element of the organizational structure. It also defines
the duties of an Operaticnal Risk Manager for each division, responsible
for implementing, in close cooperation with Risk Control, the measure-
raent standards and reporting requirements in the divisions.
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New: Operational Risk Manager

The quantification of operational risk is still in the early stages of develop-
ment industry-wide. Although it is true that the risk figures calculated

for operational risk are less certain than for more familiar risk types and
are hardly comparable from one institution to another, we nonetheless
believe that it makes sanse to incorporate these risks into our overall risk
evaluation system internally at this early stage, in order to ensure ade-
quate, risk-adjusted management.




Qualitative criteria

Application of results

To quantify this risk, we employ an actuarial model of the type used for a
long time in the insurance industry to assess portions of the risks being
considered. Other banks, too, consider this method to be state-of-the-art
and very promising.

Since being created in 1999, the database for this work has been continu-
ally updated and improved, in particular by the development of a data
pool. The solid database represents the best possible preparation for the
proposed requirement to establish capital coverage for operational risks
contained in the new consultation paper of the Basle Committee.

Furthermore, we are actively involved in the development of international
data-sharing consortiums, another important source of information
relative to loss experience. Starting in 2001, anonymized data from this
system will be incorporated into our risk measurement procedures.

Our actuarial model also enables us to consider, in addition to purely
quantitative parameters, qualitative factors relatively to the quality of the
processes and the quality of the processes and the internal monitoring
systems in the individual divisions.

We developed a survey-based Control Self-Assessment procedure in 2000
to assess control and process quality, and introduced it in the relevant
units of HypoVereinsbank. The tool assigns quality scores on the basis of
individual risk profiles. Besides being useful for quantitative analysis,
these scores also convey a quick, comprehensive picture of the risk situa-
tion in the divisions and the action plans undertaken to minimize their
risks. It is therefore an important element of the Bank’s early warning
system for detecting serious risks. In the context of its risk-oriented audits,
Group Audit plays an important role in validating the self-assessment

of the divisions. The tool is also capable of performing plausibility checks
on the basis of inputted indicators.

As with the other risk types, the value-at-risk figures for operational risk
are an integral part of the risk capital allocated to each division.

The need to earn an internal return on the risk capital allocated for opera-
tional risk, the increased transparency of information regarding the
quantity, amount and distribution of risks and the assigned quality scores
all serve to raise the awareness of operating personnel for the importance
of these risks. They deliver an incentive for improving process and control
quality. By means of internal comparison, moreover, best-practice exam-
ples can he identified, quality deficits recognized and the status of control
over given risk types characterized.




The operational risk management and control system is just as important
for the early detection of potential risks, in time namely to assess their
importance and their possible impact on the corporate group. Over the
next few years, therefore, we will strive to instill a culture of risk aware-
ness throughout the Group pertinent to operational risk. Another impor-
tant factor contributing to the early detection of weaknesses and the
cerivation of appropriate risk management measures is the close cooper-
ation between the risk control unit and the corporate and service divisions
for purpeses of explicitly defining and delineating risk categories and
creating a database for information related to loss experience. . .

Management of The risk managsment urits at the Bank’s corporate and service divisions

operational risk Co ) . . o agen . s qe
manage operational risk by means of numerous activities, including the
tollowing:

~Devising clear strategies for dealing with operational risks.

~Maintaining an extensive internal control system for the Bank’s business
processes, continuously adapting it to accommodate changing conditions.

~Timely reporting of operational risks to senior management by way of
various management information systems; periodically computing quality
ratios and developing action plans on this basis.

- Legal risks:
Our Group Legal Depertment is responsible for managing the legal risks
associated with all types of business conducted by the Bank. Organiza-
tional changes rendered necessary by changes in the law and court
decisions are implemented promptly. Documentation risk is monitored
centrally and locally.

No significant risks to the existing business arose in 2000 in connection
with legislative changes and high court decisions. New legal precedents
relating to the computation of prepayment and non-acceptance penalties
for fixed-interest loans will have only a minor impact.

The management of legal risks also entails identifying potential legal con-
flicts at an early stage of their development and bringing about conflict
resoluiions on a general level or in specific cases. In its disputes with
customers or third parties, the Bank always strives to reach an amicable
settlement. Insofar as ccurt proceedings were nonetheless unavoidable
last year, the courts ruled in favor of the Bank in the vast majority of
cases, including those which customers brought against the Bank in con-
nection with real estate _oans brokered by external sales agents. Neither
these disputes nor any others with customers or third parties give rise to
any particular legal risk for the Bank.

—IT risks:
After the short-lived system availability problems experienced in 1999
due to ihe heavy merger-related workload, the original service levels were
successtully restored in 2000.




In the highly critical area of IT operations, we systematically audited
production risks and optimized our systems to reduce the incidence of
operational risks:

-We introduced preventative measures and instituted a detailed crisis
management plan to prevent or contain system failures, seriously defec-
tive data processing and longer-lasting service interruptions in customer-
relevant systems (such as online banking and automated teller machines).

—~We implemented numerous service management procedures with the aim
of detecting, analyzing and correcting defects as quickly as possible, and
reached agreement on concrete service levels.

~We optimized emergency procedures and restart processes, so that we can
restore system availability as quickly as possible in the event of contingen-
cies (i.e., catastrophes).

Developments in 2001 We took numerous steps to establish an adequate system of operational
risk management in 2000 and we intend to build on this work in 2001.
High priority is being afforded to the implementation of an expanded
organizational structure (Operational Risk Committee, Operational Risk
Manager). Furthermore, our reporting rules need to be formulated with
greater precision and rigorously implemented. The Control Self-Assess-
ment will be further developed and adapted to accommodate the special
conditions prevailing in the various divisions. As part of this work, supple-
mentary indicators will be set up in the relevant systems to aid in verify-
ing the plausibility of submitted self-assessments. We plan to broaden our
data sources and materially improve the risk measurement database by
tightening the reporting requirements and possibly participating in inter-
national data consortiums.

e) Business risk

Business risk is defined as adverse, unexpected changes (meaning against
the calculated trend) in business volume and/or margins that cannot be
attributed to other risk types. Both types of changes can lead to serious
revenue losses, thereby diminishing the market value of a company. Busi-
ness risk is caused by a substantial deterioration of market conditions or
unexpectedly strong competition.




Measurement
methods refined

Portfolio

management

In the course of the year, we have continuously refined the methods we
employ for meesuring business risks. We calculate this risk type on the

- basis of historical income and cost volatilities, with due consideration paid

to correlation effects.

As part of its mission, each corporate division is implicitly responsible for
the operational management of its business risk. The best means of
accomplishing this goal is the effective management of income and costs.
We are employing a uniform, Bankwide profit center report, as well as
division-specific control instruments and management information sys-
tems.

f) Risks arising from the Bank’s own real estate portfolio

We determine the risks of the Bank’s own real estate portfolio by applying
the value-at-risk method based on the market values of the real estate and
the fluctvations to which they are subject. The market value volatilities
are calculated separately for each region with the aid of historical experi-
ence data collected internally, as well as external data.

g) Risks arising from the Bank’s shareholdings/financial investments

We monitor the market price fluctuation risk of our shareholdings and
investments in listed and unlisted companies, the most important of
which being our major financial holdings such as Allianz and Munich Re.

The methods applied to measure the value-at-risk and determine the risk
capital are similar to those applied for equity trading positions. Given the
long-term investment character of these holdings, however, we apply

average annual prices to determine volatilities. In the case of investments
in non-listed companies, we measure the volatility with reference to suit-

-able sector indexes.

Portfolio management of our shareholdings and investments is handled
by the Greup Board of Managing Directors on the basis of the strategic
goals established in line with the overarching strategy of the Bank of the
Regions. The Board also tekes profitability considerations into account
and carefully weighs the possible opportunities against the estimated
risks. Investment and divestment decisions are rendered on the basis of
informration supplied by the various relevant departments, much of which
is gleaned with the aid of our extensive collection of risk control instru-
ments.

h) Strategic risk

Strategic risk results from the fundamental management decisions
adopted with regard to the Bank’s positioning in the market on the basis
of its estimation of current and future trends. It is not possible to collate
and control a bank’s strategic risks using quantitative methods. These
types of risks are best hendled by way of rigorous follow-up and constant
control of strategically important projects, and by means of flexible, inno-
vative action and reaction to market trends.




Consolidation in the
banking industry/
integration risks

Realignment of the
banking process

The continuing process of consolidation in the banking industry, both
nationally and internationally, not only creates opportunities but also
harbors the general risk that we, as a player in this highly competitive
process, will be forced into a passive role, as opposed to an active one.

By pursuing our nuanced strategy as the Bank of the Regions and by suc-
cessfully engaging in profitable business lines, we intend to preserve our
role as an influential player in the restructuring of the German and the
European banking industry.

All the same, the task of bringing complex organizations together, as in
the case of corporate mergers, for instance, always entails integration
risks which can manifest in the form of technical, personnel-related or
corporate culture problems.

The pending merger of HypoVereinsbank with Bank Austria is the
second major challenge of this kind that we are facing, after the merger of
Vereinshank and HYPO-BANK.

Based on the experience that both institutions have acquired from having
integrated numerous banks, we believe that we are well-equipped to
successfully master the challenges of the coming merger. With regard to
the integration of Bank Austria, for instance, personnel decisions related
to the highest management level were adopted already before the end of
2000, with the greater part of the remaining staffing decisions to be com-
pleted in the first quarter of 2001. The legal merger of the two national
companies is expected to be completed on schedule by the end of 2001,
and the business reorientation of these entities is already in the phase of
operational implementation.

The process of consolidation in the international banking industry is
ultimately being driven not only by concentration in the financial services
sector, but also, more generally, by the realignment of the entire banking
process. New communication technologies are making it easier for banks
to dissect the value chain, selling products and services either through
independent third-party sales agents or purchasing such products and
services from third parties for the banks’ own selling operations. Prime
examples of this trend can be seen in our decision to sell third-party
investment funds and the establishment of the Financial Markets Ser-
vice Bank as a transaction bank for clearing securities orders for the
Group’s own banking subsidiaries and for outside banks. Our goal at
HypoVereinsbank is to focus to a greater degree, also in our production
operations, on those business lines in which we enjoy advantages of scale
and competence, enabling us not only to offer superior products and
services to our own customers, but also to distribute them through third-
party sellers. The strategic risk inherent in this approach lies in the
selection of the right business lines and the rigorous implementation of
what is deemed to be the correct business model.
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Internet and
e-business

Real estate finance

The explosive develcpment of the Internet represents yet another signifi-
cant factor influencing our business activities. Many of our customers

will gradually change over to electronic distribution channels, but no one
today can reliably predict how fast or completely this development will
take place, and therefore how quickly and to what extent the core business
in the branches will be endangered. We are anticipating this development
by systematically refining our multi-channel concept to provide greater
quality and convenience in telephone and online banking. We have set up
a five-point prograrn with this in mind:

1. We are adding a new customer service center in Saxony to deal with
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direct saies and hotline queries.

. We are expanding online banking by relaunching our Internet offering.

. We are extending mabile banking and deploying cutting-edge technology.
. We are acceleraiing transaction and decision-making processes.

. We are launching a skills offensive in our branches offering advice-heavy

services.

At the same time, we are looking to increase the flexibility of our branch
network and expeact to consolidate 10-15% of our 1,100 or so offices in
Germany over the next twelve months.

Within our innovative, multi-optional sales concept, we offer our customers
a free choice of sales channels and simultaneously guarantee all-around
service.

Besidss represening a new distribution channel for our core business, the
Internst also opens up entirely new business opportunities — both in
financial services and in related business sectors. Indeed, we want to take
full advantage of the cpportunities of these new business lines and long-
term trends, but we a:so want to limit the associated risks. Therefore, we
venture into new business areas only when they would appear to satisfy

a genuine need of customers and when we can bring our core competence
to bear. To the extent that other skills are required, we seek to collaborate
with competent partners. Furthermore, such an investment must also
satisfy the criteria of conventional investment analysis (discounted cash
flow), as we do not consider alternative methods such as revenue multi-
ples to be a sound basis for making realistic decisions of this type. Thus,
we tend to make relatively few investments, but they are well researched
and extensively supportec by all areas of the Bank. This work is per-
formed by a separate organizational unit, “Markets & Alliances”, under
the aegis of our Webpower project. (See also the section on Internal
Services ir: the Consolidated Financial Statements and Outlook.)

When identifying and managing the strategic risks inherent in our real
estate financing business, we place special importance on the analysis of
current and future trends in our target markets. At HypoVereinsbank,
this work is handled by a team of specialized experts drawn from the real
estate appraisal and constiting sector. This team develops and actively
employs not only classical instruments of market analysis but also in-
creasingly complex forecast models as well.




In the domestic market, the elimination of government subsidies is
expected to exert an adverse effect on our business. Investment spending
in the area of residential housing construction is most likely to contract
over the next few years, although the situation will differ markedly from
region to region. As a general trend, the focus of activity will increasingly
shift away from new construction and towards modernization and remod-
eling investments. The market for commercial real estate, on the other
hand, is essentially on the rise, although here a certain east-west gap can
still be observed. The relevant markets have become much more volatile
as a whole.

On the international stage, developments will be mixed. Certain markets
in Central Europe and the still rather undeveloped markets of Southern
and Eastern Europe harbor excellent development prospects. In the
United States, on the other hand, early signals are indicative of an eco- ,
nomic downturn.

To meet the challenges posed by the future market environment, the Real
Estate Customers and Real Estate Finance division is pursuing a strategy
of active portfolio management based on quality-oriented growth and
greater diversification of the portfolio structure by means of exploiting
opportunities in selected, lucrative foreign markets.

The potential risks of this approach will be addressed by means of a
restrictive lending policy based on clearly defined Groupwide standards,
concentration on counterparties with first-class credit ratings in accor-
dance with the return-on-equity targets established for the entire Bank,
the employment of an internal credit quality analysis system specifically
designed for real estate finance customers, and finally by means of com-
prehensive, active quality management. All these measures are aimed to
gradually reshape the risk profile of our business in line with our strategic
intentions. Finally, the continued development of new areas of competence
and business opportunities in the field of real estate investment banking
will further enhance our ability to manage the risks associated with
conventional real estate financing and contend with the volatilities of
these markets.

Within the framework of the Real Estate Lead Competence initiative
announced to the public in the autumn of 2000, the aim of which is to
strengthen the Bank’s core competence in the real estate finance business,
we strive to improve the division’s risk-return ratio with lasting effect, and
thereby bolster our position as a leading European real estate finance
bank. These measures are accompanied by a resolute focus on a profes-
sional clientele, more efficient processes and an efficient cost structure.




Personnel

Yet another strategic risk lies in the fact that the success of financial
institutions depends very much on their ability to recruit and retain quali-
fied employees, both for managerial and specialist positions. Under the
pressure of demographic, economic and business trends, the labor market
for qualified eraployees is becoming tighter.

'In light of this problem, the main risk factors relate to the three criteria

employees apply when deciding to join or remain with a company: its
corporate culture, whether the work is appropriately challenging, and
whether it offers a cornpetitive compensation package. At HypoVereins-
bank, these issues are seen as crucially important.

Thanks to its clearly defined strategy and its proven ability to pursue this
strategy effectively, HypoVereinsbank today has acquired the reputation
of being one of the most attractive employers in the German financial sec-
tor. The Bank embodies a culture in which performance is encouraged
and rewarded. As an internationally active bank, it is poised to expand its
business in European markets. The challenges entailed by the Bank’s
embitions are .ikely to atiract highly ambitious employees.

Because of its decentralized organization, the Bank offers numerous
positions endowed with significant autonomy and freedom of action. The
Bank places a high priority on systematic personnel development, the
main instrument being the annual employee appraisal process. At this
meeting, supervisor and employee not only discuss and reach agreement
on specific goals, but they also explore the employee’s short and medium-
term career development possibilities.

With respect to its compensation system, HypoVereinsbank is both pro-
gress:ve and innovative. All employees are eligible for a bonus, calculated
on the basis of clearly defined rules, in relation to their performance.
Employees in key positions are increasingly being offered the chance to
participate in a long-term incentive program, which not only cements
their loyalty to the Bank, but also enables them to have a share in the suc-
cess of their division and the Bank as a whole. Finally, we offer flexible
working conditions which enable our employees to balance their careers

‘with their family lives on a permanent basis.

By increasing the percentage of trainees in the Bank, and by means of sys-

tematic continuing education, which is provided by the Bank’s own train-
ing institution, HVB Akademie, we prepare employees geared to achieve
the right potential for positions in the Bank, and also provide them with
ongoing educaticn after they are hired.

On the whole, therefore, we believe we are well-positioned to continue
recruiting skilled people in sufficient numbers to secure the future success
of the Bank.




Risk management
based on risk-return
considerations

4. SUMMARY

The assumption of risk is an integral aspect of any business activity.
Although risks pose a threat to business success, they are also the indis-
pensable prerequisite for attaining such success. At HypoVereinsbank, the
conscious, controlled assumption of risk forms an integral part of the
Bank’s overall corporate management system based on risk-return con-
siderations, the goal of which is to ensure successful shareholder value
management.

To this end, the Bank maintains a comprehensive system of risk identifi-
cation, measurement, monitoring and management. Regardless of where
they occur in the Group, our risks are classified by clearly defined risk
types and measured with comparable methods and uniformly established
parameters (e. g., confidence level of 99%). By aggregating all these risks
and risk areas, we can represent the Bank’s total risk, which is regularly
compared against the capital available to the Bank to support this risk.
Furthermore, the rigorously consistent system of measuring risk forms
the basis for Groupwide risk capital allocation to cover unexpected losses.

Our risks are quantified and monitored on a continuous basis by an orga-
nizationally independent, neutral Group Risk Control unit reporting
directly to the Board of Managing Directors. The risk management units
in the corporate and service divisions are responsible for the operational
management of their risks.

The methods and systems we employ to measure and manage our risks
are highly sophisticated and effective, and therefore fulfill all relevant
legal and regulatory requirements. Thus, we are well prepared for future
regulatory developments of the type anticipated in the new consultation
paper recently prepared for purposes of reforming the Basle Capital Ade-
quacy Convention.

Besides advanced measurement methods and systems, however, the Bank
relies on the conscious understanding and execution of risk-return con-
siderations throughout the Bank as a prerequisite for the professional
assumption and management of risks. Therefore, we have firmly anchored
the joint consideration of earnings and risk in our business processes and
management systems. In this way, we provide the basis for efficient cor-
porate management and successful value management.




BALANCE SHEET.
AT DECEIVIBER 31, 2900

ASSETS ! _ : :
Dec. 31,2000 Dec. 31,1999
€ millions € millions € millions
1 Cashreserve

a) cash on hand 431 504
b) balances with central banks : 1,219 853
) L 1,650 1,357

including: with Ceutsche Bundesbank
€1,083 million (708)

2 Treasury blls and other bills eligible
for refinancing with central banks

a) Treasury bills and zero-interest

treasury notes and similar securities issued
by public authorities 22 8
including: eligible for refinancing with

Deutsche Bundesbank

€— miilion (=)
b) bills of exchange 226 417
248 425

including: eligible for refinaacing with
Deutsche Bundesbank
€226 million (417)

3 Placements with, and loans advances to, other banks

a} repayabie on demand 10,432 8,140
b) other loans and advances 36,452 31,874
46,884 40,014
including: mortgage loans )
€24 million (22)
municipal loans
€1,344 million (1,775)
4 Loans and sdvances to customers ) 203,494 195,717
including: _mortgage loans ' . .
€109,609 million (108,441)
municipal loans
€22,886 million (25,051)

other loans secured by

real-estate liens
€7,858 million (9,057)

Amount carried forward: 252,276 237,513




LIABILITIES

Dec. 31,2000 Dec. 31,1999
€ millions € millions € millions € millions
1 Amounts owed to other banks
a) repayable on demand 12,462 10,406
b) with agreed maturity dates or periods of notice 62,728 53,010
75,190 63,416
including: registered mortgage bonds in issue
€3,329 million (3.442)
registered municipal bonds in issue
€1,129 million (1,310}
bonds given to lender as
collateral for funds borrowed:
registered mortgage bonds
€23 million (38)
and registered municipal bonds
€40 million (46)
2 Amounts owed to other depositors
a) savings deposits
aa) with agreed period of notice of three months 8,490 10,524
ab) with agreed period of notice
of more than three months 335 417
8,825 10,941
b) registered mortgage bonds in issue 17,973 17,430
c) registered municipal bonds in issue 6,241 6,603
d) other debts
da) repayable on demand 22,612 22,209
db) with agreed maturity dates or periods of notice 40,365 32,188
62,977 54,397
96,016 89,371
including: bonds given to lender
as collateral for funds borrowed:
registered mortgage bonds
€800 million (806)
and registered municipal bonds
€476 million (531)
Amount carried forward: 171,206 152,787
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ASSETS ; T : -

Dec. 31,2000 Dec. 31,1999
€ millions € millions € millions € millions
Amount broughi forward: 252,276 237,513
5 Debt securities and cther
fixed-income securities
a) money Liarket paper -
aa) issued by public authorities 3,105 22
inclucing: those eligibls for collateral for
Deutscha Bundesbank advances: €— milion (5)
ab) issued by other borrowers 2,400 178
5,505 200
including: thdse eligible for collateral ot ' )
Dautscha Bundesbank advances: €119 million 2)
b) bonds and notes
ba) issued by public authorities 14,452 14,704
including: those eligibls for collateral for
Dzutsche Bundesbank advances:
€7,043 rzillion (13,779)
bb) issued by otlier borrowers 25,413 23,664
39,865 38,368
including: those eligibla for collateral for
Dsutsche Bundesbank advances:
€11,019 million (7,895)
¢) own debi securitias 5,589 4,598
50,959 43,166
nominal value €5,393 million (4,439)
6 Equity securities and other variable-yield securities 10,572 8,962
7 Participaticz interests 1,798 1,502
including: in banks
€3¢% million (262)
in financial service institutions
€— million (4)
8 Shares in affiliated companies 13,734 6,400
including: in banks
€11,757 million (4,573)
in financial sexvice institutions
€156 million (15)
9 Trust assets 32 34
including: loans granted cn a trust basis
€14 million (16)
Amount carried forward: 329,371 297,577




LIABILITIES

Dec. 31,2000 Dec. 31,1999
€ millions € millions € millions € millions
Amount brought forward: 171,206 152,787
3 Liabilities evidenced by paper
a) debt securities in issue
aa) mortgage bonds 31,867 32,383
ab) municipal bonds 17,071 18,356
ac) other bonds 77,240 71,937
126,178 122,676
b) other liabilities evidenced by paper 733 729
126,911 123,405
including: money market paper
£€— million (—)
acceptances and promissory notes
€733 million (729)
4 Trust liabilities 32 34
including: loans taken out on a trust basis
€14 million (16)
5 Other liabilities 5,054 3,323
6 Deferred income
a) from issuing and lending operations 980 1,136
b) other 266 229
1,246 1,365
7 Provisions
a) provisions for pension fund
and similar obligations 1,129 1,050
b) tax provisions 485 285
c) other provisions 1,454 1,458
3,068 2,793
8 Special reserve item 96 128
9 Subordinated liabilities 9,677 8,039
10 Participating certificates outstanding 768 1,016
including: those due in less than two years
€257 million (504)
Amount carried forward: 318,058 292,890




ASSETS

Dec. 31,2000 Dec. 31,1999

€ millions € millions € millions

Amount brought forward: 329,371 297,577
10 Compensation claims against public authorities

including debentures received in exchange — -

11 Property, plant and equipment 1,096 1,188

12 Treasury stock — —

nominal value €— million (=)

13 Other assets 4,752 4,808

14 Deferred tax assets 185 152

15 Prepaid exg2nses

a) from issuing and lending operations 434 416

b) other 479 237

913 653

Total assets 336,317 304,378




LIABILITIES

Dec. 31,2000 Dec. 31,1999
€ millions € millions € millions € millions
Amount brought forward: 318,058 292,890
11 Special fund for general banking risks 200 200
12 Shareholders’ equity
a) subscribed capital 1,607 1,265
divided into:
520,935,101 shares of common bearer stock
14,553,600 shares of registered non-voting
preferred stock
b) additional paid-in capital 13,228 7,146
¢} retained earnings
ca) legal reserve 56 56
cb) reserve for treasury stock — —
cc) other retained earnings 2,712 2,462
2,768 2,518
d) profit available for distribution 456 359
18,059 11,288
Total liabilities and shareholders’ equity 336,317 304,378
1 Contingent liabilities
a) contingent liabilities on rediscounted
bills of exchange credited to borrowers — —
b) liabilities under guarantees and
indemnity agreements 21,949 20,895
c) contingent liabilities on assets pledged
as collateral for third-party debts — —
21,949 20,895
2 Other commitments
a) commitments from the sale of assets
subject to repurchase agreements — —
b) placing and underwriting commitments — —
c) irrevocable lending commitments 43,197 50,866
43,197 50,866




STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 2000

EXPENSES | 5 S RS
2000 1999
€ millions € millions € millions € millions
1 Interest payable - 14,906 - 13,562
2 Fees and commissions payable 240 228
3 Net loss on financial operations — —
4 General admiinistrative expenses
a) personr:l expense
aa) wagas and salaries 1,301 1,255
ab) social security costs and expenses for
pensinns and other employee benefits 416 399
1,717 1,654
including: for pensions
€215 millicn (187)
b) other adrinistrative expenses 1,034 1,097
2,751 2,751
5 E-commerce expenses 102 —
6 Depreciatio: and amoriization on property,
plant and equipment, aad intangible assets 260 252
7 Other operaiing expenses 130 174
8 Write-downs on loans and securities
and additiors to loan-loss provisions 1,679 3,182
9 Write-downsz on participating interests,
shares in affiliated companies. and
investment securities — —
10 Expenses from absorbed losses 108 225
11 Transfers to special resecve item — 128
12 Extraordinary expenses 117 276
13 Taxes on income 212 168
14 Other taxes, unless shown under
‘Other operzting expenses’ 17 17
15 Net income 706 559
Total expenses 21,228 21,522
1 Netincome 706 559
Transfers to retained earnings
a) tolegalreserve — —
b) toreserva for treasury stock — —
¢) toother retained earrings 250 200
250 200
3 Profit available for distribution 456 359




INCOME

2000 1999
€ millions € millions € millions
1 Interest income from
a) loans and money market operations 14,920 14,742
b} fixed-income securities and
government-inscribed debt 2,257 1,817
17,177 16,559
2 Current income from
a) equity securities and other variable-yield
securities 166 123
b) participating interests 60 70
c) shares in affiliated companies 826 652
1,052 845
3 Income earned under profit-pooling
and profit-and-loss transfer agreements 35 24
4 Fees and commissions receivable 1,478 1,289
5 Net profit on financial operations 383 307
6 Write-ups on bad and doubtful debts and on
certain securities as well as write-backs of
provisions for credit risks 898 1,606
7 Write-ups on participating interests,
shares in affiliated companies and
investment securities 17 759
8 Other operating income 156 133
9 Income from the release of special reserve item 32 —
10 Extraordinary income - —
11 Income from the release of reserves
pursuant to Section 340f, Commercial Code — —
Total income 21,228 21,522
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Notes

LEGAL BASIS

The financial statements of Bayerische Hypo-
und Vereinshank Aktiengesellschatt (the “Bank”
or “HypoVersinsbank”) for the 2000 fiscal vear
are prepared in accordance with the German
Commercial Code (HGB), the relevant provisions
of the Germean Stock Corporation Act (AktG),
the German Mortgage Banking Act (HypBankG),
and the Regulation Governing Disclosures in
the Financial Statements of Banks and Similar
Financial Institutions (RechKredV).

The Bank is active in all of the sectors served by
commercial and mortgage banks. Therefore,
under Section 24 of the Mortgage Banking Act,
the Bank is required by the Regulation Gover-
ning Disclosures in the Financial Statements of
Banks and Similar Financial Institutions to
supplement the general accounting format with
the items required for mortgage banks.

ACCOUNTING, VALUATION AND
DISCLOSURE

Changes in accounting and valuation methods
as well as disclosure modifications are indicated
for the respective item.

Treasury bills and other bills (asset item 2)
are shown at their cash value, that is, less any
discounted amounts.

Loans and advances {(asset items 3 and 4) are
valued strictly at the lower of cost or market as
stipulated in Section 253 (3) 1, German Com-
mercial Code. The Bank has created specific
loan-loss provisions for all identifiable exposure
to lending risk. Specific loan-loss provisions are
reversed as soon as the value of the loan receiv-
able increases accordingly.




The Bank makes general loan-loss provisions
and sets up reserves for guarantees for loans
where country ratings suggest it is appropriate
to do so. To this end, as at every balance sheet
date, the Bank has updated its loan-loss provi-
sion rates to take account of developments in
the countries concerned. Country-specific loan-
loss provisions are no longer created for short-
term commercial loans with maturities not
exceeding one year, provided there are currently
no payment difficulties. No provisions for loan
losses are created for newly granted loans in
countries included as regional components for
the Bank’s business strategy.

Latent lending risks are covered by global pro-
visions where permitted under local regulations.
When assessing domestic latent lending risks,
the Bank applies the principles of the German
tax regulations allowing financial institutions to
deduct global provisions. Losses for which no
specific provisions have been made are deducted
from global provisions.

Like other loans and advances, mortgage loans
are shown at their nominal values. Differences
between the nominal amount and the actual
amount paid out are included under either
prepaid expenses or deferred income, and
amortized over the period to which they apply.

Securities are shown under the items debt secu-
rities and other fixed-income securities (assets
item 5) and equity securities and other vari-
able-yield securities (assets item 6). Depending
on specific criteria like holding period and
purpose, all securities are classified as held for
trading purposes, as investment securities, or
as held for liquidity purposes (securities treated
neither as investment securities nor as invest-
ment securities). The Bank’s total holdings of
securities at the balance sheet date consist of
45.3% held for trading purposes, 54.5% held for
liquidity purposes, and 0.2% investment securi-
ties. Investment securities, which are only sub-
ject to write-downs in the event of a permanent
reduction in value, are associated with securi-
ties-based loan finance. Securities held for trad-
ing or liquidity purposes are valued, by type of
security, strictly at the lower of the moving aver-

age value or the market price at the balance
sheet date, as provided for in Section 253 (3) 1,
German Commercial Code. Securities held for
trading or liquidity purposes are generally held
as part of portfolios; in such cases, they are
treated in accordance with the valuation-unit
principles (cf. the following notes).

As a rule, transactions involving derivatives,
such as futures, are not reported in the balance
sheet because they represent pending transac-
tions. As hedging or trading holdings, they are
classified according to their purpose although
trading holdings can also perform a hedging
function. Such instruments are valued individu-
ally irrespective of whether they perform a
hedging or a trading function.

The fair and true view principle notably re-
quires commercially proper treatment for deriv-
ative financial instruments, preventing mislead-
ing distortions of earnings. Consequently, the
Bank has established documented, pre-defined
valuation units which are subject to strict pre-
conditions; these are made up of underlying
on-balance sheet transactions (such as fixed-in-
come securities) and associated hedging instru-
ments (such as interest rate swaps) for the same
types of risk. Within the individual valuation
units, the results of valuing the individual finan-
cial instruments are netted. Any residual profit
is disregarded when net income is computed; a
loss is covered by appropriate provisions for
anticipated losses on pending transactions. This
procedure is applied both for the trading port-
folios and normally for the bank book portfolios.

)



Participating interests and Shares in affiliated
companies (asset items 7 and 8) are shcwn at
acquisition cost or — if there is a permanent
reduction in value - at tsie lower value prevail-
ing at the balance sheet date. Where the value
has increased again accordingly, the Bank has
reversed write-downs made in earlier years fol-
lowing the termination of the retention option
for tax reporting ’purpose‘s.

Where the Bank hclds a controlling interest,
profits and losses of partnerships, and dividends
paid by limited or incorporated cormpanies, are
recognized in the year in which they arise.
Interest earned on HypcVereinsbank’s dormant
holding in HypoVereinshank Luxembourg S.A.,
Luxembourg, depends on the latter’s net profit,
and is shown as income for the correspondiag
period.

When disclosing :ncome from writ2-ups on
participating interests, shares in affiliated
companies and investment securities (income
item 7) and write-downs on these investments
(expense item 9), the Bank has exercised the
option allowed under Section 340¢< (2) 2,
German Coramercial Code. The Bank nets cut
the respective expense and income itermns which
also contain the results from the cisposal of
financial assets.

Property, plant and equipment (asset item 11)
is valued at acquisition or production cost and -
insofar as the assets are depreciable - less
scheduled depreciation using the straight-line
method based on their expected useful life. In
such cases, the useful lives are closely related to
the depreciation rules specified in Section 7 of
the German Income Tax Act in conjunction with
the official depreciation tables for equipment.
Minor fixed assets are fully expensed in the
year of acquisition and shown as additions and
disposals in the analysis of non-current assets.
Furniture and office equipment is depreciated
in the year of acquisition pro rata temporis.
Depreciation is taken on leased assets using the
declining-balance method.

Liabilities (liability items 1 to 3 and 9) are shown
on the basis of the actual amount payable. Any
difference between this sum and the issue
amount is carried under deferred income and
amortized as appropriate. However, discounted
liabilities are shown at cash value.

Provisions for taxes, liabilities of uncertain
amount and anticipated losses on pending trans-
actions (liabilities item 7) have been assessed in
accordance with the prudence and due diligence
concept; they cover the anticipated amounts to
be drawn and are stated at nominal values,
provided the regulations governing the balance
sheet do not require discounting. Pension provi-
sions are set up at the highest amount permit-
ted under the relevant tax legislation, in accord-
ance with actuarial principles, by applying an
assumed interest rate of 6% on the future pen-
sion commitment; as provided for in Section 6a,
German Income Tax Act, in conjunction with
Regulation 412, German Income Tax Regulations,
such provisions are based on present values.

In line with the tax requirements, the Bank
allocated a final third to the total to cover the
adjusted amount arising from the mortality
tables revised in 1998.

The timing differences between taxable income
and accounting income are determined in a
statistical working paper. The recent German
Tax Reduction Act has fundamentally altered
the taxation of German corporations and their
shareholders. Starting January 1, 2001, corpo-




rations are to be charged a definitive corporate
income tax rate of 25%, irrespective of whether
the profits are distributed or not. Hence deferred
tax assets and liabilities are measured using a
uniform rate of corporate income tax, including
the solidarity surcharge, of 26.4% and the un-
changed rate of municipal trade tax of 18.2%.
Given the allowance to deduct municipal trade
tax when calculating corporate income tax, this
results in a reduction in the total assessment
rate to 39.8%. Deferred tax assets and liabilities
are netted. The remaining net assets are carried
as deferred tax assets. These relate primarily to
the non-recognition of provisions for anticipated
losses on pending transactions, provisions for
pre-retirement part-time working, and the dis-
counting of provisions required in the balance
sheet for tax reporting purposes.

Net income for the year is not affected by
additional tax-related depreciation allowances
or omitted write-ups.

FOREIGN CURRENCIES

Amounts in foreign currency are translated in
accordance with the principles set forth in Sec-
tion 340h, German Commercial Code. In addi-
tion, the Bank observes the suggestions for cur-
rency translation by banks given in Comment
3/1995 of the German Institute of Accountants’
Expert Committee on Banks. As a result, assets
and liabilities denominated in foreign currency
and spot transactions outstanding at the balance
sheet date are always converted into euros using
market rates applicable at the balance sheet
date. On the other hand, investment securities
with no special cover are translated at the
exchange rate applicable at the time of acquisi-
tion. Outstanding forward transactions are
translated at the forward rate effective at the
balance sheet date.

Earnings arising from the translation of items
affecting the balance sheet and from the valua-
tion of forward contracts at year-end are includ-
ed in the statement of income. Due to the high
rate of turnover, unrealized earnings from out-
standing positions in money transfer operations
are recognized in the period they arise. This
does not give rise to any significant deferments
of earnings. Where it holds strategic currency
positions, the Bank sets up provisions for anti-
cipated losses on pending transactions for
valuation losses. Unrealized valuation gains,

on the other hand, are not incorporated.
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NOTES TO THE BALANCE SHEET

BREAKDOWN BY MATURITY OF SELECTED ASSET ITEMS
. - __._ |

in millions of € 2000 1999
A 3b) Otherloans and advances to banks

with residual maturity of

less than 3 months 26,705 22,699
at least 3 months but less taan 1 year 4,207 4,037
at least 1 year but less than 5 years 4,380 3,736

5 years or more 1,160 1,402

A 4) Loans 2nd advances to customers
with residual maturity of

less than 3 months 22,697 18,556
at least 3 months but less than 1 year 10,659 8,202
at least 1 year but less than 5 years 37,572 30,530 -
5 years or more 118,603 122,824
No fixedt maturiiy 14,063 15,605

A'5) Debt securities and other fixed-income securities.
Amounis due in following ysar 14,528 7,815




BREAKDOWN BY MATURITY OF SELECTED LIABILITY ITEMS
’ . ____________________________________________________________________________________________________________|

in millions of € 2000 1999
L1b) Amounts owed to other banks

with agreed maturity dates or periods of notice

with residual maturity of

less than 3 months 35,870 28,440
at least 3 months but less than 1 year 13,699 12,629
at least 1 year but less than 5 years 7,106 6,432
5 years or more 6,053 5,509

Amounts owed to other depositors
L 2 ab) Savings deposits with agreed period of notice of at least 3 months
with residual maturity of

less than 3 months 8 7
at least 3 months but less than 1 year 119 151
at least 1 year but less than 5 years 208 ' 258
5 years or more — 1

L. 2b) Registered mortgage bonds in issue
L2¢) Registered public-sector bonds in issue
L 2 db) Other debts
with agreed maturity dates or periods of notice

less than 3 months 25,150 21,170
at least 3 months but less than 1 year 3,612 2,774
at least 1 year but less than 5 years 17,600 13,232
5 years or more 18,217 19,045

Liabilities evidenced by paper

L 3 a) Debt securities in issue
Amounts due in following year 54,475 50,289
Liabilities evidenced by paper

L 3b) Other liabilities evidenced by paper
with residual maturity of
less than 3 months 733 729
at least 3 months but less than 1 year — —

at least 1 year but less than 5 years — —

5 years or more — —
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AMOUNTS RECEIVABLE FROM AND PAYABLE TO AFFILIATES AND
COMPANIES IN WHICH PARTICIPATING INTERESTS ARE HELD
. __________ ___________.______________________________________________________ |

in millions of € Affiliates Affiliates Participating Participating
interests interests
2000 1999 2000 1999
Placements with, and loans and advances to, other banks 20,600 17,090 338 278
Loans and advances to customers 7,150 3,583 1,267 1,787
Debt securities 2nd other
fixed-income securities 2,539 2,412 5 7
Amounts owed to other banks 8,452 6,034 376 168
Amounts owed to other depositors 3,645 1,202 200 137
Liabilities evidenced by paper 7,474 6,671 21 13
Subordinated liabilities 902 — — —

TRUST BUSINESS
Trust busiress assets and liabilities break down as follows:

in millions of € 2000 1999
Placements with, and loans and advances to, other banks — -
Loans and advances to customers 15 17
Equity securities.and other variable-yield securities - —_—
Participating interests 17 17
Other assets — —
Trust assets 32 34
Amounts owed io other banks 15 16
Amounts owed io other depositors 17 18
Other liabilities — —
Trust liabilities 32 34

FOREIGN-CURRENCY ASS'ETS AND DEBT
Around 62.3% of the Bank’s foreign-currency
holdings ccasist of U.S. dollars, 10.4% of yen,
and 16.1% of pounds sterling.

The amounts shown represent the eurc squiva-
lents of all currencies. The differences in -
amount between assets and debt are genera’ly
offset by off-balance sheet transactions.

in millions of € 2000 1999
Assets 78,419 56,317
Debt 94,383 64,706




SUBORDINATED ASSET ITEMS

The following balance sheet items contain
subordinated assets:

in millions of € 2000 1999
Placements with, and loans and advances to, other banks 246 150
Loans and advances to customers 70 495
Debt securities and other fixed-income securities 822 1,045
Equity securities and other variable-yield securities 6 36
(thereof: own participating certificates in market-smoothing portfolio 1 21)

MARKETABLE DEBT AND EQUITY SECURITIES

The listed and unlisted marketable securities
included in the respective balance sheet items
break down as follows:

in millions of € Total Total of which: of which: of which: of which:
marketable marketable listed listed unlisted unlisted
securities securities
2000 1999 2000 1999 2000 1999
Debt securities and other
fixed-income securities 50,959 43,166 43,075 41,337 7,884 1,829
Equity securities and other
variable-yield securities 9,527 8.618 9,432 8,589 95 29
Participating interests 781 684 778 681 3 3
Shares in affiliated companies 9,528 2,987 2,548 2,438 6.980 550

55



TREASURY STCCK

At the star: of 2000 and at December 31, 2000,
neither the Bank nor any controlled companies
nor companies in which a majority interest is
held had shares of HypoVereinsbank (treasury
stock) in their portfclios.

The Annual General Meeting of Shareholcers

in May 2000 authorized HypoVereinsbank to
buy and sell, until tke conclusion of the next
ordinary Annual General Meeting, however not
later than October 31, 2001, treasury stock

for trading purposes pursuant to Section 71 (1)
No. 7 of the German Stock Corporation Act. The
acquisition prices must not exceed or undercut
by more than 10% the share’s average standard
price as traded on the Bavarian Stock Exchange
on the thres-consacutive days preceding

each acquisition. The shares acquired and held

for such purposes rmust not exceed 5% of
HypoVereinsbank’s capital stock at the end of
each day.

56| ANALYSIS OF NON-CURRENT ASSETS

—_

— 1

The Bank acquired 566,004 shares of treasury
stock with a view to granting employee and
performance-related shares. The issue price for
these shares of bearer common stock amounted
t0 €61.47 per share. The Bank’s employees and
pensioners acquired a total of 226,364 shares,
and employees and pensioners of Bank sub-
sidiaries a total of 23,303 shares, at a preferen-
tial price of €43.46 per share. The difference
between the acquisition price and the issue
price has been booked as voluntary fringe bene-
fit under wages and salaries. A further 78,981
shares were issued to employees of the Bank as
part of its performance-related compensation
schemes. The remaining holding of 237,356
shares of treasury stock was.sold in April and
December 2000 at an average price of €65.00
per share.

in millions of €

Acquisition/ . Additions Disposals. .

production cost during fiscal year during fiscal year

1 2 3
Property, plant and equipment 2,294 222 295
including: Leased assets 51 — —
Other 28 — —
Acquisition
cost
Participating interests 1,854
Shares in affiliated companies? 13,929

Investment securities

— & [e—— a- - = - PP

Use has been mace of the pos-
sibility of combining amounts
allowed by Section 34 (3),
Regulation Governing
Disclosures in the Finanzial
Statements of Banks and
Financial Instituiions

Brunnen AG intendec for resale
taken over from Porta GmhbH in
1996

¢ Including the shares in Brau und

3 Including gains/losses on foreign

currency translation



To ensure an orderly market in HypoVereinsbank
shares and to facilitate trading as permitted
under Section 71 (1) No.1 of the German Stock
Corporation Act, respectively, and in accordance
with the applicable legal requirements, a total
of 24,844,187 shares of treasury stock were pur-
chased by the Bank and controlled or majority-
owned companies at an average price of €63.67
per share and resold at an average price of
€63.83 per share as part of normal securities
trading. The resulting gains are recognized as
current income. This amounts to the equivalent
of €75 million, or 4.6% of capital stock.

The highest number of shares of treasury stock
held during the year, including shares ear-
marked for employees, was 1,859,950, equiv-
alent to €6 million, or 0.3% of capital stock.

Within the scope of lending operations, the
Bank and its controlled companies or compa-
nies in which a majority interest is held had, in
accordance with Section 71e (1) 2 of the
German Stock Corporation Act, received a total
of 912,122 shares as collateral as of year-end.
This represents an amount of €3 million, or
0.2% of capital stock.

Reclassifications Write-ups Accumulated Depreciation/ Net book value Net book value

during fiscal year3 during fiscal year depreciation/ amortization Dec. 31, 2000 Dec. 31, 1999
amortization during fiscal year

4 5 6 7 8 9

— 2 1,126 260 1,097 1,188

— — 31 3 20 23

— — — — 28 28

Changes Net book value Net book value

+/~1 Dec. 31, 2000 Dec. 31, 1999

- 55 1,799 1,502

~195 13,734 6,400
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PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment includes:

in millions of € 2000 1999
Land and buildings used hy the Bank in its operations 380 383
Furniture and office equipment 686 789
including: Leased assets 20 23

OTHER ASSETS

in millions of € 2000 1999
Collection paper, such as checks, matured debentures, interest and dividend coupons 292 151
Premiums paid on options pending 2,062 1,945
Claims to dividends 600 509
Equalization items for reveluation of tied currency positior:s 611 793
Shares for ressie 274 245
Margin paymerts to EUREX 5 187
Capital investments with li%e insurers 226 202
Claims to tax reimbursements 257 140

PREPAID EXFENSES
This item includes:

in millions of € 2000 1999
Discounts on funds borrewed 413 391
Premiums on armwounts receivable 21 2

ASSETS ASSIGNED OR PLECGED AS SECURITY
FOR OWN LIABILITIES
Assets totaling €17,140 million were assigned
or pledged as security fo> the following liabili-
ties:

|
It

in millions of € 2000 1999

Amounts owed t2 other banks o 15,701 12,404
Amounts owed to other depesitors 1,439 1,995
Liabilities evider.zed by peaper — -
Contingent liabiliiies - —

Assets pledged as security for own liabilities
concern mostly funds of the Kreditanstalt fiir
Wiederaufbau and similar institutions, which
the Bank has issued as loans in compliance with
their conditions.

As a seller under repurchase agreements, the
Bank entered into sale and repurchase trans-
actions for securities with a book value of
€9,679 million. These securities continued to be
capitalized, with the respective compensation
being classified as a liability. For the most part,
they include open-market transactions with
Deutsche Bundeshank and international money
market transactions.

At the balance sheet date, the Bank had pledged
securities worth a nominal €2,141 million as
collateral for transactions with EUREX and with-
CEDEL, Luxembourg, and for obligations to
return securities arising from securities lending
transactions.

In international operations, at year-end €1,363
million worth of assets were pledged by the
Bank to central banks and other institutions in
accordance with local regulations in various
countries.




OTHER LIABILITIES
Premiums received by the Bank as the writer
of foreign exchange, equity and interest rate
options are carried as other liabilities.

in millions of € 2000 1999
Offsetting item for swaps and tied currency positions 447 111
Premiums received on options pending 2,070 1,851
Accrued interest on participating certificates outstanding 59 78
Liabilities from allowances paid to and losses absorbed from subsidiaries 261 257
Liabilities from short securities positions 1,636 778
Liabilities arising from the restructuring of American operations 171 —

Liabilities from short securities positions are
shown under this item for the first time. Last
year, they were carried under amounts owed to
other banks repayable on demand. The prior
year figures have been adjusted to increase
their comparative value.

DEFERRED INCOME
Discounts on amounts receivable shown at
nominal value totaled €940 million.

PROVISIONS
Other provisions include the following items:
.

in millions of € 2000 1999
Provisions for losses on loans and advances 486 548
Anticipated losses on pending transactions 367 348
Provisions for uncertain liabilities 602 562
of which:
Bonus payments on savings plans 31 35
Anniversary bonus payments 62 56
Early retirement payments 51 44
Payments to employees 239 213
Total other provisions 1,455 1,458

£l
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SPECIAL RESERVES

Write-downs on shares in affiliated companies
and participating interests taken in earlier years
have, due to new tax provisions, been reversed
where the value has increased again. Compliant
with Section 52 (16) 3 of the German Income
Tax Act, the Bank had posted €128 million of
this book profit to special reserves in 1999, of
which €32 million was written back as sched-
uled during the year under raview.

SUBORDINATED LIABILITIES

This item includes accrued interest of €189 mil-
lion. The Bank incurred interest expenses of
€547 million-in 200¢ in this respec:.

The borrower cannot be obliged to make early
repayment in the case of subordinated liakilities.
In the event of insolvency or liquidation, sukor-
dinated loans are Or‘l‘ly repaid after all primary
creditors have been reimbursed. For the pur-
poses of a bank’s liable funds as defined under
banking superviscry regulations, subordinated
liabilities are regarded as supplementary or tier
3 capital.

In 2000, no item exceeded 10% of total subcrdi-
nated liabilities.

PARTIC|PATING‘ CERTIFICATES OUTSTANDING

1990 bearer participating certificates,
with options

Nominal value,

restated in € million

securities identification number 802 211

Total participating certificates 256
subdivided into

75,000 at €511.29 (DM1,000) each

42,500 at €5,112.92 (DM10,000) each

The holders of participating certificates are
entitled to arnual interest payments of 9.5% of
the nominal value, with priority over dividend
payments to shareholders. The interest pay-
ment diminishes, without any entitlement to
subsequent payment, insofar as a payout would
result in a net loss for the year.

Redemption is at nominal value, subject to a
participation in losses, on the day following
the Annual General Meeting regarding fiscal
2000. Certificate holders participate in a net

loss for the year through a proportionate de-
crease in the redemption amount to which they
are entitled. This amount is compensated up

to the nominal value from net profits in subse-
quent years.

While the holders of participating certificates
have creditors’ rights, they are not entitled to a
share of the proceeds on liquidation.

The share-purchase options attached to the
participating interests expired on June 30,
1993.
|

1991 convertible bearer
participating certificates,
securities identification number 802 018

Nominal value,
restated in € million

Total participating certificates 1
subdivided into
1,879 at €511.29 (DM1,000) each

6 at €5,112.92 (pM10,000) each

The holders of participating certificates are
entitled to annual interest payments of 9.25% of
the nominal value, with priority over dividend
payments to shareholders. The interest payment
diminishes, without any entitlement to subse-
quent payment, insofar as a payout would result
in a net loss for the year.

Redemption is at nominal value, subject to a
participation in losses, on the day following the
Annual General Meeting regarding fiscal 2001.
Certificate holders participate in a net loss

for the year through a proportionate decrease
in the redemption amount to which they are
entitled. This amount is compensated up to the
nominal value from net profits in subsequent
years.

The share-conversion rights attached to the
participating certificates expired on December
15, 1999.

While the holders of participating certificates
have creditors’ rights, they are not entitled to a
share of the proceeds on liquidation.

For the Bank, participating certificates are
classified as shareholders’ equity in the sense
of Section 10 (7), German Banking Act.



1997 bearer participating certificates, Nominal value,

securities identification number 802180 restated in € million

Total participating certificates 511
subdivided into
1,000,000 at €511.29 (DM1,000) each

The holders of participating certificates are
entitled to annual interest payments of 6.75% of
the nominal value, with priority over dividend
payments to shareholders. The interest payment
diminishes, without any entitlement to subse-
quent payment, insofar as a payout would result
in a net loss for the year.

Redemption is at nominal value, subject to a
participation in losses, on the day following the
Annual General Meeting regarding fiscal 2007.
Certificate holders participate in a net loss for
the year through a proportionate decrease in
the redemption amount to which they are
entitled. This amount is compensated up to the
nominal value from net profits in subsequent
years.

While the holders of participating certificates
have creditors’ rights, they are not entitled to a
share of the proceeds on liquidation.

For the Bank, participating certificates are
classified as shareholders’ equity in the sense
of Section 10 (5), German Banking Act.

G
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SHAREHOLDEES' EQUITY shares of common stock in accordance with
an authorization under the Articles of Incor-

On July 31, 2000, the Board of Managing poration. Performance of the conversion and
Directors approved the requests of two share- the associated amendment to the Articles of
holders to convert their total of 13,524,370 Incorporation were filed in the Commercial
registered shares of common stock into bearer Register on November 3, 2000.

ANALYSIS OF SHAREHOLDERS' EQUITY SHOWN IN THE BALANCE SHEET

in millions of € in millions of €
Subscribed cagpital at January 1, 2000 1,265
Addition from capital increase against non-cash contributions 342
Balance at December 31, 2000 1,607
Additional paid-in capital at January 1, 2000 7,146
Transfer of premiums due to capitil increase 6,082
Balance at December 31, 2000 13,228
Retained earnings
Legal reserve
Balance at January 1, 2000 56
Transfer from net income for the year —
Balance at December 31, 2000 56
Other retained earnings
Balance at January 1, 2000~ 2,462
Transfer from not income fer the year 250
Balance at December 31, 2000 2,712
Profit available for distribution
Balance at January 1, 2000 359
Dividend payou: of HypoVereinsbank for 2000 (359)
Net income 706
Transfer to other retained earnings from net income for the year {250)
Balance at December 31, 2000 456

Shareholders’ equity at January 1. 2000 ‘ 18,059

|

The capital increase against non-cash contribu-
tions was completed in part by using authorized
capital. At December 31, 2000, subscribec
capital, including the increase using corporate
funds, totaled a nominal €1,607 million.




AUTHORIZED CAPITAL
L ________________________________________________________________________________________

Year authorized Original amount Amount remaining Available until
€ millions € millions

2000 450 108 May 3, 2005

2000 150 150 May 3, 2005

The authorized capital from 1999 lapsed as the
result of a resolution adopted at the Annual
General Meeting of Shareholders in May 2000.

CONDITIONAL CAPITAL
L _________________________________________________________________|

in millions of € Dec. 31, 2000 End of period

AGM resolution 2000 300 May 3, 2005

The previous conditional capital from 1999
lapsed as the result of a resolution adopted at
the Annual General Meeting of Shareholders
in May 2000.

HOLDINGS OF HYPOVEREINSBANK AG CAPITAL STOCK IN EXCESS OF 5%
L

in % 2000 1999
BA Holding AG 21.3 —
Allianz AG 13.7 17.4
E.ON AG! 6.6 8.1
Miinchener Riickversicherungs-Gesellschaft AG 51 6.4
Bayerische Landesstiftung — 5.4

. _______________________________________________________________________________________________________________|
1 held by VIAG AG last year

Following the capital increase against non-cash
contribution of a nominal €342 million, BA
Holding AG holds 21.3% of the Bank’s capital
stock. This has reduced the holdings of other
shareholders accordingly, with the interest hold
by Bayerische Landesstiftung falling below 5%.

HOLDINGS PURSUANT TO SECTION 285 NO. 11,
GERMAN COMMERCIAL CODE
The complete list of holdings is filed in the Com-
mercial Register in Munich and can be called up
via the Bank’s investor relations homepage:
www.hvbgroup.com\ir
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NOTES TCO THE STATEMENT
OF INCOME

The condensed statement of incorae is shown
with the Management Report.

BREAKDOWN OF INCOME BY REGION
The following tahble shows a breakdown by
region of =

—interest receivable,

—current income from equity securities and other
variable-yield securities, participating interests
and shares in affilidated companies,

—income earned under profit-pooling and profit-
and-loss transfer agreements,

—fees and commissions receivable,

-other operating income, and

-net profit on financial opsrations.

{

in millions of € 2000 1999
Germany 15,951 15,683
Rest of Europe 2,019 1,985
North America 1,921 1,165
Asia 389 323

BREAKDOWN OF E-COMMERCE EXPENSES
The e-comrnerce expenses totaling €102 million
relate primarily to expenses arising in conjunc-
tion with the sharp rise in the number of online
transactions, and expensas for the extension
of the rango of banking services covered cver
the Internet and for the creation of an Internet
portal offering comprehensive services relating
to real estate.

Similar expenses recorded in the prior year
accrued agzin in the year under review, but were
immaterial. These were niot recorded separately
and are carried under general administrative
expenses.

BREAKDOWN OF OTHER OPERATING INCOME
AND EXPENSES
Other operating expenses includes amounts for
social facilities and personnel costs.

Other operating income includes rental incomé,
gains from sales of real estate, and leasing in--
come totaling €3 million.

The Bank performed significant services for
third parties notably in portfolio and asset
management, and in the brokerage of insurance,
savings and loan contracts, and investment
funds.

Moreover, the Bank again increased consider-

ably its contribution to the “Remembrance, Re-
sponsibility and the Future” German Economic
Foundation Initiative, for which it had created

a provision in 1999.

BREAKDOWN OF EXTRAORDINARY INCOME AND
EXPENSES
Merger-related expenses to fine-tune computer
systems and for a number of integration
measures not completed until 2000 accrued
for the last time in conjunction with the merger
of the former Vereinsbank and the former
HYPO-BANK. Thus the total expenditures for this
merger since 1997 amounts to €670 million.

TAXES ON INCOME
Taxes on income apply mostly to earnings from
ordinary business. The amounts shown for taxes
on income and other taxes have been reduced
by €83 million for tax expenses transferred to
other Group companies.




OTHER INFORMATION

CONTINGENT LIABILITIES AND OTHER FINANCIAL

COMMITMENTS

The following table shows the breakdown of con-

tingent liabilities arising from guarantees and
indemnity agreements totaling €21,949 million.

in millions of € 2000 1999
Loan guarantees 3,752 5,820
Guarantees and indemnity agreements 16,765 14,017
Documentary credits 1,432 1,058

Other commitments contains no single items
of significance. Irrevocable lending commit-
ments totaling €43,197 million break down

as follows:

in millions of € 2000 1999
Book credits 38,391 43,802
Mortgage and municipal loans 2,891 3,957
Guarantees 1,645 2,887
Bills of exchange 270 220

Other financial commitments arising from rental,

leasing, and maintenance agreements, relating
particularly to the rental of office space and the
use of technical equipment, total €213 million
each year. The contracts run for standard
market periods and no charges have been put
off to future years.

The Bank has declared its intent to offset, by
means of income subsidies, any losses incurred
by hotel operating companies in which it holds
an indirect majority stake.

As part of real estate financing and development
operations, the Bank assumes rental obligations
or undertakes rental guarantees on a case-by-
case basis to make fund constructions more
marketable ~ in particular for lease funds offered
by the Bank’s H.F.S. Hypo-Fondsbeteiligungen
fiir Sachwerte GmbH subsidiary. Provisions have
been created to cover identifiable risks arising
from such guarantees. The Bank has provided
performance guarantees for the holders of
shares in bond/money market funds offered by
its capital investment subsidiaries.

Commitments for uncalled payments on shares
not fully paid up amounted to €304 million at
year-end 2000, and similar liabilities for shares
in cooperatives totaled €1 million. Under Sec-
tion 24 of the German Private Limited Compa-
nies Act, the Bank was also liable for defaults
on such calls in respect of eight companies for
an aggregate of €20 million. The Bank was co-
founder of a corporation, registration of which
was still pending on the balance sheet date.

Under Section 26 of the German Private Limited
Companies Act and on the basis of its holding
in Liquiditdts-Konsortialbank GmbH, Frankfurt
am Main, the Bank was liable for calls for addi-
tional capital up to €43 million at year-end
2000. In addition, under Article 5 (4) of the
Articles of Incorporation, the Bank is jointly and
severally liable for any defaults on such calls by
member banks of the Association of German
Banks.

At the balance sheet date, the Bank had unlimit-
ed personal liability arising from shares in 10
partnerships. Under Section 5 (10) of the by-
laws of the Deposit Guarantee Fund, the Bank
has undertaken to indemnify the Association of
German Banks, Berlin, against any losses it
might incur as a result of action taken on behalf
of banks in which the Bank has a majority
interest. The Bank has made similar represen-
tations for its mortgage banking subsidiaries

in accordance with Section 3 (1) of the by-laws
of the Deposit Guarantee Fund for Bank-Related
Savings and Loan Associations.



STATEMENT OF RESPONSIBILITY
HypoVereinshank AG ensures that, to the axtent
of its shareholding, the companies set forth
below are in a position to meet their contractual
obligations except in the event of any political

KEY CAPITAL RATIOS

Pursuant to Section 10 (2) of the German
Banking Act, shareholders’ equity consists
of liable funds and tier 3 capital totaling
€29,446 million.

-

risks.

The liable funds consist of core capital (tier 1)
and supplementary capital (tier 1) totaling
€28,391 million. Supplementary capital includes
unrealized reserves pursuant to Section 10

(2b) 1 No. 6 and 7 of the German Banking Act
accounting for €2,533 million. The limitation on
the maximum inclusion of 1.4% of risk assets
was applicable in the present annual financial
statements.

1. Domestic banks L ‘ )
Bankhaus Gebriidder Bethmann, Frankfurt/Main
Bankhaus Maffei & Co. KGaA, Munich

Bayerische Handelsbank AcG, Munich

Direkt Anlage Bank aG, Munich

Financial Markets Service Bank GmbH. Munich
Hanseatische Invesiitions-Bank GmbH, Hamburg
HypoVereinsbank Bulgaria GmbH, Munich
norisbank Aktiengesellschaft, Nuremberg

Niirnberger Hypothekenbank AG, Nuremberg

Stiddeutsche Bodeucceditbank AG, Munich

Vereins- und Westbank Aktiengesellschaft, Hamburg
Vereinsbank Victoria Bauspar Aktiengesellschaft, Munich
Westfalenbank Aktisngesellschaft, Bochum .
Westfdlische Hypothekenbank Aktiengesellschaft, Dortmund
Wiirttembergische Hypothekenbank Aktiengesellschaft, Stuttgart

FUTURES AND OPTIONS CONTRACTS
The Risk Report contains exhaustive information
about the Bank’s futures and options operations,
complete with a breakdown of notional amounts
and counterparties.

2. Foreign banks

Banco Inversién S.A., Madrid

Banco Popular Hipotacario S.A., Madrid

Bank Austria Aktiengesellschaft, Vienna

Bank Przemyslowo-Handlowy $.A., Cracow

Bank von Ernst & Cie. AG, Berne

FGH Bank N.v,, Utrezht

HVB Jelzdlogbank Et., Budapesi

HVB Real Estate Capital France $.A., Paris (formerly BV France)
HypoVereinsbank Fank Hipoteczny SA, Warsaw

HypoVereinsbank (2 a.s., Pragus

HypoVereinsbank Fungaria Rt., Budapast

HypoVereinshank Ireland, Dublin

HypoVereinsbank Luxembourg $.A., Luxembourg
HypoVereinshank Slovakia a.s., Bratislava
Pfandbrief Bank Intecnational $.A., Luxembourg
SKWB Schoellerbank Aktiengesellschaft, Vienna

3. Financial services institu:tions
HVB Finance (Delaware) Inc., Wilmingion
HVB Finanziaria S.p.A., Milan

4. Financial companies

Bayerische Immobiiien-Leasing GmbH, Munich!

Bayerische Immobiiien-Leasing GmbH & Co. Verwaltungs-KG, Munich!
HVB Real Estate Capi:al Ltd., London

WBRM-Holding GmbH, Essen?

5. Companies with bank-related auxiliary services

HypoVereinsFinancs N. V., Amsterdam

Statements of respoasibility 2 50% holding shown uader
given by Bayerische Immobilien ather assets as there is no
Leasing (BIL), subgroup, can be intention to retain long tecrm
obtained from BIL



STAFF
The average number of staff employed was as
follows:
L

2000 1999

Staff (excluding trainees) 23,555 24,137

of which:
full-time 19,778 20,535
part-time 3,777 3,602
Trainees 1,611 1,575

The staff’s length of service
is as follows:
|

in % Women Men 2000
(excluding trainees) Total

25 years or more 12.5 21.0 16.3
15 to 25 years 15.0 17.8 16.3
10 to 15 years 16.3 14.4 15.5
5to 10 years 30.9 21.8 26.8
less than 5 years 25.3 25.0 25.1

EMOLUMENTS

in millions of € 2000 1999

Board of Managing Directors

of HypoVereinsbank 12 10
Supervisory Board of HypoVereinsbank 1 1
Advisory Board of HypoVereinsbank 1

Former members of the Board of
Managing Directors of HypoVereinsbank

and their surviving dependents 13 14

At December 31, 2000, the Bank had pension
provisions for former members of the Board of
Managing Directors and their surviving depen-
dents totaling €78 million (€72 million). These
amounts are shown at the present value com-
puted in accordance with actuarial principles,
subject to necessary adjustment and after
discounting in accordance with Section 6a of
the German Income Tax Act.

LOANS TO EXECUTIVE BOARD MEMBERS

The total amount of loans and advances made
and liabilities assumed at the balance sheet
date was as follows:

in millions of € 2000 1999

Members of the Board of Managing

Directors of HypoVereinsbank 7 7
Members of the Supervisory Board
of HypoVereinsbank 6 9

5



EXECUTIVE BOARDS

SUPERVISORY BOARED

Kurt F. Viermetz
Chairman

Herbert Betz
Deputy Chairmaa

Dr. Richarc Trau:ner
Deputy Chairmaa

Dr. Diethart Breipohl
since January 13, 2000

Heidi Denni

Volker Doppelfeld
Ernst Eigner

Helmut Gropber ‘
Klaus Griinewald
Heinz-Georg Harbauer

Anton Hofer

Dr. Jochen Holzer
until August 31, 2000

Dr. Edgar Jannott
Max Dietrich Kley
Peter Konig
Hanns-Peter Kreuser
Christoph Schmidt
Jurgen E. Schrempp
Dr. Siegfried Sellitsch

~ since January 17, 2001

Professor Hans-Werner Sinn
since January 13, 2000

Helmut Wunder

BOARD OF MANAGING
DIRECTORS

Stephan Bub
since February 1, 2001

Dr. Egbert Eisele

Dr. Stefan Jentzsch
as of May 1, 2001

Dr. Norbert Juchem

Dr. Claus Nolting

since January 1, 2001
Dieter Rampl
Gerhard Randa

since January 1, 2001

Dr. Eberhard Rauch

Dr. Albrecht Schmidt
Dr. Stephan Schiiller
Dr. Paul Siebertz

Dr. Wolfgang Sprissler



LIST OF EXECUTIVES AND OUTSIDE DIRECTORSHIPS

Name

Position

Positions on statutory
supervisory boards of other
German companies

Positions on comparable
boards of German and foreign
companies

Kurt F. Viermetz

Vice Chairman (retired)

J.P. Morgan & Co. Incorporated
Chairman

E.ON AG, Diisseldorf

Grosvenor Estate Holdings, London

Federal Reserve Bank of New York (Member of
the International Capital Advisory Committee)
New York Stock Exchange (Chairman,
International Capital Markets Committee)

Herbert Betz

Employee, Bayerische Hypo- und
Vereinsbank Aktiengesellschaft
Deputy Chairman

BVV Versicherungsverein des Bankgewerbes a.G.
(deputy chairman)
HypoVereinsbank-BKK, Munich

Dr. Richard Trautner

Former member of the Board of Managing
Directors of Bayerische Vereinsbank
Aktiengesellschaft

Deputy Chairman

Aktien-Brauerei-Kaufbeuren AG, Kaufbeuren
(chairman)

Allgduer Brauhaus AG, Kempten

(deputy chairman)

AVECO Holding AG, Frankfurt

ERGO Versicherungsgruppe AG, Diisseldorf
MEA Meisinger AG, Aichach

Rhén-Klinikum AG, Bad Neustadt/Saale

Kraftverkehr Bayern GmbH, Munich
Weltbild Verlag GmbH, Augsburg (chairman)

Dr. Diethart Breipohl

Member of the Supervisory Board

of Alllanz AG and former

member of the Board of Management
of Allianz AG

since January 13, 2000

Allianz AG, Munich

Beiersdorf AG, Hamburg
Continental AG, Hanover
Karstadt AG, Essen

mg technologies ag, Frankfurt
KM Europa Metal AG, Osnabriick

Banco Popular Espanol, Madrid

BPI Banco Portugues de Investimente, Porto
Crédit Lyonnais, Paris (Board of Directors)

Les Assurances Générales de France (AGF), Paris
(Board of Directors)

Heidi Dennl

Employee, Bayerische Hypo- und Vereinsbank

Aktiengesellschaft

Volker Doppelfeld

Chairman of the Supervisory Board of
BMW AG, former member of the Board of
Management of BMW AG

BMW AG, Munich (chairman)

D.A.S. Deutscher Automobil Schutz Allgemeine

Rechtsschutz-Versicherungs-AG, Munich
IWKA AG, Karlsruhe

Bizerba GmbH & Co. KG

Ernst Eigner

Employee, Bayerische Hypo- und Vereinsbhank

Aktiengeselilschaft

Helmut Gropper
Ministerialdirektor in the Bavarian State
Ministry of Finance

Bayerische Eisenbahngesellschaft mbH,
Munich

Gesellschaft fiir den Staatsbediensteten-
Wohnungsbau in Bayern mbH, Munich
(chairman)

Siedlungswerk Niirnberg GmbH, Nuremberg
(chairman)

Klaus Griinewald
Secretary of the Union of Employees in
Commerce, Banking and Insurance (HBV)

Generali Lloyd AG, Munich

Heinz-Georg Harbauer

D.A.S. Deutscher Automobil Schutz

Head of the Bavarian Division of the German Allgemeine Rechtsschutz-Versicherungs-AG,

Union of Salaried Employees (DAG)

Munich

Anton Hofer

Employee, Bayerische Hypo- und Vereinsbank

Aktiengesellschaft

Dr. Jochen Holzer

Former Chairman of the Supervisory Board

of VIAG Aktiengeselischaft
until August 31, 2000

E.ON AG, Diisseldorf
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Name

Position

= E *
Positions cn statutory
supervisory boards of other
German cempanies

Positions on comparable
boards of German and foreign
companies

Dr. Edgar Jannott

Former Chairman of the Managing Board
and member of the Supervisory Board of
ERGO Versicherungsgruppe AG

ERCO Versicharungsgruppe AG, Diisseldorf
Eurohypo AG, Europiische Hypothekenbank
der Deutschen Bank, Frankfurt

Hermes Kreditversicherungs-AG, Hamburg
Salamander AG, Kornwestheim

Schindler Deutschland Holding GmbH, Berlin
STRABAG AG, Cologne

D.A.S. Difesa Automobilistica Sinistri, S.p.A. di
Assicurazione, Verona/Italy
VICTORIA-VOLKSBANKEN Versicherungs-AG,
Vienna, Chairman of the Supervisory Board

Max Dietrich Kley
Deputy Chairman of the Board of Executive
Directors of BASF AG

BASK Coatings AG, Miinster! (chairman)
Gerling-Konzern Speziale Kreditversicherungs-
Aktiengesellschia’t, Cologne

Lausitzer Braunkohle AG, Senftenberg
Maznesmann Demag Krauss-Maffei AG,

Wintarshall AG, Kassel! (chairman)
RWE 2lus AG, Esssn

BASF Innovationsfonds GmbH? (chairman)
BASFIN Corporation, Mount Olive/USA!
Landesbank Rheinland-Pfalz, Mainz
WINGAS GmbH, Kassel!

WIEH GmbH!, Berlin

BASELL, Hoofddorp, Netherlands

Peter Konig
Employee, Bayerische Hypo- und Vereinsbank
Aktiengesellschaft

Hanns-Peter Kreuser
Employee, Bayerische Hypo- und Vereinsbank
Aktiengesellschaft

Pensionskasse der Mitarbeiter der
HypoVereinsbank, Munich

Christoph Schmidt
Employee, Vereins- und Westbank
Aktiengesellschalt

Vereins- und Westbank Aktiengesellschalft,

Jiirgen E. Schrempp
Chairman of the Board of Management
of DairnlerChrysler AG

Allienz AG, Munich
DairnlerChrysler Services AG, Berlin!

DaimlerChrysler of South Africa (Pty) Ltd.1,
South Africa (Chairman of the Board of
Directors)

Freightliner Corporation!, Portland, Oregon,
USA (Chairman of the Executive Committee)
New York Stock Exchange (NYSE), NY, USA
South African Coal, Oil and Gas Corporation
(Sasol) Ltd., Johannesburg, South Africa
Vodafone Airtouch plc, Newbury, UK

Dr. Siegfried Sellitsch

Chairman of the Managing Beard of Wiener
Stddtische Allgernieine Versicherung Ag,
Vienna

since January 17, 2001

Lebensversicherungs-Aktiengesellschaft,
Wiesnaden! (chairman)

InterRisk Versicherungs-Aktiengesellschaft,
Wiesaaden! (chairman)

Allnations Inc., USA

Bank Winter & Co. Aktiengesellschaft, Vienna
(chairman)

Bene Gesellschaft mbH, Vienna
Bohler-Uddeholm Aktiengesellschaft, Vienna
Donau-Allgemeine Versicherungs Aktiengesell-
schaft, Vienna! (chairman)
Montanversicherung Aktiengesellschaft,
Viennal (chairman)

(Osterreichische Unilever Gesellschaft mbH,
Vienna

Siemens Aktiengesellschaft Osterreich, Vienna
UBM Realitdtenentwicklung AG, Vienna
(chairman)

Wiistenrot Wohnungswirtschaft registrierte
Genossenschaft mbH, Salzburg

Professor Hans-Werner Sinn

President of the Ifo Institate for Economic
Research

since January 13, 2000

Helmut Wunder
Employee, Bayerische Hypo- und Vereinshank
Aktiengesellschaft -

HypoVereinshank-BKK, Munich (chairman)

1 Group directorship



BOARD OF MANAGING DIRECTORS

Positions on statutory
supervisory boards of other
German companies

Positions on comparable
boards of German and foreign
companies

Stephan Bub
since February 1, 2000

HVB Capital Corp., New York (chairman)!
HVB Realty Capital Inc., New York
(chairman)!

Schoeller Capital Management AG, Vienna
(chairman)!

Dr. Egbert Eisele

Bayerische Handelsbank AG, Munich!
Internationales Immobilien-Institut GmbH,
Munich (chairman)?

Niirnberger Hypothekenbank AG,
Nuremberg!

Stiddeutsche Bodencreditbank AG,
Munich?

Westfilische Hypothekenbank AG,
Dortmund (chairman)!
Wiirttembergische Hypothekenbank,
Stuttgart (chairman)!

Aufbaugesellschaft Bayern GmbH, Munich
(chairman)!

Bank von Ernst & Cie AG, Berne!

FGH Bank N.v,, Utrecht (chairman)?

HVB Asset Management GmbH, Munich!
HVB Private Clients GmbH, Munich!

HVB Real Estate Capital Ltd., London!?
Pfandbrief Bank International S.A.,
Luxembourg!

Dr. Norbert Juchem

D.A.S. Deutscher Automobil Schutz
Allgemeine Rechtsschutz-Versicherungs-AgG,
Munich

Deutsche Borse AG, Frankfurt

INDEX CHANGE Investment AG,

Munich (chairman)!

Bank Przemyslowo-Handlowy SA, (BPH),
Cracow!

Fordergesellschaft fiir Borsen und Finanz-
mérkte in Mittel- und Osteuropa mbH,
Frankfurt

HVB Asset Management GmbH, Munich!
Hypo (UK) Holdings Limited. London!
Hypo Foreign & Colonial Management
(Holdings) Ltd., London?
HypoVereinsbank Luxembourg S.A.,
Luxembourg (vice president)!

Victoria Kapitalgesellschaft mbH,
Diisseldorf

Dr. Claus Nolting
since January 1, 2001

HVB Informations-Verarbeitungs-GmbH,
Munich!

FGH Bank N.v., Utrecht!

HVB Real Estate Capital Ltd., London®

PBI Pfandbriefbank Luxembourg (chairman)!
SKWB Schoellerbank AG, Vienna!

Dieter Rampl

Bio M Aktiengesellschaft Munich Bio Tech
Development, Planegg (chairman)

Bode AG, Griinwald

Brau und Brunnen AG, Berlin and Dortmund
(chairman)!

Elexis Elektroholding AG, Frankfurt

FAG Kugelfischer Georg Schifer KGaa,
Schweinfurt

Odeon Film AG, Munich

SKW Trostberg AG, Trostherg

Bank Przemyslowo-Handlowy SA, (BPH),
Cracow?!

Bavaria Film GmbH, Munich

Bayerische Immobilien-Leasing GmbH (BIL),
Munich (chairman)!

Blue Capital GmbH, Hamburg!

HVB Asset Management GmbH, Munich!
HVB Private Clients GmbH, Munich!

Hypo Foreign & Colonial Management Ltd.,
London!

MAHAG - Miinchener Automobil-Handel
Haber] GmbH & Co. XG, Munich

Marsh GmbH, Munich

T Group directorship

G
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Positions ou statutory
supervisory boards of other
(«erman companies

Positions on comparable
boards of German and foreign
companies

Gerhard Randa
since January 1. 2001

Allgemeine Baugesellschaft A. Porr AG, Vienna
Austrian Airlines Osterr. Luftverkehrs AG, Vienna
CA-IB Investmentbank AG, Vienna (chairman)!
Creditanstalt Aktiengesellschaft, Vienna
(chairman)?

Interunfall Versicherung AG, Vienna

Magna International Inc., Toronto
Oesterreichische Kontrollbank AG, Vienna
(chairman)

vA Technologie Aktiengesellschaft, Linz

Voith Sulzer Papiermaschinen AG, St. Pélten
(chairman)

Wienerberger Baustoffindustrie AG, Vienna
Wiener Stadtische Wechselseitige Versicherungs-
anstalt Vermogensverwaltung, Vienna

Dr. Eberhard Rauch

ADA-has IT Management AG, Willich
Bionorica Arzneimittel AG, Neumarkt/Opf.
CTE/Bausr AG. Hamburg (chairman)
Direkt Anlage Bank AG, Munich
(cha:rman)!

HVE Informations-Verarbeitungs-GmbH,
Munich (chairman)?!

Infineon Techno:ogies AG, Munich
Kennametal Hertel AG, Fiirth
(chairman)

Koenig & Bauer AG, Wiirzburg
norisbank AG, Nuremberg

{chcirman)?

PlanetHome AG, Munich (chairman)!
Vereinsbark Victoria Bauspar AG,
Munich!

Bank Przemyslowo-Handlowy SA (BPH),
Cracow!

Clearstream International S. A.,
Luxembourg

Dr. R. Pfleger Chemische Fabrik GmbH,
Bamberg

Dr. Albrecht Sckmidt

Allianz AG Holding, Berlin and Munich
Bayecische Handelsbank AG, Munich
(chairman)!

Miinchener Riickversicherungs-Gesellschaft AG,
Muunich

Niiraberger Hypothekenbank AG, Nuremberg
(chairman)!

Siemens Aktiangesellschaft, Berlin and Munich
Stiddeutscke Badencreditbank AG, Munich
(chaizman)?

Vereins- und Westbank AG, Hamburg
(chairman)’

Dr. Stephan Schiiller

Activest Investinentgesellschaft mbH
{chairman)’

Allfonds Bayerische Kapitalanlagegesellschaft
mbH, Munizh (chairman)!

Direkt Anlage Bank AG, Munich!

FSB FondsServiceBank GmbH, Unterfohring
(chairman)’

IND"X CHANGE [nvestment AG, Munich!
Internationales Irnmobilien-Institut GmbH,
Munich!?

norisbank AG, Nuremberg!

PlanatHome AG, Munich

Vereins- und Westbank AG, Hamburg!
Vereinsbank Victoria Bauspar AG,

Munich!

Westfalenbenk AG, Bochum!

Banco Popular Espanol S. A., Madrid
Bank Przemyslowo-Handlowy sa (BPH), Cracow
(chairman)!

Bank von Ernst & Cie. AG, Berne!

Blue Capital GmbH, Hamburg
(chairman)!

BVT Holding GmbH & Co. KG, Munich
HVB Asset Management GmbH, Munich
(chairman)!

HVB Asset Management Inc., New York
(chairman)?

HVB Private Clients GmbH, Munich
(chairman)!

Hypo (UK) Holdings Limited, London
(chairman)!

Hypo Foreign & Colonial Management
(Holdings) Ltd., London!

Pension Consult

Beratungsgesellschaft fiir Altersvorsorge GmbH,
Munich (chairman)!

SKWB Schoellerbank AG, Vienna
(chairman)?

L Group directorship -




Positions on statutory Positions on comparahle
supervisory boards of other boards of German and foreign
German companies companies
Dr. Paul Siebertz Bayerische Immobilien AG, Munich Bayerische Landessiedlung GmbH, Munich
Internationales Immobilien-Institut GmbH, BVV Versicherungsverein des
Munich! Bankgewerbes a. G., Berlin
PlanetHome AG, Munich! HVB Projekt GmbH, Munich (chairman)

Schwibische Bank AG, Stuttgart!

Viterra AG, Bochum

Westfalische Hypothekenbank AG, Dortmund?
Wiirttembergische Hypothekenbank AG,

Stuttgart!
Dr. Wolfgang Sprissler HVB Informations-Verarbeitungs-GmbH, HypoVereinsbank Luxembourg S.A, Luxembourg
Munich! (President)!
Tivoli Grundstiicks-AG, Munich Liquiditdts-Konsortialbank GmbH,
{chairman)! Frankfurt (Likobank)

1Group directorship
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1 Group directorship

LIST OF ERMIPLOYEES. AND OUTSIDE DIRECTORSHIPS

Positions on statutory
supervisory boards of
other companies

Dr. Wolfgang Bassermann

Michael Huber Miinchen (MHM) Holding GmbH, Kirchheim
Ratkgeber AG, Munich

Hans-Frieder Bauer

SpaceNet AG

Daniel Becker

KoCosS Messtechnik AG

Dietmar P. Binkowska

ADS Gesellsciaft fiir Automation AG, Bad Homburg
Cyecs AG, Alsdorf

Dr. Andreas Bohn

Intertainment AG, Ismaning

Rudolf Deschl

Landesgewerbeanstalt Bayern AG, Nuremberg

Eckehard Dettinger-Klemm

SAT Medien AG

Matthias Dienex

Mittelstindische Beteiligungsgesellschaft Sachsen mbH, Dresden

Dr. Peter Ermann

Vereinsbank Vicioria Bauspar AG, Munich!

Gunter Ernst

Brat unc Brunnen AG, Dortmund?

Dyckerhoff AG. Wiesbaden

Giltermann AG, Gutach

Hv2-Offene Untarnehmensbeteiligungs AG, Munich!
Westfalenbank AG, Bochum!

Matthias Gliickert

Oechsler A

Caspar von Hauvenschild

AKA Ausfuhrkredit-Gesellschaft mbH, Frankfurt
SAINT-GOBAIN ISOVER G +H AG, Ludwigshafen

Johann Huber

Karl Ralf Jung -

Loxxess AG, “egernseée
GI Ventures AG ]
HVB-Offene Untecnehmensbeteiligungs AG, Munich (chairman)!

Thomas Karl

Aundicon AG Wirtschaftsprisfungsgesellschaft Munich, Berlin

Giinter Kaupitz

Leipziger Stadtbau AG, Leipzig

Dr. Michael Kemmer

FMIS Financial Markets Information Services GmbH, Munich!
Koéllmann AG. Wiesbaden

Thomas Killius

Hartmana AC, Freiburg

Reinhard Klein

HVB Direkt Gesellschaft fur Direktservice und Direktvertrieb mbH, Munich!

Dr. Alexander Kolb

Wilh. Werhahn-Group, Neuss

Marko Kutter

Gebhard & Schuster Kursmakler AG, Grafelfing

Michael Mendel

HvB-Offene Unternehmensbeteiligungs-AG, Munich!
Schaltbau AG, Munich

Dr. Diether Miinich

Internationales Immobilien-Institut GmbH, Munich!

Josef Paulus

BUL Berghausanierung und Landschaftsgestaltung Sachsen GmbH, Sabrodt

Dr. Hans-Gert Penzel

memIiQ AG, Haar (chairman)
sm-end-2-end.de AG, Munich

Dr. Guido Schacht

AVAG Holding Ac

Jochen-Michael Speek

FMIS Financial Markets Information Services GmbH, Munich (chairman)!
HVE Direkt Gesellschaft fiir Direktservice und Direktvertrieb mbH, Munich!
HVE Informations-Verarbeitungs-GmbH, Munich!

IND®% CHANGE Investment AG, Munich!

RBU R. Boker Unternehmensgruppe AG, Munich

Raymond Trotz Aufvaugesellschaft Bayern GmbH, Munich
Internationales Immobilien-Institut GmbH, Munich?
Hartmut Wagner AGROB AG, Munich?
D.I.%8, Gesellschaft fiir Standortbetreiberdienste mbH, Ottobrunn
Lindrer AG
Lindner Holding xGaa, Arnstorf
Tiveli Grundstiicks-AG, Munich?
Peter Wallner Matino AG, Berlin
Bernhard Weiss Financial Management Group AG
Horst Weissflack Gerhard Meier AG, Regensburg
Udo R. Zill wekM-Holding GmbH, Essen

WcohnBau Rhein-Main AG, Frankfurt



MORTGAGE BANKING

COVERAGE
|

in millions of € 2000 1999

A. Mortgage bonds
Standard coverage
1. Placements with, and loans and advances to, other banks

Mortgage loans 9 15
2. Loans and advances to customers

Mortgage loans 52,280 48,577
3. Property, plant and equipment (land charges on land owned) 250 257

4. Equalization claims on government authorities — —
5. Other assets — —

Other eligible coverage

1. Other lending to banks — —
2. Debt securities and other fixed-income securities 2,623 4,260
3. Equalization claims on government authorities — —

Subtotal 55,162 53,109
Total mortgage bonds requiring cover 52,501 52,363
Excess coverage 2.661 746

B. Public-sector bonds
Standard coverage

1. Placements with, and loans and advances to, other banks 1,295 1,714
Mortgage loans — —
Municipal loans 1,295 1,714

2. Loans and advances to customers 16,178 19,124
Mortgage loans 231 275
Municipal loans 15,947 18,849

3. Debt securities and other fixed-income securities 8,580 6,520

Other eligible cover
Other lending to banks — —_

Subtotal 26,053 27,358
Total public-sector bonds requiring cover 24,297 26,168
Excess coverage 1,756 1,190




MORTGAGE LOANS

Number of 2000 1999
mortgaged € millions € millions
properties
1. Classificatizn of mortgage loans used as ccver for honds
a) By size
up to bM100,000 157,214 5,172 4,879
DM100,000 to  DM1,000,0C0 270,996 29,023 26,597
over . -bM1,000,060 10,40t 18;094 17,116
438,611 52,289 48,592
b) By geographical lacation
Baden-Wiirttembarg 42,459 4,042 3,914
Bavaria 164,842 19,741 18,374
Berlin 12,745 2,725 2,385
Brandenburg 13,817 1,735 1,471
Bremen 1,231 171 174
Hamburg 5,836 1,228 1,166
Hesse 22,962 3,765 3,542
Lower Saxony 18,677 1,844 1,803
Mecklenhurg-Western Pomerania 5,861 701 626
North Rhine-Wesifalia 46,926 5,185 4,943
Rhineland-Palatinate 18,469 1,672 1,610
Saarland 6.015 464 432
Saxony 33,701 4,209 3,761
Saxony-Anhalt 12,914 1,447 1,297
Schleswig-Holstein 16,183 1,499 1,364
Thuringia 15,947 1,847 1,716
438,585 52,275 48,578
Austria 9 2 2
France/Monaco 10 1 1
Luxembourg 1 4 4
Netherlands 6 7 7
438,611 52,289 48,592
c) By type of mortgaged property
Commercial property 15,194 13,946
Resideniial proparty 36,814 34,373
Undevel:iped real estate 198 169
Buildings under consiruction (non-productive) 31 51
Agricultural property 52 53
52,289 48,592
2. Repayments
Scheduled repayments 2,390 2,380
Non-scheduled repayments 2,823 4,870
Repayments oa expiry of fixed-interest period 2,544 1,868
7,757 9,118




of which:
Number of Commercial Residential
proceedings property property
3. Foreclosures and sequestrations
a) Pending at December 31, 2000
Foreclosure proceedings 3,392 230 3,162
Sequestration proceedings 197 31 166
Foreclosure and sequestration proceedings 1,658 242 1,416
5,247 503 4,744
{comparable figures for 1999: 2,944 259 2,685)
b} Foreclosures finalized in 2000 516 36 480
(comparable figures for 1999: 935 55 880)
4. Land takeovers in settlement of loans
Land takeovers in 2000
to avoid losses on mortgage loans!? 1 1 —
(comparable figures for 1999: 1 1 —)

Hncluding rescue takeovers by subsidiaries

INTEREST {N ARREARS
Interest in arrears on mortgages due between
October 1, 1999 and September 30, 2000
totaled €126 million, and a provision for such
was created to the extent required. Arrears
break down as follows:
-

in millions of € 2000 1999
Commercial property 35 40
Residential property 91 97




PROPOSAL FOR APPROPRIATION OF PROFIT
The profii available for distribution shown
in the annual financial statements of
HypoVereinsbank amounts to €456 million
(1999: €359 million). In accordarce with Article
26 of the Bank’s Articles of Association, we
will propcse to the Annual General Meeting of

Munich, March 6, 2001

2AYERISCHZ HYPO- UND VEREINSBANK
AKTIENGESELLSCHAFT

The Board of Managing Directors
Bub Eisele Juchem Nolting Rampl Randa Rauch

Schmidt Schiiller

Shareholders on May 22, 2001 that the profit
available for distribution be used to pay an
advance share in profits of €0.08 on each share
of non-voting preferred stock (totaling €1.2 mil-
lion), and a dividend of €0.85 on each eligible
share of common stock and each share of non-
voting stock.

Siebertz  Sprissler




INDEPENDENT AUDITORS’ REPORT

We have audited the annual financial statements,
together with the bookkeeping system and the
management report of the Company Bayerische
Hypo- und Vereinsbank Aktiengesellschaft for
the business year from January 1 to December
'31, 2000. The maintenance of the books and
records and the preparation of the annual
financial statements and management report in
accordance with German commercial law (and
supplementary provisions in the articles of
incorporation/partnership agreement) are the
responsibility of the Company’s management.
Our responsibility is to express an opinion on
the annual financial statements, together with
the bookkeeping system, and the management
report based on our audit.

We conducted our audit of the annual financial
statements in accordance with § 317 HGB [“Han-
delsgesetzbuch: German Commercial Code”] and
the German generally accepted standards for
the audit of financial statements promulgated
by the Institut der Wirtschaftspriifer in Deutsch-
land (IDW). Those standards require that we
plan and perform the audit such that misstate-
ments materially affecting the presentation of
the net assets, financial position and results of
operations in the annual financial statements in

Munich, March 20, 2001

accordance with [German] principles of proper
accounting and in the management report are
detected with reasonable assurance. Knowledge
of the business activities and the economic and
legal environment of the Company and evalua-
tions of possible misstatements are taken into
account in the determination of audit proce-
dures. The effectiveness of the internal control
system relating to the accounting system and
the evidence supporting the disclosures in the
books and records, the annual financial state-
ments and the management report are exam-
ined primarily on a test basis within the frame-
work of the audit. The audit includes assessing
the accounting principles used and significant
estimates made by management, as well as
evaluating the overall presentation of the annu-
al financial statements and management report.
We believe that our audit provides a reasonable
basis for our opinion.

Our audit has not led to any reservations. In our
opinion, the annual financial statements give a
true and fair view of the net assets, financial po-
sition and results of operations of the Company
in accordance with [German] principles of prop-
er accounting. On the whole the management
report provides a suitable understanding of the
Company’s position and suitably presents the
risks of future development.

KPMG DEUTSCHE TREUHAND-GESELLSCHAFT
AKTIENGESELLSCHAFT
Wirtschaftsprifungsgesellschaft

Wohlmannstetter
Wirtschaftspriifer

Pastor

Wirtschaftspriifer

(Independent Auditors)

In case of publication or transmission of the
financial statements and/or the management
report in a version different to the version
confirmed by us (including translations into

other languages), in so far as our audit opinion
is quoted or our review referred to, a new state-
ment is to be obtained from us. Please refer to

§ 328 HGB.
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Holdings

COMPLIANT WITH SECTION 313 (2) OF THE GERMAN COMMERCIAL
CODE FOR THE CONSOLIDATED FINANCIAL STATEMENTS AND WITH
SECTION 285 (11, 11A) OF THE GERMAN COMMERCIAL CODE FOR
THE ANNUAL FINANCIAL STATEMENTS OF THE PARENT BANK?

Name and registered office Bark Percentage interest Currency Equity capital Net income
Austria’ total of which: in thousands  in thousands

Sect. 16 (4), held of currency of currency

B Stock indirectly : units units

Corporation Act

1. Subsidiaries

11 Consolidated subsidiaries
1.1.1  Banks and financial institutions
1.1.1.1 Domestic banks and financial institutions

Activest Investrnentgesallschaft moH, Unterfohring 100.0 100.0 EUR 5,113 1

Allfonds Bayerische Kapitalanlagegesellschaft mbH,

Munich 100.0 100.0 EUR 8,962 t
Bank Austria Creditanstalt Deutschland AG, Munich X 100.0 100.0 EUR 30,751 3,436
Bankhaus Gebriider Bethmann, Frankfurt/Main® 100.0 EUR 38,603 0
Bankhaus Maffer & Co. hGaA, Munich T 100.0 100.0 EUR 18,630 1,502
Bankhaus Neelmeyer AC, Bremen T 100.0 100.0 EUR 43971 5,113
Bayerische Hazdelsbank AG, Munich 76.6 EUR 458,813 41,808
Direkt Anlage Bank AG, Munich 62.1 EUR 430,248 13,376
Financial Markers Service Bank GmbH, Munich 100.0 EUR 10,226 21
Hanseatische Investitions-Bank GmbH, Hamburg 100.0 66.7 EUR 18,329 1,460
Internationales Immobilien-Institut GmbH, Munick 94.0 EUR 8,100 686
Nordinvest Norddeutsche Investment-Gesellschaft

mbH, Hamburg 100.0 100.0 EUR 15,676 8,978
norishbank Aktiengesellschalt, Nuremberg 100.0 10.0 EUR 137,398 8.295
Nurnberger Hynothekenbank AG, Nuremberg 85.8 EUR 437,496 43,972




Name and registered office Bank Percentage interest Currency Equity capital Net income
Austria’ total of which: in thousands  in thousands
Sect. 16 (4), held of currency of currency
Stock indirectly units units
Corporation Act

Stiddeutsche Bodencreditbank AG, Munich 55.2 EUR 449,837 70,500
Vereins- und Westbank Aktiengesellschaft, Hamburg 75.0 EUR 837,735 65,605

Vereinsbank Victoria Bauspar Aktiengesellschalft,

Munich 70.0 10.0 EUR 62,418 6,549
Westfalenbank Aktiengesellschaft, Bochum 99.8 EUR 170,559 9,934
Westfdlische Hypothekenbank Aktiengeselischalft,

Dortmund 75.0 EUR 386,788 25,160
Wiirttembergische Hypothekenbank

Aktiengesellschaft, Stuttgart 759 EUR 349,940 37,829

1.1.1.2 Foreign banks and financial institutions*
Activest Investmentgesellschaft S.A., Luxembourg 100.0 100.0 EUR 22,972 18,733
Asset Management GmbH, Vienna X 100.0 100.0 EUR 7,490 3,687
Bank Austria Aktiengesellschaft, Vienna X <100.0 EUR 7.826,255 282,049
Bank Austria Cayman Islands Ltd., George Town X 100.0 100.0 uUsD 300,825 32,777
Bank Austria Commercial Paper LLC, New York X 100.0 usD (117,481) (124,804)
Bank Austria Creditanstalt (Schweiz) AG, Zurich X 88.0 88.0 CHF 57,660 4,512
Bank Austria Creditanstalt American, LLC, New York X 100.0 100.0 usb 141,609 (56,290)
subgroup with subsidiaries:

Bank Austria Creditanstalt American Corporation,

Greenwich, Greenwich X 100.0 100.0

Bank Austria Creditanstalt Community

Development, Inc., Greenwich X 100.0 100.0

Bank Austria Creditanstalt Corporate Finance, Inc.,

New York X 100.0 100.0

Bank Austria Creditanstalt Equipment Leasing, Inc.,

Greenwich X 100.0 100.0

Bank Austria Creditanstalt Holdings Corporation,

Greenwich X 100.0 100.0

Bank Austria Creditanstalt Property Corp.,

Greenwich X 100.0 100.0

Bank Austria Creditanstalt SBIC Inc., New York X 100.0 100.0

Bank Austria Creditanstalt Trade Finance Services,

Inc., Greenwich X 100.0 100.0

Baus Funding LLC, Greenwich X 100.0 100.0

CA IB Securities (New York) Inc., New York X 100.0 100.0

Creditanstalt International Advisers Group, Inc.,

New York X 100.0 100.0

Creditanstalt International Asset Management, Inc.,

New York X 100.0 100.0

LB Capital, Inc., New York X 100.0 100.0

LB Credit Corporation, New York X 100.0 100.0

Seffi Property Corporation, Tampa X 100.0 100.0
Bank Austria Creditanstalt Croatia d.d., Zagreb X 80.0 80.0 HRK 295,949 24,764
Bank Austria Creditanstalt Czech Republic a.s., Prague X 78.6 78.6 CZK 3,585,514 538,034
Bank Austria Creditanstalt d.d., Ljubljana X 99.5 99.5 SIT 10,541,882 545,247
Bank Austria Creditanstalt Hungary Rt., Budapest X 90.0 90.0 HUF 25,339,932 6,125,659
Bank Austria Creditanstalt Romania $.A., Bucharest X 100.0 100.0 ROL 202,433,759 7,927,776
Bank Austria Creditanstalt Slovakia a.s., Bratislava X 100.0 100.0 SKK 2,371,666 455,046
Bank Austria Handelsbank Aktiengesellschaft, Vienna X 100.0 100.0 EUR 19,170 2,403
Bank Austria Treuhand AG, Vienna X 75.0 75.0 EUR 781,119 31,572
Bank Austria Wohnbaubank Aktiengesellschaft, Vienna X 90.0 90.0 EUR 13,445 1,268
Bank Przemyslowo-Handlowy S.A., Cracow 86.1 PLN 249,688

2,421,231




Name and rezistered sffice Bank Percentage interest Currency Equity capital Net income
Austria” total of which: in thousands  in thousands
Sect. 16 {4), held of currency of currency
Stock indirectly units units
Corporation Act
Bank von Ernst-& Cie. AG, Berne 100.0 CHF 190,024 59,134
BANKPRIVAT AG, Vienna X 100.0 100.0 EUR 11,848 90
CA Wohnbank Aktiengesellschaft, Vienna T Tx 100.0 100.0 EUR 9,100 110
CA IB Investmentbank Aktizngese:lschaft, Vienna X 100.0 100.0 EUR 27,779 (7,337)
subgroup with subsidiaries:
cAIB d.d., Zagreb X 100.0 100.0
CA 1B Financial Advisers S.A. Bucharest, Bucharest X 100.0 100.0
CA IB Financial Advisers S.A., Warsaw X 100.0 100.0
CA IB Financial Advisors spol. s.r.o., Prague X 100.0 100.0
CA IB Fund Management S.A., Warsaw X 100.0 100.0
CA 1B Infrastruktur Projektberatungs Ges.m.b.H.,
Vienna X 93.0 93.0
CA 1B Investinent Fund Company, Warsaw X 100.0 100.0
CA 1B Investinent Menagement S.A., Warsaw X 100.0 100.0
CA 1B Romania SRL, Bucharest X 100.0 100.0
CA IB Securities (Ukraine) AT, Kiev X 100.0 100.0
CA 1B Securities a.s. 0.c.p., Bratislava X 100.0 100.0
CA IB Securities a.s., Prague X 100.0 100.0
CA IB Securities d.d., Ljubljana X 100.0 100.0
CA 1B Securities Investiment Fund Management Rt,
Budapest X 100.0 100.0
CA 1B Securities Rt., Budapest X 90.8 90.8
CA IB Securities S.A. (Bucharest), Bucharest X 100.0 100.0
CA IB Securities S.A., Warsaw X 100.0 100.0
Equinox Ventures Irvesiment Advisory, Budapast X 81.0 81.0
CAPITAL INVEST die Kapitzlanlagegesellschaft der
Bank Austriz/Creditanstalt Gruppe GmbH, Vienna X 100.0 100.0 EUR 4,417 108
CB Bank Austria Creditanstalt (Russia) ZAO, Moscow X 100.0 160.0 RUB 1,332,689 23,617
Creditanstalt AG, Vienna X 100.0 100.0 EUR 2,438,582 . 334,696
Direkt Anlage Bank (Schweiz) AG, Béch 100.0 100.0 CHF 18,343 6,657
FGH Bank N.v., Utrechr 99.9 99.9
held by
Assumij Beheer B.V., The Hague (holding) 100.0 EUR 308,810 36,286
subgroup with subsidiaries:
FGH Hypo Garant Fonds 1 B.v., Utrecht 100.0 100.0
B.v. Expl. Mij. Gem.sch. Eigendom »E.G.E. XXxlI«,
Amsterdam T 100.0 100.0
B.V. Mij. tot Expl. van 0.G. »Lorentzplein Ill«,
Amsterdam 100.0 100.0
B.V. Vastgoedmij. Ilex VI, Utrecht 100.0 100.0
B.V. Vastgosdmij, llex viIl, Utracht T 100.0 100.0
B.V. Vastgoedmij. llex X, Utrecht T 100.0 100.0
B.V. Expl. Mij.Gem.sch. Eigendom »E.G.E. XX!I¢,
Amsterdam 100.0 100.0
E.F.G. 2 (Expl. Mij. Friesch-Groningsche) B.v., T
Amsterdam 100.0 100.0
G.B.F. Bouw-en Exploitatiemij. 8.v., Utrecht T 100.0 100.0
FGH Expertise B.V., Utracht T 100.0 100.0
Belfries I B.v., Utrecht 100.0 100.0
Goérnoslaski Bank Gospodarczy — Spélka Akcyjna, T
Katowice X 68.7 68.7 PLN 162,761 20,508
HypoVereinsbank Bank Hipoteczny S.A., Warsaw - 100.0 100.0 PLN 159,685 2,317
HypoVereinsbznk CZ a.s., Prague - 100.0 EUR 177,801 27,839
HypoVereinsbenk Hungaria Rt., Budapest 100.0 HUF 18,688,243 1,889,512




Name and registered office Bank Percentage interest Currency Equity capital Net income
Austria’ total of which: in thousands  in thousands
Sect. 16 (4), held of currency of currency
Stock indirectly units units
Corporation Act
HypoVereinsbank Ireland, Dublin 100.0 EUR 511,330 19,660
HypoVereinsbank Luxembourg S.A., Luxembourg 100.0 5.8 EUR 922,140 84,140
HypoVereinsbank Slovakia a.s., Bratislava 100.0 SKK 2,126,366 305,360
JSCB »Bank Austria Creditanstalt Ukraine«, Kiev X 75.1 75.1 UAH 18,832 (4,783)
Pfandbrief Bank International S.A., Luxembourg 100.0 100.0 EUR 60,000 1,167
Powszechny Bank Kredytowy S.A., Warsaw X 56.6 56.6 PLN 2,384,803 299,084
RINGTURM Kapitalanlagegesellschaft m.b.H., Vienna X 40.0 40.0 EUR 1,395 238
SKWB Schoellerbank Aktiengesellschaft, Vienna 100.0 6.7 EUR 143,407 21,934
VISA-SERVICE Kreditkarten Aktiengesellschaft, Vienna X 75.0 75.0 EUR 20,638 22,959
11.2  Other subsidiaries*
Allfonds BKG Asset Management GmbH, Munich 100.0 100.0 EUR 660 1
BA/CA Asia Ltd., Hong Kong X 100.0 100.0 HKD 16,960 (3,672)
subgroup with subsidiaries:
BA/CA Capital Ltd., Hong Kong X 100.0 100.0
Caminvest Ltd., Central Hong Kong X 100.0 100.0
BA/CA Asset Finance Limited, Glasgow X 94.4 94.4 GBP 11,374 2,597
subgroup with subsidiaries:
BA/CA Asset Finance (1) Limited, Glasgow X 100.0 100.0
BA/CA Asset Finance (2) Limited, Glasgow X 100.0 100.0
BA/CA Asset Finance (3) Limited, Glasgow X 100.0 100.0
BA/CA Asset Finance (4) Limited, Glasgow X 100.0 100.0
BA/CA Properties Limited, Glasgow X 100.0 100.0
CA Motor Finance Ltd., Glasgow X 100.0 100.0
Caledonian Motor Finance Ltd., Glasgow X 100.0 100.0
Jessups OptiO Limited, Glasgow X 100.0 100.0
Zenith Freedom Limited, Glasgow X 100.0 100.0
BA/CA Capital Management Ltd., Hong Kong X 66.7 66.7 HKD (41,774) (15,041)
Bank Austria Creditanstalt Leasing GmbH, Vienna X <100.0 <100.0 EUR 260,007 24,693
subgroup with subsidiaries:
»Geiereckstrasse« Grundstiicksverwaltungs-
gesellschaft m.b.H., Vienna X 55.0 55.0
»Kage« Grundstiicksverwaltungs-Gesellschaft
m.b.H.,, Vienna X 100.0 100.0
»Mistral Real« Spol.z.0.0., Warsaw X 100.0 100.0
»Passat Real« $P.z.0.0., Warsaw X 100.0 100.0
»Taifun Real« SP.o.0., Warsaw X 100.0 100.0
ALINT 458 Grundstiicksverwaltung Gesellschaft
m.b.H. & Co. Geschéiftshaus Wuppertal KG,
Bad Homburg X 99.0 99.0
ALINT 458 Grundstiickverwaltung Gesellschaft
m.b.H., Bad Homburg X 100.0 100.0
Allegro Leasing Gesellschaft m.b.H., Vienna X 100.0 100.0
Allib Leasing s.r.0., Prague X 100.0 100.0
ALMS Leasing GmbH., Salzburg X 95.0 95.0
ALV Immobilien Leasing Gesellschaft m.b.H.,
Vienna X 99.8 99.8
Anatares Immobilien Leasing Gesellschaft m.b.H.,
Vienna X 99.8 99.8
Apollo Leasing Gesellschaft m.b.H., Vienna X 100.0 100.0
Arany Pénzugyi Lizing Rt., Budapest X 100.0 100.0
Arno Grundstiicksverwaltungs Gesellschaft m.b.H.,
Vienna X 100.0 100.0




Name and registered ofiice Bank Percentage interest Currency Equity capital Net income
Austria” total of which: in thousands  in thousands

Sect. 16 (4), held of currency of currency

Stock indirectly units units

Corporation Act

Augarten - Hotel - Errichtungsgesellschaft m.b H.,

Vienna X 100.0 100.0
Austria Finanza S.p.A., Treviso X 100.0 100.0
Austria Leasing GmbH, Vienna X 100.0 100.0
Austroleast S.p.A., Bolzeno X 100.0 100.0
Autogyor Liegenschaftsnutzung Kft.. Budapest X 100.0 100.0
BA CA Leasing (Deutschland) GrabH, Bad Homburg X 100.0 100.0
BA Eurolease Beteihgungsgesellschaft m.b.H.,

Vienna X 100.0 100.0
BA-CA Export Leasing GinbH, Vienna X 100.0 100.0
BA-CA Leasing Versicherungsservice GmbH, Vienna X 100.0 100.0
BA-Creditanstalt Leasing Henk s.r.l., Bucharest X 100.0 100.0
BA-Creditanstalt-Leasing Poland Sp.z 0.0,

Warsaw X 100.0 100.0
BACA Cheops Leasing GmbH, Vienna X 100.0 100.0
BA/CA-Leasing Beteiligungen GinbH

(formerly CAL-Beteiligungen GmbH), Vienna X 100.0 100.0
BA/CA-Leasing Fahrzeug- und Mobilienleasing

GmbH, Vienna X 99.8 99.8
BA/CA-Leasing Finanzierung GmbH, Vienna X 160.0 100.0
BACA Mykerinos Leasing GmbH, Vieana X 100.0 100.0
BAL Carina Immobilien Leasing GmbH, Vienna X 99.8 99.8
BAL Demeter Immobilien Leasing GmbH, Vienna X 99.8 99.8
BAL Helios Tmmobilien Leasing GmbH, Vienrre, X 99.8 99.8
BAL Hestia Immobilien Leasing GmbH, Vienna X 99.8 99.8
BAL Horus immobilien Leasing GmbH, Vienna X 99.8 99.8
BAL Hypnos Immobilien Leasing GmbH, Vierina X 99.8 99.8
BAL Leto Immobilien Leasing GinbH. Vienna X 99.8 99.8
BAL Midas Immobilien Leasing GmbH, Vienna X 99.8 99.8
BAL Osiris Irnmobilien Leasing Gesellschaft m ».H.,

Vienna X 99.8 99.8
BAL Pan Immobilien Leasing GmbH, Vienna X 99.8 99.8
BAL Selene Immobilien Leasing GmbH, Vienna X 99.8 99.8
BAL Sobek Immobilien Leasing GmbH, Vienna X 99.8 99.8
BAL Selkis Immobilian Leasing GmbH, Vienna X 99.8 99.8
Bank Austria Creditans:alt KFZ Leasing GmbH,

Vienna X 100.0 100.0
Bank Austria Creditansfalt Leasing (CR) s.t.0.,

Prague X 100.0 100.0
Bank Austria Creditanstalt Leasing (SR) s.r.o.,

Bratislava X 100.0 100.0
Bank Austria Creditanstalt Leasing Bautriger ‘

GmbH, Vienna X 100.0 100.0
Bank Austria Creditanstalt Leasing Croatia d .0.0.,

Zagreb X 100.0 100.0
Bank Austria Creditanstalt Leasing Hungary Rt,

Budapest X 100.0 100.0
Bank Austria Creditanstalt Leasing Kereskedelmi

Kft., Budadrs X 100.0 100.0
Bank Austria Creditanstalt Leasing Real Estate

s.r.o., Prague X 100.0 100.0
Bank Austria Creditanstalt Mobilien Leasing GmbH,

Vienna X 100.0 100.0
Bank Austria Hungaria Alfa Leasing Kft., Gyér X 100.0 100.0




Name and registered office Bank Percentage interest Currency Equity capital Net income
Austria’ total of which: in thousands  in thousands
Sect. 16 (4), held of currency of currency
Stock indirectly units units
Corporation Act
Bank Austria Hungaria Beta Leasing Kft., Gyor X 100.0 100.0
Bank Austria Leasing Argo Immobilien Leasing
GmbH, Vienna X 99.8 99.8
Bank Austria Leasing Aton Immobilien Leasing
Gesellschaft m.b.H., Vienna X 99.8 99.8
Bank Austria Leasing Hera Immobilien Leasing
GmbH, Vienna X 99.8 99.8
Bank Austria Leasing [karus Immobilien Leasing
Gesellschaft m.b.H., Vienna X 99.8 99.8
Bank Austria Leasing Medea Immobilien Leasing
GmbH, Vienna X 99.8 99.8
Bause Immobilien Leasing Gesellschaft m.b.H.,
Vienna X 99.8 99.8
Beteiligungsverwaltungsgesellschaft der Bank
Austria Creditanstalt Leasing GmbH, Vienna X 100.0 100.0
Border Leasing Grundstiicksverwaltungsgesell-
schaft m.b.H., Vienna X 100.0 100.0
Bumarx - Biiro- und Kraftfahrzeugs-Vermietungs-
gesellschaft m.b.H., Vienna X 100.0 100.0
Business City Management Kft., Budapest X 100.0 100.0
CA-Leasing Alpha Liegenschaftsnutzung Kit.,
Budapest X 100.0 100.0
CA-Leasing Beta Liegenschaftsnutzung Kft.,
Budapest X 100.0 100.0
CA-Leasing Delta Liegenschaftsnutzung Kit.,
Budapest X 100.0 100.0
CA-Leasing Epsilon Liegenschaftsnutzung Kft.,
Budapest X 100.0 100.0
CA-Leasing Euro s.r.o., Prague X 100.0 100.0
CA-Leasing High Tech Management GmbH,
Vienna X 100.0 100.0
CA-Leasing fota Kft., Budapest X 100.0 100.0
CA-Leasing Lamda Kft., Budapest X 100.0 100.0
CA-Leasing Omega Liegenschaftsnutzung Kft.,
Budapest X 100.0 100.0
CA-Leasing Ovus s.r.o., Prague X 100.0 100.0
CA-Leasing Prag s.r.o., Prague X 100.0 100.0
CA-Leasing Senioren Park GmbH, Vienna X 100.0 100.0
CA-Leasing Sigma Liegenschaftsnutzung Kft.,
Budapest X 100.0 100.0
CA-Leasing Terra d.o.o., Ljubljana X 100.0 100.0
CA-Leasing Ypsilon Kft, Budapest X 100.0 100.0
CA-Leasing Zeta Liegenschaftsnutzung Kft,
Budapest X 100.0 100.0
CAlL-Ingatlan Kft., Budapest X 100.0 100.0
CAL Bau Projektmanagement GmbH, Diisseldorf X 100.0 100.0
CAL-Papier Liegenschaftsnutzung Kft., Budapest X 100.0 100.0
CALG 307 Mobilien Leasing GmbH & Co KG, Vienna X 99.8 99.8
CALG 307 Mobilien Leasing GmbH, Vienna X 99.8 99.8
CALG 434 Grundstiickverwaltung GmbH, Vienna X 99.8 99.8
CALG 443 Grundstiickverwaltung GmbH, Vienna X 100.0 100.0
CALG 451 Grundstiickverwaltung GmbH, Vienna X 99.8 99.8
CALG 452 Grundstlickverwaltung GmbH, Vienna X 99.8 99.8
CALG Alpha Grundstiickverwaltung GmbH, Vienna X 99.8 99.8
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CALG Anlagen Leasing GmbH & Co Grundstiick-

vermietung und -verwaltung KG, Munich X 99.9 99.9
CALG Anlagen Leasirg GmbH, Vienna X 99.8 99.8
CALG Delta Grundstiickverwaltung GmbH, Vienna X 100.0 100.0
CALG Gamrna Grundstiickverwaltung GmbH, Visnna X 100.0 100.0
CALG Grunds:lickverwaltung GmbH, Vienna X 99.8 99.8

CALG Grundstiickverwaltung Griindung 1982
GmbH, Vienna ) X 99.8 99.8
CALG Hotelgrundstiickvarwaltung Griindung 1936

GmbH, Vienna X 100.0 100.0

CALG Immobilien Leasing GmbH, Vienna T 100.0 100.0

CALG Minal Grundstiickverwaltung GmbH, Vienna X 99.6 99.6

CALG Sigme Grundstilckverwaltung GmbH, Vienna X 99.8 99.8

CALG Tertia LBL Grundstiickverwaltung Gmbd, = . . -

Vienna X 100.0 100.0

Charade Lezsing Gesellschaft r.b.H., Vienna X 100.0 100.0

Chefren Lessing GmbH, Vienna X 100.0 100.0

Civitas Immobilien Leasing Gesellschaft m.b.H., T

Vienna X 99.8 99.8

Communa-Leasing Grundstiicksverwaltungsgesell-

schaft m.b.H., Viennea X 100.0 100.0

Contra Leasing-Gesellschaft m.b.H., Vienna X 100.0 100.0

Creditanstalt Leasing Real Estate Bratislava

spol.s.r.o., Bratislava X 100.0 100.0

Creditanstalt Leasing S.A. Argentina, Buenos Aires X 50.0 50.0

Cukor Liegenschaftsnutzung Kit., Budapest X 100.0 100.0

DLV Immobilien Leasing Gesellschaft m.b.H.,

Vienna X 99.8 99.8

DUODEC Z Iminobilien Leasing Gesellschaft m. H.,

Vienna X 99.8 99.8

Eggenberg Leasing-Gesellschafi m b.H., Vienna X 100.0 100.0

Ehrenhéfler Leasing Gesellschaft m.b.H., Vienna X 99.0 99.0

Eurolease Ainun Iminobilien Leasing Gesellschaft

m.b.H., Vier:na = X 99.8 99.8

Eurolease Anubis Immobilien Leasing Gesellschaft

m.b.H., Vierna Y - X 99.8 99.8

Eurolease Isis Immokilien Leasing Gesellschaft

m.b.H., Vienaa X 99.8 99.8

Eurolease Marduk Irnmobilien Leasing Gesellschaft

m.b.H., Vienna X 99.8 99.8

Eurolease Ra immobilien Leasing Gesellschait

m.b.H., Vienna X 99.8 99.8

Eurolease Rarases Immobilien Leasing Gesellszhaft

m.b.H., Vienna X 100.0 100.0

Expanda Immobilien Leasing Gesellschaft m.b.&,,

Vienna N 99.8 99.8
- Feuerwehrzentrale Wels Planurig- und

Errichtungs-Gesellschaft m.b.H., Vienna X 100.0 100.0

Fides Immobilien Treuhand Gesellschaft m.b.F.,

Vienna X 100.0 100.0

Folia Leasing Gesellschaft m.b.H., Vienna X 75.0 75.0

Forge Grundstiicksverwultungs-Gesellschaft m.b.H.,

Vienna X 100.0 100.0

Fugato Leasing Gesellschaft m.b.H., Vienna X 100.0 100.0
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G.N.E. Global Grundstiicksverwertung Gesellschaft

m.b.H., Vienna X 99.8 99.8
Gebaudeleasing Grundstiicksverwaltungsgesell-

schaft m.b.H., Vienna X 100.0 100.0
Gemeindeleasing Grundstiickverwaltung Gesell-

schaft m.b.H., Innsbruck X 100.0 100.0
Gomez Leasing Gesellschaft m.b.H., Vienna X 100.0 100.0
Graba Grundstiicksverwaltungs-Gesellschaft

m.b.H., Vienna X 100.0 100.0
Grundstiicksverwaltung Hochst Gesellschaft

m.b.H., Vienna X 100.0 100.0
Grundstiicksverwaltungsgesellschaft m.b.H. & Co.

KG, Bregenz X 100.0 100.0
Handelszentrum Buda Kft., Budapest X 100.0 100.0
Haspe Leasing Gesellschaft m.b.H., Vienna X 100.0 100.0
Hellas Leasing- und Beteiligungs-GmbH,

Bad Homburg X 100.0 100.0
Herku Leasing Gesellschaft m.b.H., Vienna X 100.0 100.0
Hochpoint Grundstiicksverwaltungsgesellschaft

m.b.H., Vienna X 100.0 100.0
Hoka Leasing-Gesellschaft m.b.H., Vienna X 100.0 100.0
Honeu Leasing Gesellschaft m.b.H., Vienna X 75.0 75.0
Hunor-Mithra Liegenschaftsnutzung Kft.,

Budapest X 100.0 100.0
Immo Nova Leasing Gesellschaft m.b.H., Vienna X 100.0 100.0
Immobilienleasing Grundstiicksverwaltungs-

Gesellschaft m.b.H., Vienna X 100.0 100.0
Inprox Chomutov, s.r.o., Prague X 100.0 100.0
Inprox Karlovy Vary s.r.o., Prague X 100.0 100.0
Intro Leasing Gesellschaft m.b.H., Vienna X 100.0 100.0
IPO-Leasing Polska Sp.z.0.0., Warsaw X 100.0 100.0
Jausern - Leasing Gesellschaft m.b.H., Vienna X 100.0 100.0
KADMOS Immobilien Leasing GmbH, Vienna X 100.0 100.0
Kutra Grundstiicksverwaltungs-Gesellschaft m.b.H.,

Vienna X 100.0 100.0
Lagermax Leasing GmbH, Salzburg X 99.8 99.8
Lagev Immobilien Leasing Gesellschaft m.b.H.,

Vienna X 99.8 99.8
Laguna Leasing Gesellschaft m.b.H., Vienna X 100.0 100.0
Largo Leasing Gesellschaft m.b.H., Vienna X 100.0 100.0
Leasing OnLine GmbH & Co.KG, Vienna X 100.0 100.0
Leasing OnLine GmbH, Vienna X 100.0 100.0
Legato Leasing Gesellschaft m.b.H., Vienna X 100.0 100.0
Lelev Immobilien Leasing Gesellschaft m.b.H.,

Vienna X 99.8 99.8
Ligo Grundstiicksverwaltungs Gesellschaft m.b.H.,

Vienna X 100.0 100.0
Lipark Leasing Geselischaft m.b.H., Vienna X 100.0 100.0
Liva Immobilien Leasing Gesellschaft m.b.H.,

Vienna X 99.8 99.8
M.A.V. 11, 3. Anlagen Vermietung Gesellschaft

m.b.H. & Co. OHG, Vienna X 100.0 100.0
M.A.V.7., Bank Austria Leasing Bautriger

GmbH & Co. OHG, Vienna X 98.0 98.0
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Martianez Comercial 5.A., Puerto de la Cruz X 100.0 100.0
MBC Immobilien Leasing Gesellschait m.b.H.,
Vienna X 99.8 99.8
Menuett Grundstiicksverwaltungs-Gesellschatt
m.b.H, Vieana X 100.0 100.0
MIK Ingatlankezelé Kft., Budapest T x 100.0 100.0
Méogra Leasing Gesellschaft m.k.H., Vienna X 100.0 100.0
Musikschul= and Veranstaltungszenirum
Laakirchen Gesellschafi m.b.H.. Vienna X 100.0 100.0
Nage Lokalvermietungsgesellschaft m.b.H., T
Vienna T 99.8 99.8
Nata Immobifien-Lezsing Geselischaft m.b.H., T
Vienna X 57.5 57.5
Neo-Pallas I.easing Gesellschaft m.b.H., Vienna X 100.0 100.0
NO. Hypo Leasing Asiricta Grundstiickvermietungs
Gesellschafi m.b.H., Vierna X 95.0 95.0
OCDEC Z Immobilien Leasing Gesellschaft m.b.E.,
Vienna X 99.8 99.8
Oct Z Immobilien Leasing Gesellschaft m.b.H.,
Vienna T 99.8 99.8
0GV Leasing-Gesellscaalt m.b.H., Vienna T 100.0 100.0
OLG - Mobilien- und Anlagenleasing Gesellscaaft
m.b.H., Viezna X 100.0 100.0
OLG 92 - Mchilien- und Anlagenleasing GmbH,
Vienna X 100.0 100.0
OLG Handels- und Beiei:igungsvarwaltungs-
gesellschaft m.b.H., Vienna X 100.0 100.0
Panenska Invest Spol.s.r.o., Bratislava X 100.0 100.0
Parzhof - Errichtungs- und Verwertungs-
gesellschaft m.b.H., Vienna X 100.0 100.0
PELOPS Leasing Gesellschaft m.b.H., Vienna X 100.0 100.0
Pest-Center Liegenschaftsnutzung Kft.,
Budapest X 100.0 100.0
Piana Leasing Gesellschaft m.b.H., Vienna X 100.0 100.0
PIO Liegenschaftsverwertung GmbH, Vienna X 100.0 100.0
Posato Leasing Gesellschaft m.b.H., Vienna X 100.0 100.0
Prelude Grundstlicksverwaltungs-Gesellschaft
m.b.H., Vienna X 100.0 100.0
Prim Z Immebilien Leasing Gesellschaft m.b.H.,
Vienna X 99.8 99.8
Projekt-Leass Grundstiicksverwaltungs-Gesellszhaft
m.b.H., Vienna X 100.0 100.0
QLZ Leasing Ges.m.b.H,, Vienna RS 100.0 100.0
QUADEC Z Immobilien Leasing (resellschaft m.b.H.,
Vienna X 99.8 99.8
Quart Z Immobilien Leasing Gessllschaft m.b.H..
Vienna Ty 99.8 99.8
QUINDEC Z Inunobilien Leasing Ceselischaft
m.b.H., Vierma X 99.8 99.8
Quint Z Immobilien Leasing Gesellschaft m.b.H.,
Vienna X 99.8 99.8
Real-Lease Grundstiicksverwaltungs-Gesellschaft B
m.b.H., Vienna X 100.0 100.0
Real-Rent Leasing Gesellschaft in.b.H., Vienna X 99.8 99.8
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Regev Realitdtenverwertungsgesellschaft m.b.H.,

Vienna X 100.0 100.0
Repol Estate 2 B.vV., Amsterdam X 100.0 100.0
Repol Estate 3 B.v., Amsterdam X 100.0 100.0
Rondo Grundstiicksverwaltungs-Gesellschaft

m.b.H., Vienna X 75.0 75.0
RSB Anlagenvermietung Gesellschaft m.b.H.,

Vienna X 100.0 100.0

RWF Real-Wert Grundstiicksvermietungs-
gesellschaft m.b.H. & Co. Objekt Wien-Hietzing

Kommanditgesellschaft, Vienna X 100.0 100.0
Savka Leasing Gesellschaft m.b.H., Vienna X 100.0 100.0
Seca-Leasing Gesellschaft m.b.H., Vienna X 100.0 100.0
Second Z Immobilien Leasing Gesellschaft m.b.H.,

Vienna X 99.8 99.8
Sedec Z Immobilien Leasing Gesellschaft m.b.H.,

Vienna X 99.8 99.8
Sext Z Immobilien Leasing Gesellschaft m.b.H.,

Vienna X 99.8 99.8
Shopping Center Bratislava spol.s.r.o.,

Bratislava X 100.0 100.0
Shopping Center Gydr Errichtungs- und Betriebs-

gesellschaft mbH, Budapest X 100.0 100.0
SHS Grundstiicksverwaltungs-Gesellschaft m.b.H.,

Vienna X 100.0 100.0
Sinfonia Leasing GmbH, Vienna X 100.0 100.0
Sonata Leasing-Gesellschaft m.b.H., Vienna X 100.0 100.0
Spectrum Grundsticksverwaltungs-Gesellschaft

m.b.H., Vienna X 100.0 100.0
Stewe Grundstiicksverwaltungs-Gesellschaft

m.b.H., Vienna X 100.0 100.0
Terz Z Immobilien Leasing Gesellschaft m.b.H.,

Vienna X 99.8 99.8
Tredec Z Immobilien Leasing Gesellschaft m.b.H.,

Vienna X 99.8 99.8
Tullner Betriebsansiedlungsgesellschaft m.b.H.,

Vienna X 99.8 99.8
TURUL Liegenschaftsnutzung Kft.,

Mosunmagyarovar X 90.0 90.0
Ufficium Immobilien Leasing Gesellschaft m.b.H.,

Vienna X 100.0 100.0
Unicom Immobilien Leasing Gesellschaft m.b.H.,

Vienna X 99.8 99.8
Vape Communa Leasinggesellschaft m.b.H.,

Vienna X 100.0 100.0
Vivace Leasing Gesellschaft m.b.H., Vienna X 100.0 100.0
Vora Leasing-Geselischaft m.b.H.,

Vienna X 100.0 100.0
WOM Grundstiicksverwaltungs-Gesellschaft m.b.H.,

Vienna X 100.0 100.0
Wiiba Grundstiicksverwaltungsgesellschaft m.b.H.,

Vienna X 99.8 99.8
7 Leasing Alfa Immobilien Leasing Gesellschaft

m.b.H,, Vienna X 99.8 99.8
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Z Leasing Arktur Immobilien Leasing Gesellschaft

m.b.H., Vienna X 99.8 99.8
Z Leasing Auriga Iminobilien Leasing Gesellschaft

m.b.H., Vienna X 99.8 99.8
Z Leasing Beta Immobilien Leasing Gesellschait

m.b.H., Vienna X 99.8 99.8
Z Leasing Corvus Immobilien Leasing Gesellschaft

m.b.H., Vienna X 99.8 99.8
Z Leasing Deimos Immobilien Leasing Gesellschaft

m.b.H., Vienna X 99.8 99.8
Z Leasing Delta Immobilien Leasing Gesellscheft

m.b.H., Vienra X 99.8 99.8
Z Leasing Dorado Immobilien Lzasing Gesellschaft

m.b.H., Vienra X 99.8 99.8
Z Leasing Draco Iminokiien Leasing Gesellschaft

m.b.H., Vienna X 99.8 99.8
Z Leasing Gama Immzobilien Leasing Gesellschaft '

m.b.H., Vienna X 99.8 99.8
Z Leasing G:MINI Immmobilien Leasing Gesellschaft

m.b.H., Vienna X 99.8 99.8
Z Leasing HIBE Immuobilien Leasing Gesellschaft

m.b.H., Vienna X 99.8 99.8
Z Leasing HERCULES Immobilien Leasing

Gesellschaf: m.b.H., Vienna X 99.8 99.8
Z Leasing HYDRA Imuiobilien Leasing Gesellschaft

m.b.H., Vienna X 99.8 99.8
Z Leasing IF3ILON Immobhilien Lzasing Gesellschaft

m.b.H., Vienna X 99.8 99.8
Z Leasing 1TA-Immobilien Leasing Gesellschaf:

m.b.H., Vie::na X 99.8 99.8
Z Leasing JANUS Immobilien Leasing Gesellschaft

m.b.H., Viezna X 99.8 99.8
Z Leasing JOTA Immobilisn Leasing Gesellschaft

m.b.H., Vienna X 99.8 99.8
Z Leasing KALLISTO [mmobilien Leasing Gesell-

schaft m.b.H. Vienna X 99.8 99.8
Z Leasing KAPA Immobilien Leasing Gesellschaft

m.b.H., Vienna X 99.8 99.8
Z Leasing KSI Immobilien Leasing Gesellschaft

m.b.H., Vienna X 99.8 99.8
Z Leasing LAMDA Immobilien Leasing Gesellschaft ‘

m.b.H., Vienna X 99.8 99.8
Z Leasing LUNA Immobilien Leasing Gesellschaft

m.b.H., Vienna X 99.8 99.8
Z Leasing LYRA Immuobilien Leasing Gesellschafs

m.b.H., Vienna X 99.8 99.8
Z Leasing MARS Immuobilien Leasing Gesellschaft

m.b.H., Vienna X 99.8 99.8
Z Leasing NFREIDE Immobilien Leasing Gesellschaft

m.b.H., Vienna ) X 99.8 99.8
Z Leasing OMEGA Immobilien Leasing Gesellschaft

m.b.H., Vienna X 99.8 99.8
Z Leasing PAVO Immobilien Leasing Gesellschaft

m.b.H., Vienna X 99.8 99.8
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Z Leasing PERSEUS Immobilien Leasing Gesellschaft

m.b.H., Vienna X 99.8 99.8

Z Leasing P1 Immobilien Leasing Gesellschaft

m.b.H., Vienna X 99.8 99.8

Z Leasing POLARIS Immobilien Leasing Gesellschaft

m.b.H., Vienna X 99.8 99.8

Z Leasing POLLUX Immobilien Leasing Gesellschaft

m.b.H., Vienna X 100.0 100.0

Z Leasing RIGEL Immobilien Leasing Gesellschaft

m.b.H., Vienna X 100.0 100.0

Z Leasing SCORPIUS Immobilien Leasing Gesell-

schaft m.b.H., Vienna X 99.8 99.8

Z Leasing SIRIUS Immobilien Leasing Gesellschaft

m.b.H.,, Vienna X 100.0 100.0

Z Leasing TAF Immobilien Leasing Gesellschaft

m.b.H., Vienna X 99.8 99.8

Z Leasing TAURUS Immobilien Leasing Gesellschaft

m.b.H., Vienna X 99.8 99.8

Z Leasing VELA Immobilien Leasing Gesellschaft

m.b.H., Vienna X 99.8 99.8

Z Leasing VENUS Immobilien Leasing Gesellschaft

m.b.H., Vienna X 99.8 99.8

Z Leasing VOLANS Immobilien Leasing Gesellschaft

m.b.H., Vienna X 99.8 99.8

Zeoga Leasing-Gesellschaft m.b.H.,

Vienna X 100.0 100.0
Bayerische Immobilien-Leasing GmbH, Munich and 100.0 5.0
Bayerische Immobilien-Leasing GmbH & Co.

Verwaltungs-KG, Munich 100.0 5.0 EUR 12,012 (801)
subgroup with subsidiaries:

ASX Beteiligungs-GmbH & Co Fako KG, Munich 100.0 100.0

ASX Beteiligungs-GmbH, Munich 100.0 100.0

BIL Aircraftleasing GmbH & Co Orion KG, Munich 100.0 100.0

BIL Aircraftleasing GmbH, Munich 100.0 100.0

BIL Amata s.r.o., Prague 100.0 100.0

BIL Baumanagement GmbH, Munich 100.0 100.0

BIL Beteiligungs-GmbH, Munich 100.0 100.0

BIL Beteiligungstreuhand GmbH, Munich 100.0 100.0

BIL Biirogebdude-Verwaltungs-GmbH & Co

Grundstiicks-KG, Munich 100.0 100.0

BIL Biirogebdude-Verwaltungs-GmbH & Co

Leasing KG, Munich 100.0 100.0

BIL Biirogeb&dude-Verwaltungs-GmbH & Co

Vermietungs-KG, Munich 100.0 100.0

BIL Fernwirmenetzleasing GmbH, Munich 100.0 100.0

BIL Gasnetzleasing GmbH, Munich 100.0 100.0

BIL Grundbesitzverwaltungs-GmbH & Co

Lagergebdude KG, Munich 100.0 100.0

BIL Grundstiicksverwaltungs und Speditions

Héring GmbH & Co KG, Munich 94.0 94.0

BIL Grundstiicksverwaltungs-GmbH & Co

Autobahn-Raststétten Vermietungs-KG, Munich 5.0 5.0

BIL Grundstiicksverwaltungs-GmbH & Co

Biirogebdude KG, Munich 100.0 100.0




Name and registered ctfice Bank Percentage interest Currency Equity capital Net income
Austria” total of which: in thousands  in thousancls
Sect. 16 (4), held of currency of currency
Stock indirectly units uniis
i Corporation Act

BIL Grundsiiicksverwaltungs-GmbH & Co

Juventas K¢, Munich 5.0 5.0

BIL Grundsiiicksverwaltungs-GmbH & Co Lunar KG.

Munich 5.0 5.0

BIL Grundsiiicksverwaltungs-GmbH & Co Nuria KG,

Munich . 5.0 5.0

BIL Grundsilicksverwaltungs-GmbH & Co

Objekt Grofechirma K¢, Munich 94.0 94.0

BIL Grundsitcksverwaltungs-GmbH & Co

Objekt Hattingen K¢, Munich 5.0 5.0

BIL Grundsilicksverwaltungs-GmbH & Co

Objekt Meerbusch K, Munich 5.0 5.0

BiL Grundsiticksverwaltungs-GmbH & Co

Rodena KG. Munich 90.0 90.0

BIL Grunds:iicksverwaltungs-GmbH & Co

Warenhaus KG, Munich 100.0 100.0

BIL Grundsiiicksverwaltungs-GmbH & Co

Xystos KG, Munich 5.0 5.0

BIL Grundsiiicksverwaltungs-GmbH, Munich 100.0 100.0

BIL Immobilien Fonds (:mbH & Co

Objekt Perl..ch KG, Munich 99.7 99.7

BIL Immobilizn Fonds GmbH, Munich 100.0 100.0

BIL Immobilisn GmbhH & Co »Am Steinacker« KG,

Munich 100.0 100.0

BIL Immobilisn Gm>H & Co Bagrun KG,

Munich 100.0 100.0
- BIL Immobilian GmbH & Co Kellerei

»Am Schatsbogen« KG, Munich 100.0 100.0

BIL Immobilien GmbH & Co Lagerhzllen-

vermietungs-KG, Munich 100.0 100.0

BIL Immobilien GmbH & Co Spediticnslager-

halle XG, Munich ) 100.0 100.0

BIL Immobilien GmbH & Co Uni-Druck KG,

Munich 100.0 100.0

BIL Immobiiien GmbH & Co Vermietungs-KG.

Munich 100.0 100.0

BIL Immobitien GmbH & Co Vertriebslager KG,

Munich 100.0 100.0

BIL Immobiiien GmbhH & Co Weberei-Lagerhaus KG,

Munich 100.0 100.0

BIL Immobiiien- und Anlagenleasing Griinwald »

GmbH, Griinwald 100.0 100.0

BIL Industriemetalle GmoH, Munich 100.0 100.0

BIL Internationale Leasing GmbH & Co

POLSKA 1KC, Munich 100.0 100.0

BIL Internationale Leasing GmbH & Co

POLSKA 1I K¢, Munich 100.0 100.0

BIL Internationale Leasing GmbH & Co

POLSKA HI KG, Munich 100.0 100.0

BIL Internationale Leasing GmbH & Co

POLSKA VI KG, Munich 100.0 100.0

BIL Internationale Leasing GmhH, Munich 100.0 100.0

BIL Kapitalvermittlungs-GmbH, Munich 100.0 100.0

BIL Leasing GmbH & Co 725 KG. Munich 100.0 100.0
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BIL Leasing GmbH & Co 732 KG, Munich 100.0 100.0
BIL Leasing GmbH & Co 736 KG, Munich 100.0 100.0
BIL Leasing GmbH & Co 743 KG, Munich 100.0 100.0
BIL Leasing GmbH & Co 744 KG, Munich 100.0 100.0
BIL Leasing GmbH & Co 745 KG, Munich 100.0 100.0
BIL Leasing GmbH & Co 746 KG, Munich 100.0 100.0
BIL Leasing GmbH & Co 747 KG, Munich 100.0 100.0
BIL Leasing GmbH & Co 748 KG, Munich 100.0 100.0
BIL Leasing GmbH & Co 749 XG, Munich 100.0 100.0
BIL Leasing GmbH & Co 750 KG, Munich 100.0 100.0
BIL Leasing GmbH & Co 751 KG, Munich 100.0 100.0
BIL Leasing GmbH & Co 752 KG, Munich 100.0 100.0
BiL Leasing GmbH & Co 753 KG, Munich 100.0 100.0
BIL Leasing GmbH & Co 754 KG, Munich 100.0 100.0
BIL Leasing GmbH & Co 755 KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Abdera KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Arato KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Argon KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Astari XG, Munich 100.0 100.0
BIL Leasing GmbH & Co Balbex KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Balios KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Betriebsgebiude KG,

Munich 100.0 100.0
BIL Leasing GmbH & Co Caldera KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Cantaro KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Cardea KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Daulos KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Donar KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Entro KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Eosar KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Galia KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Gewerbegebidude KgG,

Munich 100.0 100.0
BIL Leasing GmbH & Co Gigos KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Helion KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Hestia KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Hildex KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Industriegebiude KG,

Munich 100.0 100.0
BIL Leasing GmbH & Co Industriehallen KG,

Chemnitz 100.0 100.0
BIL Leasing GmbH & Co Istar KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Ito KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Itys KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Jason KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Kaufhaus KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Kebia KG, Munich 5.0 5.0
BIL Leasing GmbH & Co Kinocenter KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Mantis KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Mobilien-Vermietung I KG,

Munich 100.0 100.0
BIL Leasing GmbH & Co Multum KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Oxar KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Parison KG, Munich 100.0 100.0
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BIL Leasing GmbH & Co Quarta KG, Munich 100.0 100.0

BIL Leasing GmbH & Cs Radex KG, Munich 100.0 100.0
BIL Leasing GmbH & C» Sarastro KG, Munich 81.0 81.0
BIL Leasing GmbH & Co Tacos KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Textilhaus KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Undar KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Verwaltungsbhauten kG,

Munich 100.0 100.0
BIL Leasing GmbH & Co Verwaltungs-KG,

Munich 100.0 100.0
BIL Leasing GmbH & Co Wanto KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Xanthos KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Xenor KG, Munich 100.0 100.0
BIL Leasing GmbH & Co Zamiz XG, Munich 100.0 100.0
BIL Leasing GmbH & Co Zelos kG, Munich 100.0 100.0
BIL Leasing GmbH, Muaich 100.0 100.0
BIL Leasing Kaufhaus GmbH, Griinwald 100.0 100.0
BIL Leasing Management CR s. r. 0., Prague 100.0 100.0
BIL Leasing Management Polska Sp. Zo.o.,

Warsaw 100.0 100.0
BIL Leasing Foiska Ohjekt 10 Sp. Zo.o., Warsaw 100.0 100.0
BIL Leasing Folska Objekt 12 Sp. Zo.o., Warsaw 100.0 100.0
BIL Leasing Polska Objekt 13 Sp. Zo.o., Warsaw 100.0 100.0
BIL Leasing Polska Ohjekt 14 Sp. Zo.o., Warsaw 100.0 100.0
BIL Leasing Polska Objekt 15 Sp. Zo.o., Warsaw 100.0 100.0
BIL Leasing Vermietungs-GmbtH, Griinwald 100.0 100.0
BIL Leasing Verwaltungs-GmbH & Co 868 K¢,

Griinwald 100.0 100.0
BIL Leasing Verwaltungs-GmbH & C» 872 KG,

Grinwald - 100.0 100.0
BIL Leasing Verwaltungs-GmbH & Co 874 KG,

Griinwald 100.0 100.0
BIL Leasing Verwaltungs-GmbH & Co 880 KG,

Griinwald 100.0 100.0
BIL Leasing Verwaltungs-GmbH & Co 882 KG,

Griinwald 100.0 100.0
BIL Leasing Verwaltungs-GmbH, Griinwald 100.0 100.0
BIL Leasing-Fonds Verwaltungs-GmbH,

Munich T 100.0 100.0
BIL Luftfahrtleasing GmkH, Munich 100.0 100.0
BIL Luftfahrilzasing (mkH & Co Flugzeug

Amsterdam Zweite KG, Munich 100.0 100.0
BIL Objektverwaltungs-GmbH & Co 735 KG,

Munich 6.0 6.0
BIL Objektverwaltungs-GmbH & -Co 738 KG,
‘Munich IR Co 6.0 6.0 o
BIL Objektverwaltungs-GmbH & Co 739 KG,

Munich 6.0 6.0
BIL Objektverwaltungs-GmbH & Co Gesellschaft

722 KG, Munich 100.0 100.0
BIL Objektverwaltungs-GmbH & Co Kendo K¢,

Munich 6.0 6.0
BIL Objektverwaltungs-GmbH & Co Tago KG,

Munich 6.0 6.0
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BIL Objektverwaltungs-GmbH & Co Zenon KgG,

Munich 6.0 6.0

BIL Objektverwaltungs-GmbH, Munich 100.0 100.0

BIL Produktionshalle GmbH, Munich 100.0 100.0

BIL V & V Vermietungs GmbH i.G., Munich 100.0 100.0

BIL Verwaltungs-GmbH, Munich 100.0 100.0

BIL Werksgebdude GmbH, Munich 100.0 100.0
CA Betriebsobjekte AG, Vienna X 100.0 100.0 EUR 122,549 165,172
CA IB (U.S.A.), Inc., Greenwich X 100.0 100.0 USD 3,970 144
CABET-Holding-Aktiengesellschaft, Vienna X 100.0 100.0 EUR 54,369 5,858
CAHK (MGB-1) Limited, Tortola X 100.0 100.0
Caibon.com Internet Services AG, Vienna X 100.0 100.0 EUR 7,020 (5,226)
FMIS Financial Markets Information Services GmbH,

Unterféhring 100.0
H.F.S. Hypo-Fondsbeteiligungen fiir Sachwerte GmbH,

Munich 100.0 EUR 6,273 1,704
Hanseatische Leasing GmbH, Hamburg 100.0 100.0 EUR 11,261 2,867
Holding-Salweba A.G., Zollikon 100.0
HVB America Inc., New York 100.0 UsD 22,474 14,634
subgroup with subsidiaries:

HVB Realty Capital Inc., New York 100.0 100.0

HVB Risk Management Products Inc., New York 100.0 100.0

HVB Structured Finance Inc., New York 100.0 100.0
HVB Asset Management GmbH, Munich 100.0 EUR 84,446 22
HVB Capital Corp., New York 100.0 usD 21,118 1,666
subgroup with subsidiaries:

AE Capital Inc., New York 100.0 100.0

HVB Capital Management, Inc., New York 100.0 100.0

HVB Capital Markets Inc., New York 100.0 100.0
HVB Capital LLC I, Wilmington 100.0
HVB Capital LLC IIl, Wilmington 100.0
HVB Capital LLC IV, Wilmington 100.0
HVB Capital LLC, Wilmington 100.0
HVB Informations-Verarbeitungs-GmbH, Munich 100.0
HVB Private Clients GmbH, Munich 100.0 EUR 14,171 2.4
HVB Real Estate Capital Ltd., London 100.0 >0.0 GBP 10,698 12,438
subgroup with subsidiaries:

Broadway Centre Ltd., London 100.0 100.0

Hypo Property Advisory Limited, London 100.0 100.0

Hypo Property Investment (1992) Limited, London 100.0 100.0

Hypo Property Investment Limited, London 100.0 100.0

Hypo Property Participation Limited, London 100.0 100.0

Hypo Property Services Ltd., London 100.0 100.0

Hypo Property Trading Ltd., London 100.0 100.0

Zamara Investments Limited, Gibraltar 100.0 100.0
Hypo (UK) Holdings Limited, London 100.0 >0.0 GBP 170,327 6,822
with subsidiary:

Hypo Foreign & Colonial Management (Holdings)

Limited, London 90.0 65.0 GBP 29,237 (24,401)
subgroup with subsidiaries:

CereBys Limited, London 56.0 56.0

ESN PMG (Services) Limited, London 100.0 100.0

ESN Property Investment (Services) Limited,

London 100.0 100.0

Fa
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ESN Securities Investments Limiited, London 100.0 100.0
F&C cI Lim:ted, London 100.0 100.0
F&C Delian Lloyds Nominees Limited, London 100.0 100.0
F&C Fixed Interest l4anegement Limited, Londan 100.0 100.0
F&C Holdings Limited, Londonr 100.0 100.0
F&C Institutional Management Limited, London 100.0 100.0
F&C Nominees Limited, London 100.0 100.0
F&C Property Investrnent Management Limited,
London 100.0 100.0
F&C Ventures Limitsd, London 100.0 100.0
F&C Venturey Partnership Limited, London 100.0 100.0
FCEM Holdings (UK} Limited, London 100.0 100.0
Foreign & Colonial Emerging Markets (Holdings)
Limited, Cayman Islancs 100.0 100.0
Foreign & Colonial Emerging Markets (India)
Limited, Mauritius 100.0 100.0
Foreign & Coionial Emerging Markets Limited,
London 100.0 100.0
Foreign & Colonial Investment Management
Limited, London 100.0 100.0
Foreign & Colonial Luxembourg S.A., Luxembourg 100.0 100.0
Foreign & Colonial Management (Jersey) Limited,
Jersey 100.0 100.0
Foreign & Colonial Managementt Limited, Loncon 100.0 100.0
Foreign & Colonial Overseas Limited, London 100.0 100.0
Foreign & Colonial Private Equity Neminee Limited,
London ' ‘ 100.0 100.0
Foreign & Colonial Progressive High Income
Nominees Limited, London 100.0 100.0
Foreign & Colonial Retail Limited, London 100.0 100.0
Foreign & Colonial Unit Management Limited,
London 100.0 100.0
Foreign & Colonial Ventures (Jersey) Limited,
London 100.0 100.0
Foreign & Colonial Ventures Advisors Limited.
London 100.0 100.0
Foreign & Colonial Ventures General Partner 11
Limited, London 100.0 100.0
Foreign & Colonial Ventures General Partner 1il
Limited, London 100.0 100.0
Foreign & Colonial Ventures General Partner v Lid.
London 100.0 100.0
Foreign & Colonial Ventures General Partner
Limited, Loncion 100.0 100.0
Foreign & Colonial Ventures General Pariner v
Limited., London 100.0 100.0
Foreign & Colonial Ventures Trustees Limited,
London 100.0 100.0
Primrose St:eet Holdings Limited, London 100.0 100.0
Hypo-Bank Verwaltungszentrum (:mbH & Co. XG
Objekt Arabellastrafie, Munich® 100.0
Hypo-Bank Verwaltungszentrum (:mbH & Co. K
Munich?® 100.0 EUR 151,463 3,479
HypoVereinsFinance N.v., Amsterdam 100.0 EUR 1,850 828
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Konzern Service und Beratung GmbH, Vienna X 100.0 100.0 EUR 1,877 1,372
Lassallestrafle Bau-, Planungs-, Errichtungs- und

Verwertungsgesellschaft m.b.H., Vienna X 100.0 100.0 EUR 3,812 3,138
MEH Vermégensverwaltungs GmbH, Vienna X 100.0 100.0 EUR 32,272 (1,261)
PBI-Beteiligungs-GmbH, Munich 100.0 83.4 EUR 51,000 13
PlanetHome AG, Munich 90.8 EUR 21,387 (8,613)
Salvatorplatz-Grundstiicksgesellschaft mbH & Co. OHG

Verwaltungszentrum, Munich3 ® 100.0 2.2 EUR 2,300 1
Self Trade SA, Paris 57.2 57.2 EUR 126,693 (45,989}
subgroup with subsidiaries:

Self Trade Nominees Ltd., London 100.0 100.0

Self Trade Operation Ltd., London 100.0 100.0

Self Trade Services Ltd., London 100.0 100.0

Self Trade Vie SA, Paris 100.0 100.0
Tivoli Grundstiicks-Aktiengesellschaft, Munich 99.7 EUR 15,316 7,800
Vereins- und Westbank Beteiligungsgesellschaft S.A.,

Luxembourg 100.0 100.0 EUR 53,103 3,832
vi-Industrie-Beteiligungsgesellschaft mbH, Munich >50.0 EUR 716,229 23,743
WAVE Solutions Information Technology GmbH,

Vienna X 100.0 100.0
WestHyp Immobilien Management GmbH & Co. KG,

Dortmund 100.0 100.0
Z.E.H. Vermogensverwaltungs GmbH, Vienna X 100.0 100.0 EUR 32,273 (1,259)
1.2 Non-consolidated subsidiaries*

»Powszechne Towarzystwo Emerytalne PBK« S.A.,

Warsaw X 60.0 60.0
»Alte Schmelze« Projektentwicklungsgesellschaft mbH,

Dresden 100.0
»Alwa« Gliter- und Vermoégensverwaltungs-

Aktiengesellschaft, Vienna X 62.0 62.0
»Diners Club Austria Aktiengesellschaft«, Vienna X 99.8 99.8 EUR 4,588 844
»Gesfo« Gemeinniitzige Bau- und Siedlungsgesellschaft

m.b.H., Vienna X 25.0 25.0
»1.T.S. — International Trend Sports«,

Sport- & Veranstaltungsmarketing G.m.b.H., Linz X 60.0 60.0
A/S Vereinsbank Riga, Riga 75.0 75.0 LVL 13,501 1,201
AB Immobilienverwaltungs-GmbH, Munich 100.0 100.0
ABG Anlagenverwertungs- und Beteiligungs-

Gesellschaft m.b.H. & Co. KG, Vienna X 100.0 100.0
Acis Immobilien- und Projektentwicklungs GmbH,

Munich 100.0 100.0
AdFinCon — Advanced Financial IT Consulting GmbH,

Hamburg 100.0 100.0
AE Liegenschaftsverwertung GmbH, Vosendorf X 100.0 100.0
AGROB Aktiengesellschaft & Co. Grundbesitz OHG,

Munich® 100.0 50.0 DEM 24,875 (75)
AGROB AKTIENGESELLSCHAFT, Munich 52.7 DEM 11,812 106
Agrund Grundstiicks-GmbH, Munich 90.0 90.0
Aktienbrauerei Kaufbeuren AG, Kaufbeuren 75.7 DEM 5,819 416
Alexandersson Real Estate [ B.V., Apeldoorn 100.0 100.0
Alkmene Immobilien-Verwaltungs GmbH & Co. KG

Objekt Mainzer Landstrasse, Munich 100.0 3.0
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Alkmene Immabilien-Varwaltungs GmbH, Munica 100.0
Allcasa Immobilien-Verwaltungs Gmbt, Munich 99.0 99.0 EUR (6.135) 0

Allparta Kapiialbeteiligungs- und Unternehmens-

beratungsgeselischaft it beschréankter Hafiurg,

Munich 100.0 &3
Allterra Immobilienverwaltungs GmbH, Munich. 67.0 67.0 EUR (22,221) (1,629)
ALPHA Grunds:tickverweriungs GmbH, Vienna - - S X 99.6 99.6 "EUR (770) (254)
Altea Verwaltungsgesellschaft mbH & Co Immobilien-

und Vermietungs KG, Munich o 100.0 100.0
Altea Verwaltungsgesellschaft mbH, Munich 100.0 100.0
Amphitryon linunobilien-Verwaltungs GmbH,

Munich , 100.0
Amphitryon lmurnobilienverwaltungs GinbH & Co.

Grundbesiiz oHG, Munich® 100.0 2.0 EUR (95,337) (96)
Antus Immaobilien- und Projekteniwicklungs GmbH,

Munich 90.0 90.0 EUR (14,827) 0
Anwa Geselischaft fiir Anlagenverwaltung mbH.

Munich T 95.0
Apir Verwaltungsgesellschaft mbH & Co. Immobilien-

und Vermieiungs KG, Munich 100.0 100.0 EUR (23,212) 0
Apir Verwaltungsgesellschaft mbk, Munich 100.0 100.0
Aquaterra Gesellschaft. fiir lmmobilienverwaltung

mbH, Munich 99.0
Arcadia Gesellschaft fiir Immobilienverwaltung mbH, -

Munich 99.0
Argentaurus Immobilien-Vermietungs- und

Verwaltungs GmbH, Munich 100.0 100.0
Argentum Vermogensberatungs GmbH, Vienna X 100.0 100.0
Argo d.o.0., Zagreb X 100.0 100.0
Arronda Immobilienverwaltungs G:nbH, Munich 90.0 90.0 EUR (48,061) 0
Assindia Immobilien- und Projektentwicklungs GmbH,

Munich ] 100.0 100.0 EUR (10,286) (23)
Astroterra Gesellschaft fiir Immobilienverwaltung

mbH, Munich 99.0
Atlanterra Immobilienverwaltungs GmbH, Munich T 90.0 90.0 EUR (45,505) 0
Aufbau Dresder: GmbH, Drasden 99.0 99.0 EUR (33,009) o]
Aufbaugesellschaft Bayern GmbH & Co. Grundbesitz

Kommanditgesellschaft, Munich 99.9 99.6 EUR 36 1,308
Aufbaugesellschaft Bayern GmbH, Munich 82.7 13.5 EUR 3,158 398
Aurum Beteiligungs-und Verwaltungsgesellschaft

mbH, Hamburg 100.0 100.0
Austro-Bavaria Investment AG, Vienna 26.0 26.0 EUR 2,963 .0
AWT International Trade and Finance AWT Interrna-

tionale Handels- und Firanzierungs AG, Vienna X 100.0 100.0 EUR 10.695 22
group with subsiciaries:

AWT - Handzls- und Reteiligungs- (Deutschland) T

GmbH, Bad Homburg T x 100.0 100.0

AWT Bavaria (Bratislava) s.r.o., Bratislava X 100.0 100.0

AWT Bavaria {Kiew) Lid., Kiev X 100.0 100.0

AWT Handels Gesellschaft m.b.H., Vienna X 100.0 100.0

AWT Internaticnal (Bulgaria) Ltd., Sofia X 100.0 100.0

AWT Internaiional (BH) d.v.0., Sarajevo T 95.0 95.0

AWT Internaiicnal (Hungary) Trade Services Ltd.,

Bajcsy TR 100.0 100.0
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AWT International (Polska) Ltd., Warsaw X 100.0 100.0
AWT International (UK) Ltd., London X 100.0 100.0
AWT International D.0.0., Skopje X 100.0 100.0
AWT International Ltd. Moskau, Moscow X 100.0 100.0
AWT International Ltd. Zagreb, Zagreb X 100.0 100.0
AWT Prague GmbH, Prague X 100.0 100.0
AWT Slowakia s.r.o., Bratislava X 100.0 100.0
AWT-Car (Bratislava) s.r.o., Bratislava X 100.0 100.0
ZA0 »Firm AWT International«, St. Petersburg X 100.0 100.0
BA Real Estate Ltd., Moscow X 100.0 100.0 EUR 1,254 (1,632)
B.A.B.S. spol.s.r.o., Bratislava X 100.0 100.0
B.F.S. Beteiligungs-Treuhand flir Sachwerte GmbH,
Munich 100.0 100.0
B.I. Arbitraje S.A., Madrid 100.0 100.0 EUR (2.314) (3.251)
B.I. Financial Products, S.A., Madrid 100.0 100.0 EUR 3,175 1,767
B.1. Capital Agencia De Valores 5.A., Madrid 100.0 100.0 EUR 10,095 3,708
B.1. Gestién Colectiva S.G.L.I.C., S.A., Madrid 100.0 100.0
B.1. Gestion de Pensiones E.G.E.P., S.A., Madrid 100.0 100.0
B.I. Servicios Integrales De Administacion
Y Contabilidad, S.A., Madrid 100.0 100.0
B.1. Asesoramiento Financiero, $.A., Madrid 100.0 100.0
FIBE Patrimonial 97, 5.L., Madrid 100.0 100.0 EUR 4,046 571
B.1. International Limited, George Town 100.0 100.0
MSF Recoletos 3, BV, Amsterdam 100.0 100.0 EUR 2,025 3,163
BA & GrEco Versicherungsmanagement Gesellschaft
m.b.H., Vienna X 51.0 51.0 EUR 616 166
BA Fund Managers (Guernsey) Limited, St. Peter Port X 100.0 100.0
BA Worldwide Fund Management Ltd., Tortola X 100.0 100.0 EUR 36 2,559
BA-Alpine Holdings, Inc., Wilmington X 100.0 100.0
BA-CA Property Sp.z.0.0., Warsaw X 100.0 100.0 EUR 3,284 (313)
BA/CA Asia (Nominees) Ltd., Hong Kong X 100.0 100.0
BA/CA Hong Kong Ltd., Hong Kong X 100.0 100.0
BACA (London) Limited, London X 100.0 100.0
BACA Export Finance Limited, London X 100.0 100.0
BACA Leasing Alfa s.r.o., Prague X 100.0 100.0
BACA Leasing Beta s.r.o., Prague X 100.0 100.0
BACA Leasing Gamma s.r.o., Prague X 100.0 100.0
BACA Minerva Leasing GmbH, Vienna X 100.0 100.0
BACAI London X 100.0 100.0 EUR 15,430 (1,918)
BAI Fondsberatung Ges.m.b.H., Vienna X 100.0 100.0
BAK Verwaltungs-Gesellschaft mbH, Bochum 100.0 100.0
Bal.ea Soft GmbH & Co. XG, Hamburg 100.0 100.0 EUR 1,944 (341)
BalLea Soft Verwaltungsgesellschaft mbH,
Hamburg 100.0 100.0
BAMA Baubetreuungs-GmbH, Munich 100.0 100.0
Banco BBA Beteiligungs Gesellschaft mbH, Vienna X 100.0 100.0
Banco Inversién S.A., Madrid 100.0 100.0 EUR 39,447 343
Bank Austria - Finanzservice Ges.m.b.H., Vienna X 100.0 100.0
Bank Austria Aktiengesellschaft & EDV Leasing OHG,
Vienna X 100.0 100.0 EUR (4,167} (210)
Bank Austria Creditanstalt Regional Operations
(Singapore) Pte, Singapore X 100.0 100.0 EUR 1,653 1,190
Bank Austria Creditanstalt (Singapore) Limited,
Singapore X 100.0 100.0 EUR 12,031 979
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Bank Austria Dotilar Libor Fund Limited,
St. Peter Port S X 100.0 100.0
Bank Austria Froperty Investment Ltd., London X 100.0 100.0 EUR 45 (3,225)
BANK AUSTRIA Securities, Inc., New York X 100.0 100.0 ATS 32,984 178
Bank Austria Trade Services Gesellschaft m.b.H.,
Vienna X 100.0 100.0 EUR 921 (1,342)
Bank Rozwoju Eaergetyki i Ochrony Srodowiska
Spélka Akcvjna »Megabank« i,L., Warsaw 100.0
Bank von Ernst (Liechtenstein) AG, Vaduz 100.0 100.0 CHF 26,691 2,726
Bank von Erns: (Monaco), Monaco 100.0 100.0 EUR 12,221 1,573
Bankowe Tows rzystwo Leasingowe S. A., Peznariu 56.7 56.7 PLN 21,972 738
BAPS s.1.0., Przgue 100.0 100.0 EUR 505 (341)
Bavaria Servicos de Representacao Comercial Lida.,
Rio de Janeiro 100.0
Bavarian Invesiment Company, Dublin 100.0 100.0
Bawco, spol.s.r.o., Prague X 100.0 100.0
Bayerische Wohrnungsgesellschaft fiir Handel und
Industrie mbH, Munich 100.0
Bayern-Ingatlan Hungaria Ertekesitd Kit, Budapest 100.0 100.0
Bayern-Leasing Hungéria Rr., Budapest 100.0 100.0
BD Industrie-Beteiligungsgasellschaft mbH, Munich 100.0
Beheerskantoor B.H.F. B.V., Amsterdam 100.0 100.0
Beta Grundstlckverwertungs GmbH, Vienna X 99.6 99.6
Betaterra Gesellechaft fér Immobiiienverwaltung mbH,
Munich 99.0
Beteiligungs-und Handelsgesellschaft in Hamburg mit
beschrankter Haftung, Hamburg 100.0 100.0 EUR 24,028 6,310
Bethmann und Cie. Beratungsgesellschaft mbH,
Frankfurt/Main 100.0 100.0 EUR 2,500 (114)
Betriebsobjekte Verwertung Geselischaft m.b.H. & Co.
Leasing KG., Vienna X 100.0 100.0
BFL Beteiligungsgesellscha’t fiir Flugzeug-Leasing
mbH, Munich 100.0
BFZ (Overseas) Ltd. Cayman Islancs, George Towtn: X 100.0 100.0 EUR 993 245
blue capital GmbH, Hamburg 100.0 100.0 EUR 1,742 189
BM Beteiligungs Management Ges.rm.b.H.,
Vienna X 100.0 100.0 EUR 240,236 7.877
Bonum Anlage- und Be:eiligungsg=sellschaft mbH,
Bremen 100.0 100.0
Bouw-en Explcitatie Mij. »G-osland l« B.v., T
Amsterdam T 100.0 100.0
BPH Finance BV, Amsterdam 100.0 100.0
Brau und Brunnen Aktiengesellschaft, Berlin and
Dortmund 55.2 DEM 136,732 (86,779)
group with subsidiaries:
Adler Brauerei Gustav Dierichs GmbH & Co. K&,
Wuppertal 100.0 100.0
Altstadt-Bréu Johanr Sion GmbH, Cologne 100.0 100.0
Apollinaris & Schweppes Beteiligungs-GmbH,
Bad Neuensahr-Ahrweiler 100.0 100.0
Apollinaris & Schweppes GmbH & Co.,
Bad Neuenshr-Ahrweiler 72.0 72.0
Apollinaris & Schweppes Verwaltungs-GmbH,
Bad Neuenehr-Ahrweiler . 72.0 72.0
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Apollinaris Brunnen Actien-Geselischaft,

Bad Neuenahr-Ahrweiler 100.0 100.0
August Gleumes GmbH, Krefeld 100.0 100.0
Bergische Léwen-Brauerei GmbH & Co. KG, Cologne 100.0 100.0
Bergische Léwen-Brauerei Grundstiicksverwaltung

GbR, Cologne 100.0 100.0
Bergische Lowen-Brauerei Produktions GmbH,

Cologne 100.0 100.0
Berliner Pilsner Brauerei Grundstiicksverwaltung

GbR, Berlin 100.0 100.0
Berliner-Schultheiss Brauerei GmbH, Berlin 100.0 100.0
Betriebsgrundstilickverwaltung Jever Getranke-

vertrieb Hamburg GbR, Hamburg 100.0 100.0
Brau und Brunnen Immobilien Verwaltung und

Beteiligung Gesellschaft mbH, Dortmund 100.0 40.0
Brau und Brunnen Immobilienverwaltung GbR,

Dortmund 100.0 100.0
Brau und Brunnen International GmbH,

Dortmund 100.0 100.0
Brauerei Iserlohn GmbH, Iserlohn 100.0 100.0
Brauerei Iserlohn Grundstiicksverwaltung GbR,

Iserlohn 100.0 100.0
Brauerei Pilsator GmbH, Berlin 100.0 100.0
Brauerei Schlésser GmbH, Diisseldorf 100.0 100.0
Brauerei Schidsser Grundstiicksverwaltung GbR,

Disseldorf 100.0 100.0
Brauerei Schlosser Produktions GmbH, Diisseldorf 100.0 100.0
Brauerei Tivoli GmbH, Diisseldorf 100.0 100.0
Brauhaus Bonnsch GmbH, Bonn 100.0 100.0
Deutsche Brauerei Holding GmbH & Co. KG,

Dortmund 100.0 100.0
Deutsche Brauerei Holding Verwaltungsgesellschaft

mbH, Dortmund 100.0 100.0
Diét-Pils GmbH, Dortmund 63.8 63.8
Dortmunder Bergmann Westfalia Getrdnke-

vertriebs- und Verwaltungs-GmbH, Dortmund 100.0 100.0
Dortmunder Brau Union GmbH, Dortmund 100.0 100.0
Dortmunder Brau Union Grundstiicksverwaltung

GbR, Dortmund 100.0 100.0
Dortmunder Union-Brauerei Grundstlicks-

verwaltung GbR, Dortmund 100.0 100.0
Dortmunder Union-Frankfurter Brauhaus GmbH,

Frankfurt/Main 100.0 100.0
Dortmunder Union-Ritter Brauerei GmbH,

Dortmund 100.0 100.0
Elbschloss-Wohnpark Projekt-Beteiligungs-

gesellschaft mbH, Hamburg 100.0 160.0
Engelhardt-Brauerei GmbH, Berlin 100.0 100.0
Engelbardt-Brauerei Grundstiicksverwaltung GbR,

Berlin 100.0 100.0
Friesisches Brauhaus zu Jever Betriebsgrund-

stliicksverwaltung GbR, Hamburg 100.0 100.0
Friesisches Brauhaus zu Jever GmbH & Co. KG,

Jever 100.0 100.0




2]

Name and registered oifice Bank Percentage interest Currency Equity capital Net income
Austria’ total of which: in thousands  in thousands
Sect. 16 (4), held of currency of currency
Stock indirectly units units
Corporation Act
Friesisches Brauhaus zu Jever Verwaltungsgesell-
schaft mbH, Dortmund 100.0 100.0
Germania-Brauerei F. Dieninghoff GmbH, i
Dortmund 100.0 100.0
Gilden Kélsch Brauerei GmbH, Cologne 100.0 100.0
Grundstiicksverwaltung Alt Stralau GbR, Berlin 100.0 100.0
GV Getranks Vertriebs GmbH, Berlin 100.0 100.0
Heinrich Lzonhard Brigman- und Geheimrat
Dr. Carl Brigman-Stiftung, Belegschaftshiife der
Dortmunder Union-Rrauerei GunbH. Dortmund 100.0 100.0
HUBERTUS-Brauerei GmbH, Celogne 100.0 100.0
IGC Internationale Gastsidtten und Consulting
GmbH, Hamburg 100.0 100.0
Jever Getréakevertiiebsgesellschaft Hamburg mbH,
Hamburg 100.0 100.0
Kélner Verhund Vertrieb Kélscher Bierspezizlititen
GmbH & Cu. kG, Cologne 100.0 100.0
Kélner Verbund Vertrieb Kélscher Bierspezialititen -
Verwaltungs- und Beteiligungsgesellschaft mb4,
Wuppertal 100.0 100.0
Kraus Gmbt, Wuppertal 100.0 100.0
Kiippers Brauerei GmbH, Cologne 100.0 100.0
Kiippers Kéissh GmbH, Cologne T 100.0 100.0
Kurfiirsten-Brau GmbH. Bonn 100.0 100.0
Landskroner Logistik- und Speditions-GmbH, T
Bad Neuenszhr-Ahrweiler 100.0 100.0
Leipziger Brauhaus zu Reudnitz GmbH, Leipzig T 100.0 100.0
Magdeburger Brau GmbH, Magdeburg 100.0 100.0
Neue Berliner Pilsner Brauerei GmbH, Wuppartal 100.0 100.0
Oderland-Brauerei Betriebsgrundstiicksverwaltung
GbR, Frankfurt/Oder 100.0 100.0
Oderland-Brauerei GmnbH, Frankfurt/Oder 100.0 100.0
Projektgemeinschaft _andsberger Allee/
Friedrichshain GbR, Berlin T 100.0 100.0
Projektgemeinschaft MithlenstraBe/Pankow CbR,
Berlin 100.0 100.0
Projekigesellschaft Zoofenster GbR, Dortmund 100.0 100.0
Reudnitzer Brauerei GmkH, Leipzig 100.0 100.0
Rheinisch-Bergische Brauerei CrobH & Co. KG,
Cologne 100.0 100.0
Roémer Brauerei Verwaltungsgesellschaft mbH, T
Cologne 100.0 100.0
Ruhr-Trans Getrinke logistik GmbH, Dortmund T 100.0 100.0
Sachsenbriu Betriebsgrundstiicksverwaltung GLR,
Leipzig _ ) 100.0 100.0
Schultheiss Brauerei GmbH, Beriin 100.0 100.0
Schultheiss-Tubildumsspende GmbH, Berlin 100.0 100.0
Schweppes Aktiengesellschaft, Oberatm . 100.0 100.0
Sester Brauerei GmbH, Cologne 100.0 100.0
Sinziger Mineralbrunuen GmbH, Sinzig T 100.0 100.0
Spreequell Mirieralbrinrien GmbH, Berlin ' 100.0 100.0 e
Spreequell Mineralbrunnen Grurdstiicks- '
verwaltung GbR, Berlin 100.0 100.0
Spree-Trans Getranke Logistik GinbH, Berlin T 100.0 100.0
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SR Immobilien GmbH & Co. KG, Dortmund 100.0 100.0
Sternburg Brauerei GmbH, Leipzig 100.0 100.0
Thiiringer Waldquell Mineralbrunnen GmbH,
Schmalkalden 100.0 100.0
Valentins Weizen Vertriebsgesellschaft mbH,
Diisseldorf 100.0 100.0 ,
Wickiiler Brauerei GmbH, Wuppertal 100.0 100.0
Broadway Centre Management Ltd., London 100.0 100.0
BV Finance Praha s.r.0., Prague 100.0
BV Financial (Ireland) Ltd., Dublin 100.0
BV Grundstiicksentwicklungs-GmbH & Co. Jota KG,
Munich 100.0 100.0
BV Grundstiicksentwicklungs-GmbH & Co.
SchloBberg-Projektentwicklungs-KG, Bad Vilbel 100.0 100.0
BV Grundstiicksentwicklungs-GmbH & Co. Sigma KG,
Munich 100.0 100.0
BV Grundstiicksentwicklungs-GmbH & Co.
Verwaltungs-KG, Munich 100.0
BV Grundstiicksentwicklungs-GmbH, Munich 100.0
BVK 2 GmbH, Munich 100.0 160.0
BVK Holding GmbH, Munich 100.0 100.0 DEM 3,454 (249)
CA Bau-Finanzierungsberatung Gesellschaft m.b.H.,
Vienna X 100.0 100.0
ca Fiokkezeld Kft., Budapest X 100.0 100.0 EUR 5,204 (523}
CA Hungary Asset Management Company Ltd.,
Budapest X 100.0 100.0
Ca Hungary Investment Partners Ltd., St. Peter Port X 100.0 100.0
CA 1B Bulinvest Ltd., Sofia X 100.0 100.0
CaA IB Cash Management and Organisation Kft.,
Veszprem X 100.0 100.0
CA 1B Fund Management. a.s., Prague X 100.0 100.0
CA Management-Systems-Consult Gesellschaft m.b.H.,
Vienna X 100.0 100.0
CA-GVG-Holding GmbH, Vienna X 100.0 100.0 EUR 609 573
CA-Leasing Immobilienanlagen Aktiengeselischaft &
Co. OHG, Vienna X 100.0 100.0
CAa-Leasing Immobilienanlagen Aktiengesellschaft,
Vienna X 99.3 99.3
CA-Shop Handels GmbH, Vienna X 100.0 100.0
CA-Telefon Informations und Auftrags Service GmbH,
Vienna X 100.0 100.0
Ca-Versicherungsdienst Gesellschaft m.b.H., Vienna X 81.0 81.0
Calanda Beteiligungs-, Finanz- und Handels-AG, Chur 100.0 100.0
CALG 445 Grundstiickverwaltung GmbH, Vienna X 75.0 75.0
Campustar (Hong Kong) Ltd., Hong Kong X 100.0 100.0 EUR 4,680 73
CAMSCO Bank-es Penziigytechnikai Tanacsado Kft,
Budapest X 100.0 100.0
Cards & Systerns EDV-Dienstleistungs GmbH, Vienna X 58.0 58.0 EUR 204 180
Cato Grundstiicks-Verwaltungsgesellschaft mbH & Co.
KG, Munich 100.0 100.0
Cato Grundstiicks-Verwaltungsgesellschaft mbH,
Munich 100.0 100.0
CCE Grundstiicksverwaltungs- und Errichtungs-
Gesellschaft m.b.H., Vienna X 100.0 100.0
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Celer Allgemeine Vermigensverwaltungs-,
Investitions- und Beratungs Gasellschaft m.bh.H.,
Budapest X 100.0 100.0
Centrum Promocji Inicjatyw Gospodaqrezych S. A.,
Warsaw 97.8 97.8
Choric Limitec, Dublin 100.0 100.0
Christoph Reisegger Gesellschaft m.b.H., Vienna X 100.0 100.0
CL Dritte Car Leasing GmbH & Co. KG, Camin 100.0 100.0
CL Dritte Car Leasing Verwaltungsgesellschaft mbH,
Camin 100.0 100.0
Clorox Germary GmbH, Munich 99.8 DEM 459,537 7,788
CLV Car Leasing Verwaltungsgesellschaft mbH,
Hamburg 100.0 100.0
CM Manageme:gesellschaf: fiir Geschafts- und
Freizeitcen‘rsn mbH, Munich 100.0 100.0
CcMM Center Maragement Munich GmbH,
Munich 60.0
CMS-Club-Menii-Service Gesellschaft m.b.H. & Cc KG, T
Vienna X 100.0 100.0
CMS-Club-Menii-Service Gesellschaft m.b.H., Vienna X 100.0 100.0
COBB Beteiligungen und Leasing AG, Vienna X 50.2 50.2
Comes Bauconcept GmbH % Co. Grundbesitz KG, o ) i
Munich ’ o ‘ 100.0 100.0 EUR (2,863) (1.844)
Comes Bauconcept GmbH, Munich 100.0 100.0
comle@se & comfin@nce GmbH & Co. KG, Hamburg 100.0 100.0
comle@se online GmbH, Hamburg 100.0 100.0
CoNetwork GmbH, Hamburg - 100.0 100.0
Cornus Immobilien- un¢ Vermietungs GmbH,
Munich 100.0 100.0
Cosmoterra Gesellschaft fiir Immobilienverwaltung o
mbH, Munich 99.0
Country Hotelbetriebsgasellschaft Munich mbH,
Munich 100.0 100.0
Creditanstalt lngatlankezel$ Kft., Budapest X 100.0 100.0 EUR 1,003 180
Creditanstalt International B.V., Amsterdam X 100.0 100.0
Creditanstalt Investmen:t Management Ltd., Londsn X 100.0 100.0
Creditanstalt Investment Services, Inc. (USA),
Wilmington X 100.0 100.0
Cumterra Gesellschaft fir Immobilienverwaltung
mbH, Munich 99.0
Data Austria Datenverarbeitungs GmbH. Vienna X 100.0 100.0 EUR 4,515 1,563
Dataline Datenverarbeitungs GmbH, Vienna X 100.0 100.0
Deering Investment Corporation, Tortola X 100.0 100.0
Delpha Immobilien- und Projektentwicklungs
GmbH & Co. GroBkugel Bauabschnitt Alpha
Managemeni KG, Grol3kizel 100.0 100.0 EUR (22,011) 0
Delpha Immobiiien- und Projektentwick‘ungs
GmbH & Co. Grofkugsl Bauabschnitt Beta
Management KG, Groikugel 100.0 100.0 EUR (41,358) 0
Delpha Immobiiien- und Projektentwicklungs
GmbH & Co. GroBkugel Bauabschnitt Gamma :
Management KG, GroBkugel 100.0 100.0 EUR (33,994) 0
Delpha Immobitien- un¢ Projektentwicklungs GmhH,
GroBkugel T 99.0 99.0
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Deltaterra Gesellschaft fiir Immobilienverwaltung

mbH, Munich 99.0
Diners Club Polska Sp. z 0.0., Warsaw X 100.0 100.0
direktanlage.at AG, Salzburg 100.0 100.0 EUR 5,826 219
Domus-Plan Althaussanierungsges.m.b.H.,

Vienna X 100.0 100.0
Diisseldorf-Miinchener Beteiligungsgesellschaft mbH,

Diisseldorf 100.0 EUR 10,963 (281)
E.G.E. International IV B.V., Amsterdam 100.0 100.0
Eastern Champion Holdings Ltd., Tortola X 100.0 100.0
Entwicklungsagentur Giiterverkehrszentrum Trier [

GmbH, Trier 85.0 85.0
Eratech Spélka Akcyjna, Lodz X 66.0 66.0
Erste ungarische-dsterreichische Investment GmbH,

Budapest X 100.0 100.0
Erzet-Vermogensverwaltungsgeselischaft m.b.H.,

Vienna X 100.0 100.0
Europacenter Bau- und Handeisférderung Ges.m.b H,

Budapest X >50.0 >50.0
Euroventures-Austria-CA-Management GesmbH,

Vienna X 100.0 100.0 EUR 2,201 1,089
FactorBank Aktiengesellschaft, Vienna X 52.0 52.0 EUR 5,722 132
Ferra Immobilien- und Projektentwicklungs

GmbH & Co. Projekt Groffenhainer Strafe

Areal 1 KG, Munich 100.0 100.0
Ferra Immobilien- und Projektentwicklungs

GmbH & Co. Projekt GroBenhainer Strafle

Areal 11 KG, Munich 100.0 100.0 EUR (20,677) 0
Ferra Immobilien- und Projektentwicklungs

GmbH & Co. Projekt GroBenhainer Strafle

Areal 11 KG, Munich 100.0 100.0
Ferra Immobilien- und Projektentwicklungs

GmbH & Co. Projekt Grofenhainer StraBBe

Areal 1V KG, Munich 100.0 100.0
Ferra Immobilien- und Projektentwicklungs

GmbH & Co. Projekt GroBenhainer Strafe KG,

Munich 100.0 100.0 EUR (15,849) 0
Ferra Immobilien- und Projektentwicklungs GmbH,

Munich 100.0 100.0
FlA Securities Trading Company, Dublin 100.0 100.0
Finco Financial Corp. i.L., Miami X 100.0 100.0
Fontana Hotelverwaltungsgesellschaft m.b.H., Vienna X 100.0 100.0
Freizeitpark Oberlaa Vermietungs GmbH, Vienna X 75.0 75.0
Frere Investments Limited, Tortola X 100.0 100.0
Freyburg Investments Limited, Tortola X 100.0 100.0
Fundus Gesellschaft fiir Grundbesitz und Beteiligung

mbH, Nuremberg - 100.0 100.0 EUR 2,226 (784)
Fiinf Héfe GmbH & Co. KG, Munich 100.0 100.0 EUR 14,791 0
G.F.S. Geschiftsbesorgung fiir Sachwerte GmbH,

Munich 100.0 100.0
GALA Grundstiicksverwaltung Gesellschaft m.b.H.,

Vienna X 100.0 100.0
Galileo Gesellschaft fiir Immobilienverwaltung mbH,

Munich 99.0
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Gammaterra Cesellschaft fir Immobilienverwaltung
"~ mbH, Muhich o ST 99.0
Ganymed Immobilienvermietungsgesellschaft m.b.H.,
Vienna X 100.0 100.0 EUR 55,191 957
GBG Servis Spélka z ograniczona sdpowiedz GBG
Sevis Sp.z 0.0., Warsaw X 100.0 100.0
GCCS Golfanlagen Errichitungs- und Verwaltungs
GmbH, Wildenbruch 100.0 100.0
GE Immobilienverwaltungs-GmbH & Co.
Grundstiicks-KG, Munich 100.0 100.0
GE Immobilienverwaltungs-GmbH. Munich 98.0 98.0
Gert Rossow GmbH, Vienra X 100.0 100.0
GfG Gesellschaft fiir Grundbesitz GmbH, Bochuin 100.0 100.0
Gfl-Gesellschaft fiir Inmobilienentwicklung und
-verwerturg mbH, Stuttgart 100.0 100.0
GfR-Gesellschait fiir Rechenzentrumsleistungen rubH,
Stuttgart . L . . 100.0 100.0
GGV Gesellschafi fiir Grundbesitzverwaltung- und
Immobilienmanagement mbH, Dortmund 100.0 100.0
GH Asset Manegement (C.1.), St. Halier X 100.0 100.0
GH Asset Managsment [td., London X 98.5 98.5
GIW Gesellschaft fiir Informationstransfer und
Weiterbildung mbH, Alfter 100.0 100.0 DEM 13,182 193
Goethe Galerie Centermanagement GmbH, Jene 100.0 100.0
Golf- und Courtry Club Seddiner See AG, Berlin 100.0 100.0 EUR 12,005 22
Golf- und Courtry Club Seddiner Sze GmbH,
Wildenbruch 77.0 77.0 EUR (18,802) (10,870)
Golf- und Country Club Seddiner See Management
GmbH, Wildenbruch 100.0 100.0
Gérnoslaskie Centrum Gospodarcze Spélka Akeyina,
Katowice X <100.0 <100.0
GroBkugel Immobilien- und Projektentwicklungs
GmbH, GroBkugel T 99.0 99.0 EUR (5.361) (218)
Grundstiicke- und Gebéudeverwaitungs-Aktien-
gesellschaft Vienna X 75.0 75.0 EUR 32,669 550
Grundstiicksgesellschaft GeibelstraBe Laipzig
mbH & Co KG, Nureniberg 100.0 100.0
Grundstiicksgesellschaft Otkmarschen Park Hamburg
Centerpark, Hamburg 100.0 100.0 EUR (13,191) 40
Grundstiicksgesellschatt Othmarschen Park Hamburg
Gewerbepark, Hamburg 100.0 100.0 EUR (26,689) 0
Grundstiicksgesellschaft Schuhhagen Greifswald
mbH & Co KG, Nuremberg 95.0 95.0
Grundstiicksgesellschaft Simon beschrinkt haftence
Kommanditgesellschaft, Diisseldorf 100.0 92.5
Gustana Menii-Ssrvice Gesellschait m.b.H.,
Vienna ) o X 100.0 100.0 -
H.F.S. Immobil.enfonds Deutschland 10 KG, Muriich . 90.9 90.9 -
H.F.S. Immobil:enfonds Deuischland 13 KG,
Munich : 99.6 99.6
H.F.S. Immobilienfonds Zuropa 1 Beteiligungs GmbH,
Munich 100.0 100.0
H.F.S. Immobiliznfonds Europa 2 Beteiligungs GmbH,
Munich 100.0 100.0
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H.F.S. Immobilienfonds GmbH, Munich 100.0 100.0 EUR (7,117) (1,449)
H.F.S. Immobilienfonds GmbH & Co. Deutschland 16

KG, Munich 100.0 100.0
H.F.S. Immobilienfonds GmbH & Co. Deutschland 17

KG, Munich 100.0 100.0
H.F.S. Immobilienfonds GmbH & Co. Deutschland 18

KG, Munich 100.0 100.0
H.F.S. Immobilienfonds GmbH & Co. Europa 2 KG,

Munich 100.0 100.0
H.F.S. Leasingfonds GmbH & Co. Deutschland

»Chile« KG, Mannheim 100.0 100.0
H.F.S. Leasingfonds GmbH & Co. Deutschland

»Ecuador« KG, Mannheim 100.0 100.0
H.F.S. Leasingfonds GmbH & Co. Deutschland

»Haiti« KG, Mannheim 100.0 100.0
H.F.S. Leasingfonds GmbH & Co. Deutschland

»Indien« KG, Mannheim 100.0 100.0
H.E.S. Leasingfonds GmbH & Co. Deutschland

»Java« KG, Mannheim 100.0 100.0
H.F.S. Leasingfonds GmbH & Co. Deutschland

»Korea« KG, Mannheim 100.0 100.0
H.F.S. Leasingfonds GmbH & Co. Deutschland

»Kuba« XG, Mannheim 100.0 100.0
H.E.S. Leasingfonds GmbH & Co. Deutschland

»Malaysia« KG, Mannheim 100.0 100.0
H.F.S. Leasingfonds GmbH & Co. Deutschland

»Panama« KG, Mannheim 100.0 100.0
H.F.S. Leasingfonds GmbH & Co. Deutschland

»Thailand« KG, Mannheim 100.0 100.0
H.F.S. Leasingfonds GmbH, Munich 100.0 100.0
H.F.S. Leasingsfonds GmbH & Co. Deutschland

»Hawai« KG, Mannheim 100.0 100.0
H.F.S. Schiffs-Leasingfonds GmbH, Munich 100.0 100.0
H.F.S. Zweitmarktfonds GmbH, Munich 100.0 100.0
Harmony Limited Partnership, George Town 58.0 58.0
Hawa Grundstiicks GmbH & Co OHG Hotelverwaltung,

Munich® 100.0 0.5
Hawa Grundstiicks GmbH & Co OHG Immobilien-

verwaltung, Munich® 100.0 0.5
Hekla Immobilien- und Projektentwicklungs

GmbH & Co. Hotel Jena KG, Jena 100.0 100.0 EUR (5,710) (6,172)
Hekla Immobilien- und Projektentwicklungs

GmbH & Co. Vermietungs KG, Munich 100.0 100.0
Hekla Immobilien- und Projektentwicklungs GmbH,

Munich 100.0 100.0
HL Eurocopter Leasing GmbH & Co. KG, Camin 100.0 100.0
HL Eurocopter Leasing Verwaltungsgesellschaft

mbH, Camin 100.0 100.0
HM Leasing GmbH, Vienna X 100.0 100.0
HMIS Management Information & Service GmbH,

Munich 100.0 100.0
Hotel Elephant und Erbprinz GmbH, Weimar 100.0 100.0 EUR - 643 436
Hotel Flurstenhof Betriebsgesellschaft mbH,

Leipzig 100.0 100.0
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Hotel Konigskof Dresden Betriebsgesellschaft mbH,
Dresden 100.0 100.0
Hotel Seddiner See GmbH, Wildenbruch 77.0 77.0
HVB Akademis, Gesellschaft fiir berufliche
Weiterbildung und Managementtraining mbH,
Unterhaching 100.0 EUR 2,902 417
HVB Asset Leasing Limited, London 100.0 100.0
HVB Beteiligur:gs-GmbH & Co. Verwaltungs-KG,
Munich 100.0
HVB Beteiligungsgesellschaft mbH, Munich : 100.0 EUR 788 1
HVB Cape Blarnic LLC, Wilmington 100.0 100.0
HVB Capital Asia Limitad, Hong Kceng T 100.0 JPY 15,000,000 (64,107)
HVB Consult GmbH, Munick 100.0 10.0 EUR 2,346 1,009
HVB Direkt Gesellschaft fiir Direktservice und
Direktvertrieb mbH, Muaich 100.0 23
HVB Expertise GmbH, vunich 100.0
HVB Export Leasing GmbH, Munich 100.0
HVB Finance (Delaware) Inc., Wilmington 100.0°
HVB Finance London Limited, Lonidon 100.0
HVB Finanziaria S.p.A., Milan 100.0 ITL 8,236,016 1,263,032
HVB Funding Trust 11, Wilmington 100.0
HVB Funding Trust Iv, Wilmington 100.0
HVB Gesellschaft filr Gebdude Beteiligungs GmbkH, -
Munich 100.0
HVB Gesellschaft fir Gebdude mbH & Co KG, Munich 100.0
HVB Immobilie Slovakia spol. s.r.o.. Bratislava o 100.0
HVB Immobilien Verwaliungs GmbH, Munich 100.0
HVB Immobilien-Gesellschaft mbE, Munich 100.0 EUR 3,539 732
HVB International Asset Leasing GmbH, Munich 100.0
HVB Jelzdlogbznk Rt., Budapest 100.0 HUF 3,998,870 36,823
HVB Leasing Infernational GmbH & Co. KG, Hamburg 100.0 100.0
HVB Leasing Limited Partne-ship, Wilmington 100.0 1.0
HVB Private Assets GmbH, Frankfurt/Main 100.0 100.0 EUR 4,009 747
HVB Profil Gesellschaft fiir Personalmanagement wmbH,
Munich 100.0
HVB Projects & Subsidiaries, Inc., New York 100.0 100.0
HVB Projekt Emilienhof GrebH & Co. KG. Munich 100.0 100.0
HVB Projekt Emilienhof Verwaltungs GmbH, Munich 100.0 100.0
HVB Projekt GmbH, Munich 100.0 EUR 25,622 3
HVB Projekt Immobilien- und Projektentwicklungs
GmbH, Munich 100.0 100.0
HVB Real Estate Capital Frarce S.A.
(formerly BV l'rance), Paris <100.0
HVB Real Estate Capital Italia S.p.A., Milan 100.0
HVB Reality CZ s.r.0., Pragus - 100.0 CzK (28,222) (477.318)
HvVB Secur GmbH, Unterhaching 80.0
HVB Tecta GmbH. Munich 100.0 EUR 1,577 (236}
HVB Verwa 1 GmaH, Munich 100.0
HVB-Offene Unternehmensbeteiligungs-Aktien-
gesellschaft. Munich 100.0 EUR 12,726 205
Hyperion Immobilienvermis:ungsgesellschaft m.b.H.,
Vienna X 100.0 100.0 EUR 49,479 872
Hypo stavebni sporitelna a.s., Prague 100.0 100.0 EUR 18,665 1,244
Hypo-Bank Ireland i.L., Dublin 100.0
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Hypo-Bank Verwaltungszentrum GmbH und
Bayerische Hypotheken- und Wechselbank AG GbR
Objekt Unterféhring, Munich® 100.0
Hypo-Bank Verwaltungszentrum GmbH,
Unterfohring 100.0
Hypo-Immobilien-Service Gesellschaft mit
beschrinkter Haftung, Munich 100.0 2.6
Hypo-Ingatlan Ingatlaforgalmazasi Kft., Budapest 100.0 100.0
Hypo-Leasing Hungéria Kft., Budapest 100.0 100.0
Hypo-Real Haus & Grundbesitz Gesellschaft mbH
& Co. ImmobilienVermietungs KG, Munich 80.0 80.0 EUR 5,456 (2,742)
Hypo-Real Haus- und Grundbesitz Gesellschaft mbH,
Munich 100.0 100.0
Hypolux Portfolio Management (HPM) S.A.,
Luxembourg 100.0 100.0
HypoVereinsbank Bulgaria GmbH, Munich 100.0 EUR 11,063 227
HypoVereinsImmobilien E00D, Sofia 100.0 100.0
I.P.I. Investments Limited, Gibraltar 100.0 100.0
I.P.1. (Braintree) Limited, Gibraltar 100.0 100.0
1.P.1. (Bristol) Limited, Gibraltar 100.0 100.0
1.P.1. (Bury) Limited, Gibraltar 100.0 106.0
L.P.I. (Daventry) Limited, Gibraltar 100.0 100.0
1.P.1. (Runcorn) Limited, Gibraltar 100.0 100.0
L.P.I. (Telford) Limited, Gibraltar 100.0 100.0
L.P.I. Properties (Holdings) Limited, Gibraltar 100.0 100.0 GBP 1,008 1,006
IB Austria Financial Advisors d.o0.0., Zagreb X 100.0 100.0
IFIS Immobilienfinanzierung Information Service
GmbH, Unterfshring 100.0
IL Zweite Industrie Leasing GmbH & Co. KG, Camin 100.0 100.0
IL Zweite Industrie Leasing Verwaltungsgesellschaft
mbH, Camin ) 100.0 100.0
Immobilien-Besitzgesellschaft Heumarkt 50 mbH,
Bochum 100.0 100.0
Imwa Gesellschaft fiir Inmobilienverwaltung mbH,
Munich 95.0
INDEXCHANGE Investment AG, Munich 100.0 EUR 11,200 (1,826)
Industrie-Immobilien-Verwaltung Gesellschaft m.b.H.,
Vienna X 99.9 99.9
Internationale Tourismus-Investment-Service
(Tourism Investment Services International)
Gesellschaft m.b.H., Vienna X 100.0 100.0
Interra Gesellschaft fiir Immobilienverwaltung mbH,
Munich 100.0
Isar Gotham West 38th LLC, New York 100.0 100.0
Isar Related West 20th LLC, New York 100.0 100.0
[sar-Seine Immobilien GmbH, Munich 100.0
J. Griesmayr GmbH, Vienna X 100.0 100.0
KB-Leasing Gesellschaft m.b.H., Vienna X 100.0 100.0
KHR Projektentwicklungsgesellschaft mbH & Co.
Objekt Bornitzstrasse 1 KG, Munich 99.0 99.0 EUR (7.644) 12,782
KHR Projektentwicklungsgesellschaft mbH & Co.
Objekt Bornitzstrasse 1 KG, Munich 99.0 99.0 EUR (7,160) 10,226
KHR Projektentwicklungsgesellschaft mbH & Co.
Objekt Bornitzstrasse III KG, Munich . 99.0 99.0 EUR (5,707) 4,090

BT
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KHR Projekteniwicklungsgesellschaft mbH & Co. T
Objekt Bornitzstrasse KG, Munich 99.0 99.0 EUR (16,320) 35,790
KHR Projekteniwicklungsgesellschaft mbH,
Munich 99.0 99.0
KLEA zS-Immobilienvertaietung G.m.b.H,, Vienna X 100.0 100.0 EUR 2,587 69
KLEA zS-Liegenschaftsvermietung G.m.b.H., Vienna X 100.0 100.0 EUR 3,018 612
KM Leasing GmbH, Vienna X 100.0 100.0
KSG Karten-Verrechnungs- und Servicegesellschaft
m.b.H., Vieana X 100.0 100.0 EUR 2,135 199
Lahe Grundstiicks GmEH & Co. KG, Munich 100.0 100.0 EUR 22,319 1,421
Lahe Grundstiicks Verwaltungs GinbH, Munich 100.0 100.0
Landos Immobilien- und Projektentwicklungs
GmbH & Co. Grundstiicksentwicklungs KG,
Munich 100.0 100.0 EUR (12,744) (888)
Landos Immobilien- und Projektentwicklungs GinbH,
Munich 100.0 100.0
LB Beteiligungsgsselischaft Sofia, Sofia X 100.0 100.0
LB Fonds Beraiungsgesellschaft m b.H., Vienna X 100.0 100.0 EUR 88,668 94
LB Holding Gessllschaft m.b.H., Vienna X 100.0 100.0 EUR 47,525 99
LB-Beteiligungs-Aktiengesellschaft, Biel X 100.0 100.0 EUR 3,138 15
Leaseffect-Leasing Gesellschaft m b.H., Vienna X 100.0 100.0
Lenzing Aktiergesellschaft, Lenzing X 50.1 50.1 EUR 232,032 4,287
group with subsidiaries:
Asia Fiber Engineering CmbH, Vienna X 100.0 100.0
Bacell Hande sgesellschaft m.b.H., Lenzing X 100.0 100.0
BLZ - Bildungszentrum Lenzing GmbH,
Lenzing X 75.0 75.0
Cellulose Censulting GmbH, Vienna X 100.0 100.0
Kilo Holding GmbH, Vienna X 100.0 100.0
Lenzing Deutschland Syrcell GmbH, Ditzingen X 100.0 100.0
Lenzing Fikers Corporation, Lewland X 100.0 100.0
Lenzing Freace S.a.rl., Paris X 100.0 100.0
Lenzing Lyocell GmbH & Co. K¢, Heiligenkreuz X 100.0 100.0
Lenzing Lyocell GmbH, Heiligenkreuz X 100.0 100.0
Lenzing Periormance Inc., Lowland X 100.0 100.0
Lenzing Technik GmbH & Co. KG, Lenzing X 100.0 100.0
Lenzing USs Corp., Lowland X 100.0 100.0
Tabuk Unlimited, Dublin X 100.0 100.0
Teifi Limited, Dublin X 100.0 100.0
LFL Luftfahrzeug Leasing GmbH, Hamburg 100.0 100.0
Lion Capital Management (Bermuda) Ltd., Hamilton 100.0
Long Grove N.V_, Curacao X 160.0 100.0
Maffei Vermogensverwaltung AG, Zurich 100.0 100.0 EUR 1,322 163
Manfred Handbiichler GimnkH, Vienna X 100.0 100.0 Co
Marienplatz GroBgarage GmbH, Munich 66.7 DEM 1,278 603
Martius Investiient Company, Dublin 100.0 100.0
MB Liegenschalisverweriung Gesellschaft m.b.H.,
Vienna X 100.0 100.0
MC Marketing GmbH, Vienna X 51.0 51.0
Mediaselect Werbegesellschaft m.b.H., Vienna X 70.0 70.0
Merian Gesellschaft fiir Immobilienverwaltung mbH,
Munich 99.0
Meridies Grundbesitz- und Eebauungsgesellschaft
mbH, Municia 100.0 100.0

- ________________________________________________|
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Merkurhof Grundstiicksgesellschaft mit beschrankter

Haftung, Hamburg 100.0 100.0 EUR 11,149 172
Milleterra Gesellschaft fiir Immobilienverwaltung
mbH, Munich 99.0
Motor-Finanz GmbH, Bremen 100.0 100.0
Move Mobiiien Verwertungs GmbH, Vésendorf X 100.0 100.0
Mulrangin Ireland, Dublin 100.0 100.0
Nederlandse Hypotheekbank N.v., Amsterdam 100.0 100.0 NLG 4,315 135
New Century Kids Erste Filmproduktion GmbH & Co.
KG i.G., Munich 100.0 100.0
New Uncle B’s Bakery Corp. i.L., Greenwich X 100.0 100.0
NiB Norddeutsche Innovations- und Beteiligungs-
gesellschaft mbH, Hamburg 100.0 100.0 EUR 16,947 5,735
Noris Leasing Gesellschaft mit beschrankter Haftung,
Nuremberg 100.0 100.0
Northern Express Terminals (N.E.T.) B.V.,
Groningen 100.0 100.0
NRS Grundstiicksverwaltungsgesellschaft mbH, Munich 100.0 100.0
0.G. Investment Management Services B.V., Utrecht 100.0 100.0
Olos Immobilien- und Projektentwicklungs GmbH
& Co. Grundstiicksentwicklungs KG, Munich 100.0 100.0
Olos Immobilien- und Projektentwicklungs GmbH
& Co. Vermietungs KG, Munich 100.0 100.0
Olos Immobilien- und Projektentwicklungs GmbH,
Munich 100.0 100.0
Omnia Grundstiicks-GmbH & Co. Betriebs Kg,
Munich <100.0 2.0
Omnia Grundstiicks-GmbH & Co. Objekt
Eggenfeldener StraBe KG, Munich 100.0
Omnia Grundstiicks-GmbH & Co. Objekt
Haidenauplatz KG, Munich 100.0
Omnia Grundstiicks-GmbH & Co. Objekt
Ostragehe KG, Munich 100.0
Omnia Grundstiicks-GmbH & Co. Objekte Sylt KG,
Munich 100.0
Omnia Grundstiicks-GmbH, Munich 100.0
ORAG Polska Sp.z.0.0, Warsaw X 100.0 100.0
ORAG Praha spol. s.r.o., Prague X 100.0 100.0
ORAG-Immobilien Ges.m.b.H.-Vermietungs OHG, Vienna X 100.0 100.0
ORAG-Immobilien Ges.m.b.H. Finanzierungs OEG,
Vienna X 100.0 100.0
ORAG-Immobilien Vermittlungsgesellschaft m.b.H.,
Vienna X 100.0 100.0
Orestos Immobilien-Verwaltungs GmbH, Munich 100.0 100.0
Osterreichisches Verkehrshiiro Aktiengesellschalft,
Vienna X 55.3 55.3 EUR 50,342 7,907
Othmarschen Park Hamburg Wohn- und Gewerbepark
GmbH, Hamburg 51.0 51.0
P.R.P. Performa Research & Portfolio Management AG,
Vaduz 100.0 100.0 CHF 1,635 799
Palais Rothschild Vermietung GmbH, Vienna 100.0 100.0
Palais Rothschild Vermietungs GmbH & Co OEG, Vienna 100.0 100.0 EUR 2,172 (8)
Parkhotel Radebeul Betriebsgesellschaft mbH,
Radebeul 100.0 100.0




=

Name and registered offics Bank Percentage interest Currency- Equity capital Net income
Austria? total of which: in thousands  in thousands
Sect. 16 (4), held of currency of currency
Stock indirectly units units
Corporation Act
Parus Gesellschaft fiir lnmobilienverwaltung mbH,
Munich 99.0
PBK Asset Management Spdlka Akcyjna, Warsaw X 99.9 99.9
PBK ATUT Towarzystwo Funduszy Inwestyjnych
Spdlka Akcyjna, Warsaw ' X 100.0 100.0
PBK Inwestycje Spélka Akcyjna, Warsaw X 100.0 100.0
PBK Leasing Suélka Akcyjna, Warsaw X 100.0 100.0
PBK Nieruchomosel Spélka z ograaiczona
odpowiedzia, Warsaw X 100.0 100.0
PBK Ochrona Spilka Akcyjna, Warsaw X 100.0 100.0
Pegasus Bautrdger GmbH, Neutraubling 99.0
Pegasus Projeci Stadthaus Halle GinbH, Munich 100.0
Pension Consult Beratungsgesellschaft fiir
Altersvorsorge mbH, Munich 100.0 100.0
Perterra Gesellschaft fiir Immobilienverwaltung mbH,
Munich 99.0
Peter Frank GmibH, Vierna X 100.0 100.0
PHW Vermoégerisverwaliung GmbH, Munich 100.0 DEM 648 34,063
PKBL Spoika Akcyjna, Lubin. X 84.5 84.5
Plan Trade Gesallschaft fiir Immobilienverwaltung
mbH, Munich 100.0 27
Plottos Verwaliuagsgesellschaft mbH & Co.
Immobilien- und Vermietungs kG, Munich 100.0 100.0 EUR (33,090) (29,551)
Plottos Verwaliuagsgesellschaft mbH, Munich 100.0 100.0
Portia Grundstiicks-Verwaltungsgesellschaft mbH & Co.
Objekt XG, Isinaning 100.0
Portia Grundstiicksverwaltungs-Gesellschaft mit
beschrankter Haftung, Ismaning 100.0
Prestine International Ltd.. Tortola X 100.0 100.0
Primeo Fund Limited, George Town X 100.0 100.0
Prunus Immobilien- und Projektentwicklungs GinbH,
Munich . ‘ 100.0 100.0
Quadraterra Gesallschaft fiir Immobilienverwaltung
mbH, Munich 99.0
Quinterra Geselschaft fiir Immobilienverwaltung
mbH, Munich 99.0
R.B.I. spol. sr. 0., Bratislava X 60.0 60.0
Rana-Liegenschaftsverweriung AG, Vienna X 99.0 99.0
Rest-Invest Spaika z ograniczona odpowiedzi alnosica,
Warsaw X 100.0 100.0
Rhapsody Limiied Partnarship, George Town X 58.0 58.0
Rhoterra Gesellschaft fiir immobilienverwaltung mbH,
Munich 99.0
Richland Hills Center L.F., Dallas 100.0 100.0 usD 5,183 316
Risklab GmbH Private Research Institute for Financial
Studies, Munich 100.0 100.0
Riverplate Finance Ltd.. London X 85.0 85.0
Rolin Grundstiicksplanungs- und -verwaltungs-
gesellschaft mbH, Munich 100.0 100.0 EUR 2,732 1,016
Roncasa Immobilien-Verwaltungs GmbE, Munich 90.0 90.0 EUR (30,166) 4
Rotus Immobilien-Verwaltungs GmbH & Co. Objekt
Eggenfeldens:> Stra3e KG. Munich 97.0 97.0 EUR (44,303) 1,882
Rotus Immobilien-Verwaltungs GmbH, Munich 100.0 100.0
RR Fund, Dublin 100.0 100.0
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Rudolf Hinterecker GmbH, Vienna X 100.0 100.0
Salvatorplatz-Grundstiicksgesellschaft mbH & Co. OHG

Saarland, Munich® 100.0
Salvatorplatz-Grundstiicksgesellschaft mbH, Munich 100.0
Saphira Immobilien- und Projektentwicklungs GmbH

& Co. Frankfurt City West Office Center und

Wohnbau KG, Munich 99.0 99.0 EUR 0 86,945
Saphira Immobilien- und Projektentwicklungs GmbH,

Munich 99.0 99.0
SCB Industriebeteiligungen 1989 Gesellschaft m.b.H.,

Vienna X 100.0 100.0 EUR (10,594) (4)
Schiffler-Block Objekt-GmbH & Co KG, Munich 100.0 1.0 EUR 3,612 0
Schéffler-Hof Objektgesellschaft Beteiligungs-GmbH,

Munich 100.0
SchloBberg-Projektentwicklungs-GmbH und Co 683 KG,

Munich 99.0 99.0
Schoeller - Dienstleistungs GmbH, Vienna 100.0 100.0 EUR (1,099) 1
Schoeller Capital Management AG, Vienna 100.0 100.0 EUR 15,233 1
Schoeller Leasing Gesellschaft m.h.H., Vienna 100.0 100.0
Schoeller Leasing Gesellschaft mbH & Co. KG, Vienna 100.0 100.0
Schonefeld Wohn- und Gewerbebau GmbH & Co.

»Neues Wohnen« KG, Schonefeld 99.0 99.0 EUR (4,584) 0
Schénefeld Wohn- und Gewerbebau GmbH & Co.

Dorfanger KG, Schonefeld 90.0 90.0
Schénefeld Wohn- und Gewerbebau GmbH,

Schoénefeld 99.0 99.0
Selfoss Verwaltungsgesellschaft mbH, Munich 100.0 100.0
Self Trade Casino SA, Paris 51.0 51.0
SFB Stockerauer Finanzierungsberatungs- und

Beteiligungsgesellschaft m.b.H., Stockerau X 100.0 100.0
Shop in der Kunsthalle GmbH Miinchen, Munich 100.0
SIA VereinsLeasing Riga, Riga 100.0 100.0
Simon AG i.L., Diisseldorf <100.0 DEM 5,574 819
Sirius Immobilien- und Projektenwicklungs GmbH,

Munich 99.0 99.0 EUR (141,040) 17,319
SKWB Schoellerbank Financial Services GmbH, Vienna 100.0 100.0 1
SKWB Schoellerbank Invest AG, Salzburg 100.0 100.0 EUR 3,093 460
sm-end-2-end.de AG, Munich 67.0
Softwareservice- und -beratungsges. m.b.H., Vienna X 100.0 100.0
Solos Immobilien- und Projektentwicklungs GmbH &

Co. Sirius Beteiligungs KG, Munich 100.0 100.0 EUR (28,356) (14)
Solos Immobilien- und Projektentwicklungs GmbH,

Munich 100.0 100.0
SR Immobilien Verwaltungs GmbH, Munich 100.0
ST Liegenschaftsverwertungs Aktiengesellschaft,

Vienna X 99.7 99.7 EUR 9,129 498
STEL-Holding GmbH, Vienna X 99.8 99.8
Steyr Mannlicher Aktiengesellschaft & Co KG, Steyr X 100.0 100.0 EUR 169 (3,714)
Steyr-Mannlicher Aktiengesellschaft, Steyr X 100.0 100.0
Suhler Jagd- und Sportwaffen GmbH, Suhl X 51.0 51.0
Surfside Vermont Real Estate Corporation I (SVRECI),

New York 100.0
Synterra Gesellschaft fiir Immobilienverwaltung mbH,

Munich 99.0
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T & P Frankfuri Development B.v., Amsterdam 87.5 87.5 EUR (7.456) (2,114)
T & P Vastgoed Stuttgart B.V., Amsterdam 87.5 87.5 EUR (15,694) (7,003)
Tai Tam Limited, London 100.0
Teledata Consulting und Systemmanagement
Gesellschafi mn.b.H., Vienna X 100.0 100.0
Terra Magna Gasellschaft fiir Immobilienverwaltung
mbH, Munich : : 99.0
Terronda Development B.V., Amsterdam 100.0 100.0
The cA Managzment Company Ltd., St. Peter Port X 100.0 100.0
The Greater Manchester Property Enterprise Fund
Limited, London 100.0 < 100.0 GBP 1,497 1,300
TL 1 Tank Leasing Verwaltangsgeselischaft mbH,
Camin ‘ o 100.0 100.0
TL Dritte Tank Leasing Verwaltungsgesellschaft mbH,
Hamburg 100.0 100.0
TL Flinfte Tank Leasing GmbH & Co. KG, Camin 100.0 100.0
TL Zweite Tank Leasing Verwaltungsgesellschaft mbH,
Camin 100.0 100.0
Tolmers Company, Dublin : 100.0 100.0
Towarzystwo Ubszpieczeniowe PBK Spdlka Akcyjna,
Warsaw X 100.0 100.0
Transterra Gesalischaft fiir Immobilienverwaltung
mbH, Munich 99.0
Treuconsult Beieiligungsges=llschaft m.2.H. & Co
Geschiftsausstattungsleasing kG, Vienna X 100.0 100.0
Treuconsult Beteiligungsgessllschaft m.b.H. & Co kG,
Vienna X 100.0 100.0
Treuconsult Beteiligungsgesallschaft m.b.H., Vienna X 100.0 100.0 EUR 93,760 297
Triterra Gesellschaft fiir [Immobilienverwaltung mbH,
Munich 99.0
TSG EDV-Terminal-Service Ges.m.k.H., Vienna X 100.0 100.0
Tumulus B.V., Arasterdam 61.7 61.7
TWS Transportinittel-Vermietung Beteiligungs-
gesellschaft mbH, Camin 100.0 100.0
TWS Transportmittel-Vermietung GmbH & Co. K, o
Camin T 100.0 100.0 EUR 2,856 16
UBF Mittelstandsfinanzierungs AG, Vienna .- . ¢ 100.0 100.0
Ubiterra Gesellschaft fiic Immobilianver waltung mbH,
Munich 100.0 100.0
Union Verwaltungs- und Treuhanc-Gesellschaft mit
beschrinkter Hafturg, Hamburg 100.0 100.0
Universale-Bau Aktiengese lschaft, Vienna X 100.0 100.0 EUR 67,151 2,552

group with subsidiaries:

»Bruno Freibauer-Fonds« Unterstiitzungs-

einrichtung GmbH, Vierna X 100.0 100.0
»Unimac« Planungs- und Baugesellschaft m.b.H.,

Vienna X 100.0 100.0
»Universale-Bau« Geselischaft ni.h.H., Munich X 100.0 100.0
Arpad Center Invest. und Dienstleistungs-

bauges.m.b.H., Budapest X 74.1 74.1
Bautechniscite Priif- u. Versuchsanstalt Geseliscaaft

m.b.H,, Maria Lanzendorf X 100.0 100.0
CARE-Realitdten Ges.m.b.H. & Co. KG, Vienna X 100.0 100.0
CARE-Realititen Ges m.h.H., Viznna X 100.0 100.0

|
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Dritte UNIPRO Immobilien-Projektierungs-
gesellschaft m.b.H, Berlin X 100.0 100.0
Erste UNIPRO Immobilien-Projektierungs-
gesellschaft m.b.H., Berlin X 100.0 100.0
Frohlich, Bau- und Zimmereiunternehmen,
Gesellschaft m.b.H., Kapfenberg X 100.0 100.0
Grund- und Sonderbau Gesellschaft m.b.H., Vienna X 100.0 100.0
GRUWA Grundbau und Wasserbau GmbH, Berlin X 100.0 100.0
H. Schu & Co. Spezial-Abbruchunternehmen
Gesellschaft m.b.H., Vienna X 100.0 100.0
Hazet Bauunternehmung GmbH & Co KG, Vienna X 100.0 100.0
HAZET Bauunternehmung GmbH, Vienna X 100.0 160.0
Ing. Arnulf Haderer Gesellschaft m.b.H., Vienna X 100.0 100.0
International Business Center Kft., Budapest X . 100.0 100.0
I1SB Universale Bau GmbH, Brandenburg X 100.0 100.0
Objekta Errichtungs- und Verwertungsgesellschaft
m.b.H., Salzburg X 100.0 100.0
OEKOTECHNA Entsorgung- und Umwelitechnik
Gesellschaft m.b.H., Vienna X 100.0 100.0
P & U Biiro- und Wohnparkerrichtungsges.m.b.H.,
Vienna X 100.0 100.0
PMG Bauprojektmanagementgesellschaft m.b.H.,
Vienna X 100.0 100.0
Property Partners Service- und Investitions-
ges.m.b.H, Budapest X 100.0 100.0
UiB Universale Bau Holding Gesellschaft m.b.H.,
Berlin X 100.0 100.0
Union - Baugesellschaft, Baumaschinenhandels KG,
Vienna X 100.0 100.0
Universale Bahnbau Gesellschaft m.b.H.,
Salzburg X 100.0 100.0
Universale Belgium S.A., Uccle, Brussels X 100.0 100.0
Universale Budapest Kft., Budapest X 100.0 100.0
Universale International Gesellschaft m.b.H.,
Vienna X 100.0 100.0
Universale International Projektmanagement
GmbH, Berlin X 100.0 100.0
Universale International spol s.r.0., Prague X 100.0 100.0
Universale-International Projektszervezesi Kft.,
Budapest X 100.0 100.0
Weinfried Bautrdger Gesellschaft m.b.H., Vienna X 100.0 100.0
Zapadni Trgovacki Centar d.o.o., Rijeka X 100.0 100.0
Zitna Building s.r.0., Prague X 100.0 100.0
Zweite Unipro Immobilien-Projektierungs-
gesellschaft m.b.H., Berlin X 100.0 100.0
Uraby Limited, Dublin 100.0 100.0
US Office Great American Tower L.P., Dallas 100.0 100.0
Us Office 11 L.P., Dallas 100.0 100.0
Us Office IV L.P., Dallas 100.0 100.0
Us Office V L.P., Dallas 100.0 100.0
Us Office vi1 L.P., Dallas 100.0 100.0
US Property Investments Inc., Dallas 100.0 100.0 USD 44,383 3,337
usl-Investments Inc., New York 100.0 100.0 usp 562 1,297
V.M.G. Vermietungsgesellschaft mbH, Munich 100.0 100.0
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VB Europa Erste [mmobilien - Objzkt Niederlande -

Verwaltungs (mbH, Hamburg 100.0 100.0 EUR 1,740 751
vB Europa Immobilien Verwaltungs GmbH, Hamburg 100.0 100.0
vB Fund Services Limited, Dublin 100.0 100.0
VB Private Equiiy GmbH, Hamburg 100.0 100.0
vB Treuhand GmbH, Hamburg 100.0 100.0
VB USA Immobiiien Verwaltung GmbH, Hamburg 100.0 100.0
VCI Volta Center Immobilienverwaltungs GmbH,
Munich 99.0 99.0 EUR (32,632) G
Vega Informatik Projekt Consult EDV-Software- 7 7
entwicklungsgesellschaft m.b.H., Vienna X 100.0 100.0
Verba Verwaltungsgesellschaft mbH, Munich T 64.3
Vereinsbank Leasing Iniernetional GmbH & Co KG,
Hamburg 100.0 100.0
Vereinshank Leasing Iniernational Verwaltungs-
gesellschaft mbH, Hamburg 100.0 100.0
Vereinsbank-Inimobilien-Verwaltungs GmbH,
Hamburg 100.0 100.0 EUR 1,915 646
Vereinsbank-Internationale-immobilien-Verwaltungs T
GmbH, Hamburg - 100.0 100.0 EUR 807 439
VereinWest Ovesseas Finance {(Jersey) Limited, T
St. Helier 100.0 100.0
Verwaltung Grundstiicksgesellschaft Geibelstra3e
Leipzig mbH, Nuremberg 100.0 100.0
Verwaltung Grundstiicksgesellschaft Schuhhagen
Greifswald mbH, Nuremberg 100.0 100.0
Verwaltungsgessllschaft Katharinenhof mbH, Hamburg T 100.0 100.0
Vivaterra Gesellschaft fir Immobilienverwaltung mbH,
Unterféhring 99.0
Von Ernst Capital Management SA, Luxembourg 100.0 100.0 CHF 10,748 10,308
Von Ernst Deutscialand Gasellschaft fiir Vermégens-
planung mbH, Frankfurt/Main 100.0 100.0
Von Ernst Fund Management AG, Berne T 100.0 100.0 CHF 10,548 3,110
Von Ernst Trust & Consulting AG, Zurich 100.0 100.0
vuwB Investments Inc., New York ’ 100.0 100.0
vv City General Partner Ltd., London 100.0 100.0
VV CR 1s.r.o., Prague 100.0 100.0
vv Edinburgh General Partner Ltd., London i 100.0 100.0
vv Edinburgh Retail Warehouse General Partner Ltd.,
London 100.0 100.0
vV Epsom General Partner Ltd., London 100.0 100.0
vv General Partuer Ltd., _ondon 100.0 100.0
vv Hungaria I Szolgaltato es Tanacsado Kft., Budapest 100.0 100.0
vv Immobilien Verwaltungs GmbH. Munich 70.0 DEM 2,090 1,090
vv Milton Keynes General Partner Lid., London T 100.0 100.0
vv Nominees Ltd., London 100.0 100.0
vV Northampton (General Partner Ltd., London 100.0 100.0
vv Northhampton (No 2) General Partner Ltd., London T 100.0 100.0
vV Real Property :.P. Livited, London 100.0 100.0
vV Redhill General Partner Ltd., London 100.0 100.0
vV Scho General Partner Ltd., London 100.0 100.0
Vv Stockton General Pariner Ltd., London 100.0 100.0
vv Taunton Genoral Partnier 1.td., London 100.0 100.0
vV Wolverhamptoa General Partner Ltd., London T 100.0 100.0




Name and registered office Bank Percentage interest Currency Equity capital Net income
Austria’ total of which: in thousands  in thousands
Sect. 16 (4), held of currency of currency
Stock indirectly units units
Corporation Act
vVB Gesellschaft zur Vermittlung von Finanz-

dienstleistungen mbH, Munich 100.0 80.0
VYY-Verméogensverwaltungsgesellschaft m.b.H.,

Vienna X 100.0 100.0
WBI Beteiligungs Ges.m.b.H., Vienna X 100.0 100.0 EUR 240,196 7,887
WEAG Leasing Gesellschaft m.b.H., Vienna X 100.0 100.0
WEILBURG Grundstiickvermietungsgesellschaft m.b.H.,

Vienna X 100.0 100.0 EUR 2,535 (294)
Westfalen Immobilien-Servicegesellschaft mbH,

Bochum 100.0 100.0
Westfalen Kapitalverwaltungsgesellschaft mbH,

Bochum 100.0 100.0
Westhyp Finance B.V., Amsterdam 100.0 100.0 EUR 1,498 476
Westhyp Immobilien Holding GmbH, Dortmund 100.0 100.0
WestHyp Immobilien Management GmbH,

Dortmund 100.0 100.0
WHI-Wiirttemberger Hypo Immobilienbewertungs-

und Beratungsgesellschaft mbH, Stuttgart 100.0 100.0
WIGAST Gesellschaft m.b.H., Vienna X 100.0 100.0 EUR 10,627 7,138
Wirtschaftsverein der Angestellten der Creditanstalt-

Bankverein, reg. Gen.m.b.H., Vienna X 54.7 54.7 EUR 9 (1,649)
Wochenkurier Verlagsgesellschaft mbH, Hagen 75.0 75.0 EUR 590 538
Wiistenrot stambena stedionica d.d., Zagreb X 100.0 100.0 EUR 3,602 (1,395)
Zentralexport Handelsgesellschaft m.b.H., Vienna X 100.0 100.0
2 Associated companies
21 Companies valued at equity*

211 Banks and financial institutions
Adria Bank Aktiengesellschaft, Vienna X 29.3 29.3 EUR 27,719 954
B.1LI. Creditanstalt International Bank Ltd.,

George Town X 50.0 50.0 KYD 12,795 2,669
Banco B.1. Creditanstalt $.A., Buenos Aires X 50.0 50.0 ARS 54,600 5,386
Banco Popular Hipotecario S. A., Madrid <50.0 EUR 79,941 5,313
Bank fiir Kdrnten und Steiermark Aktiengesellschaft,

Klagenfurt X 29.1 29.1 EUR 170,582 12,427
Bank fiir Tirol und Vorarlberg Aktiengesellschaft,

Innsbruck X 41.7 41.7 EUR 204,913 22,093
Bausparkasse Wiistenrot Aktiengesellschaft, Salzburg X 26.0 26.0 EUR 329,216 6.847
International Moscow Bank, Moscow 41.0 UsD 80,396 24,122
Investkredit Bank AG, Vienna X 26.7 26.7 EUR 269,381 20,930
Oberbank AG, Linz X 32.4 32.4 EUR 379,234 27,271
Qesterreichische Kontrollbank Aktiengesellschaft,

Vienna X 49.2 49.2 EUR 231,194 27,569
21.2  Other companies*

3. Anlagen Vermietung Gesellschaft m.b.H., Vienna X 50.0 50.0
Incorporated in the subgroup totals for
Bank Austria Creditanstalt Leasing GmbH, Vienna

(see “Subsidiaries/

Consolidated subsidiaries” below):

Bank Austria — Wiener Stadtische KFZ Leasing

GmbH, Vienna X 50.0 50.0




Name and registered ofiice Bank Percentage interest Currency Equity capital Net income
Austria” total of which: in thousands  in thousands
Sect. 16 (4), held of currency of currency
Stock indirectly units units
Corporation Act

Bank Austria Leasing IMMORENT Immobilien-

leasing GmbH, Vienna X 50.0 50.0

Brewo Grundstiicksverwaltungs-Gesellschaft

m.b.H., Vienna X 25.0 25.0

CAC Leasing Slovakia a.s., Bratislava X 30.0 30.0

CAC-Leasing a.s., Prague X 50.0 50.0

CALG Hotelbetrieb GmbH, Vienna

(subsidiary) X 100.0 100.0

Creditanstait-SKB Leasing d.o.0., Ljubljana X 40.0 40.0

Die Erste-Irunorent-Z-Einrichtungshaus-

verwertungsgesellschaft m.b.H., Vienna X 33.2 33.2

Eurolease Immoreni Grundverwertungs-

gesellschaft nmi.b.H., Vienna X 50.0 50.0

FAMWAG Gebhidudemanagement Ges.m.b.H., Vieana X 26.0 26.0

Hotel Heiligenblut Betriebs GmbH NfG. XG, Vienna

(subsidiary} T T 100.0 100.0

HYPO-BA Lessing SﬁdvGi‘leH, Klagenfurt X 50.0 50.0

Immorent-Theta Grundverwertungsgesellschalt

m.b.H., Vienna : X 50.0 50.0

LBL drei Grundstiickverwaltung Geseilschaft

m.b.H,, Vienna X 33.4 33.4

LBL eins Grundstiickverwaltung Gesellschaft

m.b.H., Vienna X 25.0 25.0

Liba Grundstiicksverwaltungs-(Gesellschaft m.b.H.,

Vienna X 50.0 50.0

Neubau Augasse 9 Errichtungs- und Vermietungs-

gesellschaft m.b.H., Vienna X 50.0 50.0

Objekt-Lease Grundstiicksverwaltungsgesellsciaft

m.b.H., Vienrna X 50.0 50.0

Purge Grundstiicksverwaltungs-Gesellschaft m.b.H

Vienna X 50.0 50.0

Rembra Leacing Gesellschaft m.b.H., Vienna X 50.0 50.0

RIL 11 Raiffeisen Immobilien Leasing Ges.m.b.H.,

Vienna X 50.0 50.0

Schul- und Amtsgebéude Grundstiicksverwaltungs-

gesellschaft m.b.H., Graz X 33.3 33.3

Schulerrichtungsgeseilschaft m.b.H., Vienna X 50.0 50.0

Steyba Grundstiicksverweltungsgesellschaft

m.b.H., Vierna X 50.0 50.0
BBA Finanz- un< Unternehmensbeteiligungs :

Gesellschaft m.b.H., Vienna

(subsidiary) X 100.0 100.0 EUR 296,809 103,170
Bode Grabner Esve AG & Co. KG, Grinwald 49.0 49.0
CA Versicherung AG, Vienna 50.0 50.0 EUR 9,470 2,283
Daihatsu Autohandelsgesellschaft m.b.H., Vienna 20.0 20.0
G+] Business Channel GmbH Munich 40.0 40.0 EUR 2,161 (5,769)
HI-Vermogensverwaltungsgesellschaft mbH, T

Munich 49.8 EUR 657,190 22,596
LBL-Immorent Leasingsgesellschaft m.b.H., Vienna X 50.0 50.0
Sun F. & C. Asset Management (India) PvL Limited.

Mumbai 43.5 43.5 EUR 2,900 (441)
Union Versicherwigs-Akiiengesellschaft, Vienna X 33.3 33.3 EUR 34,051 5,683
Wegraz Immobilien Treuhand und Bautriger GmbH,

Graz ’ X 50.0 50.0




Name and registered office Bank Percentage interest Currency Equity capital Net income
Austria” total of which: in thousands  in thousands
Sect. 16 (4), held of currency of currency
Stock indirectly units units
Corporation Act
2.2 Minor associated companies*
2.2.1 Banks and financial institutions
»AirPlus« Air Travel Card Vertriebsgesellschaft m.b.H.,

Vienna X 33.3 33.3
Osterreichische Hotel- und Tourismusbank

Gesellschaft m.b.H., Vienna X 50.0 50.0 EUR 25,970 430
SBR »Samopomoc Chlopska«, Warsaw

(share of voting rights: 49.2) 74.4 74.4 PLN 21,917 1,246
Schwibische Bank AG, Stuttgart 25.1 DEM 33,559 5,031
2.2.2  Other companies
Babcock & Brown GmbH, Munich 50.0
Bode Grabner Beye AG, Grinwald 49.0 49.0
Aerodrom Bureau Verwaltungs GmbH, Berlin 32.0 32.0
Airport Bureau Verwaltungs GmbH, Berlin 32.0 32.0
Amastria-CA Finanzierungsberatung Gesellschaft

m.b.H., Vienna X 50.0 50.0
Austria Ticket Ges. m.b.H., Vienna X 42.9 42.9
B.V. Verenigd Onroerendgoed Vermogen,

Amsterdam 50.0 50.0 NLG 127,038 6,078
Bavaria Finance Holdings, LLC, New York 49.0 49.0 usp 17,882 (493)
Bethmann Liegenschafts KG, Frankfurt/Main 50.0 50.0 EUR 11,248 2,337
BFAG - Holding Gesellschaft m.b.H, Vienna X 46.1 46.1 EUR 3,528 423
Blauwkruid B.v., Rotterdam 50.0 50.0
Brau und Brunnen Versicherungs-Vermittlungs-

gesellschaft mbH, Dortmund 50.0 50.0
CA Global Property Internationale Immobilien AG,

Vienna X 29.5 29.5
CALG 435 Grundstlickverwaltung GmbH, Vienna X 50.0 50.0
CALG Secunda Grundstiickverwaltung GmbH, Vienna X 25.0 25.0
CALG Vomido Grundstiickverwaltung GmbH, Vienna X 50.0 50.0
CMP Capital Management Partners GmbH, Berlin 40.5
Cruquius Park Vastgoed B.V., Best 26.5 26.5
Deruko Handelsgesellschaft mhH, Luxembourg 24.9 24.9
DFA Deggendorfer Freihafen Ansiedlungs-GmbH & Co.

Grundstiicks-KG, Deggendorf 50.0 50.0
DFA Deggendorfer Freihafen Ansiedlungs-GmbH,

Deggendorf 50.0 50.0
DIA Vermogensverwaltungs-GmbH, Munich 33.0 DEM 4,422 (20)
Dospa Immobilien Leasing Geselischaft m.b.H.,

Vienna X 25.0 25.0
East Fund Managementberatung GmbH, Vienna X 49.0 49.0
EFM Optiva Asset Management, Tartu X 50.0 50.0
EFM Private Partners, L.P., George Town X 50.5 50.5
Euro Synergies Management S.A., Paris 20.0
First Liechtenstein Investment Fonds Verwaltungs-

Aktiengesellschaft, Vaduz 50.0 CHF 1,598 479
FSB FondsServiceBank GmbH, Unterféhring 50.0 50.0 EUR 5,178 (21)
Garagen-, Einkaufs- und Freizeitzentrum Nassfeld

Ges.m.b.H. & Co KG, Villach X 28.6 28.6
GED Capital Development S.A., Madrid X 29.0 29.0
GED Eastern Fund, Nicosia X 50.0 50.0

Y



Name and regisiered office Bank Percentage interest Currency Equity capital Net income
Austria” total of which: in thousands  in thousands
Sect. 16 (4), held of currency of currency
Stock indirectly units units
Corporation Act
GfA-Gesellschafi fiir Anwendungseatwicklung mbH,

Stuttgart 33.3 33.3
Global Life Science Limited Fartnership, St. Peter Fort 25.0 EUR 17,615 (1.,482)
Gérnoslaski Fundusz Restrukturyzacyjny Spélka Ake,

Katowice X 50.0 50.0
GrECo International Aktiengesellschaft, Vienna X 20.0 20.0 EUR 3,225 1,315
Heizkraftwerk Cottbus Verwaltungs GmbH, Munich ‘ 33.3
Heizkraftwerke-Pool-Verwaltungs-GmbH, Munick .. . = . 33.3
Hofgarten Grurdbesitz Verwaltung GmbH, Berlin- .. . . . .. 49.6 49.6 -
Hofgarten Real Estate B.V., Amsterdam 47.2 47.2 EUR (30,504) (9,841)
Hutter & Schrantz Aktiengessllschaft, Visnna X 33.9 33.9
IBJ-BA Consulting Investitionsberatung GmbH, Vienna X 50.0 50.0
ILD Joint Venture Ltd., Gdynia X 47.0 47.0 EUR (11,279) (1,024)
Immotrust Anlagen Aktiengesellschaft, Vienna X 25.0 25.0 EUR 47,803 819
Informations-Technologie Austria GmbH, Vienna X 74.0 74.0 EUR 15,361 10
Interfinanziariz S.A., Lugano 333 33.3
IPG-Industriepark Gydr Projektierungsgesellschaft

m.b.H., Vierma X 40.0 40.0
itp Finanzservice Verwaltungsgesellschaft mbH,

Paderborn ) 30.0
Kalleo Projekt Donaufelderhof GmbH, Vienna X 40.0 40.0
Kapital-Beteiligungs Aktiengsselischaft, Vienna X 20.0 20.0 EUR 8,675 203
Katowicki Hurt Towarowy Sp_élké Alcyjna, Katowi(‘;e X 34.0 34.0
Lambacher HITIAG Leinen Aktiengesellschalft, S

Stadl-Paura X 45.5 45.5 EUR 7,910 (2,076)
Leasing 431 Grundstlickverwaltung Gesellschaft

m.b.H., Vierna X 20.4 20.4
Leasing 439 GmbH, Vienna X 50.0 50.0
Life Science Ventures GinbH Global Equity Advisacs,

Munich 33.4
Lorit Immobilien Leasing Gasellschaft m.b.H., Vienna X 25.0 25.0
M.A.LL. Finanzberatung GmbH, Vienna X 49.0 49.0 EUR 5,774 1,408
MOC Verwaltunzs GmbH & Co. Immobilien XG,

Munich 23.0 23.0 EUR (10,933) (3,586}
MOC Verwaltunzs GmbH, Munich 23.0 23.0
MUC-Gewerbepark Hallbergmoos CmbH & Co.”

Grundstiicksarschlieungs-KG, Munich 40.0 40.0 EUR (4,504) (106)
Muc-Gewerbepark Hallbergmoos GmbH. Munich : 40.0 40.0 i
oC Immobilienverwaltungs-GmbH, Frankfurt/Main 50.0 50.0
0cC Orga Consuli GmbH &-Co. Baubetreuungs-KgG,

Frankfurt/Main ' 50.0 50.0
OHFT- Vermogensverwaliurgsgesellschaft m.b.H.,

Vienna X 25.0 25.0 EUR 2,407 105
Osterreichische Wertpapierdaten Service GmbH,

Vienna X 29.7 29.7
Palatin Grundstickverwaltungs Gesellschaft m.b.H..

Stockerau X 50.0 50.0
PDF Project Development Fund GmbH & Co. KG, Munich 25.0 DEM 3,872 (28)
PDF Project Development Fund Management Gmbtl,

Munich ’ 25.0
PGRI »Aktyn« Sp. z 0.0., Warsaw 47.0 47.0 PLN 11,280 5,010
Piaszter 68 Fund, Budapast X 42.7 42.7
Polish Banking Systems S.A., Warsaw h 48.9 48.9
Projekt-GbR Kronstadter Strasse Munich, Munich 50.0 50.0 EUR (19,095) 0]




Name and registered office Bank Percentage interest Currency Equity capital Net income
Austria” total of which: in thousands  in thousands
Sect. 16 (4), held of currency of currency
Stock indirectly units units
Corporation Act
Przedsiebiorstwo Produkcjno-Uslugowe Budpress

Sp.z 0.0., Warsaw 36.2 36.2
Railterra Immobilienverwaltungs GmbH, Munich 33.0 33.0 EUR (7,378) 243
RCB Hotelbeteiligungs-GmbH, Klagenfurt X 50.0 50.0
Rudolf Lechner & Sohn Verlags- & Commissions-

buchhandlung Aktiengesellschaft (in liquidation),

Vienna X 23.0 23.0
Sano Grundstiicks-Vermietungsgesellschaft mbH & Co.

Objekt Dresden KG, Diisseldorf 33.3 33.3 EUR 11 (437)
S-Informatik Gesellschaft m.b.H., Vienna X 40.0 40.0
SK BV Grundstiicksentwicklung GmbH & Co. KG,

Cologne 25.0 25.0
SK BV Grundstiicksentwicklung Verwaltung GmbH,

Cologne 50.0 50.0
Soma Grundstiicks-Vermietungsgesellschaft mbH

& Co. Objekt Darmstadt KG, Diisseldorf 33.3 33.3 EUR 11 (678)
Sparkassen-Haftungs Aktiengesellschaft, Vienna X 28.3 28.3
Spoorstaete Beheer B.V., Amersfoort 50.0 50.0
Super Media Holding Spdlka Akcyjna, Warsaw X 25.0 25.0
TAW Trade Corporation Ptd Ltd., Singapore X 50.0 50.0
TC TrustCenter GmbH, Hamburg 25.0 DEM 37,534 (1.632)
Terreno Grundstlicksverwaltung GmbH & Co

Entwicklungs- und Finanzierungsvermittlungs-KgG,

Munich 50.0 50.0 EUR (254,455) 4,358
Terreno Grundstiicksverwaltung GmbH & Co.

Objektgesellschaft Grillparzerstrasse, Munich 50.0 EUR (26,316) 0
Terreno Grundstiicksverwaltung GmbH & Co.

Objektgesellschaft Hallbergmoos I, Munich 50.0 EUR (9,856) 1,059
Terreno Grundstiicksverwaltung GmbH & Co.

Objektgesellschaft Hallbergmoos 11, Munich 50.0 EUR (18,332) (2)
Terreno Grundsticksverwaltung GmbH & Co.

Objektgesellschaft Kdln, Munich 50.0 50.0 EUR (18,516} 0
Terreno Grundstiicksverwaltung GmbH, Munich 50.0 50.0
Tishman Speyer Berlin GmbH & Co.

Friedrichstrasse KG, Berlin 49.0 6.0 EUR (229,749) (121,496)
TISI Leasing Gesellschaft mbH, Vienna X 30.0 30.0
Tremonis GmbH, Brauerei-Nebenerzeugnisse,

Dortmund 44.5 44.5
Udeko Handelsgesellschaft mbH, Luxembourg 24.9 24.9
Unitas Wohnbau Ges.m.b.H., Vienna X 49.0 49.0
VBV acht Anlagen Vermietung Gesellschaft m.b.H.,

Vienna X 25.0 25.0
Vereinigte Pensionskasse Aktiengesellschaft, Vienna X 30.1 30.1 EUR 15,076 725
Vierte Airport Bureau Center KG, Areal Bau-

Investitionen GmbH & Co., Berlin 32.0 32.0 EUR 900 (5,980)
WBRM-Holding GmbH, Essen 50.0 DEM 165,976 (14,743)
Wika Leasing Gesellschaft m.b.H., Vienna X 25.0 25.0
Wisus Beteiligungs GmbH & Co. Zweite

Vermietungs-KG, Munich 33.0 33.0 EUR 2,223 (289}
Wohndomicil Am Henningbach Grundstiicksentwick- )

lungs GmbH & Co. Objekt Markt Schwaben KGi.L.,

Munich 50.0 50.0
Wohndomicil Am Henningbach Grundstlicksentwick-

lungs GmbH, Munich 50.0 50.0




m
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3. Holdings of 20% to 50%
without significant influence
31 Banks and financial institutions
August Lenz & Co., Munich® 47.5
Bankhaus C.L. Seeliger, Wolfenbiitiel® 28.4 28.4
Clearing Bank Hannover AG, Hanover 33.3 333 EUR 5,272 (1,834)
Deutsche Schifishank AG, Rremen &nd Hamburg 20.0 20.0 EUR 226,196 24,031
Hansa-Nord-Lux Managementgesellschaft,

Luxembourg 50.0 50.0 EUR 1,417 277
Notartreuhandhank AG. Vienna 25.0 25.0 EUR 5,524 497
Wiener Kreditbiizgschaitsgesellschaft m.b.H., Vieina X 24.5 24.5 EUR 4,378 37
3.2 Other companics*

»Uni« Gebdudemanagement GmbH, Linz X 50.0 50.0

A. Asmussen GmbH, Hamburg 50.0 50.0

ABO Asphalt-Bau Oeynhausen GmbH, Oeynhausen X 325 32.5 EUR 231 1,165
AdAstra Erste Beteiligungs GmbH, Munich

share of voting rights: 14.97% 49.0
Akbar Marketing e Servicos Lda, Conchelho de

Funchal X 48.0 48.0
Allgiuer Brauhaus AG, Kempten 321 DEM 10,653 365
Allgemeine Batgesellschaft - A. Porr Aktien-

gesellschaft, Vienna X 32.6 32.6
Allgemeine Baugssellschaft — A.Porr AG & Universale-

Bau AG, OHG zur Errichtung von Eigentums-

wohnungen, Vienna X 50.0 50.0
Allianz Immob:‘ienfonds GmbH & Co. 2 KG,

Munich 41.7 41.7
Allrisk Bau-Versicherungsdienst Gesellschaft m.b.H.,

Vienna X 26.0 26.0
Arwag Wohnpa+k Fockygasse Vermietungsges.m.b.H.

& Co KEG, Vienna X 42.9 42.9
Asphaltmischwerk Betriebsgesellschaft m.b.H.

& Co. KG, Rauchenwarth X 20.0 20.0
Asphaltmischweurk Betriebsgesellschaft m.b.H., .

Rauchenwart X 20.0 20.0
Athlon Place Verwaltung und Versorgungsgesellschaft

mbH, Frankfurt/Main 20.0 20.0
Austria Rail Engineering Osterreichische Eisenbazn

Transport Plaaungs- und Beratungsgesellschaft

m.b.H., Vierina X 40.0 40.0
AVW Albrecht Varmogensverwaltung Aktiengesell-

schaft, Buxtehude 49.0 49.0 EUR 16,128 3,311
Babcock & Brown Investnent Management Partuers

LP, Dover 20.0
Babcock & Brown LP, Dover 20.0
Banco BBA-Creditanstali S.A., Sao Paulo X 48.0 48.0
Bank Austria Creditansts1t Fuhrparkmanagement

GmbH, Vienna X 50.0 50.0
Bavaria Filmku.ist GmbH, Munich 32.0 32.0 DEM 8,045 776
BayBG Bayerisc!ie Beteiligungsgesellscheft mbH,

Munich 22.5 DEM 160,550 12,651
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Austria’ total of which: in thousands  in thousands
Sect. 16 (4), held of currency of currency
Stock indirectly units units
Corporation Act
BBA Creditanstalt Empreendimentos S/C Ltda,
Sao Paulo X 48.0 48.0
BBW Software GmbH i.L., Frankfurt/Main 33.3
BEB Bayerische Elektronik Beteiligungs-GmbH & Co.
KG, Munich 37.3 DEM 133,960 234
Beteiligung MPV Projektentwicklung GmbH,
Hamburg 50.0 50.0
CA-Gebdudevermietungsgesellschaft m.b.H., Vienna X 50.0 50.0
Central Business Center Rt., Budapest X 33.9 33.9
clickfish.com GmbH, Hamburg 26.0 26.0 EUR 445 (398)
Continentale Finanzgesellschaft A. Asmussen G.m.b.H.
& Co., Hamburg 49.0 49.0
Corvin Hotel Stadt Salzburg Errichtungs- und
Betriebs-AG, Vienna X 35.5 35.5
DDSG Blue Danube Schiffahrt GmbH, Vienna X 50.0 50.0
Deutsche Structured Finance & Leasing GmbH & Co.
Mira KG, Frankfurt/Main 38.6 3.8 EUR 7,691 (9,224)
Edificio Bauvorbereitungs- und Bautragergesellschaft
m.b.H, Vienna X 50.0 50.0
Engelbert Riitten Verwaltungsgesellschaft
Kommanditgesellschaft, Diisseldorf 30.2
evosoft softwarevertrieb GmbH, Nuremberg 44.0 44.0
Fertighauszentrum »Blaue Lagune« Verwaltungs
GmbH, Vienna X 30.0 30.0
Fertighauszentrum »Blaue Lagune« Verwaltungs
GmbH & Co KG, Vienna X 30.0 30.0
formac Beteiligungsgesellschaft mbH, Hamburg 33.3 33.3 EUR (8,672) 2
Fulgurit Beteiligungsgesellschaft mbH, Hamburg 50.0 50.0 EUR (1,773) 2,141
Germanlncubator Erste Beteiligungs GmbH, Munich
(share of voting rights: 10%) 40.0
GEWOG Gemeinniitzige Wohnungsbau-Gesellschaft
m.b.H., Vienna X 20.0 20.0
Golden Arrow Fund, Perth 24.3 AUD 39,557 (1,785)
GPAO - Gesellschaft fiir Projekt- und Arbeits-
management mbH Ostthiiringen/Gera i.L., Gera 26.0
H & E Holding GmbH & Co. KG, Munich 30.0 30.0 DEM 15,000 3,958
H & E Holding Verwaltungsgesellschaft mbH,
Munich 30.0 30.0
H.F.S. Immobilienfonds GmbH & Co. Deutschland 14
KG, Munich 45.5 45.5
Hanseatische Verlags-Beteiligungs Aktiengesellschaft,
Hamburg 31.3 31.3 EUR 25,254 2,180
Hotel Riigen Betriebs- und Management GmbH,
Frankfurt/Main 25.2 25.2
Immorent-Nike Grundverwertungsgesellschaft m.b.H.,
Vienna X 24.5 24.5
Kappa IT Ventures Beteiligungs GmbH, Bonn 47.6
Kappa IT Ventures Zweite Beteiligungs GmbH, Bonn 32.5
Kohler & Krenzer Fashion AG, Ehrenberg 41.9 41.9 EUR 16,640 2,298
Komplett-Biirovermietungsgesellschaft m.b.H., Vienna X 50.0 50.0
Licher Privatbrauerei Ihring-Melchior GmbH & Co.KG,
Lich 24.8 24.8 EUR 27,460 4,452
Ljubljanska Borza d.d., Ljubljana X 44.7 44.7
memlQ AG, Haar 31.1

W
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MMU Gleisbaugsrateverinietung GmbH, Vienna X 50.0 50.0
MPV Projekten:wicklung GinbH & <o. Objekt

Schwerin-Krebsfércen KG, Hainburg 50.0 50.0 EUR 1,117 (228)
Miihoga Miinchner Hochgaragen (Gesellschaft mit

beschrénkter Haftung, Munich 25.0 DEM 3,673 2,032
New Century Ki¢s Verwaltungsgesellschaft mbH,

Munich C 50.0 50.0
Osca Grundstiicksverwaltungsgesellschaft mbH & Co.

KG, Griinwald 27.0 9.0
OTEGAU Ostthiiringer Entwicklungsgesellschaft nbH

Arbeit und Umwelt, Giera 23.4
P.T. South Pacific Viscose, Purkwakarta X 42.0 42.0
PATIO Beteiligungsverwaltung AG, Vienna X 48.4 48.4
Petrasch Trust spol.s.r.o., Prague X 50.0 50.0
PHG POS — Handelsgesellschaft m.b.H., Vienna X 33.3 33.3
Ramius Capital Group, L.L.C., New York X 24.6 24.6
Realitas Bautri gar und Grundstiicksverwertungs-

ges.m.b.H., Salzburg X 33.3 333
RFM Asphaltmischwerk GmbH & Co KG,

Wienersdorf-Oeyenhausen X 25.0 25.0
RFM Asphaltmischwerk GmbH,

Wienersdor{-Oeyenhausen 25.0 25.0
Saubermacher Dienstleistungs AG. Graz 50.0 50.0 EUR 11,668 1,510
Segmiiller-Caldera Grundsticksverwaltungs-

gesellschaft blirgerlichen Rechts, Munich 49.0 49.0
Serra Nova Fomento, Comercial Ltca., Sao Paulo X 48.0 48.0
Servolutions GmbH, Berlin 20.0 20.0
Sitlog GmbH, Schwandorf 26.0 26.0
Spardat Sparkassen-Datendienst Gesellschaft m.b.H.,

Vienna X 31.7 31.7
Stdadtebauliche Entwickiungsgesellschaft Kelkheurr,/Ts.

mit beschrankter Haftung, Kelkheim/Taunus 40.0
Technologie- und Gritnderzentrum: Gera GmbH, Gara 23.8
The St. Margarets Limited Partnership, George Town 25.0 25.0
Time Trucks Lastwagen- und Auflieger Vermietings-

und Leasingges.m.b.H., Tribuswinkel X 333 33.3
Towarzystwo Ubhazpieczen na Zycia Royal PBK Spolka,

Warsaw X 40.0 40.0
Trinitrade Vermégensverwa tungs-Gesellschaft rait

beschrinkter Haftung, Munich 39.5
USI Gaedeke Associates 1.P., Dallas 335 33.5 USD 56,185 3,373
VB Private Equiiy Fund [ GbE, Hamburg 25.0 25.0 EUR 21,478 (1,862}
VSH Beteiligungsgesellschatt m.b.H.,

Vienna R 25.0 25.0 EUR 1,744 1,084
WED Holding Gesellschaft m.b.H., Vienna X 48.1 48.1 EUR 11,548 59
Wienerberger Holding GmbH, Vienna X 50.0 50.0
WIWAG Betriebsgastronomie, Vienna X 49.0 49.0
Wohnbau Tafelgelande Reteiligungs-GmbH,

Nuremberg 40.0 40.0
WWE Wohn- und Wirtschaftspark Entwicklungs-

gesellschaft m.b.H., Vienna X 34.5 345
Z Leasing Metis Immobilien Leasir:g Gesellschaft

m.b.H., Vierna X 50.0 50.0
Z-Flats s.r.0., Prague X 50.0 50.0




Name and registered office Percentage share of voting rights
total held indirectly

as per Sect. 16 (4),

Stock

Corporation Act

4 Holdings in large corporations
not already shown, with more than 5%
of the voting rights

AKA Ausfuhrkredit-Gesellschaft mbH, Frankfurt/Main 15.4 2.5
Allianz AG, Berlin and Munich 6.8

Banca di Trento e Bolzano S.p.A., Trient 11.8

Biirgschaftsbank Schleswig-Holstein GmbH, Kiel 5.3 5.3
Biirgschaftsgemeinschaft Hamburg GmbH, Hamburg 9.7 9.7
Commercial Union Powszechne Towarystwo Emerytalne BPH Cu WBK S.A., Warsaw 10.0 10.0
Credit Foncier et Communal d’Alsace et de Lorraine, Strasbourg 10.4 10.4
Deutsche Borse AG, Frankfurt/Main 8.3 1.7
Gabriel Sedlmayr Spaten-Franziskaner-Brau Kommanditgesellschaft auf Aktien, Munich 19.0

GZS Gesellschaft fiir Zahlungssysteme mit beschrankter Haftung, Frankfurt/Main 6.2 1.5
Huta Ostrowiec S.A., Ostrowiec Swietokrzyski 6.3 6.3
Kéllmann Aktiengesellschaft, Wieshaden 10.0

Lombardkasse AG, Berlin / Frankfurt/Main 14.7 3.8
Mittelstdndische Beteiligungsgesellschaft Sachsen mbH, Dresden 11.9

Miinchener Riickversicherungs-Gesellschaft AG, Munich 13.3

Société Générale de Banques en Cote d’Ivoire $.A., Abidjan 5.1

Société Générale de Banques au Sénégal S.A., Dakar 5.6

Towarzystwo Ubezpieczeniowe Compensa S.A., Warsaw 9.5 9.5
Unternehmens Invest AG, Vienna’ 13.0 13.0
VBW Bauen und Wohnen GmbH, Bochum 10.1 10.1
Wiener Stidtische Allgemeine Versicherung Aktiengesellschaft, Vienna’ 8.0 8.0
Wiistenrot & Wiirttembergische AG, Stuttgart 7.6




S

Name and registered office Percentage Currency Subscribed
interest held by capital, in
Bayerische Hypo- millions of
und Vereinshank AG currency units
5 Other selected holdings of under 20%
5.1 Banks and financial institutions
Banco Popular Espaneol S.A., Madrid 4.7 EUR 83.2
Bayerische Garantiegemeinschafi mbH fiir mittelstindische Bsteiligungen,

Munich 10.5 DEM 0.8
BBB Biirgscha‘tsbank zu Eerlin-Brandenburg GmbH, Berlin - 5.0 - DEM “5.4
Biirgschaftsbank Brandenburg GmbH, Potsdam 7.8 DEM 14.5
Biirgschaftsbank Mecklenburg-Vorpommern Grabz, Schwerin 4.2 DEM 15.8
Biirgschaftsbaak Sachsen GmbH, Dresden 4.8 DEM 25.3
Biirgschaftsbe:nk Sachsen-Anhalt GmbH, Magdeburg 6.5 DEM 16.1
Biirgschaftsbe < Thiiringen GmbH, Erfurt 8.7 DEM 253
DEFO-Deutsche Fonds fiir inmobilienvermdgen GinbH, Frankfurt/Main 10.0 DEM 12.0
Liquiditdts-Konsortialbank GmbH. Frankfurt/Main 4.5 DEM 372.0
5.2 Other companies
BioM Aktiengesellschaft Munich Bio Tech Development, Planegg 10.0 DEM 1.0
BNL-Beteiligungsgesellschaft Neue Linder GmbH & Co. KG. Berlin 13.6 DEM 398.4
CyberCash Gm:bH, Frankfurt/Main 11.1 EUR 0.1
debis AirFinarcs B.v., Amsterdam 15.0 NLG 800.0
EURO Kartensysteme EURCCARD und eurochequsz Gesellschaft

mit beschrinkter Hafturg, Frankfurt/Main ‘ 2.2 DEM 5.0
Gesellschaft des biirgerlichen Rechts Industrie- und Handels-

kammer/Rheinisch-Westfélisclie Bérse, Diisselcorft 1.5 DEM 1.5
MBG Mittelstdndische Eeteiligungsgesellschaft Rheinland-Pfalz mbH, Mainz 8.7 DEM 5.8
Mittelstindische Beteiligungsgeselischaft Berlin-Rrandenburg GmbH, Potsdam 11.6 DEM 11.2
Mittelstindische Beteil:gungsgesellschaft Mecklenburg-Vorpommmern mbH,

Schwerin 7.7 DEM 10.0
Mittelstindische Beteiligungsgesellschaft Sachsen-Anhali mit

beschrinkter Haftung, Magdeburg 9.5 DEM 12.6
Mittelstdndische Beteiligungsgeseilschaft Thiiringen mbH, Ecfurt 13.4 DEM 19.4
Saarlindische Kapitalbeteiligungsgesellschaft mhEl, Saarbricken 8.7 DEM 1.5
Vermo Vermdgensverwaltungsgesellschaft mbH, Disseldorf - 12.0 DEM 0.6
Volkswagen Leasing GmbH % Co Besitz KG, Pécking® 8.4 DEM 10.1




Notes and comments:

Percentages marked < or > are rounded
up or down, to one decimal place,

e.g. < 100.0% = 99.99% or > 0.0% = 0.01%

! Profit-and-loss transfer to shareholders
and partners

2 HypoVereinshank has concluded profit-
and-loss transfer agreements with the
following companies:

Profit (loss)
transferred,
€000

Company

21 Financial Markets Service Bank

GmbH, Munich (10,583)

22 HvB Asset Management GmbH,

Munich 33,575

23 Allparta Kapitalbeteiligungs-

und Unternehmensberatungs-
gesellschaft mit beschrankter
Haftung, Munich 2

24 HvB Private Clients GmbH,

Munich (490)

25 HyB Direkt Gesellschaft fir

Direktservice und
Direktvertrieb mbH,
Munich 38

26 Hypo-Immobilien-Service

Gesellschaft mit beschriankter
Haftung, Munich 0

27 Plan Trade Gesellschalft fiir

Immobilienverwaltung mbH,

Munich (1,250)

3 Compliant with Section 264b, German
Commercial Code, the company is exempt
from the obligation to prepare annual
financial statements in accordance with
the provisions applicable to corporations

4 Omission of equity capital and net income
is due to the options provided under Sec-
tion 286 (3) 1 No.1 (minor importance) or
Section 286 (3) No. 2 (major disadvantage),
German Commercial Code. Otherwise,
amounts shown for subgroups are consoli-
dated figures

5 Omission of equity capital and net income
is due to the options provided under
Section 286 (3) 2, German Commercial
Code (no disclosure requirement)

6 Bayerische Hypo- und Vereinsbank AG
acts as a partner with unlimited liability
for this company. Disclosure requirement
compliant with Section 285 No. 11a,
German Commercial Code

" These companies are included in the
list of holdings for the first time due to the
integration of the Bank Austria Group

Official euro conversion rates applicable since January 1, 1999:

Exchange rates at December 29, 2000

Austria 1 euro = 13.7603 ATS Argentina 1 euro = 0.929 ARS
Belgium leuro=  40.3399 BEF Australia 1 euro = 1.676 AUD
Finland 1 euro = 5.94573 FIM Bosnia-Herzegovina 1 euro = 1.95583 BAM
France leuro=  6.55957 FRF Brazil 1 euro = 1.815 BRL
Germany 1 euro = 1.95583 DEM Britain 1 euro = 0.623 GBP
Ireland leuro= 0.787564 IEP Bulgaria 1 euro = 1.95583 BGN
Italy 1 euro = 1936.27 ITL Cayman Islands 1 euro = 0.7823 KYD
Luxembourg leuro=  40.3399 LUF China 1 euro = 7.694 CNY
Netherlands leuro=  2.20371 NLG Croatia 1 euro = 7.552 HRK
Portugal leuro=  200.482 PTE Cyprus leuro= 0.573876 Ccyp
Spain 1 euro = 166.386 ESP Czech Republic 1 euro = 35.08 CZK
Dutch Antilles 1 euro = 1.674 ANG
I o Kone Teuro=  7.257 HKD
Hungary 1 euro = 264.50 HUF
Indonesia leuro= 8,950.00 IDR
Japan 1 euro = 106.95 JPY
Latvia 1 euro = 0.5765 LVL
Macedonia 1 euro = 60.787 MKD
Poland 1 euro = 3.85 PLN
Romania leuro= 24,142.00 ROL
Russian Federation 1 euro= 24.92 RUB
Singapore 1 euro = 1.612 SGD
Slovakia 1 euro = 44.00 SKK
Slovenia 1 euro = 213.05 SIT
Switzerland 1 euro = 1.5225 CHF
Ukraine 1 euro = 5.0542 UAH
USA 1 euro = 0.9308 usD

)
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we can be big...
...we can be small
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...a modern network of regional banks...

O O O O O

Page 55-61
Value drivers:
Integrated corporate
finance bank offering
canital market-based

Page 49-50
Value drivers:
Private banking
activities intensified
to embrace specialist




Page 67-68 Page 75-80

Value drivers: Value drivers:

Structured real estate Model for an integrated

lending extendad capital market bank
implemented

Page 82-85

Value drivers:
Range of retail and
institutional funds
expanded



...we don’t just want to be one big bank...
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FINANCIAL
HIGHLIGHTS
T
Page 99-102 " Page 34-38 Page 29-30
Value drivers: ~ Bank of the Regions Share weighting in
Webpower bundles - takes shape EuroStoxx 50 index

e-business expertise rises



HypoVereinshank Group 2000 1999
Operating performance
Operating profit €1,873m €371m
Profit from ordinary activities €1,978m™ €1,048m™
Net income before taxes €1,852m €754 m
Net income €1,184m™ €439m
Cash dividend per share of common stock €0.85 €0.85
including tax credit €1.21 €1.21
Earnings per share as per IAS €2.50 €0.86
Earnings per share as per IS (excl. amortization of goodwill) €2.71 €1.03
Key indicators
Return on equity after taxes (excl. amortization of goodwill) 9.2% 3.6%
Return on equity after taxes 8.5% 3.0%
Cost-income ratio (based on operating revenues) 59.7% 61.6%
Ratio of net commission income to operating revenues 29.6% 25.3%
Balance sheet figures
Total assets €716.5" €503.3bn
Total lending volume €449,25n €349.6n
Shareholders’ equity €19.6 €12.4bn
Key capital ratios compliant with the German Banking Act?
Core capital €21.3bn €14.6™
Total equity €38.50n €26.7 50
Risk assets €324.25 €229.7%n
Core capital ratio 6.6% 6.4 %
Total equity ratio 10.4% 10.1%
Share information
Share price: Year-end €60.30 €68.00
High €72.85 €69.90
Low €55.30 €48.00
Market capitalization €32.30n €28.7bn
Employees 72,867 46,170
Branch offices 2,421 1,417

1as per approved financial statements
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OUR MISSION

As the Bank of the Regions in Europe, the HVB Group

has a distinct profile in the financial services market. We
have demonstrated our European growth ambitions by
integrating Bank™\ustria. Our strong base in Germany,
coupled with our market-leading position in Austria and
the emerging economies of Central and Eastern Europe,
put us at the head of the pack in the heart of Europe. The
customer is the focal point of all our activities. Our goal
is a Group return on equity of 15% after taxes. Our credo
is a value-oriented approach to management based on

a permanent increase in our financial strength together
with lean and efficient structures.



We are a focused full-service bank targeting market
leadership in private and corporate customer segments.
We concentrate on our core competencies in real estate
financing, asset management, structured finance, and
integrated capital-market operations. Our activities in
corporate finance are geared to the needs of our cus-
tomer base of mostly medium-sized businesses. We give
our people a stake in the success of the Bank through
performance-related systems of remuneration.
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BANK OF THE REGIONS
IN EUROPE

$ s
The HVB Group is one of the three biggest banks in
Europe. It enjoys a leadlng position 1n~the economic
hub of Germany, Austria, and Central/and Eastern__ . {
Europe, a market of some 160 million pe-&ple. N
The HVB Group also has offices at all the world S
major financial centers.

W AN
Page 51-52 Page 66-70 v Page 77
Top name among direct New real estate bank Exclusive licensee for
brokerages: is clear market leader in index-based funds

Direkt Anlage Bznk European real estate
sector



MARKET LEADER IN THE
HEART OF EUROPE

Rank 1-3
Germany, Austria, Poland

C Rank 4-6
Czech Republic,
Hungary, Slovakia

~ Core competence //‘
presernce N
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OUR TARGETS

We intend to multiply the use of
modern financing instruments like
asset-backed and mortgage-backed
securities in order to exploit the
strengths of our balance sheet more
efficiently. This will enable us to shape
the ties on equity capital in the corpo-
rate group more flexibly and more
profitably. Overall, we are committed
10 keeping a tight rein on the growth
of risk assets.

in%

20

10

gl |

98 99 00 2004

RETURN ON
EQUITY AFTER TAXES

Our target for return on equity after
taxes is 15%. This common inter-
national measure of profitability is
inereasingly being stated net of amor-
tization of goodwill. Excluding amorti-
zation of goodwill, which increased
sharply on the integration of Bank
Austria, we will probably achieve this
target already by 2003. In addition to
constantly enhancing our operating
performance, we will allocate capital
more efficiently in the corporate group
and deploy our resources more sys-
tematically. Our management and
controlling instruments, together with
the performance incentives for our
people, are geared to these objectives.
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RATIO OF NEY
COMMISSION INCOME TO
TOTAL OPERATING REVENUES

COST-INCOME RATIO

Following the merger with Bank
Austria, we have adjusted our pro-
ductivity target to 55% on account

of the new cost structure in the HVB
Group. We were able to realize the
envisaged merger synergies in 2000.
In pushing the cost-income ratio
down to 59.7%, we achieved our tar-
get for the year. The task of enhancing
productivity remains the focus of our
attention, with our main aim being

to raise the pace of revenue growth
again. By integrating Bank Austria
into the HVB Group, we expect to reap
considerable synergies on the cost
side over the next few years.

We have persistently beaten our
previous target of 25% for the ratio

of net commission income to total
operating revenues. We are proceed-
ing rapidly with the expansion of our
services operations in all the corpo-
rate divisions, allowing us to raise the
target level to at least 30%.
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Letter to our Shareholders

Dr. Albrecht Schmidt

Dear shareholder:

For us at HvpoVereirshank, 2000 proved to be a highly eventful and very
successful year. The integratior. of Bank Austria, Austria’s leading financial
institution, added a new dimension to our Bank of the Regions in Europe
concept, bolstering our competitive position in the process. I would like to
take tais opportunity to extend a cordial welcome to our many new share-
holdezs who used to hold Bank Austria shares. Bank Austria’s regional
expertise will allow us to offer a wider range of services, which will directly
benefit our customers, whiie our shareholders will gain from the additional
value potential created by the transaction. For their part, our employees
have enthusiastically welcomed the merger, as our vision of a Bank of the
Regions in Europe is now becoming a more tangible reality. ’

Last year also saw profits from the operational side of the business increase
substantially over the previous period. At the same time, we made several
important organizational decisions that will enable us to more effectively
capitalize on business potential. All in all, the HVB Group is now right on
track, both in terms of strategy and of operations.



I would like to take this opportunity to introduce you to the new faces on
the Board of Managing Directors. Newly appointed as of January 1, 2001
are Gerhard Randa to assume regional responsibility for Austria, Central
and Eastern Europe, and Russia; and Dr. Claus Nolting, responsible for
commercial real estate business. In addition, Stephan Bub joined the
Board on February 1, 2001, to oversee asset/liability management and our
operations in the Americas and Asia; and Stefan Jentzsch will be added
as of May 1, 2001, with responsibility for the Asset Management division
and our portfolio of investments.

MARKET LEADER IN THE HEART OF EUROPE -

THE BANK OF THE REGIONS IN EUROPE 1S TAKING SHAPE
After a period of intensive negotiations and thorough groundwork, the
cross-border merger of Bank Austria with HypoVereinsbank was
announced to the public at the end of July 2000. Consultations between
the senior representatives of both banks were conducted in a constructive
and open atmosphere. They were motivated by the shared strategic
desire and vision to build our Bank of the Regions in Europe based on
clearly defined areas of competence. Employing an innovative all-share
transaction mechanism, HypoVereinsbank acquired almost 100% of Bank
Austria’s stock at the beginning of December. This step was accompanied
by a capital increase (for details, see page 28). The total transaction value
amounted to €6.4 billion.

Bank Austria is a very welcome addition to our corporate group, for
together we enjoy a premier position in our markets. Indeed, we are the
market leader in the heart of Europe. Our top-ranking position in Austria
through Bank Austria complements our traditionally strong base in
Germany, and the combination of our activities in the emerging markets
of Central and Eastern Europe puts us at the head of the pack in this, the
fastest-growing region of Europe. These countries are set to drive future
growth in Europe, not least due to their aspirations to join the European
Union. As the Bank of the Regions, we are perfectly placed to take advan-
tage of the outstanding opportunities inherent in the process of European
development, especially since Europe as a whole stands every chance of
replacing the United States as the motor of global economic growth in the
next few years. Taken together, these trends indicate excellent prospects
for growth in our markets and considerable income potential to enhance
the value of our company.

The task of implementing the operational side of our integration plan has
already begun (see also the special section entitled The Bank of the Regions
in Europe). We aim to realize total yearly savings of €320 million by the
end of 2003 by eliminating redundancies between HypoVereinsbank and
Bank Austria and implementing uniform standards throughout the corpo-
rate group. This will help to bolster the Bank’s value creation process on
the cost side as well.




The transaction also assists in reinforcing HypoVereinsbank’s standing in
the European marketplace. After the initial consolidation of Bank Austria,
our total assets at year-end amounted to €716.5 billion, an increase of
42.4%. Consequently, the HypoVereinsbank Group is one of Europe’s three
largest barks. The Group’s equity capital rose 57.5%, to €19.6 billion; the

- number of Group customers by more than half, to eight million; and the
number of Group employees 57.8%, to 72,867.

EXCELLENT RESULTS IN 200C

The Group's results in 2000 reflect the significant progress we have made
towarcs meeting our performance goals. In this regard, we wish to high-
light the complete dedication of our employees and their positive attitude
to innovation. Including the initial consolidation of Bank Austria whose
activities were for the first time factored into the consolidated income
statement on a pro rata basis as of December — the Group’s profit from
ordinary activities increased 88.7% to €1,978 million, while net income
climbed sharply to €1,184 million. Return on equity after taxes and before

- amortization of goodwill improved to 9.2%, after 3.6% in the previous
year. As a resuit, we raet our 9% target for the year. At the Annual General
Meeting, the Board of Managing Directors will propose leaving the dividend
unchanged at €0.85. We intend to strengthen our capital base by reinvest-
ing €623 million.

The cost-income ratioc mproved from 61.6% to 59.7%, on the back of a
10.3% rise in overall operating revenues to €8.2 billion. Extensive merger
synergies and careful resource allocation enabled us to limit the rate of
increase in administrative expenses to 6.8%, for a total of €4,882 million.
After substantially consolidating risk in the previous year, we were able to
lower risk provisions 52%, to €1,186 million, in 2000.

—
2.

The individual corporate divisions reported the following results:

- The Private Customers and Professionals division earned a 13.3% return
on equity after taxes and before amortization of goodwill. This business
segment benef:ted from revitalized securities-related activities on behalf
of customers, due prircarily “o rising demand for investment fund prod-

“ucts. The Internet distribution channel also performed well, reporting a
sharp increase in the number of online accounts.

-The Corporate Customers division successfully completed its restructuring
and earned a 13.0% return on equity after taxes and before amortization
of goodwill. Our integrated corporate finance operations, which are ori-
ented towards small and mid-sized companies, benefited in particular
from high volumes of business in the first half of the year. We also achieved
strcng results in global project finance and leveraged finance.




—-Amid the extreme volatility on the global capital markets, the International
Markets division earned a strong 23.6% return on equity after taxes and
before amortization of goodwill. In this segment, we gained primarily
from our rapidly expanding equities business together with an approach
to the capital markets that is integrated in the Bank’s retail operations.

- The Asset Management division performed well in the positive market
environment. Though still a new kid on the block, our Activest investment
fund company attained an excellent competitive position with a market
share of more than 5% in Germany.

—Despite its strong performance in international operations, we are not
satisfied with the results of the Real Estate Finance and Real Estate Cus-
tomers division, which achieved a return on equity of just 6.8%.

REAL ESTATE LEAD COMPETENCE - RESTRUCTURING OUR CORE

COMPETENCE IN REAL ESTATE FINANCE
In order to improve our performance in real estate financing, we launched
the strategic Real Estate Lead Competence initiative in the autumn of
2000. In February of 2001, we defined our goals for the future business
model in this area of core competence. Under the new model, we will form
a separate unit by consolidating the Bank’s commercial real estate finance
activities and resources in two stages, before shaping the resulting organi-
zation to line up with our expectations. In 2001 we will consolidate three
of our domestic mortgage banks into a single entity; all the parent bank’s
German and international real estate activities will be transferred to the
new unit by the end of 2002 (see also the section on Real Estate Finance
and Real Estate Customers).

The consolidation of all our real estate activities will significantly improve
the flexibility of the corporate group. As a result of the related restructur-
ing and the new focus on real estate investment banking involving asset
management and structured financing, we expect, in the mid-term, to earn
a significantly better return on equity from our activities in real estate
finance.




ACTIVE DISTRIBUTION OF THIRD-PARTY FUNDS STRENGTHENS POSITION

IN PRIVATE BANKING ~ HOLDING IN FOREIGN & COLONIAL SOLD ‘
The distribution of investent fund products is widely expected to be one
of the fastest-growing business sectors of the next few years. By opening
our distribution network to include third-party investment funds in Sep-
tember 2000, we introduced a best-advice concept for our customers,
giviug new importance to the advisory role in the selection of investment
funds. This also means subjecting our own products to competition with
third-party products in selec:ed segments, as serving customer needs is
the top priority. The successful results in terms of sales volume, customer
loyalty and new customers since the introductory phase confirm that we
took the right step at the right time.

In opening up our investment {fund distribution architecture, we have
tightened the focus on the creation of our own investment funds. The
nucleus for our asset-management activities is formed by fund manager
Activest. As a consequence of this strategy, we sold our 90% holding in
British asset manager Forsign & Colonial effective at the end of the first
quarter 2001. We expect to record a substantial book profit on this trans-

-action, which will appear in the income statement for 2001 and thus-
strengthen the Group’s capital base.

WEBPOWER — INVESTING IN E-BUSINESS PROJECTS ENHANCES

OUR ABILITY TO INNOVATE
Las® year we dramatically increased our capital spending on selected
e-business projects under the Webpower program, proving our ability to
innovate in Internet business fields and raising our profile with customers
and in the markets. A special budget of €235 million was set aside for this
purpose. This sum is understcod to be a venture capital investment, as the
spon:sored B2B and B2C projects will have to pay for themselves over the
medium term, either through future placements in the market or through
improvements in the corporate group’s business processes.

MARKET CAPITALIZATION RISES -

SHARE PRICE MATCHES THE MARKET
Follewing the integration of Bank Austria, our market capitalization in-
creased 13% to exceed €32 bill:on in 2000. All the same, our share price
was not impervious to the weakness of the market as a whole. While the
DAX lost 8% on the year, the HypoVereinsbank share had fallen 11% by the
end of the period. By February 28, 2001, on the other hand, our share price
had risen more than 10% to outperform both the DAX and EuroStoxx 50
indexes and take our market capitalization to €36 billion.




“For our customers, we are now in a
position to offer a set of services
enhanced by the regional expertise of
Bank Austria. For our shareholders, we
are tapping new potential to create
additional value.” Dr. Albrecht Schmidt

LOOKING FORWARD TO THE NEW YEAR WITH CONFIDENCE
In the new year, we intend to focus on optimizing our value creation
structures, with a primary emphasis on the internal expansion of the
HVB Group. Our Bank of the Regions has found its niche in the European
marketplace, maintaining a strong footing on a stable foundation. We will
now turn our attention to melding the many units of our decentralized
structure into a single, effective, large-scale whole. In particular, we will
concentrate on wooing our customers with innovative product ideas and
outstanding quality in our advisory services, while also optimizing our
market presence and further improving return on capital employed. To
this end, we will utilize our extensive merger experience to push ahead
with the integration of Bank Austria and quickly realize the associated
synergies. We also expect our leading position in the emerging markets
of Central and Eastern Europe to provide an additional boost to growth.
Parallel with these efforts, we plan to better exploit the huge potential that
awaits us in real estate finance by streamlining our activities in this field.

Given this profile as the Bank of the Regions in Europe, the general
economic outlook looks very positive. The underlying indicators point to
Europe driving global growth in the next decade. Despite the present
bearish sentiment gripping the capital markets, we expect the fundamen-
tal forces underpinning the youthful equity culture to take permanent root
in continental Europe. Among other things, the demand for private retire-
ment planning will continue to boost our investment fund business, and
impending structural change among small and mid-sized companies will
provide a lasting stimulus for our integrated corporate finance operations.
Furthermore, our highly visible commitment to online banking makes

us all the more attractive as a business partner for our customers. At

the same time, we expect the weakness affecting the real estate financing
market last year to give way to a moderate upturn in the current year.

The high volatility of the markets will in all likelihood endure, with the up-
shot that we will continue to take a cautious approach to the global capital
markets. Tax reform in Germany will certainly lead to a lower tax burden
on the German portion of our earnings, and we expect this development
to have an additional, positive impact on the Group’s earnings per share.
We will also retain the high priority we have assigned to strengthening our
capital base.
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The Group’s medium-term business plan, targeting a return on equity after
taxes of 15%, was completed at the beginning of 2001 after the merger
with Bank Austria. We are confident of again being able to enhance the
Bank’s earnings and return on equity as planned in 2001, although we will
have to contend with substantial integration-related costs and burdens.
We will place even greater emphasis on the efficient allocation of equity
capital among the Group’s divisions as the basis for bringing about further
increases in the price of our shares. Having set our goals, we are fully
motivated to raising the Bank's profitability as we expand its operations.
We ask for your continued stpport as we set about these tasks.

Sincerely,




Report of the Supervisory Board

Kurt F. Viermetz

As you can tell by reading the Annual Report, we have the pleasure of
presenting you, our shareholders, a successful fiscal 2000. The develop-
ments indicate that, together, we are on the right track. The Bank of the
Regions in Europe is increasingly taking shape.

On behalf of the Supervisory Board, I would like to report on our activities
over the course of the year. As you know, the issue of running and super-
vising a company in the sense of modern corporate governance is attract-
ing considerable public attention. Differences in the functions and respon-
sibilities of the Board of Managing Directors and the Supervisory Board
are caused by German legislation, the institutional conditions, and the
traditions of other countries with international financial centers.

Consequently, the Report of the Supervisory Board for 2000 has two main
objectives: firstly, we aim to inform you about all the major activities of the
Supervisory Board at the appropriate level of openness and transparency;
and secondly, the report is intended to give you insight into the structure
assumed by the Supervisory Board to monitor the activities of the Board
of Managing Directors and to provide advice in highly complex matters. In
the process, we hope to introduce you to the mechanisms governing the
interplay of the two boards, enabling them to efficiently run and supervise
a new and far larger financial grouping that is growing into new pan-
European dimensions.




MERGER WIT-H BANK AUSTRIA
In the second half of last year, the Supervisory Board devoted special
attention to the merger of the Bank Austria Group with the HVB Group. The
acquisition of Bank Austria, which commands a strong market position
not only in Aus’ria but also in the countries of Central and Eastern Europe,
is a major step towards realizing HypoVereinsbank’s strategic vision of
creziing a Bank of the Regions in Europe. In particular, the Supervisory
Board reviewed at length the due diligence work behind the acquisition of
the Bank Austria Group and discussed the transaction structure in detail
with the Board of Managing Directors. The merger was accompanied by a
capital increase totaling a nominal €342 million from authorized capital
against the non-cash contribution of the Bank Austria shares. This move
was approved by the Supervisory Board.

OTHER KEY SUPERVISCRY FUNCTIONS
The Supervisory Board met a total of four times in 2000. At the start of
last year, the Supervisory Board requested and reviewed an extensive
status report on the progress of the merger of the two predecessor institu-
-tions HYPO-2ANK and Vereinsbank, the completion of the systems migra-
tion project, and the realization of planned synergies, as well as a final
report on the perfectly executed millennium changeover. Also discussed
were the Benk’s econcmic situation, the changes affecting the banking
industry in Germany, and current business developments.

Meeting with the Board of Managing Directors, the Supervisory Board
, discussed the development of the real estate finance business, the Internal
_gﬂl Services division and the status of information technology at the Bank,
S— and conducted an in-cdepth evaluation of the Internet-related challenges
faced by the Bank and the investments planned to this end. The Supervi-
sory Board also devoted its attention to the planned sale of the majority
hol¢ing in Brau und Brunnen, along with the reasons that led to the dis-
-continuation of negotiations and the restructuring measures instigated at
that company. The Supervisory Board requested and examined reports
on the acquisition of Spain’s Banco Inversidn, the acquisition of new stock
to increase the Bank’s equity interest in International Moscow Bank, the
acquisition of France’s third-largest discount broker, SelfTrade S.A., by
the Group’s Direkt Anlage Bank subsidiary, and the sale of the majority
interest in British asset manager Foreign & Colonial. Finally, the Super-
visory Board also discussed tae formation of a European Advisory Board
to advise the Bank on importart social, economic and banking-related
trends.

Another very important matter requiring the attention of the Supervisory
Boa-d last year was the question of whether to press claims for damages
" in light'of the findings of the special audit report presented by independent

auditors BDO Deutsche Warentreuhand Aktiengesellschaft Wirtschafts-
priifungsgesellschaft in 1999. In looking into this matter, the Supervisory
Board met its statutory and legal obligation to carefully investigate
whether such claims are justified and to consider whether to press for
such claims. As already announced at the Extraordinary General Meeting
in December 1999, the Supervisory Board therefore requested BDO to
investigate twenty projects, which the special audit report indicated
required the highest valuation adjustments, for any violations of duty




committed by former HYPO-BANK directors. This would give the Supervi-
sory Board a suitable foundation on which to base its decision; in the
meantime, a respected legal firm was requested to investigate whether
claims for damages could be asserted based on the findings published
by BDO. In all its meetings, the Supervisory Board reviewed the status of
these investigations and initiated appropriate actions in response to
current developments. The BDO report has since been submitted to the
Supervisory Board. After first soliciting and then carefully weighing the
arguments presented by the former board members, the Supervisory
Board will soon be able to reach a decision as to whether and against
whom claims for damages should be brought.

In all its meetings, the Supervisory Board reviewed reports on the work of
the committees, paying special attention to the reports on the risk control
and risk management program of the newly merged institution.

In addition, the Chairman of the Supervisory Board met individually with
members of the Board of Managing Directors to discuss important manage-
ment decisions and special business transactions.

MAIN FOCUS OF COMMITTEE WORK

Alongside the Executive Committee, the Supervisory Board has also set
up the following committees: the Business Development and Credit
Committee, the Audit Committee, the Trust Business Committee, and the
Negotiating Committee required by the German Codetermination Act.

The Executive Committee of the Supervisory Board, which serves as a
steering committee for the activities of the board and as a personnel com-
mittee, met five times last year. In these meetings, the Executive Commit-
tee dealt primarily with issues related to the staffing and remuneration
of the Board of Managing Directors and prepared specific agenda items
for the Supervisory Board meetings. The Executive Committee decided to
introduce a new system of remuneration for the managing directors,
reflecting the rapidly rising level of responsibility and the changes in the
Bank’s operations. This scheme also provides appropriate performance
incentives aimed at permanently increasing the value of the company by
means of a new stock option plan. The Supervisory Board will request the
Annual General Meeting of Shareholders on May 22, 2001 to approve
item 8 on the agenda permitting such a plan. Loans requiring Supervisory
Board approval were submitted to the Executive Committee by circular,
with approval being granted in all cases where required.

In its six meetings, the Business Development and Credit Committee,
whose primary function consists in consulting with the Board of Managing
Directors on questions of strategic positioning and the general business
development of the Bank, reviewed the information presented to it by the
Board of Managing Directors on the subject of the Bank’s business devel-
opment and the general economic situation. The committee also discussed
reports regarding the Bank’s risk situation and the integration of Bank
Austria, making recommendations to the Supervisory Board on the rele-
vant resolutions to be adopted.
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The committee also heard presentations regarding the business of the
Private Customers and Professionals and Corporate Customers divisions,
paving special attention to the strategy of the integrated corporate finance
bank and the restructuring of Corporate Customers. The Board of Manag-
ing Directors reported regularly on new commitments carrying a higher
degree of risk. The committee also discussed the development of the Bank’s
computer systems and the status of the Bank’s investments, including

the major changes occurring in them. Finally, the committee approved the
opening and closure of branches, and the granting of signing authority.

The Audit Committee, which supervises cooperation with the Bank’s inde-
pendent auditors and reviews reports submitted by the Board of Manag-
ing Directers regarding certain business transactions and especially the
results of internal audits, met on two occasions last year, and also held a
joint meeting with the Business Development and Credit Committee. The
committee mandated the Bank’s appointed auditor, KPMG Deutsche Treu-
hand-Gesellschaft Aktiengeselischaft Wirtschaftspriifungsgesellschalft,
Berlin and Frankfurt, to audit the annual financial statements and re-
viewec the information presented by the auditor on the subject of changes
in the audit strategy and the planned areas subject to special scrutiny.
KPMG also provided the committee with a summary report on the due
diligence work conducted for the acquisition of Bank Austria.

Furthermore, the corcmittee discussed the results of internal audits and
the new minimum requirements to be met in the organization of banks’
internzl audit departments. It requested and reviewed the loss report pre-
parsd by the internal auditing department, as well as reports on the status
of real estate finance business referred to the Bank by outside brokers and
on the results of a regularly scheduled, external audit of the Bank’s
money-laundering detection and prevention practices. There was no cause
for any particular concerns. Finally, the committee looked in-depth into
the bank regulatory retios to be met by the Bank.

In line with its purpose, the Trust Business Committee met four times to
review the performance of the Bank’s assets under management. It also
conducted consultations on the methods and status of performance

-measurement, the introduction of a new, global portfolio management
‘instrument, and the latest developments in the investment fund sector.

Moreover, the committee discussed the restructuring of the Asset Manage-
mernt division and the consolidation of all the Bank’s asset management
activities under the Activest brand.

The Negotiating Committes required by law did not have to meet last year.

The four Supervisory Board meetings and the numerous committee
meetings involving some or all of the managing directors during the year
underline the broadened scope of the dialog between the two boards. This
demonstrates the Bank’s commitment to meeting its obligations concerning
the supervision and monitoring of a large company in the modern business
world.




AUDIT AND APPROVAL OF THE 2000 FINANCIAL STATEMENTS

The annual financial statements and the management report of the parent
bank, as well as the consolidated financial statements and management’s
discussion as well as analysis for fiscal 2000 prepared in accordance with
International Accounting Standards (1AS), including the accounting records,
were audited by KPMG. The independent auditors issued an unqualified
opinion in each case.

Compliant with their professional obligations under Section 317, par. 4 of
the German Commercial Code, the independent auditors also examined
the monitoring systems used by the Bank to detect risk at an early stage.
The external auditors confirmed that the monitoring systems are ade-
quate and fulfill their functions. They also confirmed that the manage-
ment report of the parent bank and management's discussion and analysis
for the Group provide a true and fair view of the risks of future business
developments.

The Chairman of the Supervisory Board and the Chairman of the Business
Development and Credit Committee attended the final meeting of the Board
of Managing Directors with the independent auditors.

The financial statements listed above were forwarded to the Supervisory
Board, together with the auditor’s report and the Board of Managing Direc-
tors’ proposal for the appropriation of net income available for distribu-
tion. The lead auditor reported on the findings of the audit and provided
in-depth answers to the questions of the members of the Supervisory
Board during the joint preparatory meeting of the Business Development
and Credit Committee and the Audit Committee, as well as at the subse-
quent meeting of the Supervisory Board devoted to the annual financial
statements. The Supervisory Board concurred with the results of the audit
and determined that, on the basis of its own examination of the parent
bank’s annual financial statements and management report together with
the consolidated financial statements and management’s discussion and
analysis, as well as the proposed appropriation of net income available for
distribution, no objections were to be raised. At its meeting of March 21,
2001, the Supervisory Board therefore approved the annual financial
statements prepared by the Board of Managing Directors. The Supervisory
Board concurs with the proposal of the Board of Managing Directors
regarding the appropriation of net income available for distribution.




PERSOMNEL CHANGES

Effective January 1, 2001, Dr. Claus Nolting and Gerhard Randa were
apnointed to the Board of Managing Directors. Dr. Nolting, formerly
spokesman for the Bcard of Managing Directors of our Bayerische
Handelsbank subsidiary, had already served as a deputy board member
from April 1996 to March 1998. Mr. Randa retains his post as Chairman
and Chief Executive Officer of Bank Austria and hence will exercise a
dual function. Furthermore, Stephan Bub and Dr. Stefan Jentzsch were
appointed to the Board of Managing Directors, effective February 1,
2001, and May 1, 2001, respectively.

Effsctive August 31, 2000, Dr. Jochen Holzer resigned his position on the
Supervisory Board at his own request. The Supervisory Board would like

" to take this opportunity to tbank Dr. Holzer once more for his dedication
~and for his corstructive contributions to the merger of HYPO-BANK and

Vereinsbank. In January 2001, the Register Court appointed Dr. Siegfried
Sellitsch to the Supervisory Board to replace him.

Kurt Sonntag, who served on the Executive Board of Bayerische Staats-
bank starting in 1957 and then on the Board of Managing Directors of
Bayerische Vereinsbauk until his retirement in 1983, passed away on
October 30, 2000. As Chairman of the Advisory Board, he had continued
to advise the Bank on its development until 1991. The Supervisory Board
holas the memory of the deceased, who served the Bank faithfully and
well, in special honor.

Finally, the Supervisory Board would like to thank the Board of Managing
Directors and all the Bank’s employees in the countries and regions we
serve for their support and efforts in realizing the Bank’s goals last year.

Munich, March 21, 2001

The Supervisory Board

g o
}I/W” r } /1/1/‘%

Kurt E Viermetz
Chairman




The HypoVereinsbank Share

The stockmarket experienced great volatility in 2000. The early
months of the year were marked by a mood of excessive exuber-
ance, especially in the growth markets of the new economy.

A combination of unfulfilled growth projections, a tightening
of monetary policies by central banks and increasing fears of a
serious economic slowdown in the United States caused share
prices in these sectors to decline sharply over the course of the
year. More conventional stocks took the same roller coaster,
although they did not experience quite as wild a ride. The DAX
and EuroStoxx 50 indexes started the year with gains of 15%
and 11%, respectively, but had losses of 8% and 3% to show by
year-end. The HypoVereinsbank share was unable to buck this
generally negative trend. After reaching levels above €70 during
the first quarter, our share price had dropped 11% by the end
of the year. Technical losses resulting from arbitrage activities
after the integration of Bank Austria into the HvVB Group was
announced exerted greater short-term pressure on the share
during the second half. Since the end of the fourth quarter, we
have seen signs of a favorable change in investors’ attitudes
towards the HypoVereinsbank share, however. The Bank's
increased weighting in the international indexes once again

raised the status of its stock in the eyes of institutional investors.

As a result, the share price gained more than 10% in the first few
weeks of 2001 to clearly outperform the DAX and EuroStoxx 50.




1:1 share exchange

THE HYPOVEREINSBANK SHARE AND THE EXPANSION
CF OUR EUROPEAN MARKET PRESENCE

INTEGRATION OF BANK AUSTRIA THROUGH AN INNOVATIVE

ALL-SHARE TRANSACTION
On July 22, 2000, we anncunced the integration of Bank Austria into the
HVB Group. The sharenolders of Bank Austria were able to exchange their
shares for HypoVereinsbank shares at a ratio of 1:1 as part of a cross-
border, all-share transaction. Based on the average share price over the
thirty-day period prior to the announcement, this represented a premium
of approximately 34% for Bank Austria shareholders. After an over-
whelmi:ng vote cf approval at the extraordinary shareholders’ meeting
of Bank Austria at the end of September 2000, all operational activities
of the Bank Austria Group were placed in a new company. In a second
step, at the beginning of December, this company was integrated into the
HVB Group by means of a non-cash contribution in exchange for 114 mil-
lion newly issued HypoVereinsbank shares. Finally, at the beginning of
February 2001, Bank Austria Holding was dissolved and the new
HypoVereinshank shares were issued to the former Bank Austria share-
holders at a ratio of 1:1. Since that time our stock has been directly listed
in Vienna.

This innovative transaction structure ensured the rapid acquisition of
almost 100% of the Bank Austria shares in a single step. By retaining its

non-taxed reserves, the HVB Group still has the necessary substance at its
disposal for developing further strategic options within the market. The
integration will lead to improved earnings per share, both before and
after amortization of goodwill. With a share price to book value multiplier
of 1.3, this is an attractive transaction for our shareholders. In the end,
the total volume of the transaction amounted to €6.4 billion.

MARKET CAPITALIZATION
BROKEN DOWN BY

HYPOVEREINSEANK AND BANK AUSTRIA SHARES

QUARTER RELATIVE TO DAX 30 INDEX
— - e - - |
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WEIGHTING OF THE HYPOVEREINSBANK SHARE
IN THE MOST IMPORTANT EQUITY INDEXES
AT FEBRUARY 28, 2000

Weighting Ranking
DAX 4.05% 10
CDAX Banks 17.33% 2
EuroStoxx 50 1.26% 35
EuroStoxx Banks 4.90% 7

PER-SHARE RATIOS BASED ON AVERAGE NUMBER OF SHARES

in€ 2000 1999
Average number of shares,
in millions 431.0 418.4
Number of shares at Dec. 31,
in millions 535.5 421.5
Operating profit 4.35 0.89
Profit from 3
ordinary activities 4.59 2.50
Net income before taxes 4.30 1.80
Earnings per share
(excl. amortization of goodwill) 2.71 1.03
Earnings per share 2.50 0.86
Shareholders’ equity 44 4 28.5
Untaxed reserves 27,9 18.9
Dividend per share of common stock 0.85 0.85
Dividend per share of preferred stock 0.93 0.93
Share price at year-end 60.3 68.0
High 72.9 69.9
Low 55.3 48.0

RATINGS

Long Short Financial Pfandbriefe
term term strength Public Mortgage
Moody’s Aa3 P-1 B Aaa Aaa
S&P A+ A-1 - AAA -
FITCH AA-* Fl+ B/C AAA AAA

*Negative outlook




CAFITAL INCREASEZ OF 174 MILLION SHARES IN EXCHANGE FOR

NON-CASH CONTRIBUTION BY BANK AUSTRIA
As a step towards integrating Bank Austria, we carried out a capital
increase of 114,000,000 new shares at the beginning of December 2000,
utilizing existing authorized capital. At the same time, the 13,524,370
registered shares held by the Bayerische Landesstiftung were converted
to common bearer shares in order to establish a more uniform equity
structure. Our equity capital is now distributed over 535,488,701 shares,
including 14,533,600 non-tradable registered preferred shares.

MARKET CAPITALIZATION RISES TO €32 BILLION; SIGNIFICANTLY HIGHER

WEIGHTING IN INDEXES
As a result of the capital increase, our market capitalization rose some
13% to around €32.3 billion. This has had a significant impact on our
weighting in the worldwide indexes, which are constantly gaining in
importance owirg to their benchmark function for investment decisions
by international institutional investors. The Bank’s weighting in the DAX
index increased appreximately 35% to a proportion of 3.53%. This places
us in tenth in the rankings of the 30 largest listed German companies.
Following the conversion of the EuroStoxx 50 index to free-float weighting
in mid-2000, our higher ranking did not come about until after the new
shares were issued to Bank Austria shareholders at the start of February
2001. Our weighting sudsequently increased some 33% to 1.1%, while
our ranking rose from 43 to 35. By the end of February 2001, our market
capitalization had risen to around €36 billion thanks to a strong rise in
the share price at the beginning of the year.

DWIDEND PAYOUT UP 27%TO €456 MILLION

€0.85 cash dividen? For the past business year, the Board of Managing Directors will propose to

per share of comm=r the Annual General Meeting of Shareholders an unchanged cash dividend
of €0.85 per common bearer share and €0.93 per registered preferred
share. ‘

DEVELOPMENT OF
UNDISCLOSED RESERVES
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All HypoVereinsbank shares outstanding at year-end qualify for dividends
for the full year. In addition to the cash dividend, our German sharehold-
ers will receive the full tax credit of €0.36 per share, bringing the total

to €1.21. Owing to the 114 million unit rise in the share base, the dividend
payout increased 27% to €456 million. Allocations to retained earnings
this year total €623 million. By significantly increasing the rate of earnings
reinvestment to 58%, we aim to expand our capital base for further
organic growth in the interests of our shareholders.

UNTAXED RESERVES INCREASE AGAIN
HypoVereinsbank’s untaxed reserves increased 50.2% to €11.9 billion
year-on-year. At the end of June 2000, we reduced our shareholding in
the merged E.ON Group by half to roughly 1.9%. The resulting book profit
exceeded €290 million. With book profits realized on the sale of share-
holdings no longer being taxed in Germany as of the coming year, we will
be in an even better position to use reserves flexibly to finance other
strategic options aimed at expanding our market position in Germany and
Europe.

SIGNIFICANT SHAREHOLDINGS OF
THE HVB GROUP AT DECEMBER 31, 2000

in % ' Share
of

capital held

Allianz AG 6.8
Miinchner Riick AG 13.3

SHAREHOLDERS WITH HOLDINGS IN EXCESS OF 5%
|

in % Share of HVB Group
capital held
Dec. 31, 2000 Feb. 28, 2001

BA Holding AG! 21.3 —
Allianz AG 13.7 13.7
E.ON AG 6.6 6.6
AV-Z — 5.2
Miinchner Riick AG 5.1 5.1

1Issued to BA Holding shareholders
against collection of the 114 m

BA Holding shares outstanding at
Cralviriavsr 9 9001




IR activities
expanded
worldwide

VALUE-ORIENTED COMMUNICATIONS TO INCREASE SHAREHOLDER VALUE

By value-coriented communications we mean the management of the capi-
tal markets’ expectations through well-directed information. We do not
limit ourselves in this 1o purely outbound communications. With a view to
property implementing the shareholder value concept, we take the expec-
tations of the capital markets into the company to ensure that they guide
us in our internal planning and management processes. Partly in response
to the increased demand for information arising from the Bank Austria
merger, we have greatly intensified our contacts to investors and analysts
at investor conferences, analyst meetings, roadshows, and numerous
one-on-one and group meetings with the involvement of the Board of
Managing Directors.

To achieve sustained growth in our institutional investor base, we have
broadened our investor relations activities worldwide. In this context, the
acquisition of outside capital was supported at roadshows in Europe and
Asia. Focal points of the past year’s activities were to inform the markets
about our e-business activities pooled in the Webpower project, the
expansion of our private customer business, and the Bank of the Regions
strategy. In line with these aims, we staged an investors’ conference at
our Polish subsidiary BPH for the first time last spring.

Following the integration of Bank Austria into the HVB Group, we see it as
a special challenge to establish a long-term relationship with our new
Austrian shareholders and convince them of the benefits of an investment
in one of the leading banking groups in Europe. In order to do this, we are
relying increasingly on the Internet, as we have done in our dialog with
private shareholders in the past. The strong performance of our IR home-
page www.hvbgroup.com/ir in tests by leading financial publications and
297,000 page impressions demonstrates its quality and is clear evidence
of strong interest in the Group on the part of investors. To cater even better
for this demand for information, our revamped website will be launched
in the second half of the current year. We have enhanced our current
online information offering by adding a mailing service. Visitors to the site
who sign up for this service will automatically receive up-to-the-minute
e-mail informaticn on all important developments at HypoVereinsbank.




The Bank of the Regions
| in Europe

For us at the HVB Group, the complete integration of Bank Austria
represents another successful step in implementing our Bank of the
Regions in Europe strategy. Together with Bank Austria, we are
positioning ourselves as the market leader in the economic hub of
Germany, Austria, and Central and Eastern Europe. The move builds
on the HVB Group’s clearly defined strategy to be one of the driving
forces in the European consolidation process. Following the inte-
gration of Bank Austria, our corporate group has become one of
Europe’s three biggest banks, with total assets of €717 billion.




MARKET LEADER IN THE HEART OF EUROPE

CONTINUED FOCUS ON EUROPE
After leading the way in the German banking market, with the integration
of Bank Austria the HVB Group has now taken another major logical stride
in the consolidation process sweeping the European banking industry.
Besides opening up new markets, this move considerably strengthens our
cempetitive position in Europe, in terms of our strategic profile, size and
financial strength. We will now concentrate on expanding the strong base
we en;oy in our core merkets. To take full advantage of the huge potential
inherent in our Bank of the Regions strategy, we intend to extend our
European network one step at a time.

REG/ONAL PROXIMITY, CENTRALIZED CONTROL
Thanks to our Benk of the Regions strategy, the HVB Group enjoys a
distinct identity with respect to customers and the capital markets. This
clearly formulated strategic position represents a credible alternative to
the global investment banking model prevalent in Europe. The strategy
combines regional proximity to customers with the competence and
performance strength of a focused full-service bank.

Unique In one dimension, we pursue a common strategy, achieve synergies

market profile through the centralized development of products and services, and con-
duct integrated risk and capital management on the basis of a uniform
platform of comouter systems and transactions Group-wide. At the same
tirne, the concept of decentralized, legally independent units retaining
their respective brand names and hence their established identities allows
for considerable proximity to customers, fast decision paths, extensive
local management responsibility and profound knowledge of regional
markets. This aspect of our strategy is manifested in the separate brands
under which our bank of the regions is active; HypoVereinsbank in Ger-
many, Vereins- und Westbank in northern Germany, and Bank Austria
in Austria can be mentioned by way of example. The HVB Group serves as
a super-regional umbrella structure, guaranteeing service to the highest
international standards.

MERGERS, ACQUISITIONS

MARKET CAPITALIZATION OF THE HYB GROUP AND START-UPS*
1 S O S I
€bn 1991: 75% Vereins- und Westbank
£ : (northern Germany)
H 1992: 100% Schoellerbank (Austria)
1993: pAB formed (Germany)
1994: 100% Bank von Ernst (Switzerland) |
i 1997: FMs-Bank formed (Germany)

1997: 100% norishank (Germany)
1998: Merger of HYPO-BANK and BV
to form HVB Group
100% FGH (Netherlands)
1999: 86% BPH (Poland)
2000: 100% Banco Inversién (Spain)
100% Bank Austria (Austria)

|
*rounded percentage
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Europe's
leading bank for
private customers

MILESTONES TO BECOMING EUROPE’'S LEADING BANK FOR PRIVATE
CUSTOMERS

Over the years, our Bank of the Regions strategy has steadily assumed
concrete form. During this time, the HVB Group has conducted a number
of targeted transactions to reinforce its core areas of competence and
accommodate the full range of customer needs, considerably bolstering
its European presence in the process. Simultaneously, our market capital-
ization has increased by a factor of more than seven since 1990.

The integration of Bank Austria is a particularly important milestone on
the path to becoming the Bank of the Regions in Europe. Together with
Bank Austria, the HVB Group has more than 2,400 branches and more
than 70,000 employees, offering a modern, highly effective platform

for serving more than eight million customers in the heart of Europe.
Consequently, we have advanced considerably closer to our goal of being
Europe’s leading bank for private customers. Both in terms of our geo-
graphical presence and our activities in defined areas of competence, we
are well on the way to establishing the necessary critical mass.

OUTSTANDING STRATEGIC FIT

In pursuing our Bank of the Regions strategy, the HVB Group acts in
accordance with strictly defined criteria; and Bank Austria fulfills these
criteria in every respect. Bank Austria boasts a strong regional presence,
with shares of the Austrian market for private customers and profes-
sionals ranging from 20% to 60%. In terms of their business orientation,
HypoVereinsbank and Bank Austria are an excellent fit.

HVB Group

Bank Austria
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“With the integration Bank Austria, we
have reachred ancther major milestone on
the road to becoming the Bank of the
Regions in Europe. The move makes us the
clear market leader in the heart of Europe
and helps us tap additional potential for
growth.” Or. Albrecht Schmidt

,,,,,,,,

SUCCESSFUL POSITION AS MARKET LEADER IN ONE OF EUROPE’S

MOST PROMISING REGIONS
The HVB Group is very wel! positioned in the heart of Europe, a region of
160 million potential customers in Germany, Austria, and the countries
o: Central and Eastern Europe. With its high population density and the
above-average education level of its inhabitants, this area harbors sub-
stantial potential for growth. We will continue to pursue a multibrand
strategy in our ragional communication zones, in line with the federalist
nature of Europe itself.

Focus on Poland The high level of markst penetration we enjoy in the emerging markets
of Central and Eastera Europe opens up considerable potential for new
business. In Poland, the most lucrative market for banking services in
this region, the 1v8 Group is represented by its banks BPH and PBK, which
together hold a market share of more than 10%. This makes HVB the third-
ranking bank in the Polish market. Within the planned integration period,
, ‘which extends tc the end of 2003, we intend to merge these two banks
26 into a single entity. This step will considerably speed the consolidation of
! the domestic banking market and also generate substantial synergies that
will increase profitability in Poland. Within the HVB Group, Bank Austria
will assume the rele of competence center for Austria and Central and
Eastern Europe, coordinating all of our operating activities in this region.

FAR-REACHING SYNERGIES ...
We project a potential cut in the combined cost basis of HypoVereinsbank
and Bank Austria in the region of €500 million yearly. First of all, the
integration Bank Austrie with the HVB Group will produce yearly cost
synergies of €320 million. Realizing these synergies will require one-time
restructuring expenses of €350 million. Secondly, we expect a further
synergy potential of €175 million per year from the Bank Austria Group.




Bolstering our
profile

“In the regions we serve, HypoVereinsbank
and Bank Austria together count more
than eight million customers. Within the
HVB Group, Bank Austria is responsible for
corporate development in Austria and the
rapidly-expanding markets of Central and
Eastern Europe; we aim to systematically
exploit the potential inherent in these

important growth regions.”
Gerhard Randa

..AND STRONG INCOME POTENTIAL
We believe that further optimizing existing business processes will yield
additional productivity increases in the medium-term future. In this
respect, we are considering a common transactional bank, an integrated
platform for all the Group’s e-business activities, including direct broker-
age, and a single, uniform risk management system as part of the Group
controlling function. Additional income potential can be tapped by exploit-
ing economies of scale and cross-selling opportunities. The stronger
market presence in Central and Eastern Europe will also enhance our
appeal for local and international corporate customers. Furthermore,
we can substantially extend the range of services we offer by combining
the corporate finance and capital markets expertise of the two banks.
By intensifying our real estate finance activities, we will further enhance
our performance capability in our core regions, especially Central and
Eastern Europe. As a result, we intend to garner additional European
market share in our areas of core competence.

ALL-SHARE TRANSACTION COMPLETED IN EARLY FEBRUARY 2001
We completed the cross-border, all-share transaction — described in detail
in the section on the HypoVereinsbank share - at the beginning of February
2001. The chosen transaction structure is ideally suited for prompt,
complete acquisition, thereby laying the groundwork for fast, flexible
integration.

RIGOROUS INTEGRAT!ON SCHEDULE
By the end of September 2000, we had already formed the steering
committee responsible for overseeing the merger, consisting of represen-
tatives from both banks: Gerhard Randa and Franz Zwickl of Bank Aus-
tria, and Dr. Albrecht Schmidt and Dr. Eberhard Rauch of HypoVereins-
bank. At the same time, we also clearly defined the project structure. After
obtaining the approval of the EU Commission, we began the integration in
earnest and have since made significant progress.
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The merger witk Bank Austria is a targeted European cross-border trans-
action; yet due to the geographical proximity and cultural kinship of the
partners, it also has a pronounced “in-market” character — a very impor-
tant advantage for ensuring speedy integration and exploiting synergies.
Furthermore, the integration capability of both banks has been tried

and tested. Bank Austria gained this experience in several mergers and
acquisitions, most recently the acquisition of Creditanstalt in 1997, while
HypoVereinsbank has been involved in numerous such moves, including
the merger of Vereinshank and HYPO-BANK in 1998. :

In most regions, the integration will already be completed by mid-2001,
with the exception of Austria and Poland, where by reason of the attendant
complexity the integration is slated for completion two years later. By the
end of 2003, we intend tc eliminate redundancies between HypoVereins-
bank and Bank Austria and implement uniform IT standards Group-wide,
thus giving sustained support to the HVB Group’s value creation process.




Bank Austria
incorporated

Division Controlling

CUSTOMER-DRIVEN ORGANIZATIONAL STRUCTURE
Besides serving the purpose of documentation, the Bank’s divisional con-
trolling fulfills an important management function. We made no structural
changes to our customer-driven divisional structure compared with the
previous year. Results of the HVB Group are broken down by the six corpo-
rate divisions: Private Customers and Professionals, Corporate Customers,
Real Estate Finance and Real Estate Customers, International Markets,
Asset Management, and Real Estate Workout.

As part of the initial consolidation phase, we have integrated Bank Austria
into the segment-based logic of the HVB Group. We have drawn up various
new demarcation lines and definitions for corporate divisions at Bank
Austria with this in mind.
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NEW GROUP CONTROLLING PRINCIPLES
To anchor the HVB Group strategy of the Bank of the Regions in Europe in
the Group's controlling system, the Board of Managing Directors has '
revised the controlling guidelines, taking into account the specific regional
and divisional requirements of the entire management process.

Divisional The basic principle states that the banks of the regions - in line with the
and regional . . . i . s s . 21 »
profit centers deliberate choice to adopt a regional mission and regional status — will in

future be subject to operat:onal controlling based on their overall results,
but taking into account the conditions they face and the divisional struc-
tural criteria set by the Group’s Board of Managing Directors. Within the
corporate group, we distinguish hetween divisional and regional profit
ceaters. We aim to combine the sales dynamic of our banks of the regions
with the pooled expertise of a major international bank to optimize profits
by applying this fundamental controlling principle.

DIVISIONAL AND REGIONAL
PROFIT CENTERS OF THE HVE GROUP

r=u) T T O I
Group compeauies Divisional and regional profit centers
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SEGMENT-BASED CONTROLLING WITH ADDED STATUS FIGURES
During the year under review, we intensified and refined our division-
based controlling methodology and introduced new status figures as an
important enhancement to our published information. The new data
includes the total risk provisions broken down by division. The essential
management task of divisional controlling is also evident in the ongoing
refinement of our external reporting within the framework of Group
expansion. This is where the individual plans of the various divisions are
consolidated and condensed in overall Group planning.

OPERATING HIGHLIGHTS 2000

in millions of € Private Corporate Real Estate Inter- Asset Real Othér/ Group
Customers CustomersFinance and  national  Manage- Estate Consolidation
and Profes- Real Estate Markets ment  Workout
sionals Customers
Net interest income 2,206 1,355 1,478 469 (1 12 (369) 5,150
Provisions for losses on loans and advances 290 359 561 1 — (33) 8 1,186
Net commission income 1,423 491 92 238 333 2 (156) 2,423
Trading profit 5 7 — 484 (3) — 55 548
General administrative expenses 2,568 842 574 537 248 53 60 4,882
E-commerce expenses 107 — — — — — 128 235
Balance of other operating income
and expenses (19) (5) 18 (8) 11 @) 65 55
Operating profit 650 647 453 645 92 (13) (601) 1,873
Net income from investments (11) (40) 28 (46) 4) — 398 325
Balance of other income and expenses!? (24) (29) (8) (14) (20) (89) (36) (220)
Profit from ordinary activities 615 578 473 585 68 (102) (239) 1,978
Balance of extraordinary income
and expenses — — — — — — (126) (126)
Net income before taxes 615 578 473 585 68 (102) (365) 1,852
Core capital allocation 3,363 3,259 4,156 1,846 5 233 1,448 14,310
Total risk provisions 2,426 5,387 1,312 15 — 3,293 321 12,754
Return on equity after taxes (%)
{excl. amortization of goodwill) 13.3 13.0 6.8 23.6 — — — 9.2
Cost-income ratio (%) 71.0 45.6 36.1 45.4 72.9 — — 59.7
Employees 36,416 10,234 4,047 2,261 1,146 416 18,347 72,867

Tincluding amortization of goodwill




PLANNING HIGHLIGHTS THROUGH 2001

We continte to base our planning on conservative underlying assumptions:

—annual GDP growth in Germany of 2.5%
~inflation under 2%

—low interest rates between 4 and 6%
—tax laws currently in effect, including the effects of corporate tax reform
~introduction of capital-based retirement planning

Operating on these assumptions, we expect to see the following trends in

our results:
- Despite the wide-ranging projects entailing investments in the internal

expansion of the Bank of the Regions, we are looking to enhance the
cost-income ratio compared with the pro forma figure for 2000 to less
than 64%. In this context, it is important to bear in mind that the special
budget for the Webpower program, which we carried separately in 2000,
will be recorded completely under general administrative expenses in the
current fiscal year. Moreover, the restructuring expenses earmarked for
implementing the strategic Real Estate Lead Competence initiative will
also be included in general administrative expenses. All in all, the initial
censolidation of Benk Austria is forecast to produce very high rates of
change in operating revenues and expenses.

~In terms of return on equity after taxes and before amortization of

goodwill, we are planning to make further progress towards a figure of

10-12% in 2001.
-Core cepital measured by BIS rules is projected to reach a volume of

around €22 to €23 billion in 2001.

KEY PLANNING DATA:
RETURN'ON EQUITY*

in %

12

* after taxes

and excluding arnortizatior of goadwill

KEY PLANNING DATA:

LOST-INCOME RATIO

64 O
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KEY PLANNING DATA:
CORE CAPITAL AS PER BIS
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Core capital boosted

MEDIUM-TERM PLANNING
WITH GREATER CAPITAL REALLOCATION

Our corporate planning is built around the medium-term goal of earning
a 15% return on equity after taxes. In our consistent efforts to attain this
ambitious goal we will be supporting a more intensive reallocation of
equity capital in the future. Major projects are planned notably in the Cor-
porate Customers division and the Real Estate Finance and Real Estate
Customers division for asset securitization, a process which relieves the
burden on equity capital. We intend to strengthen our capital base over
the next few years by significantly reinvesting earnings and exploiting
innovative financial structures, thus improving the capital ratios subject to
regulatory monitoring. The tax exemption for the sale of shareholdings
that comes into effect next year has given us far more leeway to optimize
the structure of the capital base on the balance sheet.

We have yet to complete all the detailed structures in the multi-year plans
for the HVB Group due to the full integration of Bank Austria into the cor-
porate group, which only started in December 2000, coupled with the
complexity of the cross-border transaction. Consequently, we will limit
ourselves at this point in time to a trend statement on our expectations for
operating results in the current year.

GENERAL ECONOMIC

TRENDS 2000
|
Germany experienced its strongest year of growth
since the post-reunification boom together with a
tangible reduction in unemployment:

-With growth of 3.0%, up from 1.4% in 1999, the
German economy expanded faster than at any
time since reunification.

—Inflation averaged 1.9% compared with 0.6%
in 1999.

—The unemployment rate fell from 10.5% in 1999
to 9.6% by year-end.

-The current account deficit totaled 0.8% of GDP
after 0.9% last year.

—The public finances recorded a surplus for the
first time since the late eighties; excluding the
proceeds from the auction of UMTS licenses, there
was a deficit of 1.2% of GDP, compared with 1.4%

in 1999.
SRR S




GENERAL ECONOMIC OUTLOOK FOR 2001

The prospects fer worldwide growth have dimmed somewhat over the last
few months. This change was sparked by the economic downturn in the
United States as the technology bubble burst and stockmarkets continued
to tumble. Whether the U.S. economy is just pausing for breath before
teking off again ia the second half of the year depends on how quickly the
Fad can restore the confidence of consumers, producers and international
investors. In the meantime, the slowdown in the United States is having

a knock-or effect, notably in the countries of emerging Asia. Japan, too, is
experiencing tremendous pressure on its economy as the country has

not yet succeeded in generating an upturn driven by the domestic private.
sector.

The outlook in the euro area looks far healthier. Although the pace of
expansion is expected to slow from 3.4% in 2000 to 2.5% in 2001, Europe
will not suffer too hadly despite the after-effects of higher oil prices and
poorer export prospects resulting from the slowing global economy. At the
same time, stronger dcmestic demand is forecast to spur growth, with
falling tax levels and lasting improvements on the labor market stimulat-
ing private consumption. Taking advantage of the freedom to loosen
policy afforded by falling icflation and slower growth of the money supply,
the European Central Bank will cut interest rates. In effect, the launch of
monetary union has belstered the euro-zone’s immune system, preventing
it from catching cold when the global economy sneezes. Clear progress
has been made on consolidating public finances, with several large coun-

, tries introducing packages of sensible tax cuts and going over to partially
T;Z;ﬂ' privatized pension schemes.

The economic prospects for Germany are similar to those in the euro area -
as a whole. While expansion at 3.0% was faster in 2000 than at any time
since the post-reunificat.on boom, we expect to see this figure fall back
slightly to around 2% in the current year. Both exports and capital spend-
ing will fail to keep pace with the levels seen in 2001. A certain amount

of investment was brought forward to last year to take advantage of the
more generous depreciaticn rules still in effect. Hopes of an end to the
structural crisis plaguing the construction industry are likely to be dashed
again in 2001. At the same time, private consumption looks set to take
off. The latest tax-reform measures implemented at the beginning of the
year will reduce the tax burden a total of €22 billion, and the number of
cornpanies declaring bankruptcy is expected to rise in the wake of the
start-up boom.
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Private Customers
and Professionals

The Private Customers and Professionals division enjoyed a success-
ful year in 2000, thanks in large part to good results from securities
operations. We continued to hone our value proposition to be the
bank for life's most important financial decisions. In September 2000,
we started actively marketing third-party funds in an open architec-
ture, thus reaffirming our commitment to be guided first and fore-
moast by our customers’ needs. In private banking we considerably
expanded our international activities. In the professionals segment,
too, we were able to improve our results and provide a strong foun-
dztion for the future through appropriate process optimizations. With
th> integration of Bank Austria, we are now serving a total of some
eight million customers in our regions. This represents a significant
increase in our European customer base. The Private Customers and
Professionals division improved its cost-income ratio to 71.0% and
contributed €615 million to net income before taxes. Return on
equity after taxes and before amortization of goodwill totaled 13.3%.




CONSISTENT APPROACH TO STATUS
AS LEADING BANK FOR PRIVATE CUSTOMERS
IN THE HEART OF EUROPE

MARKET PROFILE REINFORCED
Last year again, the Private Customers and Professionals division boosted
its productivity across the entire corporate group. In doing so we upheld
our claim to the title of leading private bank in the heart of Europe. The
merger with Bank Austria has expanded our market share in Europe. By
focusing even more closely on the needs of our customers in keeping with
our value proposition to be the bank for life's most important financial
decisions, we succeeded in further accentuating our profile within the
market. Our products and services comprise multi-optional retail banking
- with access to the flagship 3D account offered through three different
channels: branch office, telephone and Internet — rapidly growing private
banking, the professionals segment and, finally, discount brokerage
services, now provided by Direkt Anlage Bank, the subsidiary spun off
from the parent bank. Including Bank Austria, today we already have
1.5 million online accounts in the HVB Group.

As planned, the branch network in Germany was scaled back a total of
34 offices to 740. However, the ongoing optimization and modernization
of our branch structure ensures that we continue to provide full market
coverage.

OPERATING PERFORMANCE
in millions of € 2000 1999
Operating revenues 3,615 3,208
Provisions for losses on loans and advances 290 245
General administrative expenses 2,568 2,412
Operating profit 650 551
Net income before taxes 615 532
Core capital allocation 3,363 3,085

Return on equity after taxes (%)

(excl. amortization of goodwill) 13.3 10.7
Cost-income ratio (%) 71.0 75.2
Employees 36,416 19,517
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Cross-border sales

platform

CLEAR COMMITMENT TO RETAIL BANKING

We offer a broad range of products in retail banking. Our employees are
equippec with an integrated workplace called INAP to assist them in
pinpointing individual needs. This leading-edge technology enables them
to create precise product and service profiles for their customers. To
facilitate the profiling process, additional information is supplied by the
Database Marketing unit. Thus we are able to directly address our cus-
tomers’ individuel wishes and provide them with a range of products spe-
cially tailored to their needs within the scope of our customer relationship
management ang our value proposition. Thanks to improved cross-selling,
the result is a greater volume of business. :

OPEN ARCHITECTURE -
INNOVATIVE LEADER IN FUND MARKETING

As the bank for life’s most important financial decisions, we have added
an appealing component to our value proposition in the field of investment
in the form of an open architecture promoting sales of third-party offer-
ings. Alongside our own funds, we now actively offer our customers a
judiciously selected range of third-party funds from our chosen marketing

partners. This initiative. makes us one of the first European banks to open

our marketing platform in this way. Nor is the new open approach limited

to the German market: together with Bank Austria we have extended the

open atchitecture across borders, offering it through the branches and the
additional sales channels of telephone banking and the Internet. Third-
party and Group funds sold very well during the year. Since the open
architecture was launched in September, the volume of actively offered
third-party funds sold has doubled.

At present, the more than 4,000 German funds we offer are divided into
approx:mately 50 categories. They range from classical investment and

industry offerings to innovative theme-based funds. In each category, we
apply a multi-phase analysis procedure to filter out a favorite that in our

GROUP BREAKDOWN OF CONTINUED BOOM IN
INTERNET AND INTERNET AND
ONLINE-BANKING ACCQUNTS ONLINE BANKING
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Strong growth in
securities operations

view is recommendable in terms of our customers’ investment goals, based
on their risk profiles. Our internal research is reinforced by Fondsconsult,
an independent fund research company, and supplemented by an individ-
ual research approach that includes long-term projections and an index-
independent analysis. Our employees can retrieve this information over
the intranet.

SECURITIES BUSINESS EXPANDED AS KEY PROFIT CONTRIBUTOR
In 2000 the placement of new shares and secondary offerings in the pri-
vate customer segment yielded above-average growth. Within the parent
bank alone, sales more than doubled from €337 million to €783 million.
Our customers have been able to place subscription orders via the
alternative sales channels of telephone banking and the Internet since the
spring of 2000.

The HVB Group’s standardized asset management product, the Kombi-
Anlage, also continued to grow during the year. The volume of assets
under management within this scheme increased some 20% to €6.5 billion.
Allocation opportunities were broadened through the addition of two new
index funds. This type of asset management has proven its worth even in
volatile markets, and will be developed vigorously to the benefit of our
customers.

ON COURSE FOR EXPANSION CAMPAIGN IN PRIVATE BANKING
Our services for high net worth individuals with special concerns in terms
of quality, individuality and independence are bundled at two locations:

—Private Banking at HypoVereinsbank and Vereins- und Westhank with its
own competence center, and

—the private banking subsidiaries under the umbrella of HVB Private
Clients.

The corporate group today has around 60,000 private banking customers
with a securities-account volume of well over €30 billion.

CROSS-SELLING POTENTIAL
o
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Activities expanded

HVB Private Clients
formed

Owing to its high strategic priority within the private customer strategy of
HypoVereinsbank and Vereins- und Westbank, we have continued to '
forge ahead with our activities in the private banking area. We now have
specialized private banking teams on site at 36 attractive locations in
Germany. Our goal is the long-term optimization of our customers’ total
assets. In line with this goal, we have placed financial planning at the
heart of our customer relationship philosophy. In implementing financial
planning, we see our special strength in the integration of a financial
planner into the local customer consulting teams. This enables the securi-
- ties and real estate specialists to optimally contribute their expertise to
a networked overall strategy for the customer.

Complementing 1he private banking units at HypoVereinsbank and
Vereins- und Wastbank, business with wealthy private customers in Ger-
many and abroad is gathered under the umbrella of HVB Private Clients
GmbH, waich

—acts as a holding company for its subsidiaries, and

—manages the uniis that report to it.

The subsidiaries will continue to operate within their markets under

their own brands while making optimal use of synergy potentials. Switzer-
land-based Bank von Ernst, for instance, is primarily active in investment
advisory services and asset management for the high-end segment.

450 employees advise the primarily foreign clientele in Swiss branches in
Zurich. Berne, Geneva and Lugano as well as in Liechtenstein and
Monaco.

In Germany, Bankhaus Maffei in Munich and Bankhaus Gebr. Bethmann
in Frankfurt offer tailor-made advisory services for upper-level private
customers. Banco Inversion, which was acquired in 2000, covers the
eatire Spanish market. We also have existing operations in the lucrative
markets of Austria, Luxembourg and the United States. In total, the units
reporting to HVB Private Clients are currently represented in twelve
countries with 76 brancaes or representative offices. Further expansion
in Europe is planned.

PARTNERS FOR THIRD-PARTY FUND SALES

Group fund companies:
ACTIVEST, NORDINVEST, iii-GmbH

Third-party veadors:

ABN Amra, ADIG. Alliance Capital Management,
BNP Paribas, Credi: Suisse, DIT, DWS Group,
Fidelity, JF MorganFlemings, Foreign & Colonial,
Gartmore, Invesco, Julius Bar, Merrill Lynch, MFS,
Morgan Stanley Dean Witter, Pictet, Sal.
Oppenheim, Thrzadneedle, Templeton, UBS
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Holistic approach
pays off

Strong position
for DAB

SUCCESSFUL YEAR FOR PROFESSIONALS SEGMENT
The professionals segment had a successful year despite the tense market
and the generally difficult environment. More than half of the 500,000
professional customers across the entire corporate group are served by
specialized professional customer consultants, receiving comprehensive
care in both their personal and business-related banking needs.

The success of this holistic approach is well documented by the resulting
business trends. In particular, we have boosted the proportion of earnings
from deposit banking and services - activities which require little equity
capital — from 35% to 45%. Here, as in our business with private custom-
ers, securities were a driving force behind the development, generating
revenues nearly 60% above the prior year level.

Our policy of focusing on our customers’ most important financial deci-
sions prompted us to further intensify our activities in the area of corpo-
rate succession. Around 30 events with well over 2,000 participants
helped to raise HypoVereinsbank’s profile as a competent partner for all
issues pertaining to corporate succession.

Six competence centers have been established across Germany with a view
to exploiting the telephone and Internet as sales channels for a special
portfolio of products and services. This range has been developed to meet
the particular needs, demands and potential of a customer group both
large enough and sufficiently homogeneous in terms of banking needs to
merit this approach. So far, some 25,000 professional customers have
made use of the competence centers, and we project a doubling of user
numbers by the end of 2001.

DIREKT ANLAGE BANK: EN ROUTE

TO DISCOUNT BROKERAGE LEADERSHIP
In December 2000, Direkt Anlage Bank (DAB) acquired SelfTrade, the
third-largest discount brokerage in France. This has opened up access for
DAB to the most important European markets — France, Spain, Italy and
Britain ~ and taken it a significant step closer to its goal of becoming the
leading pan-European discount brokerage. As an integral component in
the HVB Group strategy, DAB adds its strong position in the rapidly growing
European discount brokerage business to the model for multi-optional
retail banking. It is especially pleasing to report that DAB was able to hold
its own compared with its peers while weathering the weakness in the
market.




“We have come several steps closer
to our goal of attaining a position of
market leadership among private
customers in Europe by expanding
our commnrercial base in Austria and
Central and Eastern Europe. Now we
are turning our attention to making
our successful business modei of
the muiti-opticnal bank and private
banking more tangible and more
efficient for our Europe-wide
clientele.” Dr. Stephan Schaller

DAB leads all discount brokers with a total of €12.8 billion in customer
assets under its managernent. In a volatile market environment, DAB sees
itself vindicated in the straiegy of relying not only on day traders to provide
its customer base, but also pursuing savers and investors. The growing
business with financial iniermediaries has also proven successful.

CE'NTRAL AND EASTERN EUROPE AS A STRATEGIC MOTOR FOR GROWTH
Soaring market share Tte HVB Group is firmiy committed to the up-and-coming markets of
Central and Eastern Europe. Driving the development of HypoVereinsbank’s
activities here is the growing business with private customers, who in the
future will account for a major share of revenues in this region. Spear-

— heading our operations in Central and Eastern Europe are BPH headquar-
Tzﬂ tered in Cracow together with Warsaw-based PBK, the Polish subsidiary of

Bank Austria now joining the corporate group. The positive trend in 2000
was the outcome of integration measures initiated in 1999, which were
diligently implemented and intensified in 2000. BPH, with its online bro-
kerage anc first [nternst account in Poland, occupies a leading position
in its market.

Tae integration of Bank Austria into the HVB Group has sharply raised our
market share in the entire region. As the strongest foreign bank in the
core countries of Poland, the Czech Republic, Hungary and Slovakia, we
are forming units to conzinue with our success story in the dynamic
markets of Centrel and Eastern Europe.




Customer relationship
management concept
sharpens profile

IMMOEUROPA - HYPOVEREINSBANK’'S COMPREHENSIVE SERVICE
FOR PURCHASING REAL ESTATE ABROAD

Real estate finance currently faces difficult conditions in the German
market, as reflected in the declining figures for new business in private
real estate finance. By contrast, business outside Germany is expected to
gain in importance. Consequently, HypoVereinsbank has been in a posi-
tion since mid-2000 to advise people buying real estate in France, Italy
and Spain, and to provide financing secured by real property liens on for-
eign properties. Selected notaries and solicitors provide advice on legal
and taxation issues and, looking ahead, also on inheritance questions sur-
rounding foreign real estate. We develop tailor-made financial solutions
and lend against the foreign property. At the request of the customer, our
HVB Immobilien GmbH subsidiary acts as a real estate agent for selected
properties.

OUTLOOK: EARNINGS GROWTH AND COST DISCIPLINE

In 2000 we maintained our commitment to our established goals, thus

reinforcing our claim to be the leading private bank in the heart of Europe.

Building on our Bank of the Regions in Europe strategy we have further
strengthened our solid starting position in the private customer segment.
With a multi-channel management including a revamped website and
additional core competencies, we are using this position to anticipate pro-
jected changes in the marketplace.

All the same, we believe that the decisive factor behind a successful posi-
tioning in the private customer market is a convincing customer relation-
ship management concept. Consequently, 2001 we will implement new
strategies for private customers that

. involve additional segmentation to meet individual and standardized

customer needs, and

. optimize service in all marketing channels.

We will accompany these moves by streamlining and digitizing our
processes, thus creating more space for personalized customer service
and more potential to make progressive changes to products. In imple-
menting these strategies and the associated adjustment and optimization
of marketing structures, we will be paring back our branch network
10-15% over the next twelve months. At the same time, in the autumn of
2001 we will be opening a customer service center staffed by 250 people
to take care of the growing demand for telephone and online banking.

As a result, we expect to noticeably improve the customer care experience
and further increase our earnings. At the same time, we remain commit-
ted to exercising stringent cost discipline.
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Corporate Customers

By mid-2000, we had successfully completed the extensive reposition-
ing of our Corporate Customers division, implementing a business
model with compelling competitive advantages. Furthermore, we
significantly expanded HypoVereinsbank’s market position in all its
core business areas. We aim tc be the leading integrated corporate
firance bank in Germany, as well as - in the medium-term future -
other selected markets of Europe. The division’s income statement
uriderscores this remarkable turnaround. Operating revenues were
much higher, and the division’s cost-income ratio improved signifi-
cantly to0 45.6%. We also succeeded in substantially reducing the level
of risk provisions again. As a result, the Corporate Customers division
reyported a sharply higher operating profit. At €578 million, net income
before taxes was 7.8% up on the previous year's total, while a figure
for return on equity after taxes and before amortization of goodwill
of 13.0% accurately reflects the progress made by the division.




Clear sector focus

THE INTEGRATED CORPORATE FINANCE BANK

REORIENTATION OF THE CORPORATE CUSTOMERS DIVISION

The corporate finance business is presently characterized by competition-
induced performance pressure and the need to fulfill the return expecta-
tions of the capital markets. At the same time, customers are demanding
increasingly sophisticated advisory services, as traditional financing

tools come up against the limits of their usefulness. Among German mid-
sized companies, in particular, the demand for comprehensive, intelligent
financing solutions is on the rise. Corporate finance customers expect
advisory and deal-structuring competence as well as in-depth sector
knowledge and access to capital markets. Anticipating these structural
changes at an early stage of their development, HypoVereinsbank devised
the concept of the integrated corporate finance bank. This comprises a
forward-looking business model that stresses innovative solutions tailored
to the needs of the capital markets, implemented on the basis of estab-
lished, long-term customer relationships.

RESTRUCTURING SUCCESSFULLY COMPLETED

Above all, the extensive repositioning of our business involved making
fundamental changes in the division’s structural organization to improve
efficiency. Among other steps, we streamlined our sales organization —
without sacrificing full-range coverage — and differentiated our selling
strategies to accommodate different types of customer needs. We refo-
cused our attention on larger mid-sized companies and the high-growth
sectors of media, information technology and biotechnology. At the same
time, HypoVereinsbank considerably broadened the range of services it
provides to corporate customers by building up global product compe-
tence and capital markets expertise. Through a joint venture with the
International Markets division, we offer optimally structured capital mar-
ket products to our target clientele.

OPERATING PERFORMANCE

in millions of € 2000 1999
Operating revenues 1,848 1,597
Provisions for losses on loans and advances 359 416
General administrative expenses 842 864
Operating profit 647 317
Net income before taxes 578 536
Core capital allocation 3,259 3,195

Return on equity after taxes (%)

(excl. amortization of goodwill) 13.0 10.7
Cost-income ratio (%) 45.6 54.1
Employees 10,234 6,195
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Strong income growth

We have more than achieved our goals. Having optimized the number of
customer relatiorships we maintain, we can now focus on business rela-
tionships that offer high potential for our core products. Although we
increased staffing levels in promising areas of corporate finance by nearly
50%, the number of employees working in the Corporate Customers divi-
sion at the parent bank has been reduced by nearly 30%. We also substan-
tially reduced risk assets in the traditional lending business.

Taanks to strict cost discipline and a sustained lower level of risk provi-
sions, we were aple tc sukstantially improve the division’s return on
equity and cost-incomne ratio. The percentage of total operating revenues
contributed by fees and commissions is now 26.6%, while overall corpo-
rate finance revenue has doubled. Indeed, we significantly strengthened
our market position in all areas of corporate finance. We offer tailored
sclutions for every stage of a company lifecycle.

PRIVATE EQUITY: FROM THE GARAGE TO NASDAQ

Private equity has come to play a vitally important role in the industrial
restructuring process. HypoVereinsbank revamped its private equity
business in the vear under review, investing a total of €500 million in
various investment funds and cooperative ventures. Also in 2000, some
€135 million were commitied to three new investment funds, each one

of which provides classical venture capital to companies in innovative,
high-growth sectors in a specific phase, from start-up to IPO preparation.
This step affords us early-stage access to companies that will one day have
the potential to go public.

PRIVATE EQUITY LIFECYCLE
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Funds-of-funds
concept

NEW STRUCTURED FINANCE UNIT

SHARPER PROFILE AS M&A CONSULTANT

In line with our areas of globhal product competence, we invested a further
€360 million to finance changes of ownership involving management
buy-outs and leveraged buy-outs and for project financing on the basis of
a fund-of-funds concept. Private equity lends itself very well to combina-
tion with these classical financing methods. To further our ambitions of
becoming an integrated corporate finance bank, we intend to broaden
our private equity activities in 2001 by means of systematic investments,
including a media fund and a turnaround fund for troubled companies.
We intend to invest heavily in this area over the next two years. Private
equity activities, which produce an average return of 25%, represent a
strong value driver in the corporate finance business.

In the past business year, structured finance advisory services for mid-
sized companies served as an important link between our specialists in
the various areas of corporate finance and the local relationship man-
agers. In 2001, we will enrich our array of services by establishing a rat-
ing advisory capability. These skills are especially valuable for mid-sized
companies in the light of the revised Basle capital-adequacy rules.

Our M&A activities have been consolidated in HVB Consult, which posted
record earnings in 2000. We strengthened our position in the market

for larger mid-sized companies and public utilities through a number

of highly regarded transactions. With the acquisition of Rodenstock
Prazisionsoptik by Linos AG, we were instrumental in preparing one of the [
most successful 1POs of 2000. We want to position ourselves as the clear 5L
market leader in the targeted customer segment, thereby rounding out

HypoVereinsbank’s range of services in strategic management consulting

for mid-sized corporations.

SHARP RISE IN
OPERATING PROFIT

-
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Leading underwriter

T

;%El Successful

partnership with
Babcock & Brown

IPOs IN A DIFFICULT ENVIRONMENT

In 2000, the Equity Origination unit had to contend with significantly
worsening conditions in all market segments, especially in the second half
of the year. Altogether, we captured twelve lead mandates for Neuer Markt
IFOs, as well as numerous joint mandates and co-lead mandates in 2000.
We also participated in all the major new issues that took place last year
(sAP-S1, Infineon, Deutsche Post, EADS and T-Online). Consequently,
HypoVereinsbank is the third-strongest equity house in Germany, among
the top 20 in Europe, ancd one of the market leaders in the Neuer Markt.
Working together with :he capital-markets experts at the International
Markets division, we intend to build on our leading position as a bank for

. new issues in Germany.

ACQUISITION & LEVERAGED FINANCE:
TOP PLAYER IN EUROPE

In the area of acquisition and buy-out financing, we continued to extend
our strong market position as a finance arranger in Germany and Europe.
In the European rankings, we are among the top five banks in this sector
and one of the top underwriters in international business. We completed
around 60 new transactions with an initiated financing volume of €8.3
hillion in 2000. By the end of the year, our portfolio comprised approxi-
mately 130 national and international transactions, for most of which we
served as arranger or co-arranger. In the future, we plan to specifically
expand our European position.

PROJECT & ASSET-BASED FINANCING ON COURSE FOR GROWTH
The Project & Asset-based Financing unit again demonstrated its impor-
tance to the Corporate Customers division with yet another increase in
revenues. We established new specialist teams for airport and wind-farm
financing and took advantage of the business possibilities afforded by the
British private finance initiative. In global project finance, we acquired
95 mandates witk a total volume of €2.5 billion. In the area of aircraft
financing, we completed 28 new transactions for a total commitment of
$1.4 billion. Our lease and asset finance operations achieved a transaction
volume in excess of €3.5 billion in 2000. We successfully implemented
our strategic partrership with Babcock & Brown, far surpassing our own
expectations for our first year in business as a united team. In the current
vear, our global network will be significantly broadened by the integration
of Bank Austria’s project finance unit and through selective expansion
measures.




Foreign-trade
structuring
competence

” Our business model of the integrated
corporate finance bank gives us a clear
profile on the marketplace. We offer our
customers a capital market-based array
of products and services, which makes us
one of the most attractive banks for
successful mid-sized companies in both
Germany and the rest of Europe. We have
every confidence in our ability to enhance

profitability.”

Dieter Rampl

PROMISING OUTLOOK FOR INTERNATIONAL OPERATIONS

Besides project and asset-based finance, our international business
comprises the business units dedicated to foreign trade, Central and
Eastern Europe, multinationals and our activities in America and Asia.
The spectrum of foreign trade services we offer ranges from foreign
money transfer operations and traditional documentary credit services to
complex structured financing arrangements. We solidified our position

in Western Europe as the leading provider of foreign trade products and
were especially successful in the area of multi-sourcing. Structured foreign
trade financing packages insured by the ECA export credit agency and
requiring little capital commitment have traditionally been a major strength
of our business. As in the Americas and Asia, our business in this area
performed extremely well in 2000. In terms of revenues, our operations in
Central and Eastern Europe far exceeded their targets. Our activities in
this region are currently dominated by the integration of Bank Austria. In
this new addition to our corporate group, we see an ideal complement to
our foreign branch network, including Western Europe, America and Asia.

FOCUSED E-BUSINESS STRATEGY

With new products like the Multiweb, Internet-based money transfers
secured by electronic signatures and our BusinessGate Internet portal, we
will be in a position this year to offer our customers innovative solutions
for international business and foreign trade. HypoVereinsbank’s entire
e-business activities will be consolidated in the corporate finance portal in
2001. This move gives rise to an additional distribution channel for our
standardized products. In this regard, we will focus above all on cement-
ing customer loyalty, optimizing our processes and developing new ideas
for the B2B segment.
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Liquidity and
investment advica

Risk-adjusted pricing

DOMESTIC SALES FORCE BOOKS HIGHER REVENUES

The greatest challenges thrown up by the restructuring of the Corporate
Customers division were faced by domestic sales force. We were able to
increase revenues during the year under review despite having to imple-
ment far-reaching organizational changes. The systematic application of
our strategy also led to tangible results. Close cooperation between the
corporate custorner relationship managers and the local product special-
:sts ensures holistic support, especially for our mid-sized clientele. In this
respect, placing our liquidity and investment advisory capacities in a
separate unit proved highly successful. This move reflects the increasing
complexity of the financial issues involved in this innovative area of
advisory services. We are now in a position to offer our customer base of
mid-sized firms additional value added by managing financial risk using
derivative and structured financial products.

RISK MANAGEMENT GEARED TO THE NEEDS OF THE CAPITAL MARKETS

The sharp decline in our risk provisions was a key factor in boosting the
division’s return on ecuity This development, in turn, reflects the success-
ful repositioning of our risk management program, which is rooted in the
two main elements of active portfolio management and systematic sector
orientation. The main purpose of our portfolio management program is to
optimize our portfolio by identifying unprofitable exposures and initiating
secondary-market activities.

In this area we zls0 use contemporary methods based on value-at-risk
principles to manage our diverse loan portfolio, which is increasingly
weighted towards the target group segments that we have defined. In
employing this approach, we apply risk-adjusted pricing to.ensure the
necessary profitability of our exposures. These methods also enable us to
ailocate capital actively on the basis of profitability considerations. With
these moves, HypoVereinshank is by no means withdrawing from the
traditional lending business. We will continue to assume risk as one of
our basic services, but our willingness to do so will be dependent on the
income that can be generated as a result.

FURTHER REDUCTION
IN LOAN-LOSS PROVISIONS
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SECURITIZATION ACTIVITIES INTENSIFIED:

SUCCESSFUL COMPLETION OF THE KFW MANDATE
Intensifying our securitization activities in order to free up equity capital
and optimize profitability is an important element of our loan-portfolio
management strategy. To this end, we collaborate with the International
Markets division in a way that has proved highly successful. In the context
of an asset-backed securities project, for instance, the Kfw reconstruction
loan corporation mandated HypoVereinsbank to execute the securitization
and placement of a mid-sized company loan portfolio with a volume of
€1 billion. We successfully completed this transaction in December 2000.
This innovative structure, which enabled HypoVereinsbank to free up
€40 million of equity capital, amply demonstrated our debt-structuring
expertise, positioning us as a competent capital markets partner for
German mid-sized companies.

OUTLOOK: FORWARD-LOOKING BUSINESS MODEL
TO GENERATE MORE GROWTH
Reinforcement of Considering the rising importance of the capital markets for our target
market position customers, the continued expansion of our corporate finance activities
represents a crucial success factor. We also intend to expand our success-
ful activities involving our other core products and target groups. Sup-
ported by our close collaboration with the specialists of the International
Markets division, the combination of this new area of competence with
our traditional strengths in relationship management, lending and services
defines our profile as an integrated corporate finance bank. With our
customized solutions and intelligent products, we are clearly an attractive
bank for larger mid-sized companies. We achieved a clear positioning, at
an early stage, with respect to the dynamic changes affecting the financial
services sector. We intend to exploit the current bout of reorientation
initiated by our competitors in their corporate finance operations in order
to strengthen our market position through qualitative growth. We expect a
further improvement in the division’s return on equity in the current year.
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Real Estate Finance and
Real Estate Customers

HypoVereinsbank aims to significantly strengthen its real estate activ-
ities as part of the strategic Real Estate Lead Competence program.
To this end, it will concentrate its commercial real estate financing
activities in a new real estate bank by 2002, in an operation involving
two stages. The goal is to permanently increase return on equity to
13-15%, primarily by better tapping business potential and 4
optimizing the refinancing base. We intend to expand our expertise
in real estate investment banking and boost efficiency in production,
pracessing, and the use of capital. We are committed to expanding
our leading position in real estate financing in Europe. In 2000, the
Real Estate Finance and Real Estate Customers division contributed
€473 million to the Group’s net income before taxes. The return

on equity after taxes and before amortization of goodwill stood at
oniy 6.8%.




MARKET LEADER
IN THE EUROPEAN REAL ESTATE BUSINESS

MARKET TRANSFORMATION PROCESS

Real estate markets and consequently the real estate finance business
are undergoing a period of upheaval. The German government has
significantly reduced tax incentives for investing in real estate, meaning
that the returns on such investments have to stand more direct compari-
son with other asset types. New participants and foreign competitors

are flooding in as the markets take on an ever greater international flavor,
intensifying pressures on margins. With the sophistication of market
players rising, it is more important than ever to offer products and ser-
vices geared to the most stringent customer requirements, and to build
competence in the area of structured financing. The capital markets focus
primarily on the demand for a competitive, risk-adjusted return on allo-
cated equity.

Against this background, new business fell short of our expectations to
varying degrees. The market for commercial real estate in Germany had
some positive features, with increasing revenues and falling vacancy
rates, although the strong West-East bias remains. Residential property
markets struggled, however, as a few isolated markets thrived against

a general trend of stagnation and excess capacity, especially in the eastern
part of the country. In the market as a whole, new mortgages (including
municipal loans) slumped by 21%. With a decline of 22%, the development
at the HVB Group matched the overall trend.

OPERATING PERFORMANCE

in millions of € 2000 1999
Operating revenues 1,588 1,437
Provision for losses on loans and advances 561 219
General administrative expenses 574 . 558
Operating profit ’ 453 660
Net income before taxes 473 675
Core capital allocation 4,156 3,767

Return on equity after taxes (%)

(excl. amortization of goodwill) 6.8 10.0
Cost-income ratio (%) 36.1 38.8
Employees 4,047 4,543




2000 SEGMENT RESULT AFFECTED BY NEW ORIENTATION

Risk principles There were two major factors depressing the division’s earnings. Firstly,

2plied consistently the unhealthy overall situation on the German real estate market has led
to a decline in new commitments; secondly, the new orientation in terms
of risk management had & major impact on the course of business during
the year under review. We have systematically extended the stricter risk
principles recently initiated for our lending operations, deliberately turn-
ing down new business where quality was deemed inadequate. By start-
ing to take an overall portfolio view, we now build our portfolios on clearly
defined criteria in terms oZ optimizing risk and return. Against this back-
drop, we are not satisfied with the net income recorded by the division
given a return on equity after taxes and before amortization of goodwill of
6.8%. 2000 must, however, be seen as a year of transition in the wake of
the paradigm shift in real estate finance and the new internal orientation.
It was a year in which we did the fundamental groundwork necessary to
ensure greater profitability in the future.

PARADIGM SHIFT IN REAL ESTATE FINANCE
A clear paradigm shift is teking shape in real estate financing. The refi-
nancing of existing properties and the restructuring of property portfolios
‘are beginning to take on a greater role as compared with the traditional
business of new purchases: institutional investors, public entities, and
corporations are increasingly divesting their property holdings. This opens
up opportunities for ma:or portfolio transactions, where we are well
positioned to profit from our expertise in real estate investment banking.
At the same time. other sub-segments are gaining in importance, given
the rising level of modernization and renovation work together with the
projected increase in inherited property.

NEW REAL ESTATE BANK FGR ALL COMMERCIAL ACTIVITIES OF THE

HVB GRCUP
HypoVereinsbank is taking an active stance toward the transformation
process sweeping the market. As part of the internal expansion of the
Bank of the Regicns in Europe, the HVB Group has announced a compre-
hensive reorganization of its core competence in real estate financing.
All commercial real estate activities of our subsidiaries in Germany and
abroad and the parent bank are to be pooled in a new real estate bank
offering both retail and mortgage banking services. With this reorientation,
the HVB Group will be in a position to offer customers an array of skills,
products and services designed to meet international standards and more
efficiently capitalize on the resources committed to real estate financing.

Greater efficiency in We aim to boost our profile in the market for commercial real estate

retail business financing and the quality of our service by implementing a high degree of
decentralization, flat hierarchies and short decision-making paths. At the
same time, working in conjunction with the Private Customers and Pro-
fessional division, we will continue to expand our presence in the retail
sector by reinforcing our marketing capability on the basis of attractive
pricing and more efficient cost structures. Our focus will be on optimized
handling processes built or a powerful IT platform.




Sales focus

Financial engineering

AMBITIOUS INTEGRATION TIMETABLE AND SUBSTANTIAL SYNERGIES

Subject to official approval, the new real estate bank will open its doors
for business by the end of 2002 after all the steps required under company
law have been completed. In the first stage, Niirnberger Hypothekenbank
AG and Siidddeutsche Bodencreditbank AG will be absorbed into Bayerische
Handelsbank AG during the current business year to ensure clear manage-
ment responsibility for commercial real estate finance across the corporate
group. The second step will see the new entity absorb the entire domestic
and foreign commercial real estate financing operations currently pooled
at the parent bank, together with the related treasury functions.

We hope to realize cost synergies of €160 million per year as of 2004 in
the course of the merger process. We expect to achieve substantial cost
reductions by slimming down the central functions and concentrating sales
activities in five regional centers in major German conurbations. We are
aiming for a cost-income ratio of less than 35%.

POOLED COMPETENCE IN REAL ESTATE INVESTMENT BANKING

In addition to the traditional financing business, we will be placing our
main emphasis on real estate investment banking, focused principally on
structured financing and real estate asset management. In this way our
customers will gain access to the many-faceted opportunities of modern
capital markets, giving them clear added value beyond that of traditional
financing. The new real estate bank will concentrate its customer relation-
ship management on the segment of medium and large customers and will
consistently apply profit and risk considerations to its financing decisions.

In response to changing market conditions in Germany, we will signifi-
cantly reduce domestic risk assets over the coming three years and simul-
taneously expand our foreign operations. We will take a more aggressive
approach to financial engineering, specifically securitization solutions and
credit syndication, in the future. The pooling of activities will also bring
about a noticeable improvement in the refinancing base of the new unit.

SUCCESSFUL EXPANSION OF STRUCTURED FINANCE

Real estate investment banking is more than just a key element in
HypoVereinsbank’s strategic efforts to optimize the use of capital, expand
our commission-based business, and diversify risks in the context of active
portfolio management. We are also significantly expanding our range of
products and services to apply our transaction structuring competence to
the entire value creation chain in real estate finance.




“By concentrating our presence in commer-
cial real estate finance, we are actively
shaping the future of our real estate
activities in an evolving market environ-
ment. The goal is to significantly boost
our risk-adjusted return on equity from
real estaie operations by managing our
portfolios dynamically.” : Dr. Egbert Eisele

Our activities in this area progressed at a highly satisfactory rate as a
result of consolidating our expertise in the Real Estate Structured Finance
uait to provide otr customers with a strong pool of relevant competence.
In 2000, we structured Wiirttemberger Hypothekenbank’s first synthetic
rcortgage-backes securitization offering, with a total volume of around
Strong pool of €500 million, and acted as financial advisor to Westfalische Hypotheken-
competence bank in a portfolio transaction worth over €700 million. In credit syndica-
tion, we placed a total volume of €1.7 billion in 21 transactions. In real
estate mergers and acquisitions, we arranged the sale of a commercial
and residential property portfolio valued at over €100 million for an insti-
tutional customer. In real estate project finance, we provided advisory
services for a project with a total volume of €300 million.

MARKET LEADER IN REAL ESTATE ASSET MANAGEMENT
— HypoVereinsbank is among the three leading institutions in Germany for
@ real estate asset management. During the year under review, we increased
” the volume of assets under management for institutional customers
threefold, to reach €1.8 billion. The six subsidiaries set up since launching
our activities in real estate asset management in 1995 hold investments in
four countries and have acquired 55 properties. Annual returns of our
companies range from 6.5% to 30%, making them an attractive alternative
to other asset types.

Foreign operations Our central European fund is the only German product of its kind offering

expanded institutional investors the opportunity to acquire property in these inter-
esting growth regions. We started operations in southern Europe during
the year with the launch of a new fund product focusing on Spain and
France. Together with our :ii-GmbH subsidiary we have launched two
special real estate funds which have €800 million at their disposal for
investments in European locations outside of Germany. In addition, we are
currently developing a fund for HypoVereinsbank’s foreign institutional
customers seeking to invest in Germany. All in all, we anticipate double-
digit growth rates to continue in real estate asset management over the
coming years.




“We are bundling our resources in the
new real estate bank in order to offer our
customers the full range of relevant
financial services. The move will boost
the profile of the HVB Group on the

international real estate marketplace.”
Dr. Claus Nolting -

NEW EXPERT SYSTEM FOR REAL ESTATE APPRAISAL AND CONSULTING

SERVICES
Our Real Estate Appraisal and Consulting unit has developed an expert
system to further boost our ability to evaluate the value potential and
future prospects of real estate markets in Germany and Europe. ExpertiX
combines databases containing real estate properties, regional markets
and overall economic data to produce a complex market prognosis model.
This system supports our experts and analysts across Europe in their
market analyses and prognoses as well as in their assessments of proper-
ties and portfolios. Our HVB Expertise GmbH offers comprehensive advi-
sory services, particularly for institutional investors and companies.

FOREIGN ACTIVITIES EXPANDED
The success of our non-German operations during the year significantly
exceeded our expectations. We further diversified our portfolio in inter-
national real estate financing and significantly increased our market
share in our target markets. We thus reaffirmed our commitment to be
the leading international real estate bank focused on Europe and other
selected markets. The share of international financing activities in the
division’s total portfolio was 13% at year-end, after 10% in 1999. Con-
sidering our target return, these figures show that today our international
activities have already become an important value driver in the commer-
cial real estate finance business.

REAL ESTATE:
FOREIGN PORTFOLIO

in %

France 5

Rest of Europe 13
Netherlands 26
Britain 28 \

United States 28 \




On course for grawth In our role as a partrer for the upper segment of international real estate

customers, our goal this year is to expand our already strong presence
- in the British and American markets and gain market share in Spain and

the Netherlands. We will continue to enter other Western European real
estate markets such as France, Italy, Scandinavia and Switzerland with a
view to recording strong growth. We are also pushing ahead with our
expansion withir. the growth markets of Central and Eastern Europe:
tHungary, Poland, the Czech Republic, and Slovakia. '

OUTLOOK: LEADING REAL ESTATE BANK IN EUROPE
By bundling its professional real estate activities in an integrated unit, the
HVB Group is applying a consistent and innovative business model to shape
the process of change. The efficient combination of relationship-based
and transaction-based banking gives our customers access to the entire
scope of the capital markets, thus offering a clear value-added proposition
as compared with eonventional financing. In this way the HvVB Group has
reaffirmed its claim to the status of European market leader. Intensified
securitization activities will optimize our use of equity capital and risk
diversification end will significantly boost the return on equity in the real
estate business.

Smart financing Our problem-solving competence is focused primarily on real estate asset

solutions management and tailor-made solutions for high-end, commercial real
estate customers demanding structured financing solutions. In this con-
text, foreign real estate activities represent an essential element in our
portfolio of products and services. Our international activities are built on
an ability to design complex financing structures on the basis of country-
specific risk management, enhanced by the innovative real estate invest-
ment products available to our customers. Consequently, we see potential
for qualitative growth in all of our core markets. By exploiting the possibil-
ities of active portfolio management to the full, we aim to continually
increase our contribution to profits.

THE NEW REAL ESTATE BANK
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Real Estate Workout

At the end of 1999, we transferred all the inherited troubled loans
that are not part of the strategically supported real estate finance
activities of the HVB Group to a separate corporate division, known as
Real Estate Workout. During the year under review, our marketing
efforts were highly successful, serving to slash the remaining port-
folio by some €1.7 billion. Our valuations have proven completely
accurate in a difficult market environment, meaning that there is no
need to set aside additional provisions.




SIGNIFICANT SUCCESS
IN MARKETING OLD LOANS

ACTIVE FORTFOLIC MANAGEMENT

Our efforts to enhance corporate profitability center on the active man-
agement of the workout portfolio. The strategic business mission of the
Real Estate Workout division is to assure the rapid salability and optimal
marke:ing of its antire portfolio within a period of five years. All activities
are accompanied by targeied risk management; our seven workout
specialists have broad experience in the workout of risk.

Considerable We deploy a wide range of tools to shrink the portfolio, with the main

marketing success focus on the sale of the properties involved. We also endeavor to find ten-
ants for vacant space. In addition, we take the initiative in completing
unfinished real estate projects with the aim of selling them. We achieved
considerable marketing success during the year under review. In the area
of developer financing we sold more than 900 properties with a total
value of around €500 million. Among the joint ventures we had sales val-
ued at some €400 million on 29 properties. Furthermore, tenants were
found for a total of 77,G00 square meters in this segment.

‘OPERATING PEREQRMANGE

in millions of € 2000 1999
QOperating revenues 7 95
Provisions for losses on loans and acvances (33) 1,581
Administrative expense 53 41
Operating profit (13) (1,527)
Net income before taxes (102) (1,721)
Core capitel allocation 233 ‘ 314
Employees 416 354




Adequate risk
provisions

Starting from a volume of €9.6 billion at the time the division was set up,
we were able to reduce the workout portfolio by €1.7 billion last year, with
a correspondingly strong boost to the balance sheet and liquidity. At the
end of December 2000, the portfolio included
—joint venture projects with a volume of €2.0 billion (1999: €2.7 billion),
~developer loans, with a volume of €5.3 billion (1999: €6.1 billion), and
—exposures resulting from brokerage deals referred by external agents,
with a volume of approximately €0.6 billion (1999: €0.8 billion).

VALUATIONS FULLY CONFIRMED
With the aim of showing a valuation of the workout properties in line
with market prices, we created a final provision for the portfolio in 1999,
concurrently eliminating the burden on earnings in the coming years.
We arrived at a provision rate of about 40% for the entire portfolio. As the
portfolio has been reduced, these valuations have been fully confirmed,
such that the portfolio continues to be protected from further losses.

We created no additional risk provisions for the workout portfolio during
the year under review, an important factor in the sharp reduction in the
provision rate for the HVB Group. It is now apparent that, by separating
out troubled loans and establishing additional risk provisions back in
1999, we were able to anticipate the continued pressure on loan perform-
ance in the year under review. As such, HypoVereinsbank had foreseen
and sufficiently provided for numerous major bankruptcies of German
construction and real estate companies during the previous year. As to the
legal proceedings pending against the Bank in connection with brokered
building loans, the situation remains stable; the rulings handed down so
far have almost without exception been in the Bank’s favor.

CLEARLY DEFINED TIMETABLE

Based on the experience gathered during the first year of active workout
management, we are confident in our ability to meet the deadline of com-
pletely eliminating the portfolio within five years. Significant progress has
already been made. We assume that the reduction exercise will remain
on schedule. By transferring workouts to a separate division under inde-
pendent management with a clear business mandate, HypoVereinsbank
has demonstrated its willingness to openly address structural problems
and implement targeted solutions on behalf of its shareholders. We will
continue to provide transparent documentation regarding the ongoing
reduction of the portfolio within the framework of the detailed segment-
based reporting of the HVB Group.




International Markets

The International Markets division is the HVB Group’s portal to the
global financial markets. Providing competitive, efficient access to
all the world’s capital markets, whether in Europe, the Americas or
Asia, this division plays a crucial role in the implementation of our
strategy as the Bank of the Regions in Europe. Through institutional-
ized cocperation with the other divisions of HypoVereinsbank and
by providing professional-quality services in matters relating to

tha capital markets, we have built a bridge between personalized
relationship management in the Bank of the Regions and the specific
interests of professional investors and intermediaries. More than
ever, International Markets represents the vital link in the transfor-
mation from the lending practices of the past to the future world

of capital markets and securitization. We term this an integrated
capital markets approach: a strategy with regional strengths, world-
class products, top-drawer financial structuring expertise and a
global clientele. The merger with Bank Austria will allow us to build
on our position of market leadership in Central and Eastern Europe.
With net income before taxes of €585 million, the International
Markets division again surpassed its strong previous-year segment
results, while improving its return on equity after taxes and before
amortization of goodwill to 23.6%.




PORTAL TO THE CAPITAL MARKETS
FOR THE HVB GROUP:
INTEGRATION ALONG THE VALUE CHAIN

INTERNATIONAL CAPITAL-MARKET INTERFACE
As product developer and sales platform for capital market products and
services, the International Markets division is HypoVereinsbank’s link to
the international capital markets. Under our integrated capital markets
bank strategy, we put our expertise to work for all the bank’s customers.
The competitive advantage for the HVB Group as a focused full-service
bank, compared with an isolated transactional approach, lies in the well-
established, long-term client relationships that are maintained in the
respective corporate divisions. These relationships have been institution-
alized in the form of joint ventures between International Markets and
HypoVereinsbank’s other customer-oriented divisions. As a result, we are
able to offer the personalized relationship management provided by the
corporate divisions to assist customers in their daily financial decisions,
coupled with access to the latest, customized products in the International
Markets division, our portal to the global capital markets.

International Markets bears responsibility for institutional investors and
banks as a customer group. The consolidation of customer activities over a
wide range of product categories is conducive to a focused sales mentality.
The implementation of an overarching key account concept for our three
distribution channels of ’

- equity sales for all equity products,

—-market sales for all currency and interest rate products, and

-sales and relationship for all non-capital markets products
has served to sharpen the market orientation of our sales program. Our
declared goal is to enhance the HVB Group’s ability to place securities with
institutional investors.

OPERATING PERFORMANCE

in millions of € 2000 1999
Operating revenites 1,183 1,074
Provision for losses on loans and advances 1 4
General administrative expenses 537 460
Operating profit 645 610
Net income before taxes 585 479
Core capital allocation 1,846 1,485

Return on equity after taxes (%)

(excl. amortization of goodwill) 23.6 20.4
Cost-income ratio (%) 45.4 42.8
Employees 2,261 1,223




CCNTINUATION OF THE EQUITIES SUCCESS STORY

Focus on three [n the equities business, we have consolidated our sales, sales trading,
meln target areas syndication and research activities in the Institutional Client Group. As a

result, we have successfully focused their combined attention on three tar-

get areas. aiming to make us one of the top banks for:

- German equities in the DAX index and 50 Mid-Caps,
-the European sectors of transportation and logistics; automotive and
chemical companies; finanacial services providers, and
~the sectors of media, IT and biotech on the Neuer Markt.

It is our firm conviction that, in response to the market’s ever-growing
demands, we can only achieve the goal of strong placement capability
through excellent, consistent relationship management, outstanding
research and the use of comparative advantages in regional markets. In
effect, the Institutional Client Group links HypoVereinsbank’s special
access to mid-sized corporate customers, who are increasingly turning to
the capital markets to meet their funding needs, with our capital markets
expertise.

The Bank has made an important contribution to the establishment of the
Neuer Markt by underwriting numerous stock issues. We are currently an
active market-maker for 63 equities, acting as designated sponsor. Having
‘handled 27 1POs last vear, we maintained our status as one of the leading
banks in this sector.

CORPORATE BONDS: A MARKET WITH A STRONG FUTURE

=1 Useofcorporate Waorking in conjunction with the Corporate Customers division, we hope
1 . . .
POl ips to repeat the growth experienced in the Neuer Markt in the European

corporate bond market by exploiting the Bank’s extensive customer and
credit relationships. Despite periodically strained credit markets and
widening spreads, this segment continued to perform strongly in 2000,
with a European-wide new issue volume of €132 billion. In our view, the
closer correlation of market-driven yield levels with issuers’ credit quality
delivers convincing evidence of the greater professionalism and accep-

HypoVereinsbank was the first institution to structure and successfully
place a convertible bond issue of a corporation listed on the Neuer Markt,
as we were the sole lead manager for the €75 million convertible bond
issue of Augusta Technologie Holding.

Corporate borrowers are increasingly interested in tapping the interna-
tional capital markets for their funding needs. The corporate bond issues
of Escada, Swissair and BMw, for which we served as lead manager, are
indicative of our expertise in this segment.




MARKET LEADERSHIP EXTENDED IN INDEX CERTIFICATES

AND STRUCTURED RETAIL PRODUCTS
HypoVereinsbank continued to lead the development of index certificates
in Germany by focusing consistently on the needs of the customer. With an
issue volume of more than €5 billion over the last three years, we garnered
a trading volume-based market share of around 50%, making us the Euro-
pean market leader in this segment.

We also succeeded in furthering our lead in the area of structured retail
products in 2000. The inception of the HVB Global Large Tech Fund, with
a placement volume in excess of €800 million, and the Global Large Tech
Certificate, with sales of €280 million, lifted our market share to more
than 50%, allowing us to claim the rank of European market leader in this
segment as well.

EXCLUSIVE DEUTSCHE BORSE LICENSEE
FOR EXCHANGE-TRADED FUNDS

New ETFs generate On April 11, 2000, Deutsche Borse AG established a new market segment,
e yme ™ XTF, reserved exclusively for exchange-traded funds (ETFs). These index

funds, which track the underlying index on a 1:1 basis, are continuously
quoted as securities. Our prominent position in the European market for
index products, coupled with the strategic concept we submitted, were the
main reasons behind the awarding of license rights to the most important
Deutsche Bérse equity indexes. Consequently, we are the exclusive dealer
of exchange-traded index funds on these indexes. And we are one of only
five licensees for the indexes of the STOXXSM Group.

In founding INDEXCHANGE Investment AG, a joint venture with the Asset
Management division, we established the prerequisites for a new market
segment, just as we did years ago in the interest rate markets by setting
the standards for jumbo Pfandbriefe. This new venture attests to our inno-
vation capability, our strong position in the market for investment funds
and our ambition to be the European market leader in the segment of ex-
change-traded funds. The first index fund on the DAX has been listed since
January 3, 2001, joining index funds on the EUROSTOXX 50EX and the
STOXX 50EX-ETF. In the first month of trading, the daily traded volume of
these three securities has exceeded €100 million.

ALTERNATIVE INVESTMENTS: ,

ABSOLUTE PERFORMANCE GOALS INSTEAD OF BENCHMARK ORIENTATION
As part of its capital market activities, HypoVereinsbank is upgrading its
Alternative Investments unit to a strategic business sector. This move is
designed to accommodate the changing needs of institutional investors in
Europe who are showing increasing interest for total return products.
These products are investments aimed at achieving absolute performance
targets instead of the traditional benchmark orientation.




" International Markets is our portal to the
world’s capital markets. As an integrated
capital market bank, we are concentrating
on regional strengths, world-class prod-
ucts and top-drawer financial structuring
expertis:.‘.” Dr. Nerbert Juchem

In the field of single-manager products, we established the LION Global
Opportunity Fund. This long-short equity fund aimed primarily at German
and European institutional investors is the first product of its kind in Ger-
many. It relies on our proprietary trading methods, to which our cus-
tomexs now have access for the first time. In terms of multi-manager
aroducts based on a fund-of-funds concept, we are making good use of the
extensive experience of our Schoeller Capital Management subsidiary, the
designated cenzer of competence for this business. In 2000, within a very
short period we generated sales of €400 million from our HVB Value Pro-
tection I fund-of-funds product alone.

NUMBER ONE IN EUREX CTLEARING
The year 2000 witnessed a continually high flow of orders in all types
of securities. With a markst share of approximately 13% of the total vol-
ume, we are the leading clearer of Eurex-traded contracts, underscoring
cur dominant poesition in the field of electronic trading.

STRENGTH IN EURD ISSUES MAINTAINED

_—
_7—éﬂ European Municigal As lead-manager of euro issues, we successfully retained our status as one
T Bondofthevear of the world’s 15 biggest issuers. In 2000, we placed 95 issues for a total
volume of €13.7 billion. We documented our special expertise in municipal
bonds by acting as joint-lead manager for the state of Hesse’s €1 billion
benchmark bond. This successful issue received the IFR award for the
European Municipal Bond of the Year. ’

CONTINUED TREND TOWARDS HIGH-VOLUME PFANDBRIEF ISSUES
The Pfandbrief mortgags bond is and will continue to be our most impor-
tant funding instrument, although our issue activities have stagnated some-
what as a result cof declining levels of new mortgage business. The total
outstanding volume of jumbo Pfandbriefe issued by the HVB Group cur-
rently comes to around €60 billion, making us the biggest issuer of these
high-volume mortgage bonds. Jumbo Pfandbriefe have attained the status
of a berichmark in the European capital market. In line with the trend
towards high-volume issues, we will again issue global mortgage bonds in
2001. All of HypoVereinsbank’s public-sector Pfandbriefe carry the highest
rating of AAA.




Global management
responsibility concen-
trated in New York

INTEGRATED BALANCE SHEET MANAGEMENT
Anticipating the progressive widening of credit market spreads during the
course of 2000, we actively expanded our funding activities beginning in
the first half of last year. This strategy, coupled with the broad diversifica-
tion of our product range, enabled us to achieve a cost structure that is
considerably healthier than its counterpart in liquid, high-volume bond
issues.

The newly established Market Communication Network unit represents a
contemporary platform for coordinating our internal group cash flows.
We optimize our external funding needs while reducing risk assets by
pooling short-term and medium-term monetary flows.

FOCUSED EXPANSION OF SECURITIZATION ACTIVITIES CONTINUED
A strategic priority of the International Markets division is to expand our
securitization activities. Securitizing portions of our loan portfolio enables
us to manage these branches actively and effectively by transferring risk,
thereby optimizing our capital allocation. Our customers also benefit from
our expertise in this area: in addition to our own securitization activities,
we have structured numerous transactions specifically to meet the individ-
ual needs of our customers. Among other things, the Kfw reconstruction
loan corporation awarded us, together with the Corporate Customers
division, a mandate to securitize and place a mid-sized corporate loan
portfolio with a volume of €1 billion. The successful completion of this
asset-backed securities transaction in December 2000 established our
name in the market as a competent partner for securitizing the loans of
mid-sized corporations. Through our “Maximilian” conduit, moreover,
which has a volume of $400 million, we extended the bank’s securitization
activities to Asia. Altogether, the conduits sponsored by us have issued
more than $15 billion in commercial paper to date.

In recognition of the expertise and outstanding performance of our New
York staff over the past few years, we decided to concentrate global
management responsibility for building up the securitization and credit
engineering business in the New York office. This enables us to apply the
experience acquired in the efficient American capital market to our
business in Asia and Europe as well. Our strongly performing European
activities are slated for further expansion. Through the transfer of know-
how and the sharing of resources, they are being interlaced with our
overseas activities to form a single, highly effective whole.




Position
strengthened in
Central and
Eastern Europe

QUTLOOK: SUCCESS IN INTEGRATED CAPITAL MARKETS
BUSINESS SET TO CONTINUE

The task of integrating the capital market activities of Bank Austria will be
complated by mid-2001. I1s in-depth knowledge of business in the coun-
tries of Central and Eastern Europe will strengthen our position substan-
tially in this important high-growth market.

The securities business has become one of the biggest revenue generators
in the Private Customers and Professionals division. In the complex envi-
ronment of exchange trading hours, prices, platforms and practices, our
customers demand rapid and low-cost order execution. To accommodate
these demands, we have established a joint venture with the Private
Customers and Professionals division, known as HVB Best Execution/Best
Price, in which all retaii stock orders from inside and outside the Bank will
be consolidated under a single integrated platform. This will enable us to
guarantee best-price execution for market orders for all major securities

~ starting in 2002. In addition to German equities, the offering will include

significant numbers of European and American blue chips and growth
stocks. ‘

Allin all, we expect tha: [nternational Markets will once again produce
strong results in 2001.




Asset Management

The Asset Management division continued to make significant
progress in 2000. The relaunch in the retail funds sector with the
Activest brand was extremely successful, and our market share

rose sharply. As a consequence of the decision to reorient our invest-
ment fund business by introducing an open sales architecture, we
sold our interest in British asset manager Foreign & Colonial effective
at the end of the first quarter of 2001. Total assets under management
amounted to €135 billion. The Asset Management division contributed
€68 million to the Group’s net income before taxes.
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innovative new f.nds

ABILITY TO INNOVATE DEMONSTRATED

ACTIVEST - HYPCVEREINSBANK'S INVESTMENT FUND COMPANY

HypoVereinsbenk launched Activest as its new investment brand in No-
vember 1999. Following a successful marketing campaign, Activest has
developed into an estaolished asset manager in terms of brand recogni-
t-on. We were also able to steadily expand our share of the fast-growing
investment market to more than 5.3%. In particular, Activest displayed its
ability to innovate by launching theme funds: the first sector/trend funds
‘or globalization, ecology, telecommunications, and bio-pharmaceuticals.

The most successful products in their respective categories include the
trend fund Activest Lux TrendWorld, established in December 1999, and
other popular alternatives such as Activest BioPharma and Activest Lux
TeleGlobal, the commodities fund Activest GeoTech and the environmental
technology fund Activest Lux Eco Tech. The funds launched in 2000,
including Activest Lux TechnoControl 06/2005 (a high-tech fund with a
risk cushion), Activest Lux NewMarkets (high-growth, new market stocks
in North America, Europe and Asia), Activest TopEuro (focusing on -
European blue chips), and Activest LogistikWorld attest to the innovation
capability of this investment fund manager.

In all, we sold shares in retail funds totaling in excess of €17 billion last
year. €12.2 billion of this total can be attributed to Activest and €5.2 bil-
lion to Nordinvest, the asset-management subsidiary of Hamburg-based
Vereins- und Westbank. With assets under management of €19.7 billion,
Activest is well ahead of its own targets. Nordinvest also succeeded in
expanding, the total assets under its management, to €7.5 billion.

"OPERATING PERFORMANCE!

in millions of € 2000 1999

Operating revenues 340 246

Provisions for losses on loans and advances — —

Adrministrative expense 248 195
Operating profit 92 51
Net income before taxes 68 299
Cora capital allocation 5 12

Return on aquity after taxes (%)
(exel. amertization of goodwill) — —
Cost-incorne ratio (%) 72.9 79.3

Employees 1,146 791




Broad range of
offerings

MARKET LEADER IN INDEX FUNDS

From the start of 2000, moreover, Activest has been the German market
leader for index-linked funds. The product portfolio features a wide range
of traditional stock, bond and money market funds, as well as specialized
investment funds with risk buffers, mixed funds and index-linked funds.

PRIVATE RETIREMENT PLANNING - SWITCH
Activest offers an intelligent, flexible-maturity investment product for
private retirement planning in the form of Activest SWITCH. The basic
principle behind this offering is to harness the dynamic potential of equity
funds in the early savings phase, and then to gradually convert the earnings
and accumulated capital into fixed-income securities. With Activest SWITCH,
customers initially invest in equity funds under a flexible contribution plan.
Later, in the conversion phases, both earnings and accumulated capital
are gradually shifted into investment funds with a growing proportion of
fixed-income securities. At the end of the plan term, accumulated savings
can be taken as a lump sum or a payout plan can be arranged. Around
5,800 SWITCH contracts had been signed by December 2000.

STRONG POSITION IN THE INSTITUTIONAL BUSINESS
Following the merger of allfonds Investment and Bayerische Kapital-
anlagegesellschaft (BKG), the allfonds-BKG Group, which is the organization
responsible for our institutional business, has been able to successfully
position itself in the market. Its scope encompasses allfonds-BKG manage-
ment, allfonds-BKG investment, Pension Consult and risklab germany. As
a headquarters unit, allfonds-BKG management specializes in portfolio
management and sales of asset management products. It focuses mainly
on the European equity and bond markets, in addition to other specialty
areas such as short-term liquidity management and technology stocks.

VOLUME OF
ASSETS UNDER MANAGEMENT GROUP BREAKDOWN
| |
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"Asset management remains a genuine
area of growth for the entire financial
services industry. Changes in pension
systems coupled with the burgecning
share-owning culture are set to cause
sales of retail funds to take off. We have
focused our activities on these fast-
growing fields, and look forward to
reaping the rewards in terms of rising
earnings.” Dr. Stephan Schiller

allfoncs-BKG investment acts as an investment company responsible for
creating and managing specialized funds. It also performs administration
and reporting duties for discretionary management mandates. Pension
Consult serves as HypoVereinsbank’s pensions expert, offering a full range
of services related to employee pension plans. Our consultants advise
clients individually on issuas relating to the creation of a new pension plan
for their employees, with due consideration paid to the company’s specific

~goals and o the latest developments in tax and labor law. risklab germany
provides top-level research and consulting services in the areas of risk

'~ management and financial engineering. allfonds-BKG established 19 new
special furds in 2000. By the end of fiscal 2000, it managed assets total-
ing €30.1 hillion.

HOLDING IN FOREIGN & COLONIAL SOLD

Focus on sales With effect from :he first quarter 2001, HypoVereinsbank sold its 90%
interest in the British asset manager Foreign & Colonial, which has assets
under management of €27.2 billion, to the EUREKO insurance group. The
transaction was a further logical consequence of the decision to reorient
our asset management ac:ivities. In September 2000, HypoVereinsbank
introduced an open architecture entailing the active marketing of third-
party funds (see the section on Private Customers and Professionals). With
this step, the production of HVB Group funds has been entrusted to our
fund companies Activest and Nordinvest. As such, the capital-binding
investment in Foreign & Colonial was no longer necessary in the context
of the new strategy.
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OUTLOOK: ACTIVEST REINFORCED

During the course of 2001, all of HypoVereinsbank’s asset management
activities will run under the Activest brand.
This umbrella strategy promises compelling advantages, including:

- cost savings,

—positive image transfer,

—achievement of a common corporate identity, and

-complete utilization of communication synergies.

A new sales strategy based on the respective core competencies of each
unit — production, marketing, operations — will be implemented across all
the companies. In this way, we intend to introduce the following functional
structure:

- Activest Investmentgesellschaft, Activest Investmentgesellschaft
Luxembourg and Activest Institutional Investmentgesellschaft are respon-
sible for production, or fund management. Whereas Activest
Investmentgesellschaft and Activest Investmentgesellschaft Luxembourg
will oversee retail fonds, Activest Institutional Investmentgesellschaft will
manage special funds for institutionals.

- Activest GmbH Marketing und Vertrieb will be responsible for the distrib-
ution network, concentrating mainly on retail funds.

-Pension Consult will continue to offer advisory services and asset-man-
agement products for organizational institutions.

FondsServiceBank The new FondsServiceBank se tup by Activest and MEAG as a joint venture
e opened its doors for business on January 1, 2001. Its operations center on

the administration of investment accounts. As the selection of investment
funds offered by different providers continues to grow, it will be important
for both financial intermediaries and private individuals to maintain their
various holdings in a single custody account. This is precisely what the
new fund bank will make possible for Activest and MEAG customers. The
plan is to increase the current number of investment accounts from some
200,000 to more than 800,000 over the next three years.

EXPANSION OF EXTERNAL
SALES CHANNELS

B T
HVB ASM Holding

[ {
Bank of the Activest
Regions First independent
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MAJOR CCMPANIES
OF THE HVB GROUP

COMMERCIAL BANKS

Managed as
banks of the
regions

Bayerische Hype- und Vereinsbank AG,
Munich
Equity capital: EUR18,058,8C7,000

Bank Austria A, Vienna
Equity capital: EUR7,826,255,000
Interest held: <100.0%

Vereins- und Westhank AG, Hamburg
Equiiy capital: FUR837,735,000
Interest held: 75.0%

Private Customers
and Professionais,
and Corporate
Customers

HypoVereinsbank Luxembourg . A,
Luxembaourg

Equiiy capital: EUR922,140,000
Interest held:  100.0%

Bank Przemyslowo-Handlowy 3. A., Cracow
Equity capital: 'FLN2,421,231,000
Interest held:  86.1%

Credizanstalt AG, Vienna
Equiiy capital: FUR2.438,582,000
Interest held: 100.0%

Powszechny Bank Kredytowy S. A.,
Warsaw

Equity canital: FLN2,384,803,000
Interest held:  56.6%

Private Customers

and
Professionals

* Subgroup figures

Direki Anlage Bank AG, Munich
Equiiy capital: EUR430,248,004)
Interest held: 62.1%

norishank AG, Nuremberg
Equiiy capital: FUR137,398,000
Interest held: 100.0%

Bank von Ernst & Cie. AG, Berne
Equizy capital: CHF190,024,000
Interest held: 100.0%

Banklaus Gebriider Bethmann
Frankfurt/Main

Equity capital: EUR38,603,000
Interest held: 100.0%

Bankhaus Maffei & Co. KGaA, Munich
Equity capital: EUR18,630,000
Interest held: 100.0%

Banco Inversién: S.A., Madrid
Equity capital: EUR3Y,447,000
Interest held:  100.0%

SKWE Schoellerbank Aktiengesellschafi,
Vienna

Equity capital: FUR143,407,000
Interest held:  100.0%

Bankprivat AG, vienna
Equity capital: £UR11,848,000
Interest held: 100.0%

i

MORTGAGE BANKS/
REAL ESTATE FINANCE

Real Estate
Finance and
Real Estate
Customers

Bayerische Handelsbank AG, Munich
Equity capital: EUR458,813,000
Interest held: 76.6%

Nirnberger Hypothekenbank AG, Nuremberg
Equity capital: EUR437,496,000

Interest held: 85.8%
Stiddeutsche Bodencreditbank AG,
Munich

Equity capital: EUR449,837,000
Interest held: . 55.2%
Westfdlische Hypothekenbank AG,
Dortmund

Equity capital: EUR386,788,000
Interest held: -75.0%

Wiirttembergische Hypothekenbank AG,

Stuttgart
Equity capital: EUR349,940,000
Interest held: 75.9%

FGH Bank N.v., Utrecht
Equity capital: EUR308,810,000*
Interest held: 99.9%

Pfandbrief Bank International S. A.,

Luxembourg
Equity capital: EUR60,000,000
Interest held: 100.0%

HVB Real Estate Capital Ltd., London
Equity capital: GBP10,698,000*
Interest held: 100.0%

Private Customers
and
Professionals

Vereinshank Victoria Bauspar
Aktiengesellschaft, Munich
Equity capital: EUR62,418,000
Interest held: 70.0%




CAPITAL INVESTMENT COMPANIES

Asset Activest Investmentgesellschaft mbH,

Management

Unterfohring
Equity capital: EUR5,113,000
Interest held: 100.0%

Activest Investmentgesellschaft
Luxembourg S. A., Luxembourg
Equity capital: EUR22,972,000
Interest held: 100.0%

allfonds Bayerische Kapitalanlage-
geselischaft mbH, Munich

Equity capital: EUR8,962,000
Interest held: 100.0%

allfonds BKG Asset Management GmbH,
Munich

Equity capital: EUR660,000

Interest held: 100.0%

Nordinvest Norddeutsche Investment-
gesellschaft mbH, Hamburg

Equity capital: EUR15,676,000
Interest held: 100.0%

Capitalinvest GmbH, Vienna
Equity capital: EUR4,417,000
Interest held: 100.0%

Asset Management AG, Vienna
Equity capital: EUR7,490,000
Interest held: 100.0%

Real Estate
Finance and
Real Estate

Customers Interest held: 94.0%

Internationales Immobilien Institut GmbH,
Munich
Equity capital: EUR8,100,000

The complete list of holdings
can be called up via the Bank’s
investor relations homepage:

SPECIALIZED FINANCIAL INSTITUTIONS

International HVB Capital Asia Ltd., Hong Kong

Markets

Equity capital: JPY15,000,000,000
Interest held: 100.0%

HVB Risk Management Products Inc.,
New York

Equity capital: USD18,250,000
Interest held: 100.0%

International
Markets and Cor-
porate Customers

HVB Structured Finance Inc., New York
Equity capital: USD6,959,000
Interest held: 100.0%

Corporate
Customers

cA 1B Investmenthank Aktiengesellschalft,
Vienna

Equity capital: EUR27,779,000*

Interest held: 100.0%

LEASING COMPANIES

Corporate
Customers

Bayerische Immobilien-Leasing Group,
Munich

Equity capital: EUR12,012,000*
Interest held: 100.0%

Hanseatische Leasing GmbH, Hamburg
Equity capital: EUR11,261,000
Interest held: 100.0%

Bank Austria Creditanstalt Leasing GmbH,
Vienna

Equity capital: EUR260,007,000*
Interest held: <100.0%
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Our People

Our people experienced a year of change in 2000. Spin-offs and start-
ups presented many of them with a new entrepreneurial environment.
We handled restructuring within the HvB Group by practising flexible

‘capacity management. Following the Bank Austria merger, the work-

force outside Germany now accounts for more than half our employ-
ees. The challenge we face is to develop a common corporate culture.
Tha foundation for this has been laid in the form of a code of values
on lead=arship, cooperation and communication, which we transmit-
ted to management and staff in a multi-level values campaign.
Innovative personnel marketing, target-oriented staff development
and competitive remuneration systems have helped us to enhance
our appeal as an employer.




Part-time work and
telecommuting

HR MANAGEMENT
IN TIMES OF RENEWAL

STAFFING LEVELS BEAR STAMP OF TWO MERGERS
Since 1998, two events have had a decisive impact on the development of
the headcount: the merger of HYPO-BANK and Vereinsbank on September 1,
1998, and the integration of Bank Austria into the HVB Group at the
end of 2000. During this period, our HR management function has tackled
demanding tasks: while the workforce had to be reduced in corporate
banking and other areas, transfers and new hirings were needed in
expanding fields such as asset management, private banking and e-busi-
ness.

We have fundamentally restructured our corporate banking operations,
streamlined our marketing presence in line with our strategic identity as
an integrated corporate finance bank, and modified our organizational
structure. In restructuring the Real Estate Finance division, we reassigned
staff from the professional brokerage business, integrating them into the
Private Customers and Professionals division.

The flexibility of our people coupled with an open, cooperative relationship
with staff representatives helped us to reach appropriate arrangements.
At this point, we would like to express our thanks to the works council, the
Speakers’ Committee for Senior Executives, the representatives of our
handicapped employees, and the representatives of our young employees
and trainees. Their constructive input was an essential contribution to the
mutually acceptable outcomes achieved.

FLEXIBLE CAPACITY MANAGEMENT IN THE FACE OF NEW TASKS
The task of restructuring our corporate and service divisions and the
targeted expansion into new business areas requires us to manage our
personnel capacity flexibly. With this in mind, we are implementing a raft
of measures:

~The ratio of part-time workers at the parent bank increased from 15.5% in
1999 to 16.8% during the year. Under a new agreement with the works
council, employees can take on part-time status on a trial basis. This move
helps our people to balance career and family.
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TransFair and
HVB Profil

—Over the past three years, the number of telecommuting positions at the
paren: bank has doubled. This, too, helps those who wish to combine
work and family life.

~- A large number of employees have made use of our company arrange-
ments allowing older staff to work part-time. 765 employees opted for this
model in Z000, after 529 in 1999.

Drawing a compariscn to 2999, a benchmark study carried out by Price
Waterhouse revealed that the employees at the parent bank are younger
or: average than their cclleagues in the financial services sector as a whole
(36.3 years as comparad with 38.4 years). Our employees have an average
of 14.3 years’ service, significantly higher than the industry-wide figure

of 11.7 years. At 10.5%, turnover during the year in review was up only a
negligible amount on ths previous year.

Our virtual HVB TransFair organization coordinates the deployment of
staff members taking on new tasks in the wake of restructuring. They are
assigned primarily to perform project work and to cover capacity fluctua-
tions. Since the merger between HYPO-BANK and Vereinsbank, a total of
840 employees have heen taken on by TransFair. We have successfully
referred 86% of this group. while a further 8% are working on assignment
for TransFair. Only 6% have left the HVB Group. On January 1, 2000, we
established HVB Profil GmbH to market our HR management expertise
externally in add:tion to referring personnel inside and outside the HVB
Group.

STAFF FIGURES REFLECT INTERNATIONAL FOCUS

The Bank Austria merger has transformed the composition of our work-
force. At the end of 1999, around one in four of our people worked outside
Germany. Now, foliowing the merger, the total has risen to over one in
two.

GREATER INTERNATIONAL FOCUS:
TOTAL WORKFORCE OF THE
HVB GROUP
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The integration of Bank Austria increased our workforce to 72,867, after
46,170 in 1999. The number of employees at the parent bank totaled
24,975, a fall of around 4% from last year’s figure of 26,019. Personnel
expense at the HVB Group rose to €2,901 million. Our success in limiting
personnel costs continued with the help of flexible capacity management
and the reassignment of employees to new areas through two special sub-
sidiaries, HVB TransFair and HVB Profil.

THE HVB GRQUP: AN EMPLOYER IN TUNE WITH THE TIMES
The Webpower project has opened up a new economy-style entrepreneur-
ial environment for many employees, offering them generous performance
incentives and broad scope to play a formative role in shaping their own
working environment. Among the start-ups seeded by Web Camp were
enterprises like PlanetHome and memlIQ. The Financial Markets Service
Bank, formed on April 1, 2000, and the rapidly expanding Direkt Anlage
Bank also offer our employees wide-ranging prospects in an exciting
growth market.

CAMPAIGN FOR VALUES AWARENESS
Essential ingredients for our success are leadership by example, open
communications, and the willingness to cooperate. The basic principles,
formulated in a code of values, were communicated during the yearin a
campaign unique in the European banking industry. Our values are rooted
in accountability towards our shareholders, our customers, and our
employees.

Code of values in At the heart of the campaign is a dialog across all levels of the company,

cross-hierarchy dialog independent of hierarchies and using the latest communications technol-
ogy. The primary goals include empowering individual emplayees to act
independently and fostering cooperation and the corporate culture within
the HVB Group. In keeping with our title of the Bank of the Regions in
Europe, this dialog is also held at our Group subsidiaries, including BPH
in Cracow, SKWB Schoellerbank in Vienna, and Vereins- und Westbank
in Hamburg.

Among the key building blocks of the campaign are:

—discussion forums and workshops with employees concerning implemen-
tation of the values in everyday operations. In Munich alone, we held dis-
cussions with 1,500 employees;

-our intranet, where the relevant pages averaged 80,000 hits per month,
employees and senior executives engaged in discussions with the cam-
paign’s initiators in interviews, ‘value anecdotes’ and e-mails; and

—the trainee conference, the executives’ conference and the first-ever
values forum with internal and external participants, all dedicated to
the subject of values.
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lobDate
and JobTruck

The results gathered from the dialog showed that our employees give a
great deal of thought to this issue. The values given top priority are “Our
custorners” and “Teamwecrk and co-operation”.

The task of promoting common values is becoming increasingly important
for the new HVB Group. Only if our employees and management share the

same values can a common corporate culture come into being. This forms
the basis for the long-ierm success of the HVB Group.

STEPPING UP THE SEARCH FOR JUNIOR TALENT
Competition for skilled young people is intensifying as the number of
qualified university graduates is still declining. Our personnel marketing
strategy in this regard can be summed up as follows: authenticity, not
entertainment. Our “JobDate on the top floor” is the first program of its
kind, enabling students to accompany a senior executive through a typical
working day. This authentic view of office life, aimed mainly at students
close to graduation, is well received by the target group. By the end of the
year, 200 students had applied for JobDates, which were introduced in

T Jily 2000. oo o

With the JobTruck, tce, we placed our faith in direct contact between
bank and applicant. We tcok the truck to 39 universities during the year
and informed abont 30,000 students about career options in the HVB
Group More than 709 students took part in our job application clinics and
workshops on discussion skills.

BREAKDOWMN OF EMPLOYEES
i B NN EE

2000 1999
Consolidated grour 72,867 46,170
of whom:
Germany . 35,293 35,524
Abroad 37,574 10,646
Parent bank 24,975 26,019
of whom:
Trainees 1,867 1,822
Part-time workers 3,875 3,752
Short-terr workers 616 1,434
Employees on temporary contracts 489 536

Pre-retiremeni part-time workers 765 529




HVB Academy

“For us, a value-oriented approach to
management means encouraging team
spirit and performance among our
people. This automatically creates more
value for our shareholders in the

process.”
Dr. Paul Siebertz

We are also investing more in the training of high school graduates, this
being our largest program for developing junior talent in terms of num-
bers. Moreover, we increased the trainee rate at the parent bank from 7%
in 1999 to 7.5% in 2000. In total, we recruited 783 bank trainees (includ-
ing 38 students from the banking academy) and 47 office communication
trainees. Alongside these training activities, we offer our internal high
potentials the opportunity to take part in challenging co-op courses at
renowned universities.

STAFF DEVELOPMENT AND CONTINUING EDUCATION
WITH NEW FOCAL POINTS

We support our employees and executives with ongoing personnel devel-
opment programs and needs-oriented continuing education measures.
HVB Akademie GmbH, which pools our training activities across the entire
Group, is among Germany’s leading providers of continuing education
both internally and externally, with total revenues of around €18 million
and a team of ninety employees. Revenues of €5.8 million were generated
from individual training courses and €12.2 million from standard events.
During the year the academy set up its own management center and
established the new General Management Program and a special series
of training events on change management. In sum, the academy trained
13,174 employees in a total of 1,160 seminars.

CONSTANT RISE IN RATIO OF
PART-TIME TO FULL-TIME STAFF
|

in %

20




ENHANCED EXPERTISE IN NEW MEDIA

To get aur employees into shape for the Internet world, we launched the
eCulture project, comprising elements such as an eCulture course and
online banking training: More than 14,000 staff members had successfully
completed the eCulture course by the end of 2000. Since October 2000, all
employees have had free access to the Internet. At the same time, our
intranet has since overtaken all other media to become the favorite source
of informazion for the workforce. Our in-house TV station V!A is used pri-
marily to transmit up-to-the minute information on sales-related issues
and report to our staff with the latest news on products and services. (For
more information, please refer to the section on Internal Services).

OUTLOOK:

EUROPE’'S BANK OF THE REGIONS AS HR CHAMPION
Our status as Bank of tae Regions in Europe is rising to a new level not
only on the balance sheet, but also in terms of human resources. Among
the main tasks of perscnnel management are change management, the
development of etficient structures, and the Europe-wide integration of
eraployees under uniform leadership. We have already implemented the
first steps towards staff integration following the Bank Austria merger.
Whenever we fill a position, we attach great importance to a transparent
decision-making process that is understandable to everyone involved.

We wil intensify our work to develop transparent standards Group-wide.
The goal is to create equal opportunities and incentives for all bank
. eraployees and to optimize personnel development and transfers across
Tg}l the entire corporate group.

Job families New remuneration arrangements will place even more emphasis on
results-related pay in order to attract and retain talented experts and
managars. To implemeat this concept, we will establish what we call job
families, a consequence of which is that we will no longer work with
un:form remuneration bandwidths. For our senior executives and selected
non-executives, we will also offer a long-term incentive system in the form
of a stock-option scheme.

Other personnel management instruments such as part-time work and
ielecommuting wifl also add greater flexibility. Our goal is to raise the
ratio of part-time 7o full-iime staff at the parent bank from the present
level of 16.83% to 20% by 2003. At corporate level, we are targeting a fig-
ure of 18% as compared with the present level of 14.1% excluding Bank
Austria. By 2002 we hope to have set up 200 telecommuting positions.

It is a top priority of our personnel work to expand the role of value-ori-
anted leadership in the HVB Group, since corporate culture and employer
image are becoming increasingly important as a differentiating factor

in the marketplace. In this way, we aim to increase our employees’ sense
of belonging, enthusiasm, and motivation.




Internal Services

Internal Services represents the technology and logistics backbone of
the HVB Group. It comprises the Information Technology, Webpower,
Transaction Services, and Buildings and Administration divisions. In
2000, we restructured the Information Technology unit and optimized
our e-business structure. System €, the technical platform we have
developed, provides the basis for achieving our ambitions as the Bank
of the Regions in Europe. Webpower is the umbrella project en-
compassing all our e-business activities. To date, its offspring include
mobile banking, real estate services and archiving services, all of
which have been successfully marketed. In the transaction services
segment, our new Financial Markets Service Bank subsidiary made

an excellent start in 2000. Significant productivity gains were accom-
plished in money transfer operations, and substantial cost synergies
were realized in Buildings and Administration by implementing
restructuring and process optimization measures.
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System €in the
Bank of the Regioins

EFFECTIVE PLATFORM FOR EUROPEAN EXPANSION

INFORMATION TECHNOLOGY:

RESTRUCTURING AND SYSTEM UPGRADES PRODUCE

EFFICIENT COMPUTER INFRASTRUCTURE
Effective information technology is critically important to the successful
rendering of banking services. We completely restructured the Informa-
tion Technology divisior. during 2000 with a view to meeting the rising
demands related to e-business. In the area of communication information
technelogy (CIT), we created a comprehensive network meshing user sup-
pert, applications development and computer centers. This move further
improved the stability and availability of our information systems after the
successful completion of the technology consolidation project associated
with the merger that created HypoVereinsbank. Operating efficiency
was improved to such an extent that we achieved productivity gains of
€47 million last year alone. As a result, the HVB Group’s total spending
on information technology was reduced to €909 million in 2000 after
€617 million in 1999.

The main objective in *he area of CIT is to provide a highly effective tech-
nical infrastructure, both for transactions conducted in the branch net-
work aad for those concucted in alternative distribution channels like
the Internet and mobile banking. In accordance with this ohjective, we
are investing in autornaticn of our business processes and expansion of
our telecommunications systems. The System € platform we developed
provides the operating basis for realizing the goals of Bank of the Regions
in Europe. This highly scalable system accommodates country-specific
requirements, such as language and reporting procedures, while also
meeting the global demands of an internationally active banking group.
Another importarnt infrastructure project currently in progress involves
integrating the information and communication systems of Bank Austria
with those of the EVB Group. This consolidation will eventually yield
yearly synergies of rougaly €120 million.

TOTAL INFORMATION
TECHNOLOGY SPENDING

|
€m

Infrastructure and 4
services units 435

Vereins- und Westbznk 81 i
Other domestic and i
forzign Group comparies 184 §
Corporate divisions |
and other parent bank 209




The recently established E-Banking-Lab, an integral component of
System €, provides the technological and organizational environment for
our e-business development activities. Working in conjunction with man-
agement consultancy Accenture and software developer abaXX, we have
created a virtual company engaged in developing cutting-edge financial
solutions on the basis of a consistent, uniform system architecture. The
goal is to cut by half the in-house software development times for
e-business projects, while also marketing the e-business modules we have
developed all over Europe.

WEBPOWER: THE WAY TO NEW MARKETS
AND EFFICIENCY GAINS IN E-BUSINESS

The Webpower project encompasses all the HVB Group’s e-business activi-
ties, including those projects and start-ups engaged in developing contem-
porary products and services. The goal is to reinforce and build our image
as one of Europe’s leading Internet banks, while also enhancing the effi-
ciency of our internal processes. The Bank invested €235 million in the
Webpower project last year. We view our e-business operations as venture
capital spending self-financed by corresponding returns and expertise fed
back into the corporate group.

INCUBATOR FOSTERS VALUE DRIVERS

Our Markets and Alliances department is an inte-
gral part of the overall Webpower project. This
unit provides extensive services in support of our
e-business activities, including:

-market research and observation,

—portfolio management from the standpoint of
strategy development, formulation of investment
proposals and project controlling,

-specific e-business consulting services and
process optimization for our Webpower projects
and start-ups,

-negotiation of alliances with outside partners, and

—-complete logistical services, from office space to
technical infrastructure and secretarial services.

In essence, therefore, this unit serves as an incu-
bator for our new economy projects. Markets and
Alliances supports and accompanies our projects
to the market-entry phase, at which time they

are established as new companies, either as
wholly-owned entities of the bank, as in the case
of PlanetHome, or as joint ventures, such as memIQ.
Markets and Alliances provides the initial spark
for the value drivers in our Webpower portfolio.

R




Financial services
portals and start-ups

Online banking
by mobile phone

On the one hand, Webpower includes projects related to the bank’s core
businesses, including all the financial services portals for our customer
groups and associated preducts such as online banking. On the other
hand, Webpower alsc servas to open up new lines of business, leading to
the creation of new companies like PlanetHome and memlQ, which oper-
ate independently in the marketplace without reliance on traditional
banking structures. For some of these start-ups, we cooperate with presti-
gious service providers from other industries in order to take full advan-
tage of the potential inherent in new market sectors. Webpower is ser-
viced by an incubator, a company that conducts market research, develops
investinent plans, provides consulting services, forges alliances with out-
sicde companies and takes care of the logistical needs of our start-ups. This
arrangement also assures the reverse flow of process improvements and
efficiency gains from the start-ups to the Bank.

WEBPOWER: PROJECTS IN THE CORE BUSINESS
OF ONLINE BANKING...

We are one of Europe’s leading providers of online banking services.

Our Internet offering, which is aimed at private and business customers
alike, is especially noteworthy for its innovative design and user-friend-
liness, and has accordingly been met with a high level of market accep-
tance. norisbank, the HVB subsidiary specializing in consumer loans,
offers immediate financing over the Internet. New customers are being
acquired both in the Internet and from so-called WebPoints in the Bank’s
branches.

..THROUGH TO MOBILE COMMERCE OFFERINGS

A’ong with e-business, mobile commerce is fast becoming a dynamic
growth sector, and the HVB Group has established itself as a pioneer here
as well. Since October 2000, our customers have been able to obtain infor-
metion about stocks, investment funds, money markets and currencies
from their mobile phornes by dialing the mobile HVB address wap.hvb.de.
This represents the first time in Germany that customers can conduct
online banking without a PC connection. After viewing share prices or
stockmarket news, for instance, they can dial up our service line and
place transaction crders by phone. These innovative new features signifi-
cantly enhance the appeal of our 3D account offering. As soon as WAP 1.2
is released, with its sophisticated security standard, our customers will be
able to conduct transactions directly through our WAP portal.




PLANETHOME: THE WEBPOWER PROJECT
THAT PRODUCED THE FIRST INTEGRATED REAL ESTATE PORTAL...

Online real The HVB Group is Europe’s biggest provider of real estate financing. We

estate ransactions are also one of the innovation leaders, as demonstrated by PlanetHome,
an Internet provider of real estate services. PlanetHome, the first fully-inte-
grated real estate portal in Germany, offers a wide selection of services,
including buy and sell offers, financing packages and other services such
as purchase contract review and removals. Other innovative features of
PlanetHome include immediate interest rate commitments, the ability
to print out contracts online and a complete visual display of the property
and its location. Furthermore, PlanetHome is the only such provider in the
German market to offer online property appraisals. We also provide a
platform for legal advice relative to real estate law. With 40,000 properties
listed, PlanetHome covers about 20% of the total properties available for
sale in Germany. For financing, PlanetHome cooperates with a total of
20 partners, including five companies of the HVB Group. In line with the
3D philosophy of the parent bank, PlanetHome operates on two fronts. Be-
sides the Internet program, the company also maintains its own real estate
consultants to provide personal customer support on location. Since late
September 2000, when the PlanetHome real estate portal was launched,
our website has registered nearly two million hits.

. AND BLAZED NEW TRAILS IN ELECTRONIC ARCHIVING

Online archive for E-business is creating new ways to store documents, superseding conven-
mportant documents tional archiving methods. In cooperation with Vodafone-Mannesmann
and iX0S Software, the HVB Group established the memiIQ joint venture, —
: . : . Tto1
a Webpower project that will enable users to store their documents confi-

dentially on the Internet. To this end, memIQ will set up a web-based
archive in which private individuals and businesses can securely store
important documents such as invoices, contracts and insurance policies
on a non-paper basis. By cooperating with suppliers of physical document
extracts, memlQ customers will also be able to deliver their contracts,
certificates and other important documents digitally and retrieve them at

any time.
STRUCTURE OF INTERNAL SERVICES
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Internal Services
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Communication Electronic Buildings and Webpower
Information Transaction Administration

Technology Services




FITNESS PROGRAM FOR HYPOVEREINSBANK EMPLOYEES
The eCulture project, yet another offshoot of the Webpower program, is an
e-fitness regime for employees of the HVB Group. It consists of an intranet
portal for employees to obtain training in the fundamentals of e-banking,
e-basics, e-shopping, e-security, and e-mailing. By the end of 2000, more
than 80% of all eraployees had signed onto Direct-B@nking, and more
than 14,000 employees had completed the eCulture course and were
issued the corresponding certificate (see also the section on Our People).

TRANSACTICN BUSINESS:

MONEY-TRANSFER PRODUCTIVITY ENHANCED
Besides building up a strong e-business position, we also optimized our
traditional transaction business. Among other things, we boosted the pro-
ductivity of our mnoney transfer operations, streamlining and automating
our processes to such an extent that our performance today represents
the industry benchmark. Despite higher transaction volumes, we were able
tc realize merger-related synergies of roughly €25 million in our money
transfer operations. At the same time, we upgraded our quality manage-
ment program, which monitors all important processes on a permanent
basis. Attesting to the quaiity of our money transfer operations, the TUV
certificate of conformity with DIN EN IS0 9001 issued to us earlier was
renewed in October 2000.

Global MuLTiwee Our MULTIWEB platform, which serves as an interface between our account-

pecess ing systems and those of our customers, is a pioneering accomplishment
among electronic banking systems for corporate customers in Germany.
This platform can be downloaded via the Internet anywhere in the world
from the HypoVereinsbank website and integrated with the customer’s
web browser. MULTIWES is a comprehensive clearing system which can
be used, among other things, for transmitting completed payment data
and custody account information and for retrieving account information.
Secured by encryption technologies and digital signatures, MULTIWEB
handles the processing of all the customer’s money transfer needs.




“Internal Services has evolved from a cost
center to a profit center and, more
importantly, an innovation center. The
quality and efficiency of our technical
infrastructure is more important than
ever. Through our Webpower project, we
have demonstrated our ability to
innovate in the field of e-business.”
Dr. Eberhard Rauch

NEW TRANSACTION BANK

SUCCESSFULLY POSITIONED IN THE MARKET
The market volume of transaction services is expected to multiply in the
next few years. To establish a timely presence in this lucrative segment,
the HVB Group formed the Financial Markets Service Bank GmbH by
merging two Group-owned entities on April 1, 2000. Our Service Bank
provides transaction services for money and securities accounts, foreign
currency accounts, and investment funds. Besides HVB Germany, Direkt
Anlage Bank and Bankhaus Maffei, other customers include direct banks
and Internet banks, as well as investment companies and asset managers.

Transaction volume The Service Bank is already active for nine outside clients unrelated to
doubled . . . .
the corporate group and will provide services in the future to other
HypoVereinsbank companies. The Service Bank processed around 16 mil-
lion transactions last year, about double the 1999 figure. The success
of our new Service Bank can be attributed to factors such as price leader- | ‘
ship, high service quality and a service package tailored specifically to ﬂﬁ
Internet-based financial services providers. e

PLATFORM SOLUTIONS

OF OUR TRANSACTION BANK
Platform solutions represent a crucial aspect of the market for transaction
services. Digital signatures, which serve to authenticate Internet trans-
actions and streamline transactions requiring written validation, are an
important part of such solutions. Among the processes that can be opti-
mized by using electronic signatures are account opening and modifica-
tion applications, counter-confirmations in trading operations and trans-
actions performed under power of attorney.

Identrus was established by HypoVereinsbank in cooperation with seven
worldwide financial institutions in 1999 as a global standard for digital
signatures in the B2B segment. TC TrustCenter, which is jointly owned by
HypoVereinsbank and the major Frankfurt-based banks, acts as the Iden-
trus certification institution. Its duties include the issuance, validation and
retrieval of certificates, user group administration and encryption key
generation. By means of these features, we can guarantee the identity of
counterparties in e-business transactions. In fact, we were the first Euro-
pean bank to issue Identrus certificates. We have also developed Identrus
applications for our customers alongside internal applications.



BUILDINGS AND ADMINISTRATION:

PROCESS OPTIMIZATICN PRODUCES COST SYNERGIES
The infrastructure services provided by the bank’s Buildings and Adminis-
tration division, which is certified DIN EN ISO 9001-compliant, are becoming
an increasingly important factor for the success of our corporate group.
Among other services, this unit provides building, technical and adminis-
trative support for more than 1,400 properties owned or leased by the
bank, and handles internal mail logistics, vehicle fleet management and
purchasing for the entire corporate group. Thanks to internal restructur-
ing and process optimization measures, this department was able to
undershoot its budget by €35.5 million to spend only €220.7 million.
Another factor contributing to the cost savings was the founding of
HVBSecur GmbH, a company specializing in bank and corporate security.
We also optimized the space requirements of our branch network and
marketed more than 100,000 square meters of space since the merger of
Vereinsbank and HYPO-BANK. By systematically consolidating our purchas-
ing activities, we were able to lower the cost of materials some €38 million
last year.

Conversion raises We are converting the prime office space in central Munich formerly used

yields Ly the HVB Group into pedestrian zones ringed by quality retail outlets,
offices and residential apartments, as well as customer and communica-
tion facilities for our own use. As soon as the construction work is fully
completed in 2003, we expect to book annual income of around €27 mil-
licn from this developmern:.

OUTLOOK: INNOVATIVE SERVICES BRING EFFICIENCY GAINS
AND ADLCED VALUE

A number of highly promising projects will be carried out in 2001. In the
context of Webpower, we intend to further expand our Internet offering
for private customers, enhanced with new functions and features. noris-
bank will build on its program of immediate financing over the Internet
and establish a full-range branch bank on the web.

Multi-channel BusinessGate provides information and advisory services to our corporate

A A customers, thus serving to cement customer loyalty and optimize our
service quality. Real Estate Gate effectively standardizes loan processing
with the goal of conducting the entire process on the Internet. On the
whole, we will continue ¢ pursue our multi-channel strategy and offer
customers a wide range of expanded access and usage possibilities, while
further optimizing our in-house service processes. In addition, we will
further develop our eCulture project and extend it to Bank Austria.




Pioneering role
extended in mobile
banking

The Bank will also venture onto new ground in its Webpower projects. In
addition to its archiving service, memIQ will offer solutions to optimize

the purchasing and payment processes of our customers. Our online real
estate service PlanetHome will expand not only in the German market, but
also in selected markets of Western and Central/Eastern Europe.

We will continue to build on our strong position in the market for transac-
tion services under the leadership of our new Service Bank. Based on the
latest clearing mandates received, we expect to manage a securities trans-
action volume of 23 million. In spite of the planned volume growth of
more than 150% between 1999 and 2001, we will manage to keep the cor-
responding rise in personnel requirements to around 30%, thereby
improving earnings quality and increasing cost efficiency at the same
time.

In money transfer operations, we intend to build on the leading edge in
electronic banking that MULTIWEB has created for us. Among other
improvements, our MULTIWEB platform will have multi-bank capability and
feature new modules, including one for registering documentary credits.
Thanks to the use of digital signatures, customers will be able to access
the platform from mobile phones. In this regard, we are on the front line
of WAP banking for corporate customers. With mobile banking, our cus-
tomers will be able to access personal data, including account informa-
tion. We also plan to offer account transaction services, including payment
transfers, as well as brokerage services.
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Environmental Management

Qur environmental policy, formally adopted in summer 2000, sets
down concrete obligations in such spheres of activity as financing
and the use of natural resources in the office. In 2000 we further
raised our profile as a bank that respects sustainability in its business
dealings by being added to the Dow Jones Sustainability Group
Index. We alsc introduced the ImmoPass, the first European quality
seal for all-round quality in building construction. Our ecological
projects for the workplace focused on improving energy efficiency
and altering office layouts to accommodate environmental criteria.




Environmental
netwaork and
electronic media

SUSTAINABILITY CREATES MARKET OPPORTUNITIES

ENVIRONMENTAL MANAGEMENT:
POLICY ENTAILS CONCRETE OBLIGATIONS

We developed our environmental policy based on surveys of our employees
as well as customers, shareholders, and experts. The policy, which was
formally adopted by the Board of Managing Directors in summer 2000,
contains concrete undertakings in spheres of activity such as financing,
financial investments and the use of natural resources in the office. We
foster environmental awareness on the part of our workforce through

the integration of environmental themes into internal events such as the
health and values forums and the Group Strategy Conference.

In our environmental communications, we place emphasis on face-to-face
contact within the Group-wide environmental network, but are also
making increased use of electronic media. The Internet and intranet sites
were redesigned during the course of the year. The intranet site has the
additional function of an exchange for innovative suggestions, including
an ideas competition on energy savings, which generated proposals from
more than 300 employees. We awarded prizes for the three best sugges-
tions on how to save energy. In October we published our first environ-
mental report, focusing on the opportunities and impact of sustainability
(see the Financial Calendar for information on ordering a copy of the
Environmental Report).

PRODUCT ECOLOGY: HYPOVEREINSBANK
JOINS INTERNATIONAL SUSTAINABILITY ELITE

The Dow Jones Sustainability Group Index (DJSGI) reflects the share prices
of companies from around the world that are among the top 10% in their
industries in terms of sustainability. Doing business in a sustainable man-
ner means creating a balance among economic, ecological and social pri-
orities. HypoVereinsbank was added to the index in September 2600.

ECOTECH FUND COMPARED
WITH MSCI INDEX
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In 1999 we were the first German bank to issue an index certificate on the
DJSGI. The continued strong performance of the sustainability index shows
that companies that work in a sustainable manner are also profitable.
Equally successful is our Activest Lux EcoTech-Fonds, which invests in
environmental technology shares. Its performance once again beat that of
the MSCI index benchmarxk.

As Europe’s leading provider of real estate finance, the HVB Group has a
special responsibility for sustainable construction. Our ImmoPass is the
first seal of approval in Europe certifying all-around construction quality.
Among other things, it covers a detailed planning check, implementation

“monitoring, and a financial package including consultation on available

grants and tax relief. The ImmoPass was awarded the innovation prize in
the construction category of the “Innovations 2000 - planning, building,
managing and financing real estate” competition. A check of environmen-
tal anc social concerns is obligatory for our international project finance
activities, for instance when financing cellulose plants, power stations or
cer factories.

OPERATIONAL ECOLOGY:
REINING BAZK POWER CONSUMPTION

The number of power-consuming devices in the workplace multiplied
dramatically between 1990 and 2000. Ten years ago, for instance, just

20 percent of our employees had computers on their desks. Today nearly
everyone is hooked up. Despite these drastic changes, power consumption
rose only 15% over the same period, as we boosted our energy efficiency
with such innovations as finely adjusted office lighting and central control
systems for technical support equipment.

The Healthy Office project, launched in early 2000, optimizes office
layouts to accommodate environmental criteria. We are committed to
protecting the health of our employees, and at the same time hope to reap
economic benefits through a reduction in sick leave. The year also saw the
inception of a unitform waste disposal concept in all our German offices.
We profit in terms of lower costs, for instance by reducing the amount of
aon-recyclable refuse, and by gaining an overview of residual and reusable
waste. This establishes the prerequisites for effective eco-controlling.




OUTLOOK:

CONCRETE STEPS TOWARDS SUSTAINABILITY
Above all, sustainability entails durability and expansion of existing pro-
jects. Under the heading of product ecology, we will continue expanding
our dealings in the DJSGI certificate and the Activest Lux EcoTech-Fonds.
The ImmoPass will be developed to encompass certification of renovated
and existing properties and office buildings.

The operational ecology projects for 2001 include:
-implementing new standards for the use of recycled paper. By 2002 we
aim to achieve a quota of 70%;
Renewable sources -increased use of renewable energy sources. As of 2000 we have been draw-
of eneroy ing 5% of our total annual power consumption from regenerative energy
sources. The additional costs are projected at approximately €150,000.
Thanks to more favorable contractual terms with our power suppliers, we
hope to save some €2.2 million each year, after deducting ecological taxes;
-broadening the Healthy Office project to include exacting office ecology
standards such as ergonomic optimization of computerized workplaces
and health-promoting climate control systems. We intend to apply the
results to all subsequent construction and renovation measures.

Looking into the future, implementing sustainability principles is expected
to yield higher earnings and greater efficiency.
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Management’s Discussion
and Analysis

I. FINANCIAL REVIEW

1. INTEGRATION CF BANK AUSTRIA -
A MAIJOR STEP FOR THE BANK OF THE REGIONS
Bank of the Regions During 2000, the HVB Group (“HypoVereinsbank” or the “Bank™) continued

tc systematically implement its Bank of the Region strategy, the merger
with Bank Austria moving it large strides closer to the goal of becoming
the leading bank for private customers on the European marketplace.
Together with Bank Austria, HypoVereinsbank serves more than eight
million customers, making it the market leader in its domestic markets of
southern Germany and Austria as well as the rapidly expanding economies
of Central and Eastern Europe (see also the section entitled The Bank of
the Regions in Europe).

Acquisition of Bank The first stage of the merger involved Bank Austria transferring its com-

Austria ' mercial operations to a new company (Bank Austria AG), itself then only
acting as a holding company (BA Holding AG) for the stock of Bank Austria
AG. At the beginning of December 2000, the Bank Austria AG stock was
transferred to HypoVereinsbank as a non-cash contribution against the
issue of 114 million new shares of HypoVereinsbank stock arising from a
capital increase. At the beginning of February 2001, BA Holding AG was
merged with Bank Austria AG as part of a downstream merger, with the BA
Holding shareholders exchanging their stocks for the new HypoVereinsbank
shares at a ratio of 1:1, thus becoming HypoVereinsbank shareholders.




Integration plan

Initial consolidation of
Bank Austria

As a result of the transaction, the number of HypoVereinsbank shares
increased 114 million, or some 27%, to 535 million. HypoVereinsbank’s
weighting in the international stock indexes rose accordingly.

The integration plan envisages Bank Austria acting within the corporate
group as the bank of the regions for Austria and the countries of Central
and Eastern Europe. HypoVereinsbank, on the other hand, will retain
regional competence for Germany, Western Europe, the Americas, and
Asia. A tight schedule has been drawn up for the merger. Mid-2001 is the
target date for folding the Bank Austria units in Zurich, London, New York
and Asia into the existing corporate units and defining the future struc-
tures in the Czech Republic and Hungary. The merger is expected to be
completed in Austria and Poland by 2003.

. INCOME STATEMENT

Bank Austria has been included in the consolidated income statement as
of the acquisition date at the beginning of December 2000. The initial con-
solidation of Bank Austria and its subsidiaries in the consolidated finan-
cial statements as of the acquisition date at the beginning of December
2000 did not have a material impact on net income. The contributions of
Bank Austria to the various expense and income items are offset by the
prorated amortization of goodwill.

INCOME STATEMENT

2000 1999 Change

in € millions in € millions in € millions in %

Net interest income 5,150 5,045 + 105 + 21
Provisions for losses on loans and advances 1,186 2,472 -1,286 - 52.0
Net interest income after provisions for losses on loans and advances 3,964 2,573 + 1,391 + 54.1
Net commission income 2,423 1,876 + 547 + 29.2
Gains less losses arising from trading securities (trading profit) 548 401 + 147 + 367
General administrative expenses 4,882 4,570 + 312 + 6.8
E-commerce expenses 235 — + 235 >+100.0
Balance of other operating income and expenses . 55 91 - 36 - 396
Operating profit 1,873 371 +1,502 >+100.0
Net income from investments 325 985 - 660 - 670
Amortization of goodwill 89 70 + 19 + 271
Balance of other income and expenses (131) (238) + 107 + 45.0
Profit from ordinary activities 1,978 1,048 + 930 + 88.7
Balance of other extraordinary income and expenses (126) (294) + 168 + 571
Net income before taxes 1,852 754 +1,098 >+100.0
Income taxes 668 315 + 353 >+100.0
Net income 1,184 439 + 745 >+100.0
Minority interest in net income (105) (80) - 25 - 313

~ Net income adjusted for minority interest 1,079 359 + 720 >+100.0

BE




Performance in 2000 After an excellent first quarter, the rate of earnings growth slowed some-
what over the remainder of the year. However, the Bank achieved the best
after-tax result of the year in the fourth quarter thanks to tax-related gains.
The figure for net income adjusted for minority interest of €1,079 million
was three times that of the previous year, and return on equity after taxes
rose to 8.5% after 3.0% :n 1999. Following the international trend,
HypoVereinshank now stresses the so-called cash variant. That means
that arnortization of gecodwill is deducted from net income when calculat-
ing the return on equity ratio. Under the cash variant, the return on equity
rose from 3.6% in the previous year to 9.2%. Good accounting practices
would also dictate that any goodwill carried on the balance sheet be offset
against equity capital when calculating this ratio. Since other banks have
ye: to adopt this approach, however, HypoVereinsbank has refrained from
implementing it for the present, but retain the option of doing so in the
future.

Net interest income Net interest income rose 2.1% over the prior year, to €5,150 million. The

pr:ncipal factors contributing to this gain are:

—the sustained downward pressure on the interest margin. The margin was
1.06% (1999: 1.10%) based on the average business volume, or 2.33%
(1999: 2.47%) based on the average risk assets, falling below the previous
year’s values on both counts;

—a conscious effort to limit the growth of risk assets;

—the rapidly falling dernand for real estate loans; and

—the fall in earnings from the transformation of maturity patterns due to
the flat yield curve which at times inverted.

114{ Provisions for losses As expected, provisions for losses on loans and advances were signifi-
o | d advanc ) . .
on foans and advances cantly reduced. At €1,185, they were approximately halved, even taking
into account the effects of initial consolidation.

WORKFORCE AND OFFICES

Offices, in % Workforce, ‘000
80 ] HypoVereir?sbank
— [ Bank Austria
/ 60
Germany 42.8 / ‘ ~
— 7 e ) :
Austria 22.2 / il 4 k 0 T , ] ;
Central and i WL i P
Eastern Europe 31.5 ( l : ; §
H M b H
Rest of | b :
T :
Western Europe 1.3 \‘ ! 'JL 115 e 20 I i
Americas and Asia 1.6 l B i 1 ‘ Pt
Y L ﬁf‘jﬁ‘i@r i [




Net commission
income

Trading profit

Operating revenues

General administrative
expenses

Despite the difficult market environment in the second half of the year,
the Bank managed to post a strong gain of 29.2% in net commission
income over the prior year, to reach €2,423 million. Securities and deposi-
tary business provided 63.7% (1999: 62.2%) of total net commission
income. Sales of retail funds marketed by the Bank’s asset management
subsidiaries had a particularly strong impact on this item. The develop-
ment of earnings from underwriting business, foreign trade operations,
asset management, and advisory services was also more than satisfactory.
The proportion of total operating revenues represented by net commis-
sion income thus expanded from 25.3% to 29.6%.

Trading profit rose a strong 36.7% over the prior year, to reach €548 mil-
lion. The turmoil on international financial markets during the fourth
quarter of 2000 did not materially reduce revenues thanks to appropriate
risk management of the Bank’s positions. The total was generated in almost
equal parts by index-/currency-related and price-related operations.

Total operating revenues (net interest income, net commission income,
trading profit and balance of other operating income and expenses) rose
10.3% to €8,176 million, of which €302 million resulted from the effects
of initial consolidation.

Thanks to the Bank’s strict approach to cost management, general admin-
istrative expenses grew no more than 6.8%, to €4,882 million, in the year
under review. This increase was largely due to the integration of Bank
Austria together with its subsidiaries. Without these effects of initial con-
solidation, administration expenses would have risen just 2.4%. Personnel
expense rose 13.9%. This increase results among other things from the
greater proportion of better qualified employees and the higher expenses
for pension provisions. Other administrative expenses, including depreci-
ation on property, plant and equipment, decreased 2.1%, to €1,981 mil-
lion. Since the increase in administrative expenses was less than that of
total operating revenues, the cost-income ratio based on operating rev-
enues improved from 61.6% to 59.7%.

RETURN OF EQUITY AFTER TAXES

in %
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E-commerce expenses

Operating profit

Net income from
investments

Profit from ordinary
activities

Extraordinary
expenses

Net income before
taxes

Corporate divisions

The Internet is leading to rapid changes in patterns of customer behavior.
In order to better master these changes and expand the Bank’s multi-
optional sales channels, the HypoVereinsbank made a separate budget
available for e-commerce-activities totaling €235 million, showing the
expenses separately in the statement of income. (For more information
on the Bank’s e-business activities, please refer to the comments on the
Webpower projects.)

The Bank recorded an operating profit of €1,873 million in 2000. This
total is about five times higher than in the prior year thanks to the much
lower level of loan-loss provisions and the rise in operating revenues.

Net income frora :nvestments declined to €325 million after €985 million
in 1999. The prior year total was, however, strongly inflated by non-
recurring items related tc loan-loss provisions.

The Bank nearly doubled its profit from ordinary activities over last year,
to €1,978 millior. The medified cost-income ratio, which gives general
admiristrative expenses as a proportion of operating revenues, net invest-
ment income, amortizaticn of goodwill and the balance of the remaining
income ard expenses, was 59.0%, compared with 56.5% the year before.

Extraordinary expenses of €126 million include merger-related expendi-
tures arising from the fusion of the former Vereinsbank and the former
HYPO-BANK for the last time. Thus the total expenditures for this merger
since 1997 amount to €750 million.

Net income before taxes of €1,852 million exceeded the prior year level of
€754 rmillion by more than €1 billion.

The various corporate divisions contributed to net income before taxes as
follows: .

Private Customers and Professionals €615 million,

Corporate Customers €578 million,

Real Estate Finance

and Real Estate Customers
International Markets
Asset Management

Real Estate Workout

€473 million,

€585 million,

€68 million and
—-€102 million.

COST-INCOME RATIO
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Domestid/foreign
operations

Taxes

Net income

The higher profits of the Private Customers and Professionals division are
the result of strong growth in commission income. Corporate banking
activities showed early benefits of the completed restructuring measures
and the much lower level of loan-loss provisions. The prior year figure
benefited from high proceeds from the sale of holdings. The Real Estate
Finance and Real Estate Customers segment suffered from continuing
weak demand in Germany, while International Markets boosted trading
profits substantially, although the turmoil on international finance markets
in the fourth quarter prevented any material gains in profitability. Despite
improved productivity, Asset Management fell short of last year’s results,
which were inflated by extraordinary gains on the sale of holdings.
Detailed reports on the various segments are included in the notes to the
financial statements.

The proportion of net income before taxes provided by domestic opera-
tions again rose sharply to €1,296 million after merger-related costs and
high loan-loss provisions had seriously depressed the previous year’s total
of €350 million. At €548 million, the Bank’s foreign activities again made
a strong contribution to profits.

Income taxes rose from €315 million to €668 million in line with the
development of net income. However, the tax rate fell from 41.8% to
36.1%, partly owing to the effects of domestic tax reform in Germany.

Minority interest in net income totaled €105 million. Net income adjusted
for minority interests amounted to €1,079 million. The Bank transferred
€623 million to retained earnings at Group level.

DEVELOPMENT OF
SHAREHOLDERS™ EQUITY

€bn
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Consolidated profit Consolidated profit amounted to €456 million. The Bank will propose to

the Annual General Meeting on May 22, 2001 that an unchanged dividend
of €0.85 per share of common stock and €0.93 per share of preferred

stock be paid to shareiclders. Adjusted for tax credits, this means that
the Bank’s German shareholders will receive €1.21 per share of common

stock and €1.33 per share of preferred stock.

Pro-forma The effects of initial consolidation must be taken into account in the

presentation

* To filter out these effects, the pro forma, representation of the income
statement can be selected. This approach reperts income as if Bank
Austria had been part of the HypoVereinsbank since 1999. In line with
this assumption, the iull-year values for Bank Austria’s income and

expense items are shown:

assessment of income developments at the new HypoVereinsbank Group.

INCOME STATEMENT

Proforma 2000 Proforma 1999 Change

in € millions in € millions in € millions in%

Net interest inconie o 7,161 7,015 + 146 + 21
Provisions for losses on luans and advances 1,757 2,872 - 1,115 - 388
Net interest inccme after provisions for losses on loans and advances 5,404 4,143 +1,261 + 304
Net commission income 3,284 2,729 + 555 + 20.3
Gains less losses arising from trading securities (trading profit) 647 560 + 87 + 15.5
General adminisirative expenses 6,882 6,733 + 149 + 2.2
E-commerce expenses 235 — + 235 >+100.0
Balance of other operating income and expenses : 47 84 - 37 - 44.0
Operating profi: 2,265 783 +1,482  >+100.0
Net income from investments 480 1,197 - 7 - 59.9
Amortization of goodwill = 213 205 + 8 + 39
Balance of other income and expenses : arn (245) + 68 + 278
Profit from ordinary activities 2,355 1,530 + 825 + 539
Balance of other extraordinary inconie and expenses (126) (294) + 168 + 571
Net income before taxes 2,229 1,236 + 993 + 80.3
Income taxes 658 355 303 + 854
Net income 1,571 881 690 + 783
Minority interest in net income (128) (115) - 13 - 11.3
Net income adjustad for minority interest 1,443 766 + 677 + 88.4

This pro forma view forms the basis for the comments in Section 5,
Outlook.




Initial consofidation of
Bank Austria

Total assets

Lending volume

Provisions for losses
on loans and advances

Intangible assets

Shareholders’ equity

3. BALANCE SHEET

The addition of Bank Austria to the group of consolidated companies has
had the following effects on key items in the consolidated balance sheet:

Consolidated of which:
balance sheet Bank Austria

2000
in € billions in € billions in %
Placements with, and loans and advances to, other banks 91.4 349 38.2
Loans and advances to customers 424.4 82.5 19.4
Total provisions for losses on loans and advances (12.8) (3.2) (25.2)
Assets held for trading purposes 79.3 14.2 18.0
Investments 109.5 272 24.8
Deposits from other banks 153.2 55.3 36.1
Amounts owed to other depositors 202.1 53.1 26.3
Promissory notes and other liabilities evidenced by paper 261.2 31.3 12.0
Shareholders’ equity 19.6 — —
Total assets 716.5 164.0 22.9

The Bank’s total assets at December 31, 2000 amounted to €716.5 billion,
representing a 42.4% increase on the prior year. The gain resulted primar-
ily from the growth of placements with, and loans and advances to other
banks and customers, as well as assets held for trading purposes and
investments.

The Bank’s lending volume (loans to banks and customers, and bills) rose
to €449.2 hillion, mainly due to the effects of initial consolidation. Of this
amount, municipal loans accounted for €94.1 billion (+ 6.8%), while mort-
gage loans totaled €170.7 billion (+7.1%). The proportion of residential
mortgages declined from 67% to 64%, while the proportion of loans to
trade and industry rose from 33% to 36%.

Total provisions for losses on loans and advances increased 32.0% in
2000, to €12.8 Dbillion, taking into account write-backs and write-offs of
provisions created in earlier years.

The increase in intangible assets can be attributed primarily to goodwill
arising from new acquisitions in 2000. The new goodwill relating to

Bank Austria alone amounts to €2.1 billion. This total accrued at the Bank
in addition to the goodwill of €0.4 billion recorded at source in Bank
Austria plus the €0.1 billion of goodwill arising from Powszechny Bank
Kredytowy (PBK).

The acquisition of the shares in Bank Austria was financed in December
2000 by issuing 114 million new shares from a capital increase. Including
premiums, this resulted in a strengthening of the Bank’s equity base to the
tune of €6.4 billion. Shareholders’ equity disclosed on the balance sheet
increased 57.5%, to €19.6 billion.

Tio
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Liabilities

Risk assets and
market risk position

Core capital and
equity capital

To fund its lending operations, the Bank above all increased amounts

~owed to other banks (up 81.8%) and liabilities evidenced by paper (up

21.9%). Amounts owed to other depositors grew by 41.3%, with the volume
of savings deposits doubling as a result of effects of initial consolidation.

The Bank’s risk assets grew 41.1%, to €324 billion, in 2000, primarily due
to the effects of initial consolidation. Without this factor, the rate of
increase would have bsen 7.1%. The Bank thus achieved its declared goal
of limiting the annual increase in risk assets to 8%, excluding the effects
of initizl consolidation. Market risk positions amounted to €3.8 (1999:
€2.7 billion), of which €0.6 billion resulted from the initial consolidation
of Bank Austria.

During the year cnder review, core capital as per approved annual finan-
cicl staiements increased 45.4%, to €21.3 billion. Equity capital, which
includes both liable equity of €35.9 billion and tier I1I capital of €2.7 bil-
lion, grew 44.5%, 10 €38.5 billion. The core capital ratio compliant with
the German Banking Act totaled 6.6% after 6.4% last year, while the total
equity ratio increased from 10.1% in 1999 to 10.4%. The corresponding
BIS ratios for core capital and total equity were 5.4% and 10.0%, respec-
tively. The Bank cdoes not intend to carry out any capital increases to
finance organic growth. The core capital ratio will increase significantly
through the consolidation of a financial company formed in the first quar-
ter of 2001 to hedge some of the parent bank’s strategic shareholdings
and carry out short-term money market transactions. When this effect is
factored in, the core capital ratio at December 31, 2000 was 7.1% compli-
ant with the German Banking Act, or 5.9% in accordance with BIS rules.

KEY CAPITAL RATIOS COMPLIANT WITH THE
GERMAN BANKING ACT

in %
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4. EVENTS AFTER DECEMBER 31, 2000
Foreign & Colonial In the field of asset management, a new strategic orientation is being im-
plemented involving a pooling of activities. In this respect, the Bank sold
its 90% holding in London-based investment manager Foreign & Colonial.
The sale takes effect in the first quarter of 2001.

Activest Moreover, the Bank intends to manage the operations of Activest Invest-
mentgesellschaft mbH, Activest Luxembourg S.A., allfonds-BKG Asset
Management GmbH and alifonds BKG Investmentgesellschaft mbH under
the common Activest brand in the future. Effective January 1, 2001,
FondsServiceBank was successfully launched as a joint venture linking the
Activest Group and MEAG MUNICH ERGO Asset Management GmbH.

INDEXCHANGE The Bank is looking to establish a new brand for index-based products
in the form of INDEXCHANGE AG, a new wholly-owned subsidiary. The
company has acquired the exclusive license rights for the most important
Deutsche Borse equity indexes for a period of one year at this stage and
has been offering listed index funds — known as exchange-traded funds
(XTF) - linked to the DAX, the EuroStoxx 50 and Stoxx 50 since the begin-
ning of 2001. More funds are slated to be added during the course of the
year.

5. OUTLOOK
The forecasts relating to the future development of HypoVereinsbank rep-
resent best estimates made on the basis of all the information available
to the Bank at the present time. Should the assumptions underlying the
forecasts fail to materialize or risks occur to an extent not envisageable —
as discussed in the Risk Report - it is possible that the actual results will
differ from those currently projected.

Strategic All in all, the general economic outlook for the Bank’s domestic markets in

reerientation 2001 is positive. (The basic macroeconomic conditions in 2001 underlying
HypoVereinsbank’s planning processes are explained in detail in the
section entitled Division Controlling.) The Bank is looking to exploit this
environment by means of intensive, far-reaching strategic measures
aimed at enhancing the profitability of its corporate divisions and hence
also permanently raising its value. The repositioning of the Bank’s corpo-
rate customer activities, which was completed in mid-2000 and which
already resulted in a remarkable turnaround last year, is expected to bear
considerable fruit over the next few years. In operations involving private
customers and professionals, the Bank is investing heavily in adjusting its
retail business to the changing conditions in the market. In the autumn
of 2000, HypoVereinsbank became the first major German bank to open
up its multi-optional distribution channels for the active marketing of
third-party offerings. The aim behind this significant strategic move is to
purposely enhance the Bank’s competitive position in this segment. Fur-
thermore, the strategic reorientation of asset management activities is
expected to yield a lasting boost to profitability.




"Qur acceunting and controlling systems
are becoming increasingly complex not
least due to the constantly rising demands
of both the bank watchdogs and the capi-
tal markets. The prime objective for our
systems of control is to boost shareholder
value. Wz insist on an very high level of
transparency. o Cr. Walfgang Sprissler

[n the course o7 last year, the Bank launched its Real Estate Lead Compe-
sence strategic initiative with a view to stretching its'market and compe-
tence leadership in real estate financing on the European marketplace. To
accompany the start of operations under the program, HypoVereinsbank
will pool its real estate financing activities in a new real estate bank in
“two steps. The new institution will operate as a mortgage bank offering
both retail and mortgage banking services, and have a presence in all
important financial centers in Western and Eastern Europe as well as in
Real Estate the United States. In the first stage, Niirnberger Hypothekenbank AG and
ead Competence Siiddeutsche Bodancreditbank AG will be absorbed into Bayerische Han-
delsbank AG before the end of 2001. The real estate financing business of
the parent bank will then follow in 2002. The new real estate bank will
use all available methods of securitization and syndication to optimize its
portfolio and reduce the amount of tied-up equity capital. The products
— and services of real estate investment banking will give the Bank’s cus-
1‘ tomers a clear added velue beyond that of traditional financing. HypoVer-
einsbank is rapidly expanding its presence in attractive international
‘markets with a view to accelerating the growth of its increasingly impor-
tant operations abroad.

New management In addition to these measures on the operational side, HypoVereinsbank

philosophy has al:gned the tnderlying principles for steering the Bank more consis-
tently with the Bank of the Regions strategy. Alongside the existing seg-
ment-based divisional approach, the new management philosophy now
calls for the Group board to assume regional, institution-based responsi-
bility for operating results. To this end, the Group Board is to set the basic
parameters for the respective company as a whole together with divisional
structure guidelines for the locally controlled banks — meaning at this
stage the Bank Austria Group, Vereins- und Westbank, the domestic mort-
gage banking subsidiaries, and the newly formed real estate bank. At the
same time, the managing directors of the subsidiaries will be kept more
accountable for the targeted overall results. The new management con-
cept is intended to foster and support local entrepreneurialism at the
same time as boosting the Bank’s impact on the marketplace.




Initial consolidation

Operating revenues

Provisions for losses on
loans and advances

General administrative
expenses

Extraordinary
transactions

Net income

In 2001 the effects of initial consolidation will have a strong impact on

all income and expense items, since the consolidated income statement
for 2000 had to include Bank Austria only for the period following the
acquisition at the beginning of December. All income and expenses, along
with the corresponding amortization of goodwill, will be included in full
in the consolidated income statement in 2001, however. This will result in
very high rates of increase for almost all income and expense items. To
derive economically meaningful statements on the actual profit trends

of the Bank, HypoVereinsbank has based its planning for 2001 on the fig-
ures that would have resulted in 2000 if Bank Austria had been part of
HypoVereinsbank from the beginning of the year onwards. The Bank has
prepared pro forma financial statements for the year 2000 (see Section 2,
Income Statement).

The Bank is aiming to achieve significant overall growth in operating
revenues (net interest income, net commission income, trading profit and
balance of other operating income and expenses) as compared with the
pro-forma financial statements for 2000. Net interest income will suffer
from the cyclical downturn in the lending business and from higher
expenses on the deposit-taking side than in the prior year. On the whole,
however, the Bank is expecting a slight increase compared with the prior
year. Net commission income is starting from a high underlying base due
to the strong performance of the stockmarket in the first half of 2000.
Despite this, the Bank is optimistic of the dynamic upward trend persist-
ing and of again achieving double-digit growth. The budgeted figures
indicate that net income on financial operations will beat the prior year
total. The Bank will book a considerable tax-free gain from the sale of @
its holding in Foreign & Colonial under other operating income. .-

Provisions for losses on loans and advances are advances to fall slightly
compared with last year.

- General administrative expenses are being pushed upwards by factors like

the integration of Bank Austria, the measures taken in conjunction with
the Real Estate Lead Competence project, and the planned expansion of
corporate finance and treasury operations. Moreover, the Bank expects .
the introduction of the single European currency to cost tens of millions of
euros. Consequently, the cost-income ratio will mark time at around the
level of last year.

The income statement for 2001 will benefit from the fact that no more
expenses will accrue as a result of the merger of the former Vereinshank
and the former HYPO-BANK.

Allin all, given the projected developments for 2001 described here, the
Bank expects to be able to report a tangible increase in net income, allow-
ing us to pay an attractive dividend and again strengthen reserves, thus
bolstering its capital base.




Groupwide
management system

Il. RISK REPORT

1. OVERALL RISK CONTROL AND RISK MANAGEMENT SYSTEM
‘The conscious ergagement in financial risks with the aim to exploit market

opportunities lies at the heart of modern banking. Under the twin effects
of intensifying global competition and technological advances, profit mar-
gins in this business can be expected to narrow even further. In an answer
to these trends, and to the ever more stringent regulatory requirements,
HypoVereinsbank has instituted a Groupwide risk management system
which can be described as a continuous feedback loop uniting the elements

of strategy, planring, management and monitoring. This system will also
cover the Bank Austria Group in the future.

Risk managemert in our operating businesses is the task of our corporate
divisions, whereas monitoring functions are performed by independent
organizational units. This separation of functions is firmly embedded in
the Bank’s organization

A very important function of our risk management system consists in the
timely identification of risks and the analysis of their causes and effects.

We limit our risks by means of risk policy guidelines and strict limit struc-
tures, both of which are dictated by the Bank’s Board of Managing
Directors. Working on this basis, Risk Control and Group Audit conduct
extensive risk monitorinrg activities. Influencing risk positions for pur-
poses of portfolio management with the goal of optimizing the risk-return
ratio is the task of the local risk management units of the corporate divi-
sions. They perform this work on the basis of specific risk principles and
ongoing risk analyses.
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Group Risk Control
HypoVereinsbank’s Group Risk Control reports directly to the managing
director responsible for accounting, audit and risk control. As a neutral,
independent unit, it is primarily responsible for the following functions:
-ongoing, independent risk measurement and monitoring of all risk types;
~responsibility for methods and methodology, including the development
and continuing improvement of suitable models for measuring risks;
-regular reporting to the Board of Managing Directors;
- Groupwide risk capital allocation and risk aggregation; and
—implementation of uniform, consistent risk control standards throughout
the Group.

Group Risk Control is supported by the local risk controllers in the foreign
branches and subsidiaries, over whom the central Group unit exercises
functional authority.

With respect to organizatiohal and functional criteria, HypoVereinsbank'’s
risk control set-up completely complies with the increasingly stringent
legal and regulatory requirements.

Local risk management

The local risk management units in the corporate divisions are respon-
sible for risk management by employing modern portfolio management
methods. The purpose of these methods, applied within the limits of

the powers delegated by the Board of Managing Directors, is to diversify
and optimize portfolios with respect to risk and return while consciously
limiting portfolio concentrations. This work is performed on the basis of ,
close cooperation and continuous information exchanges between the Risk ﬁ}g
Control unit and Risk Management units. The interaction of these two
functions produces valuable insights into ways of increasing profitability,
both in individual customer transactions and/or an entire business sector.

Group Audit
In January 2000, the German Federal Banking Supervisory Office issued

new minimum standards (“Mal”) geared to be complied with by internal
audit divisions. Under the new rules, all operational and business
processes must be audited at least every three years - if useful or appro-
priate — and all these processes subject to especially high levels of risk
must be audited at least once a year. Group Audit further improved its
already high standard of quality and effectiveness by executing a number
of projects related, in particular, to audit documentation and the follow-up
control of actions undertaken to rectify problems.




Enhancing

shareholder value
through targeted
capital allocation

]

Group Audit’s activities aim to prevent losses for the Bank and its cus-
tomers. As an independent organizational unit, Group Audit reports
directly to the Board of Managing Directors. It is structured in line with
the divisional crganization of the HVB Group. Group Audit primarily per-
forms the internal audit function at the parent bank. It additionally acts
in various layers for Group subsidiaries. Its duties range from a control-
ling and advisory function based on a standardized system of reporting
through to complete exacution of the subsidiaries internal audit function.
Group Audit is tasked with ensuring a uniform standard of auditing
Groupwide. The audit policy, which was revised in 2000, fulfills all applic-
able regulatory requirements to the full extent.

The Bank’s risk-oriented audit methods are designed to promote the accu-
rate, on-site assessment of risks, based on the results of prior audits and
special investigations, as well as current analysis of computerized reports
and the like. The spectrum of audit methods encompasses individual case
audits, process audits and system audits.

The audit methods are continuously adapted to reflect changes occurring
in the group and evolving market standards. Audits are planned on the
basis of audit cycles, scheduled in accordance with the level of risk inher-
ent in each businass activity and with previous audit results.

.OVERALL BANK MANAGEMENT

Active management of capital resources

We aim to expleit market opportunities and achieve competitive advan-
tages that will enable us to enhance the shareholder value of our Bank
by allocating our capital resources on the basis of a carefully considered,
closely monitored strategy. Consequently, our internal management
system is focused on two key elements: regulatory (or tied core) capital
and risk capital.

Both resources are expected to yield a certain return, which is derived
from tine expectations the capital markets have for our Bank. The return
on capital is expected 10 be earned by the Bank’s business units in propor-
tion to their respective capital usage.
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a) Tied core capital

The amount of regulatory capital required to back the operations of the
Bank’s individual divisions and subsidiaries is determined in accordance
with the rules of Principle I, Section 10 of the German Banking Act.

For this purpose, however, we do not apply the minimum capital backing
of 4.4% stipulated by the German Banking Act (including unrealized
reserves), but a rate of 5.4%, thereby creating a core capital cushion. In
calculating the regulatory capital for market risks, we incorporate an
analogous core capital cushion.

b) Risk capital
Risk types We define the following types of risk for the purposes of our risk control

and management program:
—Credit risk
- Liquidity risk
—Market risk
—Operational risk
- Business risk
—Risks arising from the Bank’s own real estate portfolio
~Risks arising from the Bank’s shareholdings/financial investments
—Strategic risk

Uniform ‘ We measure all risks (unexpected losses) by employing a 99%-tail end
auantification of risk value-at-risk measure. This method is consistently used throughout the
bank for all risk types except liquidity and strategic risks.

Based on this consistent quantification, we assign risk capital to cover
these risks by calculating the amounts required for capital allocation pur-
poses uniformly for a one-year period. The required risk capital is deter-
mined for each corporate division and subsidiary and is being assigned to
them. Group Risk Control, in close consultation with the business units,
determines the projected risk capital requirements on the basis of up-to-
date risk measurements. Capital allocated is adopted by the Group Board
of Managing Directors as part of the annual planning process. In this
manner, risk considerations are firmly anchored in the Bank’s internal
management system.

RISK CAPITAL
AFTER PORTFOLIO EFFECTS*
AT DECEMBER 31, 2000

|
Broken down by risk type, in % Broken down by parent bank
and subsidiaries, in %

Market risk 23 / N //
Credit risk 38 [ ““\ / \_Group subsidiaries 37
Operational risk 17 ‘ | i Parent bank 63
Business risk 14 i |
Risk of the Bank's own / \
real estate 8 / Y
/’ N\ .
h d
N .. ’/‘
/ \\w
* Excluding risks arising from * Excluding risks arising from
shareholdings/financial investments; shareholdings/financial investments;
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Group risk capital

Capital adequacy
ratios

We also monitor liquidity risk on a continuous basis, but do not provide
separate risk cepital coverage for this purpose. These risks are either con-
tained in the market risks or they are controlled by means of other instru-
ments. Strategic risks, such as the impact of the Internet and e-commerce
on the banking industry, are handled by special project teams and managed
by way of active, dynamic business policies within the framework of our
general strategic goals.

The overall risk capital of the HypoVereinsbank Group is established by
aggregating the risk capital figures for each risk class and allowing for
risk-reducing portfolio effects (diversification effects). As of year-end 2000,
the Bank’s entire risk capital (including risks of shareholdings/investments)
amounted to only slightly less than one third of the capital cushion to
cover its risks. This capital cushion consists of shareholders’ equity, undis-
closed reserves and average retained earnings.

Capital managerient in lize with statutory capital rules
To manage the Bank’s regulatory capital, we apply three capital adequacy
ratios, for which we have established minimum values. These are:

—core capital ratio {ratio of core capital actually available to minimum
regulatory core capital);

—equity capital ratio (ratio of liable capital to risk assets); and

—total equity ratio (ratio of total equity to the sum of risk assets and market
risk positions weighted by a factor of 12.5).

RISK CAPITAL
AFTER PORTFOLIO EFFECTS*
AT DECEMBER 31, 2000

Brcken down by corporate division,
in %

Private Customers and Professionals 29 \
Corporate Customers 23

Real Estate Workout 1 : /
Asset Management 2 ’ .
International Markeis 14 I
Real Estate Finance and Real Estate Customers 17 V'

Cther 14 §

* Excluding risks arising from
shareholdings/financial investments;
exc:uding the Bank Austria Group




Since both the risks calculated for meeting regulatory requirements and
the Bank’s capital itself are subject to volatility (fluctuation of market risk
positions, risk assets, change in revaluation reserves due to market
conditions), the three above-mentioned ratios are calculated for planning
purposes by applying a volatility discount, fully accepting the possibility
that the ratios could circumstantially exceed the target levels significantly.

To determine the appropriate capital funding, we have essentially defined
the following process:

-In addition to a multi-year plan, for purposes of Principle I of the German
bank regulatory requirements and the necessary Bank for International
Settlements (BIS) reports, we also prepare a rolling four-quarter plan to
supplement the monthly reporting for Principle I and the quarterly report-
ing of the BIS ratios.

—Reports on the actual ratios and significant related effects are submitted
every month to a committee of the Board of Managing Directors (Market
Risk and Asset Liability Committee). The committee takes appropriate
action if the actual ratios deviate significantly from plan.

3.RISK MONITORING AND CONTROLLING
The Bank’s risks are subject to an institutionalized organizational struc-
ture featuring processes and responsibilities as well as specific measure-
ment procedures and systems.

a) Credit risk

Credit risk is defined as potential losses arising from a customer default

or loss of credit rating. Such risks include loan default risk, counterparty '
risk, and country risk. ’ng

Presentation of credit risk in the consolidated financial statements
Loan default risk is defined as the potential losses arising from commer-
cial lending operations.

Loan-loss provision We created a total loan-loss provision of €1,204 million for these risks in
2000 (including the Bank Austria Group on a pro rata basis). Of this
amount, €377 million relates to Corporate Customers, €290 million to
Private Customers and Professionals, €561 million to Real Estate Finance
and Real Estate Customers, and €1 million to International Markets; with
respect to Real Estate Workout, we reversed loan-loss provisions in the
amount of €33 million. (The total provisions for losses on loans and
advances shown in the income statement, including reversals of country-
specific provisions, amount to €1,186 million).




The mission of the Real Estate Workout division is to reduce its entire port-
folio as quickly as possible. at the best possible terms, and to avoid addi-
tional losses by instituting special risk management structures. In 2000,
we pared the volume back an aggregate of €1.7 billion, and are currently
engaged in negotiations on the subject of further property sales aimed at
cutting the remaining total. To date, the loan-loess provisiens taken on the
real estate workout portfolio amount to €3.3 billion, corresponding to a
provision rate of around 40%.

Country risk Country risk is defined &s the transfer and conversion risk resulting from
finance facilities maturing in more than one year and non-performing
commercial loans maturing in less than one year, net of collateral in both
cases. We do not create provisions for new loans to countries which are a
regional comporient of our strategic business sectors and are not experi-
encing payment difficulties.

The situation of our country risks did not change significantly in 2000
compared to the previous year. New risks requiring provisions did not
arise last year. The loan volume subject to risk declined by €220 million last
year, to €252 million, this development being mainly due to the reschedul-
ing of loans to Russia, the write-off of unrecoverable loans charged to
loan-loss provisicns and the repayment of loans.

Tae total volume of the Group’s country risk provisions decreased €121 mil-
lion to €186 million. Of this amount, €110 million relate to write-offs
(without effect on the income statement) and €18 million to the changes in
provisions, the proceeds of which are recognized in the income statement.
The numbers for the Bank Austria Group are not included in these
figures, as this Group establishes specific loan-loss provisions to cover
acute country risks.

After accounting for write-downs taken on the lending portfolio, the total
volume of loan-loss provisions increased €3.1 billion to €12.8 billion in
2000 (£3.2 billion of which relates to the initial consolidation of the Bank
Austria Group). With these steps, we have adequately provided for all
risks inherent in our lending operations. The methods used to value our
loan receivables are described in the notes to the financial statements.

Counterparty risk Counterparty risk is defined as the potential losses arising from the
default or deterioration of credit rating of a customer with whom we have
engaged in OTC derivatives transactions involving interest rates, foreign
currencies, equities and indexes outstanding at year-end. These trans-
actions are mainly concluded for hedging trading positions against fluc-
tuations in interest rates, foreign exchange rates or market prices. They
also serve to provide cover for on- and off-balance sheet items within
asset/liability menagerment. 7
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Credit derivatives

At year-end 2000, the notional amounts of derivative transactions totaled
€1,975 billion. This figure includes the data for the Bank Austria Group
for the first time. The previous-year comparison values were determined
by aggregating the transactions of both banking groups.

Of the total volume of derivatives, €1,578 billion relates to interest rate
derivatives (79.9%), €351 billion to foreign exchange derivatives (17.8%),
and €46 billion to equity/index derivatives (2.3%). In terms of remaining
maturity, the largest part of the derivatives volume belong to the shortest
time bucket (due within one year). The derivatives traded on futures and
options exchanges account for 4.1% of the total volume. This comparatively
low proportion can be attributed among other reasons to the fact that the
risks associated with exchange-traded derivatives can be neutralized by
liquidating the contracts (reducing the overall volume), whereas in the 0TC
business, it is generally necessary to establish an offsetting position
(increasing the volume).

The notional volume in itself does not provide a suitable basis for drawing
conclusions about the risk inherent in our derivatives business. Gross
replacement values for OTC transactions serve as a useful indicator to
quantify the values actually at risk. These are computed under the marked-
to-market method as the sum of all positive market prices, ignoring
risk-reducing netting agreements and individual credit weightings. Based
on this definition, the maximum risk of default was €31.5 billion, or 1.6%
of the total notional volume outstanding, at the end of 2000. This value
does, however, represent a worst-case scenario for counterparty risk, as
it assumes that all counterparties would default simultaneously and no
risk-reducing netting agreements would have been concluded. Taking

into account the risk-reducing effects of existing netting agreements, the
risk of default falls by €12.8 billion at the end of 2000. Additionally, the
recognition of collateral for OTC transactions leads to a further reduction
of counterparty risk; at the end of 2000, this effect amounted to approxi-
mately €0.7 billion.

OECD governments, banks and financial institutions, which are rated first-
class borrowers, account for 90.0% (1999: 89.2%) of the counterparty risk
before netting.

Compliant with Principle I of the relevant banking supervisory regulations,
the counterparty risk on derivative financial instruments classified as
trading and banking book totaled €24.2 billion, after netting and collateral
collected, at the end of 2000; weighted by credit rating (credit equivalent),
the corresponding figure was €6.5 billion.

The rising need for instruments to manage credit risks has fostered the
development of so-called credit derivatives. These vehicles make it possible
to trade and hedge credit risks without altering the original credit rela-
tionships. This product group consists of three basic types: credit default
swaps, total return swaps and credit-linked notes. The risk-hedging func-
tion is accomplished by means of compensatory payments, which in the
case of the credit default swap and the credit-linked note depend on a cer-
tain credit event, or in the case of total return swaps, on a possible loss in
market value. In the case of a credit-linked note, the credit risk is secured
by means of a cash deposit, which is not the case for credit default swaps.




Unlike pure derivatives, credit-linked notes contain a securities element
alongside the derivative hedging component. This explains why such
instruments have a market value far closer to the notional value than in
the case of pure derivatives. Credit-linked notes issued — where the Bank
is the protectior buyer - are shown as a negative market value in line with
the liability nature of the note.

The contract volume resulting from credit derivatives, the market values
and the various types of reference assets are presented for the first time
in the two tables appearing below (including the Bank Austria Group).
This presentation is compliant with the disclosure recommendations of
national and international experts (including the Association of German
Banks and the Bank for International Settlements).

DERIVATIMES VOLEME

in millions of € Notional amount Counterparty risk
Remaining maturity Total Total
less thar: 1 to more than 2000 1999 2000 1999
1 year 5 years 5 years
Interest rate derivatives 735,217 497427 345,818 1,578,462 1,423,682 18,546 14,857
0TC products )
FRAS 179.893 9,066 — 188,959 354,621 149 307
Single currenry swaps 449,619 399,848 322,346 1,162,813 878,128 17,662 13,644
Interest rate cptions T
- purchased 18,680 36,063 11,901 66,644 49,991 732 894
- written 29,362 39,259 11,570 80,191 59,019 — —
Other interest rate derivaiives 3,885 110 1 3,996 990 3 12
Exchange-traded products o
Interest rate fitures 45,681 12,127 — 57,808 75,917 — —
Interest rate options 17.097 954 — 18,051 5,016 — —
Foreign exchang= derivatives 252295 49,453 8,739 350,487 381,171 10,806 10,785
OTC products
Foreign exchange forwards’™ 251385 22,171 272 273,828 301,161 8,423 8,335
Cross-currency swaps 12.079 26,604 8,376 47,059 39,024 1,951 2,081
Foreign exchange options”
- purchased 14,515 247 — 14,762 20,189 432 369
~ written 14.316 431 91 14,838 20,797 — —

Other foreign exchange contracts* — — — — — —

Exchange-traded products

Foreign exchange futuras — — — — — _

Foreign exchange options — — — — — —

~

Equity/index derivatives 9,091 35,751 868 45,710 43,931 2,149 2,288
OTC products
Equity/index swaps ~— — — — — — —
Equity/index opsions
~ purchased 1,528 14,786 122 16,436 17,093 2,149 2,279
- written A 1,438 12,877 648 14,963 14,849 — —
Other equity/index derivatives 1,024 8,048 98 9,170 7,547 — 9
Exchange-traded products
Equity/index futures 2,317 — — 2,317 1,989 — —
Equity/index ontions 2,784 40 — 2,824 2.453 — —
Total 1,036,503 582,631 355,425 1,974,659 1,848,784 31,501 27,930




COUNTERPARTY TYPE

Counterparty risk

2000 1999 2000 1999

Structure  Structure

€ millions € millions in % in %

OECD governments 115 119 0.4 0.4
OECD banks 26,889 22,777 85.3 81.6
OECD financial institutions 1,366 2,015 4.3 7.2
Non-0ECD governments 23 9 0.1 0.0
Non-0ECD banks 305 142 1.0 0.5
Non-0ECD financial institutions 2 — 0.0 —
Other companies and private individuals 2,801 2,868 8.9 10.3
Total 31,501 27,930 100.0 100.0

CREDIT DERIVATIVES

in millions of €

Contract volume by remaining maturity

less than 1 1to5 morethan Total Fair
year years 5 years value
Banking book 1,128 161 1,518 2,807 (32)

- Protection buyer
Credit default swaps 1,128 161 1,445 2,734 3)
Total return swaps — — — — —
Credit-linked notes — — 51 51 (51)
Other — — — — —

- Protection seller
Credit default swaps — — — — —
Total return swaps — — — — —
Credit-linked notes — — 22 22 22
Other — — — — —_
Trading book 3,124 6,796 1,456 11,376 (109)

- Protection buyer
Credit default swaps 748 4,271 844 5,863 308
Total return swaps 1,908 326 — 2,234 4
Credit-linked notes — — 423 423 (422)
Other — — — — —

- Protection seller
Credit default swaps 468 2,199 189 2,856 1
Total return swaps — — — — —
Credit-linked notes — — — — —
Other — — — — —
Total 4,252 6,957 2,974 14,183 (141)
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Monitoring and control of credit risk
To monitor and control cur credit risk, we apply backtesting analyses to
compare calculated risks with experienced defaults while also analyzing

~ the potential risks inherent in our portfolio at a given closing date. Quanti-
fying these risks is the central challenge facing modern risk control and is
also the subject of specific adjustments to the capital adequacy rules being
developed by the Basle Committee.

Regulatory The goal of reforming these regulations governing credit risk is to intro-

developments duce a greater level of risk differentiation than is possible under the
‘current capital adequacy rules. The pending reform will effectively blend
regulatory and economic considerations. In a first stage, credit quality
classifications will be applied as the differentiating criterion, and it
appears likely that internal credit ratings will also be accepted, in addition
to the external ratings assigned by rating agencies (so-called internal
ratings-based approach). Over the medium to long term, it can be
expected that internal risk models will also be admitted for this purpose
as well, as they already are for market risks. After all, the level of credit
risk inherent in a given portfolio is determined not only by the credit
quality (i.e., default probability) of the individual borrowers, but also,
to a significant degree, by the level of diversification, i.e., the extent of
existing portfolio concentrations, which can be incorporated into the
risk measurement only by means of a portfolio model.

Regardless of whether internal risk models or the internal ratings-based

approach of the Basle Committee are eventually applied, it is vitally im-
g— portant for us to reliably assess the default probabilities of our customers.
13‘?} For this reason, we have been paying special attention to refining our
o credit guality analysis instruments.

REFERENCE ASSE®S - . .-,

in millions of € Contract volume

Credit default Total return Credit-linked Total

swaps swaps notes

Public bonds 6,472 1,781 413 8,666
Corporate bonds 2,099 — — 2,099
Equity 211 399 — 610
Other . 2,671 54 83 2,808
Total 11,453 2,234 496 14,183




Credit analysis

Internal
credit risk model

The tools we use differ in content and structure according to the amount
and complexity of the lending exposure being investigated. In addition, we
maintain a number of special credit rating instruments tailored to specific
industry sectors or financing forms, such as property developers, project
finance, etc. As a result of this credit analysis, we assign customers to a
credit rating corresponding to the customer’s empirically measured default
probability. With the aid of these default probabilities, we can correlate
our internal ratings with the external ratings issued by rating agencies.

We employ a number of measures to ensure a robust quality of our inter-
nal ratings. Firstly, credit scores are evaluated jointly by the customer
relationship manager and the lending specialist. In addition, the quality
management units of the corporate divisions and Internal Audit perform
ongoing quality checks of individual cases. Furthermore, Group Risk
Control oversees the consistency of the methods applied and empirically
evaluates the probabilities of default of each individual credit rating.

We have employed an internal credit risk model since 1997 to quantify
and assess the parent bank’s global loan book default and counterparty
exposures. This self-developed model presents the advantage that its
methodology and parameterization are precisely suited to our portfolio.
Because it is our own, we can refine this model at any time to incorporate
the advances being made in this still young and emerging discipline.

BREAKDOWN OF LOAN DEFAULT
AND COUNTERPARTY RISK BY
CORPORATE DIVISION

Expected loss in % Value-at-risk in %

Corporate Customers 39.0

/ Real Estate Finance and Real Estate Customers 21.0

Private Customers and Professionals 26.1 f i i Corporate Customers 46.0

International Markets 1.2

© Private Customers and Professionals 17.3

Real Estate Workout 5.7

/ International Markets 3.9

Real Estate Finance and Real Estate Customers 193\

,/ Real Estate Workout 2.8

Other 8.7

Other 9.0




Expected loss and
credit value-at-risk

For purposes of credit risk measurement, a distinction is drawn between
the expected loss and the credit value-at-risk (or unexpected loss). The
expected loss quantifies the average losses expected on the current port-
folio over the next twelve months, which are then factored into the pricing
of our products in the form of standard risk costs. A number of inputs are
needed to calculate the expected loss, including the current default proba-
bility (derived fromn the customer’s credit rating), the exposure at default,
the value of existing collateral, and the loss given default. The default
probabilities anc the losses given default are determined empirically from
our default histories, and updated annually.

The credit value-at-risk (urexpected loss) provides information about the
maximum negative deviation of the possible loss from the expected loss
(99% probability) within or:e year and is backed by risk capital as a safety
cushion. When measuring the credit value-at-risk, our internal credit

risk model employs simulazion methods to explore numerous possible
macroeconomic scenarios and assess their impact on the level of possible
losses. This approach is also conducive to stress-testing, a prerequisite
for the acceptance of interral risk models by the regulatory authorities for
purposes of measuring market risk.

The charts on pages 135-137 show the expected losses and the credit
value-at-risk of the parent bank portfolio, broken down by corporate divi-
sion, credit class and industry sector:

BREAKDOWN OF CREDIT RISK
BY CREDIT RATING

in %

30 7 Expected loss
r 3 Value-at-risk




Year-on-year
development of risk

The year-on-year comparison of both risk indicators (expected loss and
value-at-risk) as well as the risk breakdown by industry sector indicate the
improvement in risk management achieved last year as we applied these
modern risk management tools to streamline our real estate exposures.
The positive results of the efforts to sell suitable portfolio holdings at the
best possible terms and of the specialized risk management work carried
out in the Real Estate Workout division are reflected in the considerably
lower percentage share of the Bank’s total risk contributed by this business
sector.

In 2000, there were no significant changes in the breakdown of the
Bank’s portfolio broken down by credit rating.

The internal credit risk model we employ for analyzing these risks on the
portfolio level also enables us to measure credit risks on much more spe-
cific levels, all the way down to the individual transaction. Such detailed
analyses generate valuable insights into ways of improving risk manage-
ment and control. As part of the Groupwide harmonization of information
systems, this model’s database will gradually be extended to include the
Group’s risk-carrying subsidiaries.

By employing such a sophisticated internal credit risk model, we are
preparing for the following steps of regulatory capital requirements. The
expertise and experience acquired in this process, along with the data
histories collected, are already useful today as they create the conditions
for the regulatory approval of the internal ratings-based approach
expected soon.

BREAKDOWN OF CREDIT RISK BY INDUSTRY SECTOR

in % Share of Share of
expected loss value-at-risk
Sector
Automaotive 2.6 3.2
Banks 1.7 2.4
Construction 25.9 29.5
Chemicals 2.5 3.2
Services 12.4 11.9
IT 1.1 1.1
Electrical engineering 3.2 4.9
Consumer goods 2.9 3.0
Mechanical engineering 2.6 2.8
Food processing 4.2 3.8
Public authorities 0.6 0.5
Public agencies 0.3 0.4
Paper 1.4 1.5
Other financial service providers 4.3 6.6
Steel 1.3 1.7
Textiles 1.7 1.6
Transportation 2.4 2.7
Utilities 6.6 73
Other sectors 10.9 8.8
[ndividuals 11.4 31
Totals 100.0 100.0




Country risks

We alsc apply a portfolio-based approach to quantify potential country
risks in our current portfolios. The analysis of portfolio effects is especially
important for country risk measurement, because country portfolios are
poorly diversified by their nature due to the relatively low number of
available countries.

The default risk of each country is classified by assigning a country rating.
The rating classes, developed by the specialists of our economic research
team, are determined on the basis of quantitative analysis of macroeco-
nomic indicators, as well as qualitative assessments of political factors and
other considerations. A default probability has been empirically deter-
mined for each rating class.

By combining the default probabilities, or their volatilities, with the coun-
fry exposures and deducting any risk-reducing collateral, we can analyti-
cally determine the expected loss and the value-at-risk for each country.
Upon computing the latter, we account for default correlation effects
among the individual countries. We also account for correlations between
borrowers’ defaults and countries’ defaults. The tables on pages 138-139
show the breakdown of our country portfolio (parent bank and sub-
sidiaries conducting business under HVB limits, as well as BPH, vuw and
SKWB Schoellerbank) by region and credit rating. Another table lists the
top ten countries by volume and by risk.

 COUNTRY EXPOSURE* AND, COUNTRY VALUE-AT-RISK BY REGION

in % Share of exposure  Share of value-at-risk
Region .

Africa 2.0 8.5
Asia/Pacific 15.7 30.3
Ceniral and South America 6.4 24.8
Norih America 14.8 0
Western Europe 52.7 1.5
Eastern Europe 8.4 34.9
"Total 100.0 100.0

COURNTRY EXPOSURE* AND:- COUNTRY VALUE-AT-RISK BY CREDIT RATING

in % Share of exposure  Share of value-at-risk

Credit class

Credit 1 70.2 0
Credit 2 3.4 2.6
Credit 3 6.8 10.6
Credit 4 7.0 17.2
Credit 5 3.2 10.6
Credit 6 0.7 2.5
Credit 7 5.3 26.5
Credit 8 3.4 30.0
Total 100.0 100.0

*net of collateral




Limit system

Application of results

With regard to the country exposure and the value-at-risk, the year-to-
year comparison shows only minor shifts among the credit ratings. Only
the trend towards a slightly more negative assessment of individual coun-
tries in South America during the final quarter of 2000 caused a signifi-
cant shift among the various groupings, effecting the increase of the
exposure and value-at-risk in credit rating 7.

As a key element of our risk control and management program, we

~ employ limit systems to prevent the unintended and uncontrolled increase

of our risk positions. Rules governing the use of these systems, including
the relevant escalation and disciplinary mechanisms, are stipulated in the
corresponding systems, instructions, and standard operating procedures.
Limit compliance is monitored by the local lending units for loan default
risks, and by Group Risk Control for counterparty and country risks.

The results of the credit risk measurement process described above are
incorporated into the strategic and operational management process to
ensure that both income and risk are given equal consideration. Conceived
as a continuous feedback loop, the management and control system starts
with the annual capital allocation process, as part of the annual planning
cycle, on the basis of earnings-to-risk ratios. Risk measurements provide
the basis for effective work on the part of the portfolio management units
in the corporate divisions, which are making increasing use of modern
structuring instruments as a means of actively optimizing the composition
of their portfolios. We employ preliminary costing models to calculate
risk-adjusted margins, and accordingly fair pricing, of the Bank’s new
business to apply the insights gained from our management and control
system down to the level of individual transactions.

TOP TEN COUNTRIES BY EXPOSURE*
(EXCLUDING COUNTRIES OF CREDIT RATING 1)

in % Share of exposure
Country

South Korea 3.0
Greece 2.3
Russia 2.0
Turkey 1.9
Brazil 1.6
Argentina 1.5
Poland 1.4
Mexico 1.3
South Africa 1.2
Malaysia 1.2

Total 17.4
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Developments in 2CJ1

Liquidity principle

Our development work in 2001 will focus mainly on the necessary prepa-
rations for integrating other group subsidiaries into the credit risk mea-
surement systeni. In support of this process, we are developing a state-
of-the art, uniform data platform for all subsidiaries. In addition, we are
continuing our efforts to integrate country risk measurements into the
credit risk model, with the ultimate goal of producing a single, completely
integrated system that takes account of all existing portfolio effects. Finally,
we will work on continuously improving the methodology and parameteri-
zation of our mocels, thereby refining the Group’s program for managing
and controlling credit risks as a means of improving earnings-to-risk
ratios, thereby enhancing shareholder value.

b) Liquidity risk

Liquidity risk is managed locally for the subsidiaries and-centrally for the
parent bank with strict attention paid to ensuring compliance with regula-
tory requiremen:s. Monitoring liquidity is part of the market risk control
system. The overriding goal of our liquidity management system is to
guarantee the Bank’s ability to meet its payment obligations at all times.
To this end, we employ a number of powerful control instruments allow-
ing us io respond quickly to market changes. An interdepartmental com-
mittee adopts the core principles of the liquidity management program
and directs ongoing projects. The committee reports regularly on these
actions - and on the Bank’s current liquidity and funding situation - to a
committee of the Board of Managing Directors.

Licuidity risk in the narrower sense

Day-to-day liquidity management intended to assure the Bank’s ability to
make payments at all times (liquidity risk in the narrower sense) is per-
formed both by cur Group clearing office in Munich and by local units in
the corresponding foreign offices. A shared information platform serves
to optimize liquidity flows within the Group.

HypoVereinsbank’s healthy liquidity situation is reflected in the relevant
ratio for Liquidity Principle 11, which for the parent bank was 1.4 as of
December 31, 2040, substantially higher than the required minimum value
of one. According to the definition of Liquidity Principle I, the funds avail-
able to the Bank exceeded its payment obligations by €34 billion for the
following month. The Bank maintained a funds surplus of at least €20 bil-
lion at all times throughout the year. We continuously monitor the trend
of this liquidity indicator. including our foreign subsidiaries, and actively
manage it by ass:gning minimum variance targets. The liquidity indicators
“or the domestic Group subsidiaries are locally managed and centrally
monitored. -




Broad funding basis

Quantification

HypoVereinsbhank has sufficient access to short-term liquidity in the
money markets, where we work with a number of banks and institutional
customers with strong credit ratings. In addition, HypoVereinsbank main-
tains extensive liquidity reserves that can be activated in conjunction with
the monetary policy operations of the European System of Central Banks.
Day-to-day liquidity management is supported by a wide range of control
instruments, including a continuously updated liquidity forecast.

Funding risk
We enjoy the advantages of a broad funding basis and excellent product

placement capabilities aligned to our strategy of diversifying into various
markets, customer groups, and products. These advantages provide us
with a secure source of funding for our lending operations and limit the
increase in funding costs even under difficult market conditions. With
their high credit quality and liquidity, our mortgage-bonds (“Pfandbriefe”)
continue to be our most important funding instrument. The continuing
expansion of our securitization activities will widen the range of funding
possibilities available to us even further.

We manage the Bank’s funding structure, and optimize it continuously
with respect to costs, on the basis of detailed planning and clearly defined
targets.

Market liquidity risk

Market liquidity risk is managed by placing strict limitations on those
markets which can be included within the individual trading portfolios. In
addition, we limit the percentage of individual risks as components of
portfolios in these markets. We conduct stress tests to determine the risk
potential represented by liquidity risks for selected scenarios, and estab-
lish stress limits to contain the maximum loss potential.

c) Market risk

Market risk is defined as the potential loss arising from an adverse change
in the prices of our positions in financial markets. Not only do we calcu-
late this risk in the trading book, but we apply the same standards to our
investment books, which result from management of our extensive com-
mercial and mortgage banking operations. In the investment book, we
distinguish between strategic/discretionary books and flow management
books, the former being managed at the parent bank, for instance, by a
committee of the Board of Managing Directors (Market Risk and Asset
Liability Committee), which makes decisions relative to market risk posi-
tion taking and asset/liability management on behalf of the full board.
Flow management (management of daily cash flows in the commercial
and mortgage banking business) is handled directly by the International
Markets division for the parent bank, or the Treasury departments for
the respective subsidiaries.

The value-at-risk method quantifies, with a confidence level of 99%, the
maximum loss that could be incurred as a result of market price changes
during a holding period of ten trading days. Market risk arises when the
prices of interest rates, foreign exchange rates or equity products, and
their related derivatives, change.
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In 2000, we replaced our former system for measuring interest rate fluc-
tuation risks, installed in Munich and London, with the technologically
and methodologically superior Monte-Carlo simulation system (internal
mode!}). The system is capable of simulating all relevant risk factors (such
as yield curves) under simultaneous consideration of correlation effects.
With this approach, the value-at-risk can be estimated for every level of the
portfolio hierarchy, frorn individual positions to the broadest aggregates.

The risks associated with foreign exchange and equity products are
calculated statistically on the basis of various conservative assumptions,
including an historical consideration period of 250 days, while disregard-
ing correlation effects. Portfolios containing options-related risks are ana-
lvzed Ly application of a standard method known as the scenario-matrix
method, prescribed in the Basle Guidelines. We then add together the
value-at-risk figures for the individual transactions to arrive at an aggre-
gate value-at-risk for the Bank as a whole.

On this basis, we calculated the average market risk of the Group’s main
trading positions (including the Bank Austria Group) for last year. These
values, broken down by risk type, are shown in the table below. The signi-
ficant reduction in the value-at-risk figure for interest rate positions as of
Septercber 30, 2000 can be attributed to the introduction of our Monte-
Carlo simulation method for estimating the interest risks inherent in the
trading activities of the parent bank. The new method takes formerly
neglected risk-reducing effects fully into account. By using the Monte Carlo
simulation method, we have been able to attain significantly more precise
daily risk estimates, greater transparency, a wider range of analysis possi-
bilities and a more efficient management of our market risks.

At year-end, the investment hook (including the Bank Austria Group)
contained market risks of €240 million (year-end 1999: €547 million). The
reduction from the previous-year value is due to the elimination of risk
positions.

[ POTENTIAL MARKET RISK_ OF TRADING ACTIVITIES (VALUE-AT-RISK)

in millions of € Average Dec. 31, Sep. 30, Jun. 30, Mar. 31, Dec. 31,
2000% 2000 2000 2000 2000 1999

Interest rate

positions 140 98/45*  114/42** 182 167 104
Foreign exchange

positions 44 34 38 44 62 44
Equity/incex

positions 95 90 84 100 110 65
Total 280 222/169 236/164 326 339 213

* Arithmetic mean accordingto ** Since Sept. 30, 2000, the risk
forreerly applied method of interest rate positions has
been measured by applying the
Monte Carlo simulation method
(smraller value-at-risk value)



Limit monitoring

Developments in 2001

The methods we use to measure market risk are checked by means of
periodic back-testing. We also continually conduct stress tests to determine
the potential losses in our positions resulting from extraordinary events
and worst-case scenarios. To aid in the active management of market
risks, we adopted limits for stress risks in 2000.

Market Risk Control has direct access to the front office systems used in
trading operations enabling it to monitor the risk situation and compliance
with limits on an intraday basis. Any high utilization rates or breaches of
limits that occur in sub-portfolios immediately trigger an escalation pro-
cess, and the reduction of the positions in question is monitored closely.
In 2000, no limits were exceeded for any risk type. Market Risk Control
subjects all our market risks to constant measurement and limit monitor-
ing, reporting regularly to the Board of Managing Directors on the results.

The risk positions in the investment and trading books are managed by
means of a hierarchical limit system that extends all the way down to the
department level and limits the leeway for action allowed at each level.
The risk limits are approved by the Board of Managing Directors and may
not be exceeded. Any losses that occur during the year automatically
reduce the limit amount.

Moreover, we cover our market risks throughout the Group with risk capi-
tal. The annual amount of risk capital required for this purpose is calcu-
lated on the basis of the measured average 10-day value-at-risk, which,
after adjusting for portfolio effects, is converted into a one-year period by
applying a scaling factor.

In 2001, we started to measure and limit the risks associated with changes
in bond spreads. Here the strategy of the Bank and the market environ-
ment have changed, making it advisable to measure these risks. We are
implementing a value-at-risk method hinging on simplified assumptions.
We plan to refine this method and ultimately integrate it with our internal
model by means of a Monte-Carlo simulation approach, in line with our
efforts to extend this internal model to all areas of the Bank.

In conjunction with the transition to an internal model, we will also con-
vert our market risk measurement system at the parent bank to operate
under the assumption of a one-day holding period at the start of 2001.

e
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" d) Operational risk
Definition Generally speaking, operational risk is inherent in most of the Bank’s
of operationalrist activities. We define cperational risk as the risk of unexpected losses due
to human error, flawed management processes, natural and other disas-
ters, technological failures, and changes in the external environment
(event risk).

This definition matches in detail those that were developed by the
Association of German Banks and various working groups in connection
with the new Basle Guidelines. This general definition is complemented
by a causality-driven categorization model which we continued to refine
in 2000. This model affords detailed insights into the individual risk pro-
files of HypoVereinshank’s corporate and service divisions, on the basis of
which we are able to further optimize our risk management procedures.

Focuson In the past, financial institutions have experienced spectacular losses
operational risk often attributable to the rising complexity of products and processes
and the increasingly dynamic pace of change in the banking industry.

Against this backdrop, bank regulators are paying closer attention to
operational risk in general and the allocation of regulatory capital to cover
it in particular. The growing interest on the part of regulators, combined
with our own genuine inierest in this matter, reveal how important it is for
us to properly manage and control our operational risks.

Operational Risk Control, established for precisely this purpose at the
beginning of 1999, focused its attention in 2000 on the following priorities:
S —raising employees’ awareness of operational risk in all units of the Group;
m‘,—l‘ -developing the organizational framework for operational risk manage-
) ment and control:
- qualitative evaluation of management and control processes, and
—devising an early warning system for operational risks.

We believe that, as a result of this work, we are well prepared to face the
challenges of the cext few years.

Basic principle: For operational ~isks, as for the other risk types, the principle of separat-
functional separati . . . ; oo

of Hisk carron vt ok ing the functions of risk management and risk control is strictly observed.
management

At the current stage of development, one of the main tasks of Risk Control
is to develop quarcitative and qualitative measurement methods and
establish an independent risk measurement capability.




Quantitative criteria

Risk Management, on the other hand, is responsible for managing opera-
tional risk, including the adoption of measures to reduce, prevent, or
insure these risks. This work is performed by the competent risk managers
in our operating units.

Last year, we developed an operational risk framework allowing for com-
plete, comprehensive control and management of these risks. This frame-
work clearly defines the division of responsibilities between management
and control and establishes an interdivisional Operational Risk Committee
as an additional element of the organizational structure. It also defines
the duties of an Operational Risk Manager for each division, responsible
for implementing, in close cooperation with Risk Control, the measure-
ment standards and reporting requirements in the divisions.

BASIC
OPERATIONAL RISK ORGANIZ

Board of Managing Directors

Operattonal
Risk Committee
—— - g
\ | \
\ | T \
R — | 17 [
Corporate Group divisons ! Group divisions || Risk Control | Group Audit
divisions | —Legal ! !
| —~Compliance ‘ |
: -Personnel : :
& ! 3
Responsibility for | Standards & | Risk Control | Audit
risk management I‘ Guidelines : :
| | |

New: Operational Risk Manager

The quantification of operational risk is still in the early stages of develop-
ment industry-wide. Although it is true that the risk figures calculated for
operational risk are less certain than for more familiar risk types and are
hardly comparable from one institution to another, we nonetheless believe
that it makes sense to incorporate these risks into our overall risk evalua-
tion system internally at this early stage, in order to ensure adequate,
risk-adjusted management.

To quantify this risk, we employ an actuarial model of the type used for a
long time in the insurance industry to assess portions of the risks being
considered. Other banks, too, consider this method to be state-of-the-art
and very promising.

BE




Qualitative criteria

Application of results

Since being creatad i 1999, the database for this work has been continu-
ally updated and improved, in particular by the development of a data
pool. The solid database represents the best possible preparation for the
proposed requirament o establish capital coverage for operational risks

" contained in the new consultation paper of the Basle Committee.

Furthermore, we are actively involved in the development of international
data-sharing consortiums, another important source of information rela-
tive to loss experience. Starting in 2001, anonymized data from this sys-
tem will be incorporated iato our risk measurement procedures.

Our actuarial model also enables us to consider, in addition to purely
quantitative parameters, gualitative factors relatively to the quality of the
processes and the internal monitoring systems in the individual divisions.

We developed a survey-based Control Self-Assessment procedure in 2000
tn assess control and procass quality, and introduced it in the relevant
units of HypoVereinsbank. The tool assigns quality scores on the basis of

individual risk profiles. Besides being useful for quantitative analysis,

these scores also convey a quick, comprehensive picture of the risk situa-
tion in the divisions and the action plans undertaken to minimize their
risks. [t is therefore an important element of the Bank’s early warning
system for detecting serious risks. In the context of its risk-oriented audits,
Group Audit plays an important role in validating the self-assessment of
the divisions. The tocl is also capable of performing plausibility checks on
the basis of inputted indicators.

As with the other risk types, the value-at-risk figures for operational risk
are an integral part of the risk capital allocated to each division. The
value-at-risk and risk capital amounts for the operational risk are derived
in the subsidiaries from the risk values of the parent bank.

The need to earn an internal return on the risk capital allocated for opera-
tional risk, the increased transparency of information regarding the quan-
tity, amount and distribution of risks and the assigned quality scores all
serve to raise the awareness of operating personnel for the importance of
these risks. They deliver an incentive for improving process and control
quality. By means of internal comparison, moreover, best-practice exam-
ples can be identified, quality deficits recognized and the status of control
over given risk types characterized.




The operational risk management and control system is just as important
for the early detection of potential risks, in time namely to assess their im-
portance and their possible impact on the corporate group. Over the next
few years, therefore, we will strive to instill a culture of risk awareness
throughout the Group pertinent to operational risk. Another important
factor contributing to the early detection of weaknesses and the derivation
of appropriate risk management measures is the close cooperation between
the risk control unit and the corporate and service divisions for purposes
of explicitly defining and delineating risk categories and creating a data-
base for information related to loss experience.

Management The risk management units at the Bank’s corporate and service divisions

of operational risk . . o egs . .
manage operational risk by means of numerous activities, including the
following:

~Devising clear strategies for dealing with operational risks.

~Maintaining an extensive internal control system for the Bank’s business
processes, continuously adapting it to accommodate changing conditions.

~Timely reporting of operational risks to senior management by way of
various management information systems; periodically computing quality
ratios and developing action plans on this basis.

-Legal risks:
Our Group Legal Department is responsible for managing the legal risks
associated with all types of business conducted by the Bank. Organizational
changes rendered necessary by changes in the law and court decisions
are implemented promptly. Documentation risk is monitored centrally and
locally.

No significant risks to the existing business arose in 2000 in connection
with legislative changes and high court decisions. New legal precedents
relating to the computation of prepayment and non-acceptance penalties
for fixed-interest loans will have only a minor impact.

The management of legal risks also entails identifying potential legal con-
flicts at an early stage of their development and bringing about conflict
resolutions on a general level or in specific cases. In its disputes with cus-
tomers or third parties, the Bank always strives to reach an amicable
settlement. Insofar as court proceedings were nonetheless unavoidable
last year, the courts ruled in favor of the Bank in the vast majority of cases,
including those which customers brought against the Bank in connection
with real estate loans brokered by external sales agents. Neither these dis-
putes nor any others with customers or third parties give rise to any par-
ticular legal risk for the Bank.




Developments
in 2001

—IT risks:
After the short-lived system availability problems experienced in 1999 due
to the heavy merger-related workload, the original service levels were
successfully res<ored in 2000.

In the highly critical area of IT operations, we systematically audited pro-
duction risks and optimized our systems to reduce the incidence of opera-
tional risk:

—We introduced preventative measures and instituted a detailed crisis man-
agement plan to prevent or contain system failures, seriously defective
data processing and longer-lasting service interruptions in customer-rele-
vant systems (such as online banking and automated teller machines).

~We implemented numerous service management procedures with the aim
of detecting, anaiyzing and correcting defects as quickly as possible, and
reached agreement on concrete service levels.

~We optimized erergency procedures and restart processes, so that we
can restors system availability as quickly as possible in the event of con-
tingencies (i. e., catastrophes).

We tock numerous steps to establish an adequate system of operational
rick management in 2000 and we intend to build on this work in 2001.
High priority is being afforded to the implementation of an expanded
organizational structure (Operational Risk Committee, Operational Risk
Manager). Furthermore, our reporting rules need to be formulated with
greater precision and rigorously implemented. The Control Self-Assess-
ment will be further developed and adapted to accommodate the special
conditions prevailing in the various divisions. As part of this work, supple-
mentary indicatozs will be set up in the relevant systems to aid in veri-
fying the plausibility of submitted self-assessments. We plan to broaden
our data sources and meterially improve the risk measurement database
by tightening the reporting requirements and possibly participating in
international data consortiums.

e) Business risk

Business risk is dafined as adverse, unexpected changes (meaning against
the calculated trend) in business volume and/or margins that cannot

be attributed to other risk types. Both types of change can lead to serious
revenue losses, thereby diminishing the market value of a company.
Business risk is caused by a substantial deterioration of market conditions
or unexpectedly strong corpetition.




Measurement
methods refined

Portfolio management

In the course of the year, we have continuously refined the methods we
employ for measuring business risks. We calculate this risk type on the
basis of historical income and cost volatilities, with due consideration paid
to correlation effects.

As part of its mission, each corporate division is implicitly responsible for
the operational management of its business risk. The best means of
accomplishing this goal is the effective management of income and costs.
We are employing a uniform, Bankwide profit center report, as well as
division-specific control instruments and management information
systems.

f) Risks arising from the Bank’s own real estate portfolio

We determine the risks of the Bank’s own real estate portfolio for both the
parent company and the subsidiaries by applying the value-at-risk
method based on the market values of the real estate and the fluctuations
to which they are subject. The market value volatilities are calculated sep-
arately for each region with the aid of historical experience data collected
internally, as well as external data.

g) Risks arising from the Bank’s shareholdings/financial investments

We monitor the market price fluctuation risk of our shareholdings and
investments in listed and unlisted companies, the most important of
which being our major financial holdings such as Allianz and Munich Re.
Subsidiaries are not included in this risk category, as their risks are
already separately identified and recorded in relation to the other risk

types.

The methods applied to measure the value-at-risk and determine the

risk capital are similar to those applied for equity trading positions. Given
the long-term investment character of these holdings, however, we apply
average annual prices to determine volatilities. In the case of investments
in non-listed companies, we measure the volatility with reference to
suitable sector indexes.

Portfolio management of our shareholdings and investments is handled
by the Group Board of Managing Directors on the basis of the strategic
goals established in line with the overarching strategy of the Bank of the
Regions. The Board also takes profitability considerations into account
and carefully weighs the possible opportunities against the estimated risks.
Investment and divestment decisions are rendered on the basis of infor-
mation supplied by the various relevant departments, much of which is
gleaned with the aid of our extensive collection of risk control instruments.

h) Strategic risk
Strategic risk results from fundamental management decisions adopted

with regard to the Bank’s positioning*in the market on the basis of its
estimation of current and future trends. It is not possible to collate and
control a bank’s strategic risks using quantitative methods. These types of
risks are best handled by way of rigorous follow-up and constant control
of strategically important projects, and by means of flexible, innovative
action and reaction to market trends.




Consolidation in the The continuing process of consolidation in the banking industry, both

banking industry/ . . . s

integration risks nationally and internationelly, not only creates opportunities but also har-
bors the general risk that we as a player in this highly competitive process

will be forced into a passive role, as opposed to an active one.

By pursuing our nuanced strategy as the Bank of the Regions and by
successfully engaging in profitable business lines, we intend to preserve
our role as an inZluential player in the restructuring of the German and
the European banking industry.

All the same, the task of bringing complex organizations together, as in
the case of corporate mergers, for instance, always entails integration
risks which can manifes? ic. the form of technical, personnel-related or
corporate culture problems.

The pending merger of HypoVereinsbank with Bank Austria is the second
mejor challenge of this kind we are facing, after the merger of Vereinsbank
and HYPO-BANK.

Based on the experience that both institutions have acquired from having
integrated numerous banks, we believe that we are well-equipped to
successfully master the challenges of the coming merger. With regard to
the integration of Bank Austria, for instance, personne! decisions related
to the highest management level were adopted already before the end of
2000, with the greater part of the remaining staffing decisions to be com-
pleted in the first quarter of 2001. The legal merger of the two national
compaxies is expected to be completed on schedule by the end of 2001,

; and the business reorientation of these entities is already in the phase of

ﬂ - operational implementation.

o

Realignment of the The process of consolidation in the international banking industry is ulti-

banking process . . - . . . . .
mately being driven not ory by concentration in the financial services
sector, but also, more generally, by the realignment of the entire banking
process. New communication technologies are making it easier for banks
to dissect tae value chain, selling products and services either through
incependent third-party sales agents or purchasing such products and
services from third parties for the banks’ own selling operations.

Prime examples of this trend can be seen in our decision to sell third-
party investment funds and the establishment of the Financial Markets
Service Bank as a transaction bank for clearing securities orders for the
Group’s own banking subsidiaries and for outside banks. Our goal at
HypoVereinsbank is to focus to a greater degree, also in our production
operations. on those business lines in which we enjoy advantages of scale
and competence, enabling us not only to offer superior products and
services to our own customers, but also to distribute them through third-
party ssllers. The strategic risk inherent in this approach lies in the selec-
tion of the right business lines and the rigorous implementation of what is
deemed to be the correct business model.




Internet and The explosive development of the Internet represents yet another signifi-
erbusiness cant factor influencing our business activities. Many of our customers will
gradually change over to electronic distribution channels, but no one
today can reliably predict how fast or completely this development will
take place, and therefore how quickly and to what extent the core busi-
ness in the branches will be endangered. We are anticipating this develop-
ment by systematically refining our multi-channel concept to provide
greater quality and convenience in telephone and online banking. We
have set up a five-point program with this in mind:
1. We are adding a new customer service center in Saxony to deal with
direct sales and hotline queries.
.We are expanding online banking by relaunching our Internet offering.
. We are extending mobile banking and deploying cutting-edge technology.
.We are accelerating transaction and decision-making processes.
.We are launching a skills offensive in our branches offering advice-heavy
services.
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At the same time, we are looking to increase the flexibility of our branch
network and expect to consolidate 10-15% of our 1,100 or so offices in
Germany over the next twelve months.

Within our innovative, multi-optional sales concept, we offer our customers
a free choice of sales channels and simultaneously guarantee all-around
service.

Besides representing a new distribution channel for our core business,
the Internet also opens up entirely new business opportunities — both in
financial services and in related business sectors. Indeed, we want to take
full advantage of the opportunities of these new business lines and long-
term trends, but we also want to limit the associated risks. Therefore, we
venture into new business areas only when they would appear to satisfy a
genuine need of customers and when we can bring our core competence
to bear. To the extent that other skills are required, we seek to collaborate
with competent partners. Furthermore, such an investment must also
satisfy the criteria of conventional investment analysis (discounted cash
flow), as we do not consider alternative methods such as revenue multi-
ples to be a sound basis for making realistic decisions of this type. Thus,
we tend to make relatively few investments, but they are well researched
and extensively supported by all areas of the Bank. This work is per-
formed by a separate organizational unit, “Markets & Alliances,” under
the aegis of our Webpower project. (See also the section on Internal
Services.)




Real estate finance

When identifying and managing the strategic risks inherent in our real
estate financing business, we place special importance on the analysis of
current and future trends in our target markets. At HypoVereinsbank, this
work is handled hy a team of specialized experts drawn from the real
esiate eppraisal and consulting sector. This team develops and actively
employs not only classical instruments of market analysis but also increas-
ingly complex forecast models as well.

In the domestic market, the elimination of government subsidies is
expectad to exert an adverse effect on our business. Investment spending
in the area of res:dential housing construction is most likely to contract
over the next few years, although the situation will differ markedly from
region to region. As a general trend, the focus of activity will increasingly
shift away from new construction and towards modernization and remod-
eling investments. The market for commercial real estate, on the other
hand, is essentially on the rise, although here a certain east-west gap can
still be observed. The relevant markets have become much more volatile
as a whole.

On the international stage, developments will be mixed. Certain markets
in Central Europe and the still rather undeveloped markets of Southern
and Eastern Eurcpe harbor excellent development prospects. In the
United States, on the other hand, early signals are indicative of an eco-
nomic downturn.

To meet the challenges posed by the future market environment, the Real
Estate Customers and Real Estate Finance division is pursuing a strategy
of active portfolio management based on quality-oriented growth and
greater diversification of the portfolio structure by means of exploiting
opportunities in selected, lucrative foreign markets.

The potential risks of this approach will be addressed by means of a
restrictive lending policy based on clearly defined Groupwide standards,
concentration on counterparties with first-class credit ratings in accor-
dance with the return-on-equity targets established for the entire Bank,
the employment of an intecnal credit quality analysis system specifically

designed for real estate finance customers, and finally by means of com-

prehensive, active quality management. All these measures are aimed to
gradually reshape the risk profile of our business in line with our strate-
gic intentions. Finally, the continued development of new areas of com-
petence and business opportunities in the field of real estate investment
banking will further enhance our ability to manage the risks associated
with conventional real estate financing and contend with the volatilities of
these markets.

Within the framework of the Real Estate Lead Competence initiative
announced to the public in the autumn of 2000, the aim of which is to
strengthen the Bank’s core competence in the real estate finance busi-
ness, we strive tc improve the division’s risk-return ratio with lasting
effect, and thereby bolster our position as a leading European real estate
finance bank. These measures are accompanied by a resolute focus on a
arofessional clientele, more efficient processes and an efficient cost struc-
tare.




Personnel

Yet another strategic risk lies in the fact that the success of financial insti-
tutions depends very much on their ability to recruit and retain qualified
employees, both for managerial and specialist positions. Under the pres-
sure of demographic, economic and business trends, the labor market for
qualified employees is becoming tighter.

In light of this problem, the main risk factors relate to the three criteria
employees apply when deciding to join or remain with a company:

its corporate culture, whether the work is appropriately challenging,
and whether it offers a competitive compensation package. At
HypoVereinsbank, these issues are seen as crucially important.

Thanks to its clearly defined strategy and its proven ability to pursue this
strategy effectively, HypoVereinsbank today has acquired the reputation
of being one of the most attractive employers in the German financial sec-
tor. The Bank embodies a culture in which performance is encouraged
and rewarded. As an internationally active bank, it is poised to expand
its business in European markets. The challenges entailed by the Bank’s
ambitions are likely to attract highly ambitious employees.

Because of its decentralized organization, the Bank offers numerous posi-
tions endowed with significant autonomy and freedom of action. The Bank
places a high priority on systematic personnel development, the main
instrument being the annual employee appraisal process. At this meeting,
supervisor and employee not only discuss and reach agreement on spe-
cific goals, but they also explore the employee’s short and medium-term
career development possibilities.

With respect to its compensation system, HypoVereinsbank is both pro-
gressive and innovative. All employees are eligible for a bonus, calculated
on the basis of clearly defined rules, in relation to their performance.
Employees in key positions are increasingly being offered the chance to
participate in a long-term incentive program, which not only cements
their loyalty to the Bank, but also enables them to have a share in the suc-
cess of their division and the Bank as a whole. Finally, we offer flexible
working conditions which enable our employees to balance their careers
with their family lives on a permanent basis.

By increasing the percentage of trainees in the Bank, and by means of
systematic continuing education, which is provided by the Bank’s own
training institution, HVB Akademie, we prepare qualified potential
employees for positions in the Bank, and also provide them with ongoing
education after they are hired.

On the whole, therefore, we believe we are well-positioned to continue
recruiting skilled people in sufficient numbers to secure the future success
of the Bank.
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4. RISK CONTROL AND RISK MANAGEMENT

IN BANK AUSTRIA IN 2900
In the passages to follow, we provide a brief overview of the risk control
and management program of Bank Austria, which was legally indepen-
dent of HypoVereinsbank until November 2000. A detailed description of
this program may be found in the annual report of Bank Austria, in the
Risk Report section.

Bank Austria identifies, rceasures, monitors and manages all risks of the
Bank Austria Group.

The related duties encompass the development and implementation of risk

_.measurement methods, continuing-development and refinement of risk
management instruments, the development and maintenance of internal
regulations, independent. neutral reporting on the risk profile of the Bank
Austria Group and the coordination of the approach taken with the Group’s
corporate staff departments.

Like HypoVereinsbank, Bank Austria’s risk control and risk management
functions operate on the basis of the various risk types indicated below:

- Credit risk

- Liquidity risk

-Market risk

—Operational risk

- Business risk

~Risks arising from the Bank’s own real estate portfolio

- Risks arising shareholdings/investment portfolio

a) Credit risk

In 2000 Bank Aus‘ria focused on introducing a new rating system for the
entire corporate customsars business in Austria and for its branches and
subsidiaries in the United States, Britain, Asia, and the CEE nations.

Concurrently with the :mplementation of the portfolio model, Bank Austria
also created the conditions that will enable it to manage its lending port-
folio oni the basis of risk-return considerations relative to economic capital.
Consecuently, Bank Austria is also prepared for the upcoming reform of
banking regulations, which is being intensively discussed at present in
ccnnection with Basle 11 (acceptance of differentiated regulatory capital
coverage depending on customer credit ratings and recognition of internal
rating models).

b) Liquidity risk

Thanks to its broad funding base in domestic and international markets,
Bank Austria enjoys the advantages of a stable financing structure, which
are further enhanced by a detailed, long-term funding strategy. The
remaining short-term liquidity risk is quantified on the basis of the total
cash flows effected within the Group and compared in the form of a ratio
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with the Bank’s holdings of marketable securities. The payment perfor-
mance of products for which principal redemption is not contractually
stipulated is accounted for by way of empirical analysis of the cash flow
structure, carried out under conservative assumptions.

The Bank ensures its ability to meet all its payment obligations on time,
while also taking advantage of market opportunities, by means of cen-
tralized liquidity management and centralized management of its highly
liquid collateral, accepted as such by the central bank.

c) Market risk

To measure its market risks, Bank Austria employs a specialized, self-
developed model based on the variance-covariance approach. Since
January 1, 1998, this risk measurement model has been accepted by the
regulatory authorities as a full-use model for determining the Bank’s
capital funding requirements pursuant to the second amended version of
the Austrian Banking Act. For calculating capital coverage requirements,
the Bank applies the lowest possible multiplier of three, as confirmed by
the Austrian National Bank in the expert opinion issued in accordance
with Section 26 of the Austrian Banking Act.

Due to the extensive scope and complexity of the domestic banking busi-
ness, the market risks deriving from the positions of the bank book are
also regularly analyzed by way of simulating the volatility of net interest
income. Simulation inputs include different interest rate and business
volume scenarios as of the reporting date, appropriate assumptions
regarding new businesses, customer demands and the general market
trends for the market segments which are most relevant for Bank Austria’s
business. For supplementary analysis, the value-at-risk method is also
applied to these positions of the bank book.

d) Operational risk

[n answer to the growing importance of this issue, Bank Austria estab-
lished an Operational Risk Department in 2000. The main duties of this
unit especially include raising the awareness of employees for operational
risk in all units of the Bank Austria Group, building up a high-quality risk
measurement database from internal and external loss experience
sources and introducing, as a supplementary measure, qualitative meth-
ods such as the Control Self-Assessment for evaluating the control quality
and adopting appropriate counter measures.

e) Business risks, risks of own real estate portfolio and financial
investments, and overall bank risk

The Bank plans to institute, in addition to the risk measurement capabili-
ties mentioned above, systems for calculating business risks, real estate
portfolio risks and financial investment risks and to consolidate all these
systems to produce an aggregate risk measurement program for the
entire Bank, which will also serve as the basis for risk capital allocation,
in line with the HypoVereinsbank system.




Risk management
based on risk-return
considerations

Integration
of Bank Austria

5. SUMMARY

The assurmaption of risk is an integral aspect of any business activity.
Although risks pose a threat to business success, they are also the indis-
pensable prerequisite for attaining such success. At HypoVereinshank, the
conscious, contralled assumption of risk forms an integral part of the
Bank’s overall corporate management system based on risk-return consid-
erations, the goal of which is to ensure successful shareholder value
management.

To this end, the Bank maintains a comprehensive system of risk identifi-
cation, measurement, monitoring and management. Regardless of where
taey occur in the Group, our risks are classified by clearly defined risk
types and measured with comparable methods and uniformly establishes
parameters (e. g., confidence level of 99%). By aggregating all these risks
and risk areas, we can represent the Bank’s total risk, which is regularly
compared against the capital available to the Bank to support this risk.
Furthermore, the rigorcusly consistent system of measuring risk forms
the basis for Groupwide risk capital allocation to cover unexpected losses.

Our risks are quantified and monitored on a continuous basis by an orga-
nizationally independent, neutral Group Risk Control unit reporting

directly to the Board of Managing Directors. The risk management units

in the corporate and service divisions are responsible for the operational
managament of their risks.

The methods and systeras we employ to measure and manage our risks
are highly sophisticated and effective, and therefore fulfill all relevant
legal and regulaiory requirements. Thus, we are well prepared for future
regulatory developments of the type anticipated in the new consultation
paper recently prepared for purposes of reforming the Basle Capital
Adequacy Convention.

Besides advanced measurament methods and systems, however, the

Bank relies on the conscious understanding and execution of risk-return
considerations throughout the Bank as a prerequisite for the professional
assumgption and manager:ent of risks. Therefore, we have firmly anchored
the joint consideration of earnings and risk in our business processes

and management systems. In this way, we provide the basis for efficient
corporate management and successful value management.

The risk measurement and management methods applied by Bank Austria
are largely comparable with those employed by HypoVereinsbank. Since
the merger in December 2000, project teams composed of representatives
from the relevant specialized departments have been working closely with
the risk control and risk management units of HypoVereinsbank to ensure
appropriate coordination and integration. Thus, we intend to integrate the
Bank Austria Group into the risk control and management program of the
HvpoVereinsbanx Group, and subsequently prepare reliable consolidated
risk assessments, in the very near future.




CONSOLIDATED INCOME STATEMENT AND APPROPRIATION OF
NET INCOME FOR THE YEAR ENDED DECEMBER 31, 2000

EXPENSES/INCOME

Notes 2000 1999 Change
€ millions € millions € millions %

Interest and similar income 28 31,106 26,867 + 4,239 + 157
Interest expense and similar charges 28 25,956 21,822 +4,134 + 18.9
Net interest income 28 5,150 5,045 + 105 + 2.1
Provisions for losses on loans and advances 29 1,186 2,472 -1,286 - 52.0
Net interest income after provisions .
for losses on loans and advances 3,964 2,573 + 1,391 + 541
Fee and commission income 2,812 2,196 + 616 + 281
Fee and commission expense 389 320 + 69 + 216
Net commission income 30 2,423 1,876 + 547 + 29.2
Gains less losses arising from trading securities
(trading profit) 31 548 401 + 147 + 36.7
General administrative expenses 32 4,882 4,570 + 312 + 6.8
E-commerce expenses 33 235 - + 235 >+100.0
Balance of other operating income and expenses 34 55 91 - 36 - 396
Operating profit 1,873 371 + 1,502 >+ 100.0
Net income from investments 37 325 985 - 660 - 67.0
Amortization of goodwill 38 89 (70) + 19 + 27.1
Balance of other income and expenses 39 (131} (238) + 107 + 45.0
Profit from ordinary activities 1,978 1,048 + 930 + 887
Balance of extraordinary income and expenses 40 (126) (294) + 168 + 571
Net income before taxes 1,852 754 + 1,098 >+ 100.0
Income taxes 18, 41 668 315 + 353 >+100.0
Net income 1,184 439 + 745 >+ 100.0 ) .
Minority interest in net income (105) (80) -~ 25 - 31.3 l_15—7
Net income adjusted for minority interest 1,079 359 + 720 >+ 100.0 .
Transfers to retained earnings 623 — + 623 >+100.0

Consolidated profit 456 359 + 97 + 27.0

EARNINGS PER SHARE

The Bank will propose to the Annual General

Notes 5000 1999 Meeting of Shareholders on May 22, 2001, that
the profit available for distribution be used to
Earnings per share (in €) 42 2.50 0.86 pay an advance share in profits of €0.08 on each

Earnings per share (in €)
(excl. amortization of
goodwill) 42 2.71 1.03

share of non-voting preferred stock (totaling
€1.2 million) and a dividend of €0.85 on each
eligible share of common stock and each share
of non-voting preferred stock.




BALANCE SHEET AT DECEMBER 31, 2000

ASSETS —

Notes 2000 1999 Change

€ millions € millions € millions %

Cash reserve 6, 44 6,509 5,031 + 1,478 + 29.4
Assets held for trading purposes 7,45 79,296 45,088 + 34,208 + 759
Placements wiih, and loans and advances to, other banks 8,46, 48 91,378 56,209 + 35,169 + 62.6
including: Morigage loans 406 399 7 1.8
Muricipal loans 26,080 25,537 543 + 21

Loans and advances to cusiomers 8,47,48 424,372 325,771 + 98,601 + 30.3
including: Morigage loans 170,297 159,056 11,241 7.1
Municipal loans 67,977 62,563 5,414 + 8.7

Total provisions for losses on loans and advances 9, 49 (12,754) (9,661) - 3,093 - 320
Investments 10, 50 109,512 68,677 + 40,835 + 595
Property, plant and equipment 11, 51 5,677 4,489 + 1,188 + 265
Intangible assets 13,52 3,862 873 + 2,989 >+100.0
Other assets 53 8,662 6,778 + 1,884 + 27.8
Total assets 716,514 503,255 +213,259 + 42.4

SHAREHOMBOERS' EQUITY AND EIABILITIES

Notes 2000 1999 Change
€ millions € millions € millions %
Deposits from other banks 14, 56 153,217 84,300 + 68,917 +81.8
including: Registered mortgage bonds and
public-sector bonds in issue 10,059 10,352 - 293 - 2.8
Amounts owed to other depositors 14,57 202,093 143,052 + 59,041 +41.3
including: Registered morigage bonds and
public-sactor bonds in issue 46,032 45,877 + 155 + 0.3
Promissory notes and other lizbilities evidenced by paper 14, 58 261,199 214,299 + 46,900 +21.9
including: Registered mortgage bonds and
public-sector bonds in issue 134,512 120,221 + 14,291 +11.9
Pravisions 15,59 6,958 3,885 + 3,073 +79.1
Other liabilities 16, 60 50,567 30,185 + 20,382 +67.5
Subordinated capital 61 20,703 13,849 + 6,854 +49.5
Minority interest 62 2,182 1,245 + 937 +75.3
Shareholders’ equity 63 19,595 12,440 + 7,155 +57.5
Subscribed canital 1,607 1,265 + 342 +27.0
Additional paid-in capital 13,228 7,146 + 6,082 + 85.1
Retained earnings 4,304 3,670 + 634 +17.3
Consolidated profit 456 359 + 97 +27.0
Total shareholders’ equity aad liabilities 716,514 503,255 + 213,259 +42.4




STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY IN 2000

2000 2000 1999 1999
€ millions € millions € millions € millions
Shareholders’ equity at January 1 12,440 12,236
Subscribed capital of HypoVereinsbank AG
Balance at January 1 1,265 1,063
Increase in subscribed capital from capital increases against
non-cash contributions and for employee shares 342 4
Increase in subscribed capital from capital increase using corporate funds
pursuant to section 207 (2) 2, German Stock Corporation Act — 185
Increase in subscribed capital from conversion of participating certificates — 13
Balance at December 31 1,607 1,265
Additional paid-in capital of HypoVereinsbank AG
Balance at January 1 7,146 7,158
Transfer of premiums from capital increases against non-cash contributions
and for employee shares 6,082 100
Transfer for capital increase using corporate funds — (185)
Transfer of premiums from conversion of participating certificates — 73
Balance at December 31 13,228 7,146
Retained earnings
Balance at January 1 3,670 3,674
Transfer from net income 623 —
Changes in group of consolidated companies 49 23
Effects of changes in foreign exchange rates and other changes (38) (27)
Balance at December 31 4,304 3,670
Consolidated profit
(= profit of HypoVereinshank AG available for distribution)
Balance at January 1 359 341
Dividend payment of HypoVereinsbank AG (359) (341)
Transfer from net income 456 359
Balance at December 31 456 359
Shareholders’ equity at December 31 19,595 12,440

Changes in minority interests are shown in the
notes.




2000 1999

€ millions € millions
Net income 1,184 439
Write-downs, depreciation, acjustments and write-uns on bad and doubtful debts and
additions to provisions for losses on loans and advances 1,256 2,535
Write-downs and cepreciation less write-ups on long-term asssis 808 920
Change in other non-cash positions 1,483 883
Profit from the sale of investinents, property, plant and equipment (491) (1,112)
Other adjustments
(mainly income tzxes paid and interest received less interest paid and dividends received) (3,919) (4,443)
Subtotal 321 (778)
Change in assets aad liabilities from operating activiiies after correction for non-cash components
Increase in assets/decrease in liabilities (=)
Decrease in assets/increase in liabilities (+)
Assets held for trading purposes 2,025y (8,386)
Placements with and loans and advances to, other banks 8,808 1,803
Loans and advarnces to customers (14,732) (15,279)
Other assets from operating activities 508 (2,232)
Deposits from other banks 534 16,050
Amounts owed tc other depositors 2,763 (6,412)
Promissory notes and other lizbilities evidenced by paper 14,938 25,005
Other liabilities from operating activities (3,068) (1,025)
Income taxes paid (632) (794)
Interest received 29,271 26,523
Interest paid (25,076) (21,317)
Dividends receivzd 438 329
Extraordinary psyments (82) (240)
Cash flows from operating activities 11,966 13,247
Proceeds from the sale of investments 4,894 2,452
Proceeds from the sale of preperty, plant and equiprnent 128 308
Payments for the acquisition of investments (17,287) (17,691)
Payments for the acquisition of property, plant and equipment (860) (1,291)
Effects of the change in the group of companies included in consolidation: 1,635 (109)
Extraordinary pevments (7) 9
Cash flows from investing activities (11,497) (16,340)
Proceeds from capital increases — 190
Dividends paid (359) (341)
Subordinated capital and other hybrid capital, net 1,286 3,481
Other financing & ativities, ne- 60 (28)
Extraordinary proceeds — —
Cash flows from financing activities 987 3,302
Cash and cash equivalents at end of previous pericd 5,031 4,824
+/— Net cash provided/used by operating activities 11,966 13,247
+/- Net cash provided/used by investing activities (11,497} (16,340)
+/~ Net cash provided/used by financing activities 987 3,302
+/- Effects of exchenge rats changes an cesh and czsh equivalents 22 2)
Cash and cash equivalents a1 end of period 6,509 5,031

! ¢f. detailed description in rote
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Notes

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

EXEMPTING CONSOLIDATED FINANCIAL
STATEMENTS PREPARED IN ACCORDANCE
WITH 1AS

As a globally active company, we prepare our
financial statements in accordance with the
requirements of the International Accounting
Standards Committee (IASC).

This gives the shareholders of the Bayerische
Hypo- und Vereinsbank Group (the “Bank” or
“HypoVereinsbhank”) and all other interested
parties a reliable and internationally comparable
basis for evaluating the Bank and its profitabil-
ity. HypoVereinsbhank’s value-oriented approach
to management is similarly based on these
accounting principles.

The consolidated financial statements for 2000
prepared in accordance with the International
Accounting Standards (I1AS) are published as
exempting financial statements pursuant to Sec-
tion 292a, German Commercial Code (HGB).

The financial statements comply with the applic-
able EU directives and have the same informative
value as consolidated financial statements pre-
nared in accordance with the German Commer-

In formulating the law permitting such exempt-
ing financial statements, German legislators,
taking the investigation made by the contact
committee of the EU Commission looking into
compliance of the EU accounting regulations
with the 1AS, worked on the assumption that,
with two exceptions, compliance is fundamen-
tally provided. These exceptions concern the
recognition of negative goodwill arising on con-
solidation on a systematic basis required by 1AS
22.62 (revised 1998) (excess of the acquirer’s
interest in the company to be consolidated over
the cost of acquisition) and the requirement to
include subsidiaries in consolidation when they
have dissimilar business activities, as set forth
in 1AS 27.14.

Neither of these instances applied at the Bank
during the year under review, which means

that the consolidated financial statements of
HypoVereinsbank prepared in accordance with
IAS comply with the accounting policies set forth
in the EU directives.

763
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—1AS 36, Impalrme ,
—~1AS 37, PI‘OVISl()nS C ptlngent Llablhtles and

o
. ‘r “‘H i v
In contract to the EU dlrectlves the Internatlonal

Accountmg Standards only requl*a a few spec1f1c
items to be 1ncluded in the balance sheet and
income statement, To ensure that: the cor:soli-
dated fmcr[mal ’tatemen‘cs comply w1th the EU
directives, the Ban}. has 1ncluded ihe 1tems
requiring disclosure uncer the Bans Accounts
Directive i iny ‘the ﬂ‘OtPS to the. consendated f inan-
cial statements prepared in accordance w1th IAS.
According? y whpre they are not already requlred
by 1AS, the Bank ha:a provided disclosures
required by EU law in the notes to manmal
statementk S : L ,

R
Along51de the rec:mrements of Secnon 315 (1 2),
German Cnmmercxal Code, Managwments Dis-
cussion and| Analyqs als 0 meets thP criteria for
a Financial Rev1ew set forth in IAS 1 (rev1sed
1997). Alsa -ncorporated is a risk report pursuant
to Section 315 (1), German Commercial Cade,
which complies with the provisions set forth in
GAS 5-10 and E-GaS 5 defined by the. :German
Accounting Standards Committee {GASC).

In addition to the 14Ss applied in the prior year,
the Bank was requmed for the f1rst tlme in-fiscal
2000 to 1mplement the provisions spt forth it
—1AS 16 (revised 1C98) Property, Plant ana ‘
Equipment; NI o

-1aS 22 (rev1%d IC%),, Business Combinations;
~1AS 28 (revmed 198), Accounting for Invest-

ments in Acsomatps : \

—-1AS 31 (revved 1998) Financial Reportmg of

Interests in Ji 01nt Ventureq
; t ‘O‘f Assets;

l i

Contingent Assets;

—IAS 38, Inta'lglble Aqsets

together w1th the mterpretatlons of the Standing
Interpretatio nn Comrmttee

-SIic-12, Concahdatlon Special Purpnbe Entmes
—SIC-14, Proporty, Plant and Equipment - Com-

pensation fcr the Impalrnlent or Loss of Items;

-SIC-16, Share Capital — Reacquired Own Equity
Instruments (Treasury Shares);

-S1C-17, Equity - Costs of an Equity Transaction;

-SIC-20, Equity Accountmg Method Recogmtlon

of Losses;

-SIC-21, Income Taxes — Recovery of Revalued
Non-Depreciable Assets;

-SIC-22, Business Combinations — Subsequent
Adjustment of Fair Values and Goodwill Initially
Reported;

-Sic-23, Property, Plant and Equipment — Major
Inspection or Overhaul Costs; ;

—SIC-24, Earnings Per Share - Financial Instru-
ments and Other Contracts That May Be Settled
in Shares; and

~SIC-25, Income Taxes — Changes in Tax Status of
an Enterprise or its Shareholders.

At the same time, the Bank observed the stan-
dards adopted by the GASC by the balance sheet
date as well as the draft standards E-GAS 7 State-
ment Showing Changes in Equity and E-GAS 8
Accounting for Investments in Associates.

The exemption permitted under Section 292a,
German Commercial Code, requires the main
differences between the 1AS accounting and con-
solidation policies and the German accounting
legislation to be mentioned. These differences
are as follows:

PROHIBITION TO CREATE RESERVES IN A WAY
THAT REDUCES INCOME
In contrast to Section 340f and g of the German
Commercial Code, 1AS 30.44 does not allow
reserves for general banking risks to be de-
ducted from income.

DISCLOSURE AT MARKET VALUES OF ASSETS

HELD FOR TRADING PURPOSES
Whereas Section 340¢ (1) in conjunction with
Section 252 (1) 4, German Commercial Code,
does not permit disclosure of unrealized gains in
net income on financial operations, 1AS 25.19
allows assets held for trading purposes to be
carried at market value at the balance sheet
date, irrespective of their realization date. In
contrast to German accounting practice, this
results in any reserves included in assets held
for trading purposes (including derivatives)
being recognized as income.




CAPITALIZATION OF INTERNALLY-GENERATED
INTANGIBLE ASSETS
IAS 38 requires intangible assets both obtained
externally and generated internally to be shown
under certain circumstances. Section 246 (1)
in conjunction with Section 248 (2), German
Commercial Code, on the other hand, prohibits
the disclosure of internally-generated intangible
assets classified as noncurrent assets.

PROHIBITION TO DEDUCT FROM RETAINED
EARNINGS THE EXCESS OF COST OVER NET
ASSETS ACQUIRED WHEN CONSOLIDATING
INVESTMENTS
Under 1AS 22.41 ff. (revised 1998), it is not per-
mitted to deduct goodwill from retained earn-
ings compliant with Section 309 (1) 3, German
Commercial Code. Goodwill is capitalized
under intangible assets and amortized over its
expected useful life.

PROHIBITION TO TAKE DEPRECIATION

THAT DOES NOT CORRESPOND TO ACTUAL

LOSS OF VALUE
In contrast to German accounting legislation,
IAS 4.13 requires depreciable amounts to be cal-
culated irrespective of taxation considerations.
Under German commercial legislation, given the
accounting principle that any particular method
of treatment for tax purposes has to be reflected
in the commercial accounts, as set forth in Sec-
tion 5 (1), German Income Tax Act, depreciation
is often taken more with tax considerations in
mind, without taking the actual economic loss
of value into account. Special depreciation and
carrying amounts permitted under German tax
provisions are not included in the consolidated
financial statements prepared in accordance
with 1AS.

PROVISIONS

IAS normally only allow provisions to be created
for external obligations. Exceptions are permit-
ted in the case of provisions created in conjunc-
tion with company acquisitions as set forth in
IAS 22.31 (revised 1998), and restructuring pro-
visions as set forth in 1AS 37.72, which are to be
recorded as liabilities in certain circumstances.
Section 249 of the German Commercial Code,
on the other hand, lists broader requirements
and options for the recognition of expense pro-
visions.

ACCRUALS

In contrast the German Commercial Code, 1AS 37
differentiates between provisions and accruals.
In the case of accruals, the uncertainty with
regard to the timing or amount of the future
expenditures is generally far lower than is the
case with provisions.

INCORPORATION OF FUTURE DEVELOPMENTS
WHEN CALCULATING PENSION OBLIGATIONS

In contrast to the generally static valuation
method required by German law (tax-based dis-
count value method compliant with Section 6a,
German Income Tax Act), IAS 19 (revised 1998)
requires future economic and demographic
changes, including for example future salary
increases and career trends, to be taken into
account dynamically when calculating pension
provisions.

This results in the obligations entered into by
the disclosing company being reflected more
accurately. All other things being equal, this re-
sults in higher pension provisions and expenses
compared with those calculated under German
legal requirements.

RECOGNITION OF DEFERRED TAX ASSETS
AND LIABILITIES '

Under Sections 274 and 306 of the German
Commercial Code, tax provisions are only cre-
ated for differences between net income shown
in the financial statements and net income under
tax regulations, which will probably be equalized
in later fiscal years (timing concept).
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1AS 12 (revmed 1996) on the other hand funda-

mentally reguires, deferred tax assets and hablh-
ties to be recpgmied for every differencein the

balance sheet prenared in accordance with 1AS

and the taxable values (temporary differences),
irrespective of Whenuthey arise anc whether they
are likely te be equahzed ’temporary coneep ).
Under 1AS, lhe reqmrement to dlsclose defened
tax assets a-Jo apﬂlre,s to the recognmon asan
asset of sufuralently ‘lrkely benefits arising from

tax losses carrled forward

o e

ACCOUNTING AND VALUATION
- e .

- A m STl

T IR

UNIFORM GROUP A(fCOUNTING PRINCIPLES

The separate\frnancwal statements of the’ domes-
tic and forelgn suberélarles are 1ncoroorat€d in
the Bank’s consohdated fmanmal statements in
accordance w1th umform prm(:lplee of account-
ing and Valuatlon Flgures‘stated in the flnancral
statements ui assoc1ated eompames ere retained

unchanged.

CONSISTENCY

In accordance with ! t‘b‘e IAb framework for the :
preparation and presentatlon of financial starp-
ments togetheér with IAS 1 anc 8, the:Bank
applies the eccournting and disclosure polic:es

consistently from one' perlod to the next ‘Where
the Bank effects changes in its accounting poli-
cies, any resx 1lt1ng acjustments are normally
recognized in'the income statement; 'Where. ac-
counting and Valuatlon ercors from earher perl-
ods are corrwcted ‘th# amounts involved are
adjusted agalnbt retained earnings. Changes in
accounting cnd dlqclosure policies compared
with last year, are as follows

CHANGES IN ACCOUNTING POLICIES

The deferral of income and expenses arising
from prepayment penalties, buy-back and close-
out income has been reversed in accordance
with current IAS interpretations. Compliant
with IAS 8.54, each adjustment arising from the
change has been included in the income state-
ment immediately. Restating the prior year val-
ues would result in a 39% rise in net interest
income after provisions for losses on loans and
advances.

E-commerce expenses are shown separately in
the income statement. These expenditures relate
to the expansion of the Bank’s multi-optional
sales channels.

Furthermore, amortization of goodwill is now
shown separately in the income statement and
no longer under other expenses. This change
results from the first application of 1aS 38 and
GAS 4.

Intangible assets are carried as a separate item
in the balance sheet for the first time due to
their greater significance. Until now they were
carried under other assets.

Compliant with IAS 37, a number of items have
been reclassified from provisions to accruals.
These include future expenditures that are
uncertain in terms of amount and timing, but
whose uncertainty is lower than is the case
with provisions. Accruals are shown under
other assets. Included in the total are, notably,
commitments arising from accounts payable
with invoices outstanding, short-term liabilities -
to employees, and other accruals arising from
fees and commissions, interest, other operating
expenses, and the like. The prior year figures
have been adjusted to provide greater compara-
bility.

Apart from this, no major changes in accounting

policies were made in 2000.
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COMPANIES INCLUDED IN CONSOLIDATION
The group of consolidated companies has grown
considerably thanks to the acquisition of almost
100% of Bank Austria AG, Vienna. It now
encompasses 176 domestic (1999: 152) and 443
foreign (1999: 86) companies. The group of com-
panies included in consolidation has been
defined taking into account materiality criteria.
All 619 fully consolidated companies prepared
their annual financial statements at December
31, 2000. No companies have been consolidated
on a pro rata basis. 46 companies, of which 3 are
domestic, are accounted for using the equity
method.

During the year under review, the Bank contin-
ued to implement its Bank of the Regions strat-
egy by merging with Bank Austria AG, Vienna.
The first step was for Bank Austria to transfer its
operations to a new company (Bank Austria AG)
and itself then act only as a holding company
(BA Holding AG, Vienna) holding the capital stock
of Bank Austria AG.

In a second step on December 8, 2000, BA
Holding AG transferred the capital stock of Bank
Austria AG to HypoVereinsbank as a non-cash
contribution, for which it received 114 million
new shares from the capital increase effected
by the Bank to complete this transaction. The
last step involved BA Holding AG being absorbed
into Bank Austria AG on February 2, 2001. As
part of this stage, the HypoVereinsbank shares
belonging to BA Holding AG were transferred to
the latter’s shareholders.

The acquisition cost for the purchase of Bank
Austria AG totaled €6.6 billion. The merger is
accounted for using the purchase method of
accounting. The goodwill arising of €2.6 billion
is amortized over a period of 20 years on a
straight-line basis. Goodwill of €2.1 billion
accrued to the Bank in addition to the goodwill
of €0.4 billion recorded at source in Bank Aus-
tria plus the €0.1 billion of goodwill arising from
Powszechny Bank Kredytowy.

The income and expenses of the companies be-
longing to the Bank Austria subgroup have been
included in the Bank’s income statement pro
rata temporis starting from the time of acquisi-
tion.

The Bank Austria Group enjoyed a highly suc-
cessful fiscal 2000, as the following table shows
(the figures shown are taken from the partial
consolidated financial statements published by
Bank Austria):

Bank Austria 2000 1999
(consolidated financial statements)

Key indicators (in %) 6
Return on equity after taxes 131 11,9 l—l_T
Cost-income ratio 66.7 71.7

Ratio of net commission income

to operating revenues 29.5 28.7

Operating performance

Total operating revenues (in € millions) 3,187 2,974
Net income after taxes (in € millions) 615 547
Earnings per share 5.17 4.45

Balance sheet figures (in € billions)

Total assets 165.0 140.0
- Total lending volume 121.7 104.0
Shareholders’ equity 4.6 4.4

Key capital ratios compliant
with the Austrian Banking Act

Core capital (in € billions) 4.9 4.5
Equity capital (in € billions) 9.1 7.3
Core capital ratio {in %) 6.1 5.9
Total equity ratio (in %) 10.3 8.7

The Bank Austria Group includes 587 sub-
sidiaries, of which the Bank has fully consoli-
dated 351. 40 companies are valued using the
equity method.
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Bank Ausiria A¢:hidlds a. dlrect majorlty interest The following material majority interests are

in the folluwmg mgmflca nt Austrla,n banks and held by Bank Austria AG in banks with registered
capital inv estmmt |companies: N offices in western Europe and overseas:

- Creditanstalt AG, Vlenna ‘ ' -Bank Austria Creditanstalt Deutschland AG,
The holdir.g in Cfeoutanstah AG results from Munich,
the merges of Bank Austria AG and C redltanstalt -Bank Austria Creditanstalt (Schweiz) AG, Zurich,
AGIn 19971 a;\ = ‘ o -Bank Austria Creditanstalt American Corpora-

tion, New York, and

dit s1ltA rtr hol trt N
Creditanst G, 1 urn, holds interes S m D ¢ -Bank Austria Cayman Islands Ltd., Georgetown.

following (ompanle:, among others:

—CA Wohnbank Ak tiengesellschaft, Vlenna R The Bank Austria leasing group encompasses
—CA BANKPRIVAT AG, Vienna, L i a total of 267 majority-owned companies, while

and il ’ EI the investment bank segment covers 19 compa-
-bank holdmg company CABET-Holdmg Aktlen- nies.

gesellschafi, Vienna,

-Bank Austria Handelsbank Axktlenjesellschat?[,
Vienna, ‘

~Bank Austrld Tre Lhand Au Vlenna

-Bank Austrm Wo}* nbaubank Aktlengesehsenaft
Vienna, B I TR e

— CAPITAL INVLDT die| Kapnalanlagegesellschaft
der Bank Austrla/Credltanstalt Gerne GrrbH

In addition, Lasallestrasse Bau-, Planungs-, Er-
richtungs- und Verwertungsgesellschaft m.h.H.,
which is active in the real estate segment, asset
managers MEH Vermogensverwaltungs GmbH,
Vienna, and 7.E.H. Vermégensverwaltungs
GmbH, Vienna, among others from the Bank
Austria Group are majority-owned.

Vienna, : All the companies named are fully consolidated
-Asset Management umbH Vienna, = : in the consolidated financial statements of the
—~RINGTURM Kapltalc nlagegesellschaft m.b.H., Bank Austria Group, and have similarly been

~ Vienna, § included in the consolidated financial statements
168| —VISA-SERVICE Kreutkarten Akuengesellsehdft of HypoVereinsbank. Bank Austria Commercial

Vienna. ‘ ‘ Paper LLC, New York, in which we hold a direct

stake, is similarly fully consolidated. The follow-

ing subsidiaries, alongside the companies of the
and Eastern Europe is demonstrated by majorlty

Bank Austria AG subgroup, Vienna, have been
holdings in * be followmg fully conso udated

banks. i ; JH TR oy included in the consolidated financial statements.

| S for the first time:
—Powszechny Bank Kredytowy S A. V\arsaw
~Goérnoslaski Bank Go‘spoddrczy sA, X | ~HVB America Inc., New York (subgroup )

The strong presence dvf Bank Austria in Central

Ji ‘atowme —PlanetHome AG, Munich, and
-Bank Austria Credltanstalt Czech Repubhc a.s.,
B ‘ ~SelfTrade SA, Paris (subgroup).
Prague, : R !
- Bank Austriz Credltanstalt Slovakla a. s
Bratislava, | “’
—Bank Austriz Cred: Lanstalr Hungary ‘R
Budapest, ‘
-Bank Austria (“redlta"lstalt Croatia d d
Zagreb, '
-Bank Austria ¢ redltanstalt d.d., L.]UbA‘J-’:tIl&
—-Bank Austria [(’redltanstalt Romama ﬁ A o
Bucharest, 1 1 R
-JSCB “Bank Austrla uredltanstdlt Ukrdlpe, Klev‘
- CB Bank Austri 1a Credltanstalt (Russni] ZAO,
Moseow. - iy o R R
‘- o

.
i




The Bank’s 100% interest in HVB America Inc. The Bank’s largest subgroups have been in-

(holding company) has been included in the con- cluded in the consolidated financial statements
solidated financial statements for the first time. with the number of companies stated below:
HVB America Inc. holds 100% of HVB Risk Man- —Bank Austria AG, Vienna: 351 (1999: 0)

agement Products Inc. and almost 100% of the - Bayerische Immobilien-Leasing GmbH & Co.
shares in HVB Structured Finance Inc. HVB Risk Verwaltungs-KG, Munich: 142 (1999: 119)
Management Products Inc. represents an impor-  —Hypo Foreign & Colonial Management (Holdings)
tant partner in the interbank derivatives market, Ltd., London: 36 (1999: 35), and

while HVB Structured Finance Inc. is a holding —-FGH Bank N.v., Utrecht (held through holding
company holding 100% of HVB Realty Capital company Assumij B.V., The Hague): 13 (1999=18).

Inc. HVB Realty Capital Inc.’s operations consist

in the securitization of mortgage loans. Of the Bank’s 155 (1999: 70) associated compa-

nies and joint ventures, 46 (1999: 5) were in-

The Bank aims to develop new, web-based sales cluded in the consolidated financial statements
channels to strengthen its position as the leading using the equity method. The remaining associ-
provider of real estate finance in Europe. To this ated companies do not have a significant impact
end, the Bank formed PlanetHome AG, a com- on the Bank’s assets or financial position, or
prehensive Internet portal providing brokerage earnings, and are therefore carried at acquisi-
services relating to every aspect of real estate. tion cost under investments.

The offering enables customers to find out about
buying, selling and rental opportunities as well
as financing. The Bank holds a 90.8% interest in
PlanetHome AG.

40 companies have been included in the ¢onsoli-

dated financial statements using the equity

method for the first time as associated compa-

nies of the Bank Austria subgroup. These com-
At the end of December 2000, Direkt Anlage panies are identified accordingly in the list of
Bank AG, Munich, acquired a 57.2% stake in shareholdings.
French discount brokerage SelfTrade SA, Paris,
by way of a capital increase against a
non-cash contribution. The acquisition cost
totaled €246 million. The goodwill of €173 mil-
lion will be amortized over a period of 15 years
on a straight-line basis. The following compa-
nies, which have been included in the Bank’s
consolidated financial statements via the Direct
Anlage Bank subgroup, are wholly-owned enti-
ties of the SelfTrade subgroup:

- SelfTrade Operations Ltd., London

-SelfTrade Services Ltd., London

-SelfTrade Nominees Ltd., London, and

—SelfTrade Vie SA, Paris.

Consolidated in this way are, among others, {1_6§

- Adria Bank Aktiengesellschaft, Vienna,

-Bank fiir Kdrnten und Steiermark Aktienge-
sellschaft, Klagenfurt,

- Bank fiir Tirol und Vorarlberg, Innsbruck,

- Bausparkasse Wiistenrot Aktiengesellschaft,
Salzburg,

~Investkredit Bank AG, Vienna,

-Oberbank AG, Linz,
Oesterreichische Kontrollbank AG, Vienna,

-Union Versicherungs-Aktiengesellschaft, Vienna,
and

- CA Versicherungs AG, Vienna.

The net loss of the SelfTrade subgroup totaling The recapitalized International Moscow Bank,
€46 million (as per 1AS) is not reflected in con- Moscow, and G+J Business Channel GmbH,

solidated net income due to the time of initial Munich, are valued at equity for the first time.
consolidation. G+J Business Channel GmbH, in which Direkt

Anlage Bank AG, Munich holds a 40% interest,
was created by a retroactive merger of the Bank’s
former Community Concepts AG subsidiary with
an external partner at July 1, 2000. The merger
had not been filed in the Commercial Register
for the absorbing company by the reporting date.
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Further, the Bank -1:;1‘73 acaned a 49% mtereqt in
Bode Grabner Beve AG & Co. KG, Grunwald a
managemelnﬂ consultancy specmhzmg in com—
pensation and pensmn schemes, through HVB
Asset Manaa?ment ‘;F‘ms holding is’ b1m11arly 1

included in the consolidated hnancml state-
ments at equity. i e

(N [ HH t
No longer mcluded m the group of bompanlua,
valued at ecu1ty are‘AGROB AG & Co.Grundbesitz
OHG, Munich, and‘ fly‘owarzystwo Ubezpleczemowe
Compensa S A V\vn‘saw The materlahty criteria
were not longer met by these comparies, or the
Group’s holding fell to 10.5%.

‘ ! '

w g

The Bank centinues, to hold a 55.2% interest in
Brau und Brunnen AG Berhn and D')rtmund

Of this amo-nt, a 21.6% holding is carrled under
current investments as it was acqulred with

the intention ‘of reqeihng and the intention at |
the balance sheet, date was still to resell. The
remaining holdmg ofi33. ()% is carned under ‘,

" long-term 1rvestmems ‘ ; ‘ K

As in previous yecrs the real esta,te‘ DrOJect com-
panies are nat 1nc1uded in: consohd§ 101, The
business acumlec of these companies are built
around explomng their real estate portfohos ‘

to the best possible advantage Thelr resuhs |
are incorporated in the financial statements of

Bayerische Hypo- und Verﬁlnsbank A(J SN

A total of 83 6 submdlarlea, aqsomated cOmDa-
nies and joint ven»tures were neither fully cousol-
idated nor abcountgg for using the equlty method
as they do not have é material 1mpd-"t on the ;
Group’s aSSPtS or llIlaIlCch position, or earmngs
The aggregaf te net 1ncome for the year ot TheSP
companies makes up around 1.9% of consolid-
ated profit, while such companies also provide
around 1.6% of consolidated assets. The interests
in these companies are carried as ivestments

| T ; o

2000 1999
Total number of subsidiaries 1,346 602
Consolidated companies 619 238
Non-consolidated companies 727 364
Associated companies
and joint ventures 155 70
of which:
valued at equity 47 5

The full list of participating interests contains
all subsidiaries, associated companies and
joint ventures - broken down the consolidated
financial statements - together with other
participating interests. The list forms part of
the present consolidated financial statements
filed with the Commercial Register in Munich,
and can be obtained via the Bank’s website at
www.hvbgroup.com/ir.

PRINCIPLES OF CONSOLIDATION

Consolidation is performed using the benchmark
method. The purchase price of a subsidiary is
offset against the value of the interest held in the
shareholders’ equity of the consolidated sub-
sidiary at the time of acquisition. The assets and
liabilities of the acquired company are carried

at the prorated fair value. Any remaining differ-
ence is recognized as goodwill under intangible
assets in the balance sheet and amortized over
the estimated useful life. The same principles
are applied when consolidating associated com-
panies and joint ventures using the equity
method. The profit of Bayerische Hypo- und Ver-
einsbank AG available for distribution is shown
as consolidated profit.

Business transactions between consolidated
companies are eliminated. Any intermediate
profits or losses arising from intercompany
transactions have been eliminated, except where
of negligible amount or where the cost of cal-
culating the intermediate profit or loss is dis-
proportionately high taking cost-benefit c0n51d~
erations into account. : :
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PROVISIONS FOR LOSSES ON LOANS
AND ADVANCES

6]
CASH RESERVE

Zero-interest Treasury notes are carried at

present value. Anticipated future loan losses, the structure
and quality of the loan portfolios, and general
economic factors are taken into account when

ASSETS HELD FOR TRADING PURPOSES

Besides assets held for trading purposes, this
item includes the positive market values of
traded derivatives.

Provided they are held for trading purposes,
note loans, registered bonds and Treasury bills
are carried as other assets for trading purposes.

Assets held for trading purposes are carried at
market value. The carrying value of derivative
financial instruments not traded on the stock
exchange is calculated using internal price mod-
els based on net present value computations and
option price models. Gains and losses arising
from trading activities are carried in the income
statement as gains less losses arising from trad-
ing securities, irrespective of whether they are
realized or not.

PLACEMENTS, LOANS AND ADVANCES

Placements with, and loans and advances to,
other banks and customers are carried at their
nominal values. Deferred items are created for
premiums and discounts. Interest and similar
income is no longer recognized when - irrespec-
tive of the legal position — an inflow of interest
receivables is no longer expected.

calculating provisions for losses on loans and
advances.

Specific loan-loss provisions to the amount of
the anticipated loss have been made to cover all
identifiable risks arising from domestic and
foreign lending operations. Specific loan-loss
provisions are reversed as soon as the lending
risk has ceased, or used if receivable is classified
uncollectible and written off.

The Bank makes general loan-loss provisions
and sets up reserves for cross-border loans
involving acute transfer risk and guarantees.
Country-specific risk provisions are created to
cover renegotiated loans, other finance facilities
(due in more than one year), and commercial
loans (due in less than one year) where payments
have been disrupted. Sound assets pledged to
the Bank as security reduce the Bank’s exposure
to loan-loss risk. No loan-loss provisions are
created for newly granted loans in countries
included as regional components of the Bank’s
business strategy. The group of countries with
acute transfer risk and the size of the corre-
sponding write-down rate are updated regularly
to take account of the current risk situation.

Risks related to commitments in foreign curren-
cies have been hedged in the same currency to
protect against fluctuations.

Latent lending risks are covered by general pro-
visions. The Bank recognizes loan losses for
which adequate specific provisions have not
been created, as consumption of general provi-
sions.

F
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INVESTMENTS, ., o o
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Compliant with 1AS 95 mveqtmenrs are 013551-
fied as either current or leng-term-assets,’
depending on the amount of time they are
anticipated to be heid. Current investments are
not normally held in the portfolio for more than
one year and are used primarily to invest liquid
assets for a short pprlod of time. They are.
carried at the lower 'of cost or market value. Any
reductions to market value and rew‘rsais of :,uch
reductions are re( ogmzed as 1nc0me or expense
as appropnate In the case of write-ups, the |
acquisition cost fo rms the upper va.lue limit.
Long-term mvestments are generall) held ppr-
manently orin the case of fixed- interest securi-
ties, to maturlty dnd are carried at updated
acqu1s1t10rr cost Ia \:)‘ther words, p1 emiums and
discounts a: ‘P added or deducted pro rata tempo-
ris. Write-downs are taken where there is a per-
manent dechne in value. If the reas.uns for the
write-down 10 lo: vgnﬁr apply, a2 Wr1t° -up is recog-
nized totaling no more than the a.cqulsmon cost.

Investments in non- consnhdated SUbSldldrlea
are carried at cost or at the lower carrying

amount at he balance sheet date 1f there 1s a
permanent, dechné iﬁ value Investmentb m 3,
associated compames are valued u:smg the
equity method, prov1ded they are not of minot

significance.

PROPERTY, PLANT ANLQ EQUIPMENT .

Property, plant and equipment is valued at.
acquisition o prOCUCtIOI’I cos less S0 heduled
depreciation ~ ins? »‘fq‘r as the assets are depre-
ciable - usin g the. ctrdlght -line methud based on
the assets’ e<pected useful lives. letureq in \
rented bu1ldmgs are depr-ﬁcmted over, thp telm
of the rental contrz th taking into account any
extension options;: 1ﬁr;hls is shorter than the nor-

mal useful life of the asset concerned.

Useful
economic life

Property, plant and equipment

Buildings 25-50 years
Fixtures in buildings not owned 10-25 years
Computer equipment 3- 5years
Other plant and office equipment 3-25 years

Non-scheduled depreciation is taken on prop-
erty, plant and equipment whese value is addi-
tionally reduced. Should the reasons for the
non-scheduled depreciation no longer apply,

a write-up is recognized totaling no more than
the updated acquisition or production cost.

Subsequent expenditure relating to an item of
property, plant and equipment is capitalized,
provided additional future economic benefits
will flow to the Bank. Expenditure on repairs
or maintenance of property, plant and equip-
ment is recognized as expense in the fiscal year
of accrual.

LEASE OPERATIONS

The Bank classifies leases on the basis of the
distribution of economic risks and rewards
arising from a leased asset between lessor and
lessee.

The Bank as lessor

Assets held under finance leases are recognized
as a receivable at an amount equal to the net
investment in the lease. Interest and similar
income is recognized on the basis of a constant,
periodic rate of return relating to the net invest-
ment outstanding.

Assets held under operating leases are recog-
nized as, and valued using the same principles
as, property, plant and equipment. Rental in-
come is recognized on a straight line basis over
the lease term.




The Bank as lessee

Under a finance lease, the asset is recognized as
property, plant and equipment, and the obliga-
tion as a liability. The amounts stated are equal
to the fair value of the leased asset at the incep-
tion of the lease or, if lower, at the present value
of the minimum lease payments. In calculating
the present value of the minimum lease pay-
ments, the interest rate implicit in the lease is
applied.

The rental payments are apportioned between
the finance charge and the reduction of the
outstanding liability. The finance charge reduces
the outstanding liability, and the rental payments
relating to operating leases are recognized as
rental expense. Contracts in which the Bank acts
as lessee are comparatively insignificant.

INTANGIBLE ASSET

The main item included in intangible assets is
goodwill, which is amortized over the assumed
useful life of 15 to 20 years. Factors to be con-
sidered when estimating the useful life primarily
include the strategic orientation and the antici-
pated future income of the subsidiary. Compliant
with 1AS 36, the value in use of goodwill is
checked regularly, with appropriate write-downs
being taken where necessary.

LIABILITIES

Liabilities are reported at the amounts to be
repaid. Any difference between this amount
and the issue amount is shown under prepaid
expenses or deferred income, and written down
pro rata temporis. However, non-interest-
bearing liabilities, such as zero bonds and other
discounted paper, are shown at cash value.

PROVISIONS

When assessing provisions for uncertain liabili-

~ ties and anticipated losses on pending transac-

tions, the Bank uses a best estimate compliant
with IAS 37.36 ff. Claims against third parties
under rights of recourse in conjunction with
provisions are insignificant. Long-term provi-
sions are generally discounted.

Compliant with 1AS 22.31, the Bank created a
provision for the integration of Bank Austria,
which increased the level of goodwill.

In accordance with 1AS 19 (revised 1998), the
Bank uses actuarial principles to determine
the provisions for pensions and similar com-
mitments. There have been no changes in the
assessment parameters since last year.

The amounts are calculated using the projected
unit credit method, taking into account the pre-
sent value of the defined benefit obligations and
unrealized actuarial gains and losses. Causes

of such gains and losses include, for example,
irregularities in the risk profile (e. g. higher or
lower rates of early retirement or mortality than
anticipated in the calculation principles applied)
or changes in the applicable parameters.

173
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OTHER LIABILITIES | l;{ SRR

Actuarial gains and losses are recdgnizéd i
accordance with'the corridor methmd Under!
this approcch gain5 and losses are‘ not recog-
nized as income n‘r‘é'xpense n subsequent years
unless the cumulative gains or losses at the
balance sheet dais exceed the greater of 10%

of the present value of the defined benefit oblig-
ation and t.1e assets-of an external retirement

benefit corperanon

The discou:t rate!is Dased on the long -term :
interest rate for flrst sclass, foed-yleld corporate

bonds at the balance sheet date. The amount of

the prov1s10ns rec”:')g‘nued in the balance sheet is
calculated vsing the prov1s10ns recovnlzed' mlthe
prior year plus the pensmn expense‘ dete rnlned
at the begmmng of the fiscal year lass payments

for the current f1scal year ffectmg llquldlty

M
|

Compliant wnth IAS 37, a.ccruals arel ShOW”l under
other liabilities. The<e are liabilities for goods
and services provided or received that have been
neither paid nor invoiced by the suppller nor
formally ag-eed. This also, includes current }
liabilities to employees sich as ﬂex—tlme credlts
and outstanding wcauon Accrua.ls‘ are earrled
at the amount hke_ywlo beused. |

FOREIGN CURRENCY TRANSLATION

Amounts in foreign currency are translated in
accordance with the principles set forth in

1AS 21. This standard calls for foreign currency
monetary items and spot transactions not com-
pleted at the reporting date to be translated into
euros at the reporting date using current market
rates. Non-monetary items carried at cost are
translated using the rate applicable at the time
of acquisition.

Non-monetary items carried at fair value are
translated using the rate applicable at the time
of valuation. Qutstanding forward contracts are
translated using the forward rate applicable at
the balance sheet date.

Income and expense items arising from foreign
currency translation are carried in the appropri-
ate items of the income statement.

Where they are not stated in euros, the balance
sheet, income and expense items reported by
the Bank’s foreign subsidiaries are translated
using current market rates at the balance sheet
date. Foreign-currency gains or losses resulting
from consolidation are carried as retained earn-
ings.

INCOME TAXES

Income taxes are accounted for in accordance
with the principles set forth in IAS 12 (revised
1996). Apart from a few exceptions allowed for
in the standard, deferred tax assets and liabili-
ties are recognized for all temporary differences
between the values stated in accordance with
IAS and values stated for tax-reporting purposes.
Deferred tax assets arising from unused losses
carried forward for tax-reporting purposes are
shown where permitted by 1AS 12 (revised 1996).

Since the concept is based on the presumption
of future tax assets and liabilities under the
liability method, the assets and liabilities are
computed using the tax rates that are expected
to apply when the differences are reversed.




SEGMENT REPORTING
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NOTES TO SEGMENT REPORTING

BY CORPORATE DIVISION

(PRIMARY SEGMENTATION)
The Bank is managed in business segments,
which is why they are defined as primary seg-
ments (cf. section on corporate divisions else-
where in this report). A detailed description of
the operations and products of the segments
served by the Bank is provided in the reports of
the six corporate divisions. The divisions oper-
ate as autonomous companies with their own
equity resources and responsibility for profits
and losses. Responsibility for serving customers
is the criterion used to delimit corporate divi-
sions. Following the repositioning of the Bank’s
corporate customer operations, a slight shift in
the segment boundaries separating the Private
Customers and Professionals and Corporate Cus-
tomers divisions took place since the third quar-
ter of 2000, with professional customers being
transferred from the Corporate Customer divi-
sion to the Private Customers and Professionals
division. The prior year figures have been
adjusted accordingly. The function of the Real
Estate Workout division and the development of
its portfolio are described in the Risk Report.

The Bank’s segment reporting is based on its
division controlling instrument. The results pro-
vided are reconciled with the income statement
prepared in accordance with IAS. Net interest
income is broken down using the market interest

calculation method. Overhead costs are allocated

to the correct division according to causation.
The Internal Services and Group Services divi-
sions are treated as external providers charging
fair market prices to the corporate divisions for
their services.

Goodwill arising from the acquisition of compa-
nies is allocated to the corporate divisions.
Where the commercial activities of an acquired
company span more than one segment, the
goodwill is distributed in line with the contribu-
tion to results expected at the time of acquisi-
tion.

Core capital totaling 5.4% is allocated to the
individual divisions in accordance with their
respective shares of risk assets as set forth in
Principle I of the banking supervisory regula-
tions regarding Section 10 of the German Bank-
ing Act. The average tied core capital calculated
in this way is used to compute the return on
investment, which is disclosed under net interest
income. In this context, we apply the rate of
interest which, according to our empirical obser-
vations, represents the average long-term return
of a risk-free asset on the capital market. The
average tied core capital for each corporate divi-
sion forms the basis for computing return on
equity. When calculating return on equity after
taxes, the Bank uses net income excluding
minority interest. Income taxes are allocated to
the corporate divisions in accordance with the
Group tax rate.

Other/consolidation reflects amounts that do
not fall under the sphere of responsibility of the
corporate divisions as well as cross-segment
consolidations. This includes consolidated
service companies, and net income from non-
consolidated subsidiaries not assigned to the
corporate divisions and from the strategic secu-
rities portfolio, which is the responsibility of the
Board of Managing Directors. Also incorporated
under this heading are the amounts resulting
from decisions taken with regard to asset/liabil-
ity management together with extraordinary
income and expenses.
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in millions of € ‘

Private Corporate

[ Real Estate Inter- Asset Real Estate Other/ Group-
i v Customers and’ Custom#fs ' “Financeand national Management Workout  consoli-
Professionals ! Real Estate ~ Markets dation
B ‘ . Customers
] ‘
Net interest income e ‘ g N
2000 \ Yol 2,206 1,355 T 1,478 469 4y 12 (369) 5,150
1999 K 2,039 1,235 1,354 500 8 81 (172) - 5,045
| oy : S
Provisions for losses il
on loans and adyances ' | ; inE
2000 ‘ 290 359 561 1 — (33) 1,186
1999 ‘ 245 416 219 4 = 1,581 2472
T b
Net commissior: ' 2
income i [ ‘ L
2000 1,423 491 92 238 333 2 (156) 2,423
1999 1,115 341 99 157 241 15 92) 1,876
Trading profit o K
2000 e 7 = 484 ) — 55 548
1999 .2 — — 417 (4) - (14) 401
General administrative
expenses } ' :
2000 ‘ . o, 2,568 842 574 537 248 53 60 4,882
1999 o s 2,412 864, " 558 460 195 41 40 4,570
i i HH | I‘\i\\ P!
E-commerce expénses :.i i :
2000 vl oy 107 o — — — — 128 235
1999 Y R — -~ — — — — — —
L] I
Balance of other ! T o -
operating incomeand ' [
expenses L o ;
2000 a9 6 18 ® 11 @ 65 55
1999 o ik 52 2t Cr(16) — 1 (1) 34 91
S AR ! B :
Operating profit !
2000 650 647 , 453 645 92 (13) (601) 1,873
1999 ! 551 317 - 660 610 51 (1,527) (291) 371
Net income from
investments .
2000 (i (40) 28 (46) 4 — 398 325
1999 1) 243 22 (120) 265 — 576 985
Amortization
of goodwill -
2000 11 24 4 12 20 — 18 89
1999 6 19 4 9 17 —_ 15 70
Balance of other | ‘
income and expenses
2000 “” 1z (5) @) 2 - (89) (18) (131
1999 12 (5] (3 (2) - (194) (22) (238)
Profit from ordinary}_— o
activities :
2000 o 615 578 . 473 585 68 {102y (239} 1,978
1099 — LY EETA €7% 479 200 TICTEN Py =




INCOME STATEMENT, BROKEN DOWN BY DIVISION

{contd.)

in millions of € Private Corporate Real Estate Inter- Asset Real Estate Other/ Group
Customers and Customers Finance and  national Management Workout  consoli-
Professionals Real Estate ~ Markets dation
Customers
Balance of extra-
ordinary income
and expenses
2000 — — — — — — (126) (126)
1999 - — — — — — (294) (294)
Netincome before taxes
2000 615 578 473 585 68 (102) (365) 1,852
1999 532 536 675 479 299 (1,721) (46) 754

KEY RATIOS, BROKEN DOWN BY DIVISION

in % Private Corporate Real Estate Inter- Asset Real Estate Group
Customers and Customers Finance and  national Management Workout!?
Professionals Real Estate Markets
Customers
Cost-income ratio
{based on operating revenues)
2000 71.0 45.6 36.1 45.4 729 — 59.7
1999 75.2 54.1 38.8 42.8 79.3 — 61.6
Return on equity before taxes
2000 20.6 20.0 12.8 35.7 — — 14.6
1999 18.5 18.1 19.2 34.6 — — 6.3
Return on equity after taxes
2000 13.0 12.2 6.7 22.9 — — 85
1999 10.4 10.1 9.9 19.8 - - 3.0
Return on equity after taxes,
net of amortization of goodwill
2000 13.3 13.0 6.8 23.6 — — 9.2
1999 10.7 10.7 10.0 20.4 — — 3.6

tFigures for the Real Estate
Workout division have no
informative value

17
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OPERATING PERFORMANCE, BROKEN DOWN BY DIVISION

I
L

in millions of € Private Corporate Real Estate Inter- Asset Real Estate Other/ Group
Custpmers_gﬁ Customers Financeand  national Management Workout consoli-
Professionals Real Estate  Markets dation
. Customers
Assets held for
trading purpose: e ‘ Lo
2000 i o 119 1,720 ; — 76,865 — — 592 79,296
1999 1 S 29 2 ' 1 45,056 — — — 45,088
Total volume of :2nding ‘
2000 T 112,523 157,818 (167,710) 22,317 163 8,006 (19,374) 449,163
1999 81,884 76,569 158,136 24,792 1 8,535 {310y 349,598
Deposits from -
other banks
2000 3,641 27,739 19,339 158,597 62 — {56,211) 153,217
1999 1,751 7,535 16,606 80,276 42 —  (21,910) 84,300
Amounts owed to
other depositors ' s [ N
2000 88,743 42,685 132,035 44,573 951 256 (7,150} 202,093
1999 51,712 17,160 ‘31,549 44,642 1,348 . 375 (3,734) 143,052
Promissory notez énd
other liabilities "
evidenced by pazer ‘ P -
2000 O o 1,283 198,443 159,683 — —_ 94 261,199
1999 it i 145 129,516 — — — 214,299

[
i EF
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RISK PROVISION RATES, BROKEN DOWN BY DIVISION
]

in millions of € Private Corporate Real Estate Inter- Asset Real Estate Other/ Group
Customers and Customers Finance and  national Management Workout consoli-
Professionals Real Estate  Markets dation
Customers

Total provisions for

losses on loans and

advances (€ millions)
2000 2,426 5,387 1,312 15 — 3,293 321 12,754
1999 1,620 3,198 825 23 —_ 3,778 217 9,661

Provision rate (%)’
2000 2.06 3.02 0.77 0.05 — 40.58 — 2.64
1999 1.92 3.57 0.51 0.08 — 39.28 — 2.58

Loans put on

a non-accrual basis

(€ millions)

2000 1,960 5,132 1,182 3 — 3,990 62 12,329
1999 960 2,031 713 2 — 3,532 43 7,281

Coverage rate for loans

put on a non-accrual

basis (%}2
2000 124 105 111 —3 — 83 — 103
1999 169 157 116 —3 — 107 — 133

! Ratio of total provisions to total 2 Ratio of total provisions to 3 Figures have no informative
lending (including municipal loans put on a non-accrual value
loans and guarantees) basis
24 ]

RISK POSITIONS, BROKEN DOWN BY DIVISION
]

in millions of € Private Corporate Real Estate Inter- Asset Real Estate Other/ Group
Customers and Customers Finance and  national Management Workout consoli-
Professionals Real Estate Markets dation
Customers

Risk assets

2000 72,414 118,676 83,954 20,834 246 2,954 25,092 324,170

1999 : 59,233 59,986 73,376 12,125 384 6,855 17,786 229,745
Market risk positions — — — 3,768 — — — 3,768

2000

1999 — — — 2,665 — — — 2,665

T
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CAPITAL, BROKEN DOWN

Private - Corporate

‘ Real Estate

in millions of € D Inter- Asset Real Estate Other/ Group
- Customers and Customers Finance and  national Management Workout consoli-
Professionals Real Estate ~ Markets dation
Customers
Average tied T
core capital ‘ o 1
2000 o 3,363 3,259 4,156 1,846 3 233 1,448 14,310
1999 3,()85 ) 3,1:5'5 ‘ 3,767 1,485 12 314 1,013 12,871
i : sl
Average equity capital : e |
2000 2084 2892 73,688 1638 4 207 1,286 12,699
1999 T o 2.874 ) . 3,509 1,383 11 293 944 11,991

bt o
. o ! i Rl T o v T
N i o . .
EMPLOYEES, BROKIN:DOWN BY DIVIiSION =
T — _— R

1
L

‘ 2009 1399

| o ‘ I o

Private Customersjand Professionals 36,416 19,517
Corporate Custommers . |- 10,234 6,195

Real Estate Finasce and ., ‘ P P

Real Estate Custoniers ‘ 4,047 4,543
International Markets 2,261 1,223

E(ﬂ Asset Management 1,146 791
o Real Estate Workoat 416 354
Internal Services/Group Services 18,347 113,547

Group !

72,867 46,170

. i i § ‘ i
Tt e i

SEGMENT REPORTING BY REGION

(SECONDARY SEGMENTATION)
Austria is now shown separately in the secondary
segmentation and the previous segments “Other
euro countries” and “Other western Europe”
have been consolidated since the Bank’s activi-
ties in Austria and in Central and Eastern Europe
have grown considerably through the merger
with Bank Austria. Furthermore, amounts aris-
ing from consolidation are shown separately
alongside the regions. The prior year figures
have been adjusted accordingly.

In the comparisons of income for the various
segments from the individual regions, it must
be borne in mind that the figures for the Bank
Austria Group are only shown pro rata temporis
starting from the time of initial consolidation

at the beginning of December 2000. In addition,
amortization of goodwill and refinancing ex-
penses serve to reduce the carrying amount of
the participating interest. This notably affects
the regions of Austria and Central and Eastern
Europe.

The allocation of amounts to regions is based on
the head office of the Group company or office
involved.




Income statement, broken down by region
-

in millions of € Germany Austria Other Central Americas Asia Consoli- Group
Western and Eastern dation
Europe Europe

Operating revenues
2000 6,224 282 770 435 387 80 (2) 8,176
1999 6,076 86 633 275 271 75 3) 7,413

Provisions for losses on

loans and advances
2000 1,062 45 15 41 39 (16) — 1,186
1999 2,359 1 6 72 2 32 — 2,472

General administrative

expenses
2000 3,696 228 479 291 144 54 (10) 4,882
1999 3,811 73 340 212 95 46 ) 4,570
Operating profit
2000 1,231 9 276 103 204 42 8 1,873
1999 (94) 12 287 9) 174 3) 4 371

Profit from

ordinary activities
2000 1,419 8 255 57 183 48 8 1,978
1999 637 4 263 45) 164 21 4 1,048

Net income before tax
2000 1,296 5 255 57 183 48 8 1,852
1999 350 3) 263 (45) 164 21 4 754

Cost-income ratio based on Employees, broken down by region
operational earnings, broken down by region .-
|
2000 1999
in % 2000 1999
Germany 35,293 35,524
Germany 59.4 627 Austria 14,838 512
Austria 30.9 84.9 Other Western Europe 2,370 1,835
Other Western Europe 62.2 53,7 Central and Eastern Europe 19,501 7,697
Central and Eastern Europe 66.9 77.1 Americas 608 369
Americas 37.2 35.1 Asia 257 233
Asia 67.5 61.3 Group 72,867 46,170
Group 59.7 61.6

|
The merger with the Bank Austria Group caused

Total volume of lending, broken down by region the total number of employees to rise 26,550 in
| 2000; Austria represents 14,268 of this figure,
o ofE 5606 1959 while 11,963 is attributable to Central and East-
ern Europe.

Germany 306,903 299,583

Austria 73,579 598

Other Western Europe 44,213 36,544

Central and Eastern Europe (10,671) 3,628

Americas 24,670 8,350

Asia 7.727 4,504

Consolidation (18,600) (3,609)
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NOTES TO THEMCONSOLIDATED ' T

INCOME STATEMENT | " [.]  NETCOMMISSION INCOME _
o wu I R R .
s | ) R in millions of € 2000 1999
NET INTEREST INCOME
; K v 0 Securities and custodial services 1,544 1,167
o SRy ‘ : Foreign trade operations 219 176
in millions of € 7 2001 1999 Money transfer operations 212 179
' Lending operations 254 220
Interest and similar income from ‘ Co Other service operations 194 134
lending and rioney marks: ‘ L Total 2,423 1,876
transactions ‘ 26,087 23,223
fixed-income securities and L ]
government-inscribed debt 4,446 3,007
qulty sec%mtlle:s antfl cnhsr ‘ ‘ R ST
variable-yield securities 289 195
participatinginferestsj i 191 71 GAINS LESS LOSSES ARISING FROM
subsidiaries | . . T T TRADING SECURITIES (TRADING PROFIT)
companies vlved at equity & 29 ___________—
Interest expens= v ‘ in millions of € 2000 1999
and similar cha-ges for j
deposits L L 13,523 10,785 Equity contracts 258 264
promissory nntgs and c-ther habllmes Lo Interest rate and currency contracts 290 137
evidenced by paper ! 1| ST 11589 10,148 Total 548 401
subordinated capital =~ T’ i 368 655
i e T T |
Net income from lease operations ;'96 72
‘ ‘ ‘ This item includes interest and dividend income
Total s 5,150 " 5,045

totaling €1,185 million and refinancing costs
resulting from trading activities totaling €1,198
million.

Interest margin ‘ o
—m: ‘ ‘ 32

it ‘ i GENERAL ADMINISTRATIVE EXPENSES

in % ; S ‘ . 2()( 0 1999
x |
Based on average risk assets. 2.33 2.47 b millions of € 5000 1999
Baged on average volume of business 1.06 1.10
‘ ; Personnel expense 2,901 2,546
' ; Wages and salaries 2,274 1,983
; Social security costs 340 322
! 1 N o (R ! i
L 29 ] ' i Pension and other employee
PROVISIONS FOR LOSSES ON : : benefit costs 287 241
. S
LOANS AND A DVA N q E S T “ Other administrative expenses 1,434 1,548
| i AN RS Depreciation and amortization 547 476
Lo R I - orrproperty;, plant and equipment ~ - -~ <531 - o7 47277
in millions of € ! w I T 2000 1999 on other intangible assets, '
X excluding goodwill 16 4
Additions A ‘ 2254 | 3,749 Total 488 4,570
Reversals ! o ' (998 (1 194) ‘
Payments received for w:itten;oﬁ' loans 70y ... (63)

Total Hl o ; 1,186 . 2472




E-COMMERCE EXPENSES

The Internet is leading to rapid changes in pat-
terns of customer behavior. In order to better
master these changes and expand its multi-
optional sales channels, the Bank made a special
budget available for e-commerce activities this
year, showing the expenses in a separate item in
the income statement. (See the sections pertain-
ing to the Bank’s Webpower projects for more
information on e-business activities.)

The expenses totaling €235 million break down
into €102 million at the parent bank and €133
million at subsidiaries. These totals relate pri-
marily to expenses arising in conjunction with
the sharp rise in the number of online transac-
tions, and expenses for the extension of the
range of banking services covered over the Inter-
net and for the creation of an Internet portal

At €59 million, the expenditures for real estate
not used by the Bank in its normal operations
represents the largest single item under other
operating expenses. Also included are expenses
from additions to provisions other than provi-
sions for losses on loans and advances. More-
over, the Bank again considerably increased its
contribution to the “Remembrance, Responsibil-
ity and the Future” German Economic Founda-
tion Initiative, for which it had created a provi-
sion in 1999.

Apart from this, there are no substantial individ-
ual items included in other operating expenses.

OPERATING REVENUES

Breakdown of operating revenues
|

; ) ) ) in millions of € 2000 1999
offering comprehensive services relating to real
estate. Net interest income 5,150 5,045
Net commission income 2,423 1,876
Similar expenses recorded in the prior year Gains less losses arising
accrued again in the year under review, but were from trading securities (trading profit) 548 401

immaterial. These were not recorded separately
and are carried under general administrative
expenses.

Balance of other operating income

and expenses 55 91
Total 8,176 7,413

L34
BALANCE OF OTHER OPERATING INCOME AND 36
EXPENSES EFFECTS OF CHANGES IN FOREIGN EXCHANGE
RATES

in millions of € 2000 1999
Other operating income 307 412
Other operating expenses 252 321
Total 55 91

This item includes income totaling €57 million
from the reversal of provisions other than provi-
sions for losses on loans and advances, rental
income totaling €66 million, and gains on the
sale of real estate totaling €46 million.

The following table shows the effects of changes
in foreign exchange rates on significant items in
the income statement. The change in foreign
exchanges rates compared with the previous
year, notably the weakening of the euro against
the dollar, sterling and other important interna-
tional currencies, boosted net interest income
and net commission income, and increased
administrative expenses.

in millions of € Effect Adjusted changes
in € millions in € millions in %

Net interest income + 38 + 67 + 1.3

Net commission income +14 +533 +28.4

Gains less losses arising

from trading securities

{trading profit) 5 Y142 +354

General administrative
expenses + 32 + 280 + 6.1




5]

1 S
NET INCOME, F‘\ROM[INVEST[MENTS f e
- Net income from- thelsale and valuatlon”of short-
and long- term 1nvthmen,s is carrle“d under« fthlS

\)‘

~ item. Net income, ]Irom long -term 1nvestments

totaled €351wm1111;«)r!;’ T he lar:fest 1tem mcluded

~ are the gams on thelsale’ 'of part ofthe Bank’s;
holding of E.ON shares of €290 mﬂhon The Bank
realized net ]osseg'o‘ﬂ the sale of short- terrq

investments Jotahngw€29 mllhon

' M“,

338

AMORTIZAT!C)N OF ‘oOODWILL
€11 million of the « hdnge since last year reldtes
to the amoriization of goodwill regarding Bank
Austria. This corresponds to prorated annual
amortization for an amortlzatlon permd of Z()

years. ‘

preg o qethr

inmilionsof€ | . . 2000 | 1999
Other income ‘ \—— —
Other expenses o 131 238
of which: ! L o e
Other taxes ' '! e o 270 D25
Losses assume:d! e ‘ 951 213
Balance of other income and 2xpenses (131)  (238)

40| |
BALANCE OF E)(TRA )RDINARY |
INCOME AND EXPENJES

in millions of € ! 2000 1999

\H

;
Extraordinary inconie i

1
— |
T

,
|

Extraordinary expsmses 11 |j)| I 1261 Np zQ
i il

X
‘Balance of extraordinaryiacome [ ” i o
and expenses i L ‘ aza (294)

ot RIS T v e

Merger-related expenses to fine-tune computer
systems and for a number of integration mea-
sures not completed until 2000 accrued for the
last time in conjunction with the merger of the -
former Vereinsbank and the former HYPO-BANK.
Thus the total expenditures for this merger since
1997 amounts to €750 million (1997: €96 mil-
lion; 1998: €234 million; 1999: €294 million;
2000: €126 million).

INCOME TAXES

This item breaks down as follows:
(- e e

in millions of € 2000 1999
Current taxes ‘ 504 464
Deferred taxes 164 (149)
Total 668 315

Deferred tax assets and liabilities result from
the creation and reversal of tax deferrals during
the year under review. Deferred tax liabilities
can be primarily attributed to temporary differ-
ences arising or reversing (€57 million) and to
changes in tax rates (€98 million).

The differences between computed income tax
and recognized income taxes are represented in
the following chart.

in millions of € 2000 1999
Net income before taxes 1,852 754
Applicable tax rate 42.2% 42.2%
Computed income taxes 782 318
Tax effects

arising from prior years and

changes in tax rates 150 73

-arising from-foreignincome - "~ "~ T "7 (185) T (66)

" “arising ffofi Tion-taxable income ) (154) (52)

arising from different tax laws (30) 67)

arising from non-deductible

expenses 24 77

arising from amortization of goodwill 37 29

arising from other differences 44 3
Recognized income taxes 668 315




The tax rate applicable in the year under review
remained unchanged at 42.2%. The figure com-
prises the current rate of corporate income tax
in Germany of 40% and the solidarity surcharge
of 5.5% of corporate income tax. The 45% rate
of corporate income tax remains in effect for
any dividends received from corporations whose
income is subject to the 45% rate of corporate
income tax.

The tax effect arising from prior years is attrib-
utable among other things to tax expenses for
earlier years and revaluations of deferred tax
assets and liabilities resulting from changes in
tax rates. In the year under review, this item also
includes the effects arising in 2000 from the
future reduction in the rate of corporate income
tax to 25% under the German Tax Reduction Act
(Steuersenkungsgesetz).

The effect on tax of foreign income results
from the different tax rates applicable in other
countries.

The item tax effects arising from different tax
laws comprises primarily a reduction in the rate
of German corporate income tax applicable to
dividends, the non-uniform rates of local income
tax applied in Germany, and a reduction in cor-
porate income tax and the solidarity surcharge
resulting from the deduction of local income tax.
This item also includes the increase of corporate
income tax to 45% on dividends received from
corporations on net income subject to a corpo-
rate income tax rate of 45%.

The deferred tax assets and liabilities result
from temporary differences in the following
items:
]

in millions of € 2000 1999
Deferred tax liabilities

Placements with, and leans and

advances to, other banks and customers 137 145
Assets/liabilities

held for trading purposes 176 184
Investments 251 36
Property, plant and equipment 156 105
Other assets/liabilities 43 114
Deposits from other banks/amounts

owed to other depositors 9 146
Other 40 85
Deferred tax liabilities before netting 812 815
Netting (202) —
Deferred tax liabilities carried 610 815

Deferred tax assets
Assets/liabilities

held for trading purposes 161 105
Investments 18 24
Property, plant and equipment 145 194
Provisions 661 396
Other assets/liabilities 312 520
Deposits from other banks/amounts

owed to other depositors 204 170
Losses carried forward 314 42
Other 32 41
Deferred tax assets before netting 1,847 1,492
Netting (202) —
Deferred tax assets carried 1,645 1,492

The German Tax Reduction Act fundamentally
altered the taxation of German corporations and
their shareholders. Starting January 1, 2001,
corporations are to be charged a definitive cor-
porate income tax rate of 25%, irrespective of
whether the profits are distributed or not. Since
the German Tax Reduction Act was already
enacted by the balance sheet date, the deferred
tax assets and liabilities are, compliant with

IAS 12.47 (revised 1996), to be measured using
the future rate of corporate income tax. Hence
deferred tax assets and liabilities are measured
for our domestic companies using a uniform rate
of corporate income tax, including the solidarity
surcharge, of 26.4% (compared with a standard
corporate income rate, including the solidarity
surcharge of 42.2% in 1999) and the unchanged

185




EARNINGS PER SHARE" - v

rate of municipal trade tax of 18.2%. Given the
allowance to dedust municipal trade tax when
calculating corporateiincome tax, this resuits.
ina reductlon in theutotal assessment rate for
deferred taxes from 32.7% t0 39.89

The total for currentand‘deferred tja%es\de-f

ducted directly from provisions in the year under
review amouants to €29 million (1999 €43 mil-

lion). |

No deferred tax assets have been recognized fbr
tax losses carried forward totaling €686 mllhon
since the criteria for recognition are not met. At
the present time, it seems unlikely that the -
losses carried forward will be used..

i R T i RIRE e e

[ 2000 1999
Net income adjus:ed for minority ;
interest (in € millinas) 1,079 354
Net income adjus:ed for mmortty " ‘ :
interest and before/amortization ; o
of goodwill (in € millions) 1,168 . 429
Average number cfishares. . ., - 430,988,701 418,422,202
Earnings per shere (in €)1 i+ 250 . D.86
=E T - = =
Earnings per shere (in €) :
(excl. amortizati-n of goodwill) 2.71 1.03.

L Sl L o

A figure for diluted éarnings per share was no“t
calculated as no conversicn or option rights :
were still ouustandmg at the balance sheet ddte

e R L L S ey

[ 43 ]
STATEMENT OF VALUE ADDED
Creation:
— " |

in millions of € 2000 1999
Operating revenues 8,176 7,413
Net income from investments 325 985

Total income 8,501 8,398

Provisions for losses on loans

and advances 1,186 2,472

Other administrative expenses 1,434 1,548

E-commerce expenses 235 —_

Depreciation and amortization

on property, plant and equipment,

and goodwill 636 546

Other expenses (excl. taxes) 104 213

Extraordinary expenses 126 294

Value added 4,780 3,325

]
Use:
- - - ]

in millions of € 2000 1999
Value added 4,780 3,325
Employees (personnel expense) 2,901 2,546
Public authorities (taxes) 695 340
HypoVereinsbank shareholders

(dividend) 456 359
Minority interest 105 80
Companies 623 —

NOTES TO THE CONSOLIDATED
BALANCE SHEET

44
CASH RESERVE
L |

in millions of € 2000 1999
Cash on hand and balances
with-central-banks- 5,707 © 4,170

Treasury bills and other bills eligible

for refinancing with central banks 802 861
Treasury bills, zero-interest Treasury
notes and similar debt instruments

of public-sector entities 294 235
Bills of exchange 508 626
Total 6,509 5,031
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ASSETS HELD FOR TRADING PURPOSES
L

in millions of € 2000 1999

Debt securities and other fixed-income

securities 34,494 18,506
Money market instruments 3,958 548
Bonds and notes 30,536 17,958

issued by public-sector borrowers 8,266 4,449

issued by other borrowers 16,385 8,793

own debt securities 5,885 4,716
of which:

Marketable securities 32,988 18,447
listed 27.156 16,335
unlisted 5,832 2,112

Equity securities and other

variable-yield securities 6,884 3,977
Equity securities 6,014 3,668
Investment certificates 637 95
Other 233 214

of which:

Marketable securities 4,389 3,753
listed 4,060 3,734
unlisted 329 19

Positive market values arising from

derivative financial instruments 35,574 20,853
Other assets held for trading purposes 2,344 1,752
Total 79,296 45,088

-~ |
|46
PLACEMENTS WITH, AND LOANS AND
ADVANCES TO, OTHER BANKS
Placements with, and loans and advances to,

domestic and foreign banks, broken down by
type of business

Assets held for trading purposes are carried at
market value. The difference between market
value and the cost of acquisition of listed securi-
ties totals €569 million. This is offset by deriva-
tives with negative market values and liabilities
held for trading purposes.

Debt securities and other fixed-income securities
receivable from subsidiaries and companies in
which a participating interest is held

in millions of € 2000 1999
Non-consolidated subsidiaries — 41
Companies in which a participating

interest is held 6 14
Total 6 55

in millions of €

Domestic banks Foreign banks

2000 1999 2000 1999

Loans 27,152 27,490 10,239 5,744
of which: Mortgage loans 405 398 1 1
Municipal loans 25,402 25,139 678 398

Money market transactions 8,400 8,954 39,146 8,441
of which: Reverse repos 1,881 : 970 7,987 2,574
Other placements, loans and advances 1,681 4,685 4,760 895
Total 37,233 41,129 54,145 15,080

5
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1 LOANS AND ADVANCES TO CUSTOMiERS

Placemens: s\wnl’ \c\;:]ﬂd lcans and advances to

other ban-_s bro ken down by maturlty

I ORI 11 [
7 TTUU ! ; T i
inmilionsof€ 2000 1999

5320 . 7860
85058 48,349

Repayable on demand
With agreed maturities  ©

up to 3morshs 1 34,578 - 16,156
from 3 months to 1 year: 20,315 1 15,534
from 1 year io 5 years : 14,949 .. 13,720
from 5 years «ind over : 15216 12,939

s 91‘,..78 . 56,209

Total ‘

E \- . . :‘\
i |

Placements w1th <and loans and advances to
subsidiaries and companies in which a
part1c1patmg interest is held
—_—

i R !

inmillions of € - 2030 1999
Non-consolidated subsidiariss 598 €4
Companies in whicha s i
participating interest is held ! 2,35¢ . 378
- Total T T T T 2952 442

v;)‘\w‘ i \'H\'

i ]x\ i

o EEaNT S

L Hai
R N e

Rl

Loans and adwvances to customers, .
broken down by type of business ,} . ‘;

in millions of € : 20()0 199"
Loans 411,097 315,684
of which: ) o
Mortgage loans 170,297 159,056
Municipal loans . 67,977 62,563
Other loans secured T ‘

by real-estate liens Cal 14,326 '15,225;
Monsey market transactions- v ‘ 9,644 8,961‘*“
of which: E L
Reverse repos “j 7.325 7,559
Other loans and advances 3,631 1, 121“
Total \ Nt ‘ 424372 325,771
| P ' L :
i _________ '

broken down k{y loc : ,

in millions of € 2000 1999

Domestic customers | BN
Foreign customers. “143.008
Total ‘ , 424,372

325,771

381,364 | 271,801
53,880

Loans and advances to customers,
broken down by maturity

in millions of € 2000 1999
Repayable on demand 27,531 19,309
With agreed maturities 396,841 306,462
up to 3 months 48,421 35,953
from 3 months to 1 year 32,363 19,914
from 1 year to 5 years 91,574 64,189
from 5 years and over 224,483 186,406
Total 424,372 325,771

Loans and advances to subsidiaries and
companies in which a participating interest
is held

in millions of € 2000 1999
Non-consoclidated subsidiaries 3,871 2,794
Companies in which a participating

interest is held . - 3,449 2,427
Total 7,320 5,221

Amounts receivable from lease operations
(finance leases)

in millions of € 2000 1999

Gross investment value
(by remaining maturity)

up to 3 months 207 —

from 3 months to 1 year 559 29

from 1 year to 5 years 1,855 98

from 5 years and over 1,920 251
Total gross investment value 4,541 378
of which:

Unguaranteed residual values 820 34

Unearned finance income
(by remaining maturity)

up to 3 months (37) —
from 3 months to 1 year {116) (14)
from 1 year to 5 years (423) (49)
from 5 years and over (546) (36)
Total unearned finance income (1,122) (99)
Net investment (by remaining maturity)
up to 3 months 170 —
from 3 months to 1 year 443 15
from 1 year to 5 years 1,432 49
from 5 years and over . 1,374 215
Total net investment 3,419 279




The gross investment in the lease is the aggre-
gate of the minimum lease payments under a
finance lease from the standpoint of the lessor

and any unguaranteed residual value accruing to
the lessor. The minimum lease payments are the
payments over the lease term that the lessee can

be required to make together with any residual

values guaranteed.

The unguaranteed residual value is that portion

of the residual value of the leased asset, the real-
ization of which by the lessor is not assured. The
residual value of the leased asset is estimated at
the inception of the lease.

PROVISIONS FOR LOSSES ON LOANS AND ADVANCES

Unearned finance income is the difference be-

tween the lessor’s gross investment in the lease

and its present value (net investment).

LENDING VOLUME

Breakdown by content

in millions of € 2000 1999
Bills, unless shown under loans
and advances 675 675
Loans to banks 37,391 33,234
Loans and advances to customers 411,097 315,689
Total 449,163 349,598
of which:
Mortgage loans 170,703 159,455
Municipal loans 94,057 88,100

Analysis of provisions for losses on loans and advances
. ______________________________________|

in millions of €

Counterparty risk

Country risk

Latent risk Total

of which:

loan-loss provisions

2000 1999 2000 1999 2000 1999 2000 1999 2000 1999

Balance at January 1 8,839 7.091 307 442 515 450 9,661 7,983 575 476

Changes affecting income
+ Gross additions 2,044 3,501 79 65 131 163 2,254 3,729 107 227
- Write-backs 896 962 97 228 5 4 998 1,194 91 96

Changes not affecting income
+/- Changes in the balance due to

initial and final consolidations 3,030 47 — — 132 4 3,162 51 98 —
- Use of existing provisions for

losses on loans and advances 1,347 1,152 110 — 80 124 1,537 1,276 5 3
+/- Effects of currency translation

and other changes not

affecting income 200 314 7 28 5 26 212 368 (79) 29)
Balance at December 31 11,870 8,839 186 307 698 515 12,754 9,661 605 575

e




Breakdown ofprowsmns for losses. . =
on loans and advances : o

| RINHI S R

~539

in millions of €

Placements witn, and loins and

advances to, other banks !, o 240 - 378
Loans and advances to (LSt omers B 11,900 8.703
Bills of exchangs g v ) 9 TS
Guarantees and other ltems . 605 575

12,754 v

. Total T o \‘jv ;9.\661

T

Loans put (m a non“accrual basis -
Placements w1th and loans end advances to,!
other banks and customers include loans total-
ing €12.3 billion (1999: €7.3 b11110n] put ona |
non-accrual basis. ; |

The increa,sa;can'be“attrl uted prlmarllv to the

ST o sl v e gy
|
I
[

effects of 1n1t1al consohdamon At thw same tlme

we have extnnded tl‘e definition and a.djusted

the prior yea* flgure accordlngly The pI‘Oth‘thIl

of loans putcna non- -accrual basisita the tDtrll
lending Volee rose 10 2.55% (1999: 1.94%). d

Consequent; y, tota- prov151onq for losses on loans

and advances amount to 103% (1999 133%) of
the loans pttona l'lOIl -accruel ba51§ "Thlc. .

resulted in &' ﬂoss of mterest totahng t586 nﬁl-
lion this year (1999 €355 million). ‘

LS50 ]
INVESTMENTS

Analysis of investrients

Risk provision rates!

b .

in % 2000 1999
Net addition rate? 0.36 0.66
Loan-loss rate3 0.39 0.32
Ratio of provisions to total lendings#+ 2.64 2.58

b .

1These rates are based on
the lending volume (including-
municipal loans and guaran-
tees)

ZNet additions = gross additions
less write-backs of provisions
for counterparty risk, country
risk, and latent risk, less pay-
ments received for written-off
loans. To ensure comparabil-
ity, the annual figures were
used for the initially consoli-
dated Bank Austria Group
instead of prorated figures

3Loan losses = use of existing
provisions for losses on loans
and advances less payments
received for written-off loans.
To ensure comparability,
the annual figures were used
for the initially consolidated
Bank Austria Group instead of
prorated figures

4Total provisions for losses on
loans and advances = provi-
sions for counterparty risk,
country risk and latent risk

in millions of € 2000 1999
Non-consolidated! sub51d1ar1e< ‘ 1,911 549
of which: banks 219 118

financie! service ‘nstitutions 182 17
Companies valuec at equity 1,486 486
of which: banks o ‘ 382 63

financial service institutions 60 —
Participating interests ‘ 1,941 1,177
of which: banks 489 281

financia! service insiitutions ; 149 5
Debt securities and other fixed:income securities 91,909 58,434
of which: long-teriinvestmerits ‘ 40,316 16,155
Equity securities and other variable-yield securities.’ 12,265 8,031
of which: long-term investiuents 9,558 7,150
Total 68,677

109,512




Breakdown of carrying amounts at December 31, 2000

in millions of € Non- Companies  Participating Debt securities Equity Total
consolidated valued interests and other securities
subsidiaries at equity fixed-income and other
securities  variable-yield
securities
Marketable securities 557 475 1,062 84,781 9,705 96,580
listed securities 309 475 1,016 78,830 6,676 87,306
unlisted securities 248 — 46 5,951 3,029 9,274

Interest and dividend income totaling €4,897 €14,522 million of the debt securities and other
million was realized on investments. There were fixed-income securities mature in 2001.

no restrictions on the disposal or collection of

income from investments.

Analysis of long-term investments

in millions of € Non- Companies  Participating Debt securities Equity Total
consolidated valued interests and other securities
subsidiaries at equity fixed-income and other
securities  variable-yield
securities

Acquisition cost

Balance at Jan. 1, 2000 682 489 1,238 16,156 7,187 25,752
Changes in consolidated group 1,229 994 555 20,590 1,394 24,762
Changes arising from foreign
currency translation 1 — — 1 3 5
Additions 264 23 320 7,506 1,879 9,992
Reclassifications (3) 13 (17) 92) (25) (124)
Disposals 22 30 32 3,547 778 4,409
Balance at Dec. 31, 2000 2,151 1,489 2,064 40,614 9,660 55,978
Write-ups during fiscal year — 7 1 3 11

Cumulative change resulting from

accounting using the equity method 3) (3)

Write-downs
Balance at Jan. 1, 2000 133 61 1 37 232
Changes in consolidated group 94 65 294 2 455
Changes arising from foreign

currency translation — — — — _

Write-downs 12 8 4 71 95
Reclassifications 1 (48] — —_ —
Disposals — 3 - 5 8
Balance at Dec. 31, 2000 240 130 299 105 774

Carrying amounts
Balance at Dec. 31, 2000 1,911 1,486 1,941 40,316 9,558 55,212
Balance at Dec. 31, 1999 549 486 1,177 16,155 7,150 25,517

To1




" securities: ;- |

The following tables“ahow the breakdowr: of
debt securities and oa:herv fixed- 1nc0me securities
and equity cecurmes and oth@r varlable y1eld

in millions of € * - 2(){10 1999

Debt securities and other |

91,909

fixed-income securities - j’ . 58,434
Money marke: instruments 3074 119
Bonds and nctes L 88,315 . 58,324

issued by wublic-sector: borrowers 29,894 18,430
issued by nther borrowers 43,636 24,952
own debt gecurities | 'V \ 15,235 14,942

Equity securities iifld other " ‘ I

variable-yield securities 12,265 8,031

of which: ; R .
Equities R T 7542 6,106
Investment cestificates ! — 3,235 - 1,292

."' ‘1[ \IH
o Coh ‘ "
I IRl o 1
B &)

i
[N

BE

Debt securities and other fixed-income securi-
ties payable to subsidiaries and companies in
which a participating interest is held
.

in millions of € 2000 1999
Non consolidated subsidiaries 11 —
Companies in which a

participating interest is held 262 94
Total 273 94

Market value of investments

The market value of the major investments in
listed non-banks held by the parent bank and
the Group. companies in excess of a 5% interest -
in the capital stock of the company concerned
totals €16.3 billion. When compared with the
carrying amounts, the resulting upside price
potential totals €9.7 billion (1999: €6.0 billion).

The Bank does not have any entrepreneurial
objectives with regard to the interests listed
below and does not exercise any influence over
financial or operational decisions.




Major investments in listed non-banks
.

2000 2000 1999 1999
Interest  Market value Interest Market value
in% in€ millions in%  in€ millions
Agrob AG 52.7 32 52.7 63
Aktienbrauerei Kaufbeuren AG 75.7 9 75.7 11
Allianz AG 6.8 6,628 6.8 5,554
Brau und Brunnen AG 55.21 35 55.21 118
Miinchener Riickversicherungs-Gesellschaft AG 13.3 8,956 13.3 5,982
Rheinhold & Mahla Aktiengesellschaft — — 12.7 8
Gabriel Sedlmayr Spaten-Franziskaner-Brau
Kommanditgesellschaft auf Aktien 19.02 121 19.72 95
VIAG AG? — —_ 5.33 660
Wiistenrot & Wiirttembergische AG 7.6 137 7.6 221
Aligemeine Bauges. - A. Porr AG#4 32.6 62 — —
Immotrust Anlagen AG* 25.0 17 — —
Lambacher HITIAG Leinen AG4 65.9 10 — —
Lenzing AG45 50.1 147 — —
Unternehmens Invest AG* 17.6 13 — —
Wiener Stidtische Allg. Vers. AG* 8.0 111 — —
Total 16,278 12,712

.|
4Held by Bank Austria AG, which

10f the 55.2% holding, 33.6%
is classified as long-term and
the remaining 21.6% as current
investments

2As a percentage of limited part-
nership capital; percentage of
total capital = 11.9% (1999:
12.1%)

3This company merged with
VEBA AG in 2000 to form E.ON
AG. Hl-Industriebeteiligungsge-
sellschaft mbH holds a 1.9%
interest in E.ON AG, which is
not carried in the Bank’s
accounts. The Bank holds a
1.8% interest in E.ON AG
through HI-Vermogensverwal-
tungsgesellschaft mbH. This
company is not consolidated as
the Bank does not hold a
majority interest

was acquired in 2000

5Sold in 2001

153
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PROPERTY, PLANTIAND EQUIPMENT!

U P K ‘

il

in millions of € Land and Plant and of which: Leased Total
buildings operating  self-produced assets!
equipment computer
software
Acquisition/praduction icost ‘ ‘
Balance at Jari.. 1, 2000 ' ' ' . 2,609 3,000 52 1,694 7,303
Changes in consolidated group ' . 1,382 1,178 — 127 2,687
Changes arieing from fore ign currency translaﬁcn . 7 11 — 1 19
Additions : ) 300 444 68 68 812
Reclassifications oo ‘ R 98 (16) - (1,133) (1,051)
Disposals ‘ L . I 96 359 — — 455
Balance at Deg. 31, ZUOC ‘ dhen 4,300 4,258 120 757 9,315
Depreciation | S - i ' ]
Balance at Jen; 1, 2000 1|1 ‘ j L 670 1,596 12 548 2,814 .
Changes in ¢+nsolidaied/group A 276 715 - 4 995
Changes arising from i xoreIgn currency translat D0 1. 5 — — 6
Scheduled dentecmtmn 65 462 10 15 542
Non,schedul»:d‘rdepre<xat;dn S Gy 1 - — — 1
Reclassificationis ' e 99 ey — _(446) .. .(368). .
~ Disposals | 7] neamee o e 43 309 — — 352
Balance at Dec. 31, 2000 B, 1,069 2,448 22 121 3.638
‘ et
Write-ups durir:g ‘\;ﬁscal«y'ean P — — — — —_
‘\
Carrying amour:ts o ‘
j Balance at De:. 31, 2(1003‘ . 3,231 1,810 98 636 5,677
194 Balance at Des. 31, 19299 ' 1,939 1,404 40 1,146 4,489

| L ‘ .
: . N i [ IR B
tfrom operating leases . L P

o

Plant and operatmg equlprnent includesthe cost The market value of land and buildings rented to
of internal software development tctahng €98 third parties totaled €746 million at the balance
million, of Whlch €10'million was depreciated sheet date.

during the y2ar under review. The underlying:
useful life for straight-line depreciation is five'
years. Computer dev\elopmem costs are collaTed
and allocated broks 1 down by personnel and
other operating expenses, usmg an 1r1terr1a- cost

The following table shows a breakdown of future
minimum lease payments from irrevocable oper-
ating leases:
|

accounting cystem g o in millions of € 2000 1999

The Bank use d lapd and bulldlngs w1th g ch‘ry up to 1 year 733 196
| mv

ing amount :)t €2, 330 million (1999; €1 782 m11— from 1 year to 5 years 1.852 270

lion) in its o e*ratlonq from 5 years and over 1,212 235

p Total 3.797 701

Property, plant and ecu1pment 1ncludes pay-
ments of €192 million made for construction
in progress. This item also includes obligations
of €78 million for the acquisition of i lremc of
property, pla1t and eqmpmem
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INTANGIBLE ASSETS
Analysis of intangible assets
.

in millions of € Goodwill Other intangible assets
of which: of which:
from subsidiaries companies

valued at equity

Acquisition/production cost

Balance at Jan. 1, 2000 1,099 -— 22
Changes in consolidated group 2,905 62 315
Changes arising from foreign currency translation — — 2
Additions — _ 28
Reclassifications (12) — —
Disposals — — —
Balance at Dec. 31, 2000 3,992 62 387

Write-ups during fiscal year — — —

Amortization
Balance at Jan. 1, 2000 238 — 10
Changes in consolidated group 111 — 126
Changes arising from foreign currency translation — — 1
Scheduled amortization 85 4 13
Non-scheduled amortization — — 3
Reclassifications 12 —_ —_
Disposals — — —
Balance at Dec. 31, 2000 422 4 153
Carrying amounts m?’
Balance at Dec. 31, 2000 3,570 58 234 ‘
Balance at Dec. 31, 1999 861 — 12

Amortization of goodwill is shown in a separate L 53]
item in the income statement. Amortization OTHER ASSETS
of other intangible assets is carried under depre- e
ciation and amortization on intangible assets T ilions oT € 5006 1599
within general administrative expenses.

Tax assets 2,089 1,712
Due to the initial consolidation of SelfTrade and Current 1ax assets 34 520
Bank Austria, goodwill rose €173 million and Deferred tax assets 1,645 1,492
€2.6 billion, respectively. In addition to the good- 1;41509"?“60115 other assets ‘Z*-‘:?; ?22;

. 117 . repald expenses , s

will of €0.4 billion recorded at source in Bank Tot‘;l P e

Austria plus the €0.1 billion of goodwill arising
from Powszechny Bank Kredytowy, €2.1 billion S

accrued to the Bank on the acquisition of Bank
Austria.




Prepald expenses -’

Miscellanecus other asse:s _
This item includes option premiums pald on
assets not hald for trading purposes as well as
checks and notes due. No other material items
are contamed in ml%ella:eous other assets.

[ T \H i - B
i

This item 1n«4udes: ‘

in millions of € i 2000 31999

Discounts on fundsborrowed.,, o 846 .. 823
Premiums on amounts recsivable - 459 0 3E3

SUBORDINATED LIABILITIES

The follow1rg asset items include subordmdﬂ:ed
labilities as shown

in millions of € 2600 1990

Placements with, z#nd loans ‘%\_ud

advances to, other'banks = 1,157 250
of which: ‘
to non-consoli lated suksidiaries ) 3
to companies in which & ‘
participating interest is held SL 1
Loans and advanccs to cuatomers 276 498
of which: ‘ P e
to non-consoli”ated subsidiaries - 146 124
to companies in which
participating interest isrheld ‘ ’ 22! 335
Assets held for trading purposes 882 928
Debt securities and other ., _ . I
fixed-income sacurities : | . 852 895
Equity securities'and other ‘
variable-yield zecurities ' 9 32
Other assets held for i
trading purposas 21. -
Investments o . 690 - 1:1.
Debt securities and othar ‘ D
fixed-income securities \‘- ‘ 60z 200,
Equity securitizsland otkerw o
variable-yield securities o 33»‘ s B8y

Total Co R
I BT 0

300')’ 1,9341
T r

REPURCHASE AGREEMENTS

As a seller under repurchase agreements, the
Bank entered into sales and repurchase trans-
actions for securities with a carrying amount of
€16.3 billion. These securities continued to

be capitalized, with the respective compensation
received being classified as a liability. For the
most part, the agreements include repo trans-
actions conducted on international money
markets and open-market transactions with
Deutsche Bundesbank.

DEPOSITS FROM OTHER BANKS

Deposits from other banks,
broken down by type of business

in millions of € 2000 1999
Registered mortgage bonds in issue 6.673 6,523
Registered public-sector bonds in issue 3,386 3,829
Other deposits 143,158 73,948
Total 153,217 84,300

Deposits from other banks, broken down
by location

in millions of € 2000 1999
Domestic banks 41,874 42,960
Foreign banks 111,343 41,340
Total 153,217 84,300

Deposits from other banks, broken down
by maturity

in millions of € 2000 1999
Repayable on demand 11,094 5,247
With agreed maturities 142,123 79,053
up to 3 months 88,948 41,448
firom 3 months to 1 year 20,438 16,269
from 1 year to 5 years _ 12,749 11,248
from 5 years and over e 19,988 ..10,088
Total 153,217 84,300




Amounts owed to subsidiaries and companies
in which a participating interest is held

in millions of € 2000 1999
Non-consolidated subsidiaries 1,079 207
Companies in which a

participating interest is held 11,130 201
Total 12,209 408

57

AMOUNTS OWED TO OTHER DEPOSITORS

Amounts owed to other depositors,
broken down by type of business

in millions of € 2000 1999

Savings deposits and

home-loan savings deposits 29,979
Savings deposits 27,848
Home-loan savings deposits 2,131 2,022

Registered mortgage bonds in issue 30,111 29,077
Registered public-sector bonds in issue 15,921 16,800
Other deposits 126,082 80,652
Total 202,093 143,052

Amounts owed to other depositors,
broken down by location

in millions of € 2000 1999

Domestic depositors 120,600 120,667
Foreign depositors 81,493
Total 202,093 143,052

Amounts owed to other depositors, broken down

by maturity — Savings deposits and home-loan
savings deposits

in millions of € 2000 1999

With agreed maturities

up to 3 months 13,979 13,694
from 3 months to 1 year 6,133 473
from 1 year to 5 years 5,766 637
from 5 years and over 4,101 1,719
Total 29,979 16,523

Registered mortgage bonds and public-sector
bonds in issue, and other deposits

in millions of € 2000 1999
Repayable on demand 45,705 31,932
With agreed maturities 126,409 94,597

up to 3 months 54,895 32,355

from 3 months to 1 year 9,422 5,153

from 1 year to 5 years 30,501 23,264
from 5 years and over 31,591 33,825
Total 172,114 126,529

Amounts owed to subsidiaries and companies
in which a participating interest is held

in millions of € 2000 1999
Non-consolidated subsidiaries 359 277
Companies in which a

participating interest is held 560 185
Total 919 462

PROMISSORY NOTES AND OTHER
LIABILITIES EVIDENCED BY PAPER

Promissory notes and other liabilities evidenced

by paper, broken down by type of business

in millions of € 2000 1999

Debt securities in issue 241,995 213,450
Mortgage bonds 48,809 45,539
Public-sector bonds 85,703 74,682
Other debt securities 73,353 59,925
Money market instruments 34,130 33,304

Other promissory notes and

liabilities evidenced by paper 19,204 849
Acceptances and promissory notes
in circulation 1,077 729
Other 18,127 120

Total 261,199 214,299

To7




Promissory notes and otzer liabilities -+
evidenced by paper. broksn down by mas urlty

Debt securnﬁes in. 1ssue ot e g
ol , e

in millions of € T 2000 1999

With agreed maturities

up to 3 months 42,557 36 649
from 3 months to 1 ysar 41,8C0 40.998
from 1 year =2 5 years 112,884 102,103
from 5 years and over 44,754 33,700
Total ! K - 241,995 213,450

Other promlssory notes arld hablhtws eVIdenced
by paper: N T EE B

ST R
in millions of € _ B T 2600 1959

"{ L ‘“( vl i ““ ‘ Croap e
With agreed maiurities ' o ‘

up to 3 months o 15433 798

from 3 months'to 1 year 1,01 .47

from 1 year to 5 years . 1.415 .4

from 5 yearsiand over 1,343 L
Total ol [

19,204 349

Promissory notes and other liabilities evidenced
by paper payable to subsidiaries and ‘companies
in which a participating interest is beld

| bl I |
|

i millions of € | “‘ 2000 1999
Subsidiaries 641 —
Companies in which a

participating inte: (st is h-nd Hé .13
Total ‘ ? ) 705 13

PROVISIONS

1o I

in millions of € ; TR 2000 1959
e s Rl L A

Provisions for pensions and - .. ‘ SR
similar obligatior:s o 4,281 1,894

Tax obligations 1,542 1,407
Current tax liznilities o 2] 592
Deferred tax liahilities : 611 81F

Restructuring previsions T 285 57
compliant with 1S 22.31 171) -
compliant with 1S 35 ; &4 57

Other provisions 780 527

including: long-term habllnueq v

to employees ‘ ‘ 190 167

o2 .3 N o, Y - ey O

Provisions for pensions

The provisions for pensions and similar obliga-
tions include the direct commitments to bank
employees under company pension plans.

The direct commitments are based in part on
final salaries and in part on building-block
schemes involving dynamic adjustment of vested
rights. In addition, Group companies make con-
tributions for commitments made by indepen-
dent pension organizations. The pension obliga-
tions funded through pension funds or retire-
ment benefit corporations with matching cover
are recognized either as defined contribution
plans or treated materially as defined contribu-
tion obligations in compliance with IAS 19.58
and 1aS 19.104. The cost of such plans totaled
€55 million (1999: €54 million).

When calculating the amounts of these commit-
ments, the parameters for the discount rate,
rate of increase in pension obligations and rate
of increase in vested rights were raised slightly
compared with last year:
|

December 31, 2000
1998 Heubeck
standard table (RT 98)

Underlying biometric data

Probability of values (%)
in standard tables

Invalidity 50
Mortality 100
Discount rate 6.25%
Rate of increase
in pension obligations 2.0% p.a.
Rate of increase in future
compensation and vested rights of
employees and early retirees: 3.0% p.a.
Rate of increase over career 0-1.5%p.a.
Increase in the contribution base
for state-funded pension plan 2.5%p.a.




The present value of the Bank’s defined benefit
obligations totaled €3,664 million (1999: €1,795
million).

Unrealized actuarial gains amounted to €10 mil-
lion (1999: €89 million). The 10% corridor was
not exceeded.

Movements in provisions for pension plans
shown in the balance sheet are as follows:
-]

in millions of €

Balance at Jan. 1, 2000 1,894
+/- Changes in consolidated group 2,569
+ Pension expense 155
- Payments affecting liquidity 237
Balance at Dec. 31, 2000 4,381

Pension expense comprises the current service
cost of €48 million (1999: €45 million) and inter-
est cost of €107 million (1999: €105 miilion).

Restructuring and other provisions
L

in millions of € Restructuring Restructuring Other
provisions provisions provisions
compliant compliant
with 1AS 22.31 with 1AS 37
Balance at
Jan. 1, 20001 — 57 527
Changes in
consolidated group — 88 285
Changes arising
from foreign
currency translation — — —
Provisions 171 — 127
Reclassifications — — 6
Amounts used — 56 135
Reversals — 5 30
Balance at
Dec. 31, 2600 171 84 780

tafter reclassification of accruals

As part of the integration of Bank Austria in the
corporate group, numerous activities are being
pooled and reorganized in accordance with
the definition of regional competencies, and

subsidiaries and offices consolidated. Expenses,

notably for the closure of facilities (such as the
cost of vacant rented accommodation and key
money, expenses for reconversion work) and
payments to employees associated with the
merger, are expected to accrue at Bank Austria
and its subsidiaries in 2001 through 2003, for
which the Bank has created a provision of €171
million in the consolidated financial statements
in accordance with 1AS 22.31 (revised 1998).

The provision of €50 million set up in 1999

compliant with IAS 37 to cover the restructuring
of the Bank’s corporate customer operations was

consumed in full as the related expenses arose
as budgeted.

Other provisions include provisions for litigation

fees, damages payments, anticipated losses,
and long-term liabilities to employees such as
service anniversary awards, early retirement or
pre-retirement part-time working. Loan-loss
provisions are shown as a negative item under
provisions for losses on loans and advances on
the assets side of the balance sheet.

| __60]
OTHER LIABILITIES
|

in millions of € 2000 1999
Liabilities held for trading purposes 40,849 24,070
Miscellaneous other liabilities 7,226 3,036
Deferred income 2,492 3,079
Total 50,567 30,185

Liabilities held for trading purposes

The negative market values arising from deriva-

tive financial instruments are carried as liabili-
ties held for trading purposes. Also included

here are warrants and certificates issued by the

Bank’s trading department.
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Total R

Miscellanecus of her liabilities | ;" = ‘
This item mclude\s\\‘r\nostly assumed losses opuon
premiums | reahzed«on 11ab111t1es n*ot\held 101 ‘
trading puv'poses 0’ fsettlng balances and arcru-
als comph%nt w1th‘IAS 37 Accruals 1nclude, 1-
notably, commitments arising from accouqts
payable with invaices oustandmg shori-term
liabilities to employees and other accruals
arising from fees;and commissions; mtprest
other operuung expenses, and the: Lke

\H‘ I}

Liabilities arlsmg ‘erm short securifies posiﬁons
are carried under miscellaneous other hablhnes
for the first time. ‘Last year, these af"dounts were
carried under denosits from other banks d
repayable orf demand. The prior year flgures

have been cd_]USth to improve comparablhw

Deferred in@bme e V%‘
This item includes: , :

o | i
) S !

in millions of € A 2000 . 1999

Premiums on furds borrowed e “0 2 70

f

Discounts on am3unts recaivable 1,340 1
i o P

i S e :
I | ' .
i

SUBORDINATED CAPITAL

2C000 1990

in millions of € .

o el REN
Subordinated liabilities 11 111 15,857 ‘10 121
Participating certifizates OLtstandmg 2,792 ¥ 791‘
Hybrid capital insiruments . ', 2, 014 1,937

13,849

HH RN [
| L x:(\x ;

g
I
-~
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i

Subordinatet: capual‘ broken down by[mdturlty

. ____.____FB
| ' ; . G [
| [ ! .

mmillonsof€ 2000 1949
; il “ Bl

With agreed maturities ., ., ! R
up to 3 months : 542 621
from 3 monthsto 1 year 155 435
from 1 year to = years 5,469 . 2,019
from 5 years and over ‘ 14,535 Q774
Total o 20,703 13.849

. i i

Pursuant to Section 10, par. 4, 5, 5a and 7 of the
German Banking Act, subordinated capital (sub-
ordinated liabilities, participating certificates
outstanding, and hybrid capital instruments) is
carried as core capital, supplementary capital
and tier Il capital for the purposes of banking
supervisory regulations.

Subordinated liabilities
Subordinated liabilities include no individual
items exceeding 10% of the total amount.

The borrower cannot be obliged to make early
repayment in the case of subordinated liabilities.
In the event of insolvency or liquidation, subor-
dinated loans are only repaid after all primary
creditors have been reimbursed.

The Bank incurred interest expenses of

€868 million in connection with subordinated
liabilities. This item includes pro rata interest of
€371 million.

Subordinated liabilities payable to subsidiaries
and companies in which a participating interest
is held
L

in millions of € 2000 1999
Non-consolidated subsidiaries — 12
Companies in which a

participating interest is held 12 5
Total 12 17




Participating certificates outstanding
The participating certificates outstanding
comprise the following major issues:

Issuer Year of Type Nominal Interest rate ~ Maturity

issue amount,

in €millions
Bank Austria AG 1997 Bearer participating certificates 73 6.25 2009
Bayerische Handelsbank AG 1995 Bearer participating certificates 64 variable 2006
Bayerische Hypo- und Vereinsbank AG 1997 Bearer participating certificates 511 6.75 2007
Bayerische Hypo- und Vereinsbank AG 1990 Participating certificates with warrants 256 9.50 2001
Niirnberger Hypothekenbank AG 1999 Bearer participating certificates 70 7.00 2009
Vereins- und Westbank AG 1995 Bearer participating certificates 102 8.50 2006
Vereins- und Westbank AG 1993 Bearer participating certificates 51 7.75 2004
Westfdlische Hypothekenbank AG 1998 Bearer participating certificates 51 5.67 2009
Wiirttembergische Hypothekenbank AG 1997 Bearer participating certificates 102 6.75 2007
Wiirttembergische Hypothekenbank AG 1994 Bearer participating certificates 51 7.90 2003

The claims of holders of participating certificates
to receive interest payments will be reduced if
such a payment would lead to a net loss for the
year or accumulated loss. If the Bank records
a net loss for the year, the certificate holders
participate in the loss through a reduction of
their repayment claim. The reduction is in the
same proportion as the claim for repayment to
the amount of subscribed capital shown in

the balance sheet plus retained earnings and
additional paid-in capital and participating
certificates outstanding.

The repayment from net income in subsequent
years will return to the nominal amount. Holders
of participating certificates are subordinated
creditors and are not entitled to a share of the
proceeds on company liquidation.

Hybrid capital instruments

At December 31, 2000, the Bank had hybrid core
capital of €2,014 million to bolster its core
capital base.

Hybrid capital instruments include issues placed
by specially-created subsidiaries in the form of
capital contributions from silent partners and
preferred shares.

These instruments differ from supplementary
capital in that they are subject to more stringent
conditions in terms of maturity. The minimum
term for capital contributions from silent part-
ners is ten years, while for preferred shares the
term is unlimited for the investor. In addition,
hybrid capital instruments are not repaid until
after supplementary capital (subordinated liabil-
ities and participating certificates outstanding)
in the event of bankruptcy.

In contrast to traditional components of core
capital such as shares, the claim to a share of
profit takes the form of a fixed interest payment
in the case of hybrid capital instruments. More-
over, the requirement for unlimited maturity for
traditional forms of core capital is watered down
for hybrid capital instruments.

Both the German Banking Supervisory Office
and the Basle Committee on Banking Supervi-
sion have expressly confirmed the recognition of
hybrid core capital for banking supervisory pur-
poses. However, the proportion of repayable,
hybrid core capital must not exceed 15% of core
capital.
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MINORITY I ITERES %1 - FERE

in millions of € ‘

Balance at January 1. Z‘U‘OQZ‘V 11,245
Addition from capital increase © 95
Transfer from net incoms 105
Dividend paymerits W P i82)
Changes in conzolidated gronp ‘ 314

Changes arising from foreigr G ‘
currency translation and other changes ; .5
Balance at December 31,2000 ‘

Analysis of subscnbed authorlzed and condltlonal
capital of Bayemq'"he Hypo- und Vetembbank AG

631

SHAREHOLDERS' EQUITY
The subscribed capital of HypoVereinshank AG
was increased €342 million by using part of
the existing authorized capital in order to
acquire the shares in Bank Austria. Following
the capital increase there are 535.5 million
HypoVereinsbank shares.

. . y IR e

[

in millions of € Subscribed Authorized of which: Conditional
capital capital excluding capital
subscription rights
Balance at January 1, 2000 ; 1265 510 198 180
R
Reversal of existing authorization as per _
AGM resolution of May 3, 2000, : i (510) (198) (180)
Increase as per AGM resolation of May 3, 2000 ‘ 600 600 300
Capital increase &gainst non-iash contributions 342 (342) (342)
Balance at Deceniﬁer 31,'?‘.0“9@ 1,607 258 258 300

Bl g \mi : o
Breakdown of subq"mbed capltal | t P '
At December %1 Z(JOOL, the ‘subscrlbpd\ capltal »of
Bayerische Hypo und Vereinsbank AG totaled

€1,607 mllhcn‘ and cons1sted of the followmg

520,935,101 shares | of vommon bearer stock

! I i
14,553,600 share:; of r eglatered non-voting ple"teyrred ‘tock

u\ W( ag = w:\ N
i MM i
13,524,370 sha ares of reglstered common sto-d( \
were converted intc common bearer stock in
2000.

Authorized capital o

Year Original Amount Available until
authorized amount remaining

in € millions  in € milliens
2000 450 108  May 3, 2005
2000 150 150  May 3, 2005
Balance at
Dec. 31, 2000 600 " 258

The authorized capital from 1999 lapsed as a
result of a resolution adopted by the AGM on
May 3, 2000.




Conditional capital

Year authorized € millions End of period

2000 300  May 3, 2005

The existing conditional capital lapsed as a
result of a resolution adopted by the AGM on
May 3, 2000.

Breakdown of retained earnings

in millions of € 2000 1999
Legal reserve 56 56
Reserve for treasury stock — —
other retained earnings 4,248 3,614
Total 4,304 3,670

TREASURY STOCK

At the start of 2000 and at December 31, 2000,
neither the Bank nor any controlled companies
nor any companies in which a majority interest
is held had shares of Bayerische Hypo- und
Vereinsbank AG (treasury stock) in their port-
folios.

In May 2000, the Annual General Meeting of
Shareholders authorized Bayerische Hypo- und
Vereinsbank HypoVereinsbank AG to buy and sell,
until the conclusion of its next ordinary General
Meeting, however not later than October 31,
2001, treasury stock for trading purposes pur-
suant to Section 71 (1) No. 7 of the German Stock
Corporation Act. The acquisition prices must

not exceed or undercut by more than 10% the
share’s average price on the Bavarian Stock
Exchange on the three consecutive trading days
preceding each acquisition. The shares acquired
and held for such purposes must not exceed 5%
of Bayerische Hypo- und Vereinsbank AG’s capi-
tal stock at the end of each day.

At the beginning of 2000, instead of using the
capital authorized by the AGM in May 1999, the
Bank acquired 566,004 shares of treasury stock
with a view to granting employee and perform-
ance-related shares. The issue price for the
new shares of bearer common stock amounted

to €61.47 per share. The Bank’s employees and
pensioners acquired a total of 226,364 shares,
and employees and pensioners of Bank sub-
sidiaries a total of 23,303 shares, at a preferen-
tial price of €43.46 per share. The difference
between the acquisition price and the issue price
has been booked as voluntary fringe benefit
under wages and salaries. A further 78,981
shares were issued to employees of the Bank as
part of its performance-related compensation
schemes instead of an equivalent cash payment.
The remaining holding of 237,356 shares of trea-
sury stock was sold in April and December 2000
at an average price 0of €65.00 per share.

To ensure an orderly market in shares of Baye-
rische Hypo- und Vereinsbank AG and to facili-
tate trading as permitted under Section 71 (1)
No. 1 of the German Stock Corporation Act,
respectively, and in accordance with the applica-
ble legal requirements, a total of 26,488,500
shares of treasury stock were purchased by the
Bank at an average price of €63.72 per share, and
resold at an average price of €63.88. The pro-
ceeds are insignificant and recorded as income.
The acquired shares amount to the equivalent
of €79 million, or 5% of capital stock.

The highest number of shares of treasury stock
held by the Bank, including those earmarked
for its employees, on any given day during the
year under review was 1,884,160, equivalent
to €6 million, or 0.35% of capital stock.

Within the scope of its lending operations, the
Bank and its controlled or majority-owned com-
panies had received a total of 948,675 shares of
treasury stock as collateral in accordance with
Section 71e (1) 2 of the German Stock Corpora-
tion Act. This represents €3 million, or 0.2% of
capital stock.
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FOREIGN-CURRENCY ASSETS | e
AND LIABILITIES k o .
Assets denomlnated in foreign curr ency tomled
the equivalent of g.,lg&.() hillion, while liabilities
denominated in foreign currency amounted to
the equivalent of €188.9 billion. Of these totals,
the most 1m30rtant toreign currenmes for the“

o |
Bank are as fOHOWb ;! \} : AT

| o . N cod

inmilionsof€ "1 TP 1 | 2000 1 1559

yyyyyy

S Lk IERBRIAT 1o j ! i Vo
TForeign-currency assets © 168, (1[1429[ “ 67“ 1207
of which: US dollz2s e 95182 37 452
Japanese yen '} il o 17,847, 3036
Swiss francs | 17,502 4-‘.951(\‘

188,802

Foreign-currency liabilities: ‘ ‘ 1 §2,144
(excl. equity capitdl) Cop
of which: uUs dollacs;

Japanezelyen

‘ 116,052 49,952
g © 13614 3938
1580, | 4174

Swiss francs || |||

\ 5 ‘
v SrEo | ’ Il - f
L ! I “ . ;

( L i

Shifts in parmes between foreign curren(nes
resulted in changes to total assets oi €2,929; mll-
-——  lion.

504] \ l‘

The above amounto raprese\nt the euro equwa-‘

lents of all currencies. The dlfierencps in amount ASSETS ASSIGNED OR PLEDGED AS SECURITY FOR

between assets and liabilities arise as only
balance sheet items are shown in the list. Off—
balance sheet items, and hence also'transactions
concluded for hedgmg\purposeb are not included.

o A \; f

TRUST BUSINESS' ‘ o
The following tables show the Volum‘g‘;\ '(l)f trust
business not stated in the consohdated balamu
sheet.

Trust assets

in millions of € 2000 1999
Placements with, and loans and

advances to, other banks 1,182 931
Loans and advances to customers 2,114 432
Equity securities and other

variable-yield securities 59 6
Debt securities 6 —
Participating interests 61 18
Property, plant and equipment 145 =
Miscellaneous other assets 18 1
Remaining trust receivables 1 —
Total 3,586 1,388

Trust liabilities

in millions of € 2000 1999
Deposits from other banks 402 230
Amounts owed to other depositors 2,711 1,156
Liabilities evidenced by paper 308 —_
Miscellaneous other liabilities 165 2
Total 3,586 1,388
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OWN LIABILITIES

in millions of € 2000 1999
Deposits from other banks 18,707 14,130
Amounts owed to other depositors 1,485 2,004
Total 20,192 16,134

The assets pledged as security can be broken

down as follows:

in millions of € 2000 1999
Assets held for trading purposes 7,941 8,488
Placements with, and loans and

advances to, other banks 273 1
Loans and advances to customers 7,217 5,953
Investments 4,761 1,686
Property, plant and equipment — 6




Assets pledged as security for own liabilities
concern mostly funds of the Kreditanstalt fiir
Wiederaufbau and similar institutions, which
the Bank has issued as loans in compliance with
their conditions.

Without being classified as collateral for specific
liabilities, securities worth a nominal €3,592
million were pledged by the Bank as collateral
for securities lending transactions performed by
Eurex, CEDEL Clearstream Banking, Luxembourg,
Clearstream Banking, Frankfurt, and other secu-
rities futures exchanges.

NOTES TO THE CASH FLOW
STATEMENT

68

NOTES TO ITEMS IN THE CASH FLOW STATEMENT
The cash flow statement shows the cash flows
resulting from operating activities, investing
activities, and financing activities for the year
under review. Operating activities are defined
broadly enough to allow the same breakdown as
for operating profit.

The cash and cash equivalents shown corre-

- spond to the cash reserve item in the balance
sheet, and contain cash on hand, balances with
central banks, and Treasury bills and other bills
eligible for rediscounting with central banks.

Change in other non-cash positions comprises
the valuation result on the trading portfolio,
additions to net deferred tax assets, changes in
provisions (excluding changes in provisions

for losses on loans and advances), changes in
prorated and deferred taxes, the reversal of
premiums and discounts pro rata temporis,
changes arising from valuation using the equity
method, and minority interests in net income.

During the year under review, no investments in
fully consolidated companies were acquired,
which resulted in a cash outflow. The invest-
ments in Bank Austria AG, Vienna, and SelfTrade
SA, Paris, were acquired as part of an exchange
of shares.

Changes in the balance of cash and cash equiva-
lents resulting from changes in the group of con-
solidated companies are shown separately in the
cash flow statement.

REPORTING ON FINANCIAL
INSTRUMENTS

| 69]

FAIR VALUE OF FINANCIAL INSTRUMENTS
The fair value stated for an on-balance sheet
and off-balance sheet financial instrument as
defined in IAS 32 is the amount for which the
Bank believes the asset could be exchanged, or
a liability settled, between knowledgeable, wil-
ling parties in an arm’s length transaction.

The fair values are calculated using the market
information available at the reporting date and
individual company valuation methods.

The fair values of certain financial instruments
stated at notional amounts correspond almost
exactly to the carrying amounts. This includes
such items as cash reserve, liabilities, loans and
advances without clear maturities or fixed inter-
est rates. For the remaining liabilities, loans and
advances, the anticipated future cash flows are
discounted using the current interest rates to
give the net present value.

Quoted market prices are stated for exchange-
traded securities and derivatives, and listed debt
instruments. The fair values of the remaining
securities are calculated as part of the net pre-
sent value expected in the future.

The fair values of single currency and cross-
currency swaps and interest rate futures are cal-
culated on the basis of discounted, anticipated
future cash flows. In doing so, the Bank applies
the market rates applicable for the remaining
maturity of the financial instruments. The fair
value of forward exchange transactions is
computed on the basis of current forward rates
stated in comparable contracts. Options are
valued using price quotations or generally
accepted models used to calculate the price of
options.
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in billions of € 1| \:‘1 ! R

; 2000 2000 1999 1999
g B th e C.;rrying amount! Fair value .. Carrying amountl Fair value
.. Assets ‘ " 'rr L b gk ) )

Cash reserve . . S - o 6.5 6.5 50 5,0
Assets held for tading purposes
incl. associated dejrivativ#s 79.3 79.3 45,1 45,1
Placements with. znd loay
incl. associated CB[’IVatIVP-» “‘,‘ I 90.1 90.6 549 54,8
Loans and advances to customers !
inel. associated derivatives . - 411.6 4189 316,6 3236
Investments incl. gssocia‘ed, derlvatnves 101.5 101.7 61,5 61,7
Liabilities 1 ‘ 11 ‘
Deposits from other banks:incl. asscuate(l der1vat1ves 152.1 151.6 84,3 84,1
Amounts owed to'other depaositors
incl. associated Garivatives | : 202.0 204.2 142,7 145,0
Promissory noteg and other li g\bﬂmec evidenced by, paper. . ¢ -
incl. associated ca 11vat1vc¢ ji’ ; . [ ! 260.3 261.6 213,3 2144
Subordinated capltgl deiL e [T 20.2 21.6 13,8 14,4
Liabilities held fer irading purposes ‘ ‘ 40.8 40.8 24,1 24,1
Other items )
Derivatives not assigned ‘ 0.3) (0.5) 0,2 0,5
Contingent Habilitigs b 51.4 51.4 25,6 25,6
Irrevocable credit commitinents 76.2 76.2 52,5 52,5

- iR M! i : e i

1 Not necessarily d:rectly cti- W : i
parable with the carrying ., | . - ey
amounts shown in the coti- ' ‘

solidated balance sheet due .
to specific definit:ons and'

methods stated in 14s 32
‘ X

N Lo . H} RV

Investments in non- ba,nks have not been
included.

The fair val:es of irrevocable credit.commit-
ments and connngent liabilities are the same as
their carrylng amounts

The difference between the fair values and
carrying a,mnunts af assetb amounts to €8.0
billion, of ha.btlmes €f% .4 billion, and: of other
items — €2 bullon The balance of th%e values w1s
€3.4 billion (1999 tB 6 bllhon) Thls amount
varies over the course of tithe as a reault of
changes in tke Valuanon pararneterc apphed
when calculctmg fair| T ‘(alups ~ notably Ly ‘changes
in interest rates — and changes in the Bank’s
portfolio of financial instruments.

RS B - 11 R

SIGNIFICANT CONCENTRATIONS

OF ASSETS AND LIABILITIES
The Bank’s lending and deposit-taking opera-
tions have a balanced structure and contain no
significant concentrations.

Share of loan portfolio, in % 2000 1999
Mortgage loans 38.0 45.6

Housing loans 24.2 30.6

Loans to trade and industry,

and other loans . 13.8 15.0
Other loans secured by real- estate hens 3.2 4.4
Municipal leans 20.9 25.2
Other loans 37.9 24.8
of which:

to private individuals 8.8 9.0
Total 100.0 100.0

The balanced maturity structure of the Bank’s

deposit-taking operations similarly does not give .

rise to any significant concentrations of risk.

Thoe Rick Rannrt ranfaine dafailAd imfAarmatiney




OTHER INFORMATION Based on financial statements approved by the

Supervisory Board, risk assets and price risk
positions at December 31, 2000, were as follows:

KEY CAPITAL RATIOS (BASED ON GERMAN

COMMERCIAL CODE)

2000 1999

Pursuant to Sections 10 and 10a of the German
Banking Act in conjunction with Principle I of
the German banking supervisory regulations,
the core capital ratio (core capital divided by
total weighted risk assets) must not be lower
than 4%, or 4.4% if revaluation reserves are

Equity capital?

in millions of €

Core capital

21,285 14,640

Supplementary capital

15,559 10,293

of which:

Unrealized reserves pursuant to

Section 10 (2b) 1 No. 6,

added, and the equity capital ratio (liable equity German Banking Act 2,541 1,614
.. . . Deductible items (989) 170
divided by total weighted risk a.s.sets) rgust Tiable oquity a5 2476
exceed 8%. Moreover, the Bank is required to Tier 1l capital 7691 1904
observe a total equity ratio compliant with Total equity capital 38,546 26,667
Section 2 of Principle I of the German banking
supervisory regulations. This figure, which must lvelgthted risk assets s 1’2‘191:_)0“5 of€ o
ssets
o) .
be at least 8%, is calculated as the ratio of total Of-balance shoot ransactions I
equity capital to the total of weighted risk assets (iraditional) 28 18
and eligible amounts for market risk positions Off-balance sheet transactions 11
and option contracts, multiplied by 12.5. (derivatives) ! 2
Total risk assets 324 230

Pursuant to Section 10 (2), German Banking Act,
the Bank’s equity capital comprises liable equity

Price risk positions

in millions of €

. . i . Currency risk 276 255
and tier Il capital totaling €38,546 million. Commodity Tisk o T
. . . . . Trading-book risk 3,313 2,354
The‘ liable equity consists of corg ca,p}tal (tier I Option ik %5 =
capital) and supplementary capital (tier 1I capi- Own models (Bank Austria) 90 =
tal) totaling €35,855 million. The supplementary Total price risk positions 3,768 2,665

capital includes unrealized reserves pursuant to
Section 10 (2b) 1 No. 6 and 7, German Banking
Act, accounting for €2,541 million.

Weighted risk assets amounted to €324 billion.
The positions subject to price risk comprise
currency, commodity, trading-book, and option
risks totaling €3,768 million.

leonsolidated in accordance with
Section 10a, German Banking Act

At December 31, 2000, the capital ratios
(based on financial statements approved by the
Supervisory Board) were as follows:

in % 2000 1999
Core capital ratio 6.6 6.4
Equity capital ratio 11.1 10.8
Total equity ratio 10.4 10.1

The ratios according to the BIS rules are as

follows:

in% 2000 1999
Core capital ratio 5.4 5.8
Equity capital ratio 10.5 10.4
Total equity ratio 10.0 9.9
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The consolidation 'of a finarcial institution
formed in the first qua,rter of 2001 via'which a
portion of the parent bank’s strategic sharetold-
ings is hecged andshort-term money- market
trading is “()ndu"ted will help to significantly
boost the co}re capital ratio. Incorporatirg this
constructicn, the core capital ratio based on
the figures at De(ember 31, 2000, is 7.1% under
the German' Bankmg Actor'5.9% under BIS
rules. ‘
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CONTINGENT! LIABILITIES AND OTHE e

(] i ml

COMMITMEI\.TS

gy - . R

i millions of€1 i R 2000

Contingent llak.l_ltles1 ‘ ‘ L N
Rediscounted buls. of excb nge . 167 a9
Guarantees and m‘demmh‘esl R

Loan guaranices . | 10139 . 7,588
Guarantees znd mdemmt) B
agreements 21,522 16,668

235

Documentary credits -~ "V
i

2 Y : i

Other commitments o ‘ ;

Commitments arising frorm sale optien - dod

to resell transactions 161 o2

2,538

Irrevocable cred't vommlt-nerts

G452 52,507

Book credits
Guarantees o 4,114 3,371
Mortgage and municipal loans 6.956 8,783

Bills of exchange i “ 441 - 352

Dehveryobhg:uonsarisin‘gfrom[ u 1 I A
1,939

securities lending trancactlons 2,489
Other commitments 1,642 411
Total 114,771

92,940

: i [ B .
1Contingent liabilitiés are oifset by o C
contingent assets i¢ the same i@mount: il

Neither conti ngem liabilities nor other commlt—
ments contain any sfﬁﬁﬁ( ‘ant items. Commlt- :
ments under- guarantee and mdemnlty agree- |
ments, and 1r1\'evocable credit commitments to,
non-consolidated campames amou'lted to €102

million and €95 million res,pectlvely,‘

e AR N - il b

Other financial commitments, arising particu-
larly from rental, leasing and maintenance
agreements, and rental of office space and use of
technical equipment, amount to around €577
million each year. The contracts run for standard
market periods and no charges have been put off
to future years.

The Bank has declared its intent to offset any
losses incurred by some of the hotel operating
companies in which it holds an indirect majority
stake, by means of income subsidies.

As part of real estate financing and development
operations, the Bank has assumed rental obliga-
tions or undertaken rent guarantees on a case-
by-case basis to make fund constructions more
marketable - in particular for lease funds and
(closed) KG real estate funds offered by the
Bank’s H.F.S. Hypo-Fondsbeteiligungen fiir Sach-
werte GmbH subsidiary. Identifiable risks aris-
ing from such guarantees have been included.
The Bank has provided performance guarantees
for the holders of shares in bond/money market
funds offered by some of its capital investment
companies.

Commitments for uncalled payments on shares
not fully paid up amounted to €308 million at
year-end 2000, and similar liabilities for shares
in cooperates totaled €1 million. Under Section
24 of the German Private Limited Companies
Act, the Bank was also liable for defaults on such
calls in respect of 8 private limited companies
for an aggregate of €20 million. In addition, the
Bank was co-founder of one corporation, regis-
tration of which was still pending on the balance
sheet date.

Under Section 26 of the German Private Limited
Companies Act and on the basis of its holding

in Liquiditdts-Konsortialbank GmbH, Frankfurt
am Main, the Bank was liable for calls for addi-
tional capital up to €57 million at year-end 2000.
In addition, under Article 5 (4) of the Articles of
Association, the Bank is jointly and severally
liable for any defaults on such calls by member
banks of the Berlin-based Association of German
Banks.




At the balance sheet date, the Bank had unlim-
ited personal liability arising from shares in
10 partnerships.

Under Section 5 (10) of the by-laws of the Deposit
Guarantee Fund, the Bank has undertaken to
indemnify the Association of German Banks
against any losses it might incur as a result of
action taken on behalf of banks in which the
Bank has a majority interest. The Bank has made
a similar representation for its savings and loan
subsidiary in accordance with Section 3 (1) of
the by-laws of the Deposit Guarantee Fund for
Bank-Related Savings and Loan Associations.

As members of the respective deposit guarantee
funds in their country of operation, the following
banks assume liability under the applicable
regulations:

Bank Austria AG, Vienna,

Bank Austria Creditanstalt Croatia d.d., Zagreb,
Bank Austria Creditanstalt Czech Republik, a.s.,
Prague,

Bank Austria Creditanstalt d.d., Ljubljana,
Bank Austria Creditanstalt Deutschland AG,
Munich,

Bank Austria Creditanstalt Romania S.A.,
Bucharest,

Bank Austria Creditanstalt Slovakia a.s.,
Bratislava,

Bank Austria Handelsbank Aktiengesellschaft,
Vienna,

Bank Austria Treuhand AG, Vienna,

Bank Austria Wohnbank Aktiengesellschaft,
Vienna,

BANKPRIVAT AG,Vienna,

Bank von Ernst & Cie. AG, Berne,

Bank Przemyslowo-Handlowy S.A. (BPH), Cracow,
CA 1B Investmentbank AG, Vienna,

CA Wohnbaubank AG, Vienna,

Creditanstalt AG, Vienna,

FGH Bank N.v., Utrecht,

Goérnoslaski Bank Gospordarczy S.A., Katowice,
HypoVereinsbank Hungaria Rt., Budapest,
HypoVereinsbank International S.A., Luxem-
bourg,

HypoVereinsbank Cz a.s., Prague,
HypoVereinsbank Hipoteczny S.A., Warsaw,
HypoVereinsbank Slovakia a.s., Bratislava,
Pfandbrief Bank International S.A., Luxembourg,
Powszechny Bank Kredytowy S.A., Warsaw, and
SKWB Schoellerbank AG, Vienna.

73 |

STATEMENT OF RESPONSIBILITY
Bayerische Hypo- und Vereinshank AG ensures
that, to the extent of its shareholding, the
companies set forth below are in a position to
meet their contractual obligations except in
the event of any political risk:
]

1. Domestic banks

Bankhaus Gebriider Bethmann, Frankfurt

Bankhaus Maffei & Co. KGaA, Munich

Bayerische Handelsbank AG, Munich

Direkt Anlage Bank AG, Munich

Financial Markets Service Bank GmbH, Munich
Hanseatische Investitions-Bank GmbH, Hamburg
HypoVereinsbank Bulgaria GmbH, Munich

norishank Aktiengesellschaft, Nuremberg

Niirnberger Hypothekenbank AG, Nuremberg

Stiddeutsche Bodencreditbank AG, Munich

Vereins- und Westbank Aktiengesellschaft, Hamburg
Vereinsbank Victoria Bauspar Aktiengesellschaft, Munich
Westfalenbank Aktiengesellschaft, Bochum

Westfilische Hypothekenbank Aktiengesellschaft, Dortmund
Wiirttembergische Hypothekenbank Aktiengeselischaft, Stuttgart

2. Foreign banks
Banco Inversién S.A., Madrid

Banco Popular Hipotecario S.A., Madrid

Bank Austria Aktiengesellschaft, Vienna

Bank Przemyslowo-Handlowy S.A., Cracow

Bank von Ernst & Cie. AG, Berne

FGH Bank N.V., Utrecht

HVB Jelzdlogbank Rt., Budapest

HVB Real Estate Capital France S.A., Paris (formerly Bv France)
HypoVereinsbank Bank Hipoteczny Sa, Warsaw

HypoVereinsbank CZ a.s., Prague
HypoVereinshbank Hungaria Rt., Budapest
HypoVereinsbank Ireland, Dublin
HypoVereinsbank Luxembourg S.A., Luxembourg
HypoVereinsbank Slovakia a.s., Bratislava
Pfandbrief Bank International S.A., Luxembourg
SKWB Schoellerbank Aktiengesellschaft, Vienna

3. Financial services institutions
HVB Finance (Delaware) Inc., Wilmington
HVB Finanziaria S.p.A., Milan

4. Financial companies

Bayerische Immobilien-Leasing GmbH, Munich?

Bayerische Immobilien-Leasing GmbH & Co. Verwaltungs-xgG,
Munich !

HVB Real Estate Capital Ltd., London

WBRM-Holding GmbH, Essen 2

5. Companies with bank-related auxiliary services

HypoVereinsFinance N.V., Amsterdam

|

1Statement of responsibility 250% holding shown under
given by Bayerische Immo- miscellaneous other assets as
bilien Leasing (BIL), subgroup, there is no intention to retain
can be obtained from BIL long-term
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INFORMATION, ON RELATIONSHIPS W\ITHW ‘
RELATED PART‘IES o oy

Emoluments paid to members of the Superv1<ory

Board, mandgmg;«dl‘r;ectors and senior execu--

tives: ‘ S )

L Lnn It 1

I

Wl

o ‘v:"‘:[r

1999

in mxlhons of€ \ 2040
Board of Managmg Directors : P :
of Bayerische Hypa- und verﬂmsbark AG. 413 L 10
Supervisory Boardlof a o ‘
Bayerische Hypo--und Versinsbank AG L i
Former members of the Buard'of Co
Managing Directors of Bayerische
Hypo- und Vereinsoank AG, and their
surviving dependerits ‘ .3 ‘14
Heads of corporateand service divisions o

27 "26

of Bayerische Hy~o- und Vereinshank AG

| ml N m[ Y ! :
At December 31, 2000 the Bank had pension
provisions for former members of the Board and
Managing Directors and their surv1v1ng depen-
dents totaling €78 million.

IRl

The total amount of loans and advances made
to and liabilities assumed for members of the
Supervisory Board, managing directors and
senior executives at the balance sheet date was
as follows:
]

in millions of € . 2000 1999
Board of Managing Directors of

Bayerische Hypo- und Vereinsbank AG 7 11
Supervisory Board of

Bayerische Hypo- und Vereinsbank AG 6 9
Heads of corporate and service divisions

of Bayerische Hypo- und Vereinsbank AG 27 25

|

MORTGAGE BANKING

Analysis of mortgage banking business

in millions of € 2000 1999
New mortgage loan commitments 18,271 23,854
Housing loans 10,101 14,981
Loans to trade and industry,
~and other loans 8,170 8,873
New municipal loan commltments1 18,912 23,911
Total 37,183 47,765
Disbursements under mortgage loans 18,867 23,912
Dishursements under municipal loans? 19,267 24,389
Total 38,134 48,301
Extensions of mortgage loans 10,915 13,087
Extensions of municipal loans 411 671
Total 11,326 13,758

|
1Municipal loans and public-sector bonds




Coverage
The following statement of coverage includes the

Group mortgage banks hat are subject to the
provisions of the German Mortgage Banking Act.

in millions of € 2000 1999

in millions of € 2000 1999

Mortgage bonds

Public-sector bonds

Standard coverage

Standard coverage

Placements with, and loans and

Placements with, and loans and

advances to, other banks other advances to, other bank 25,735 25,390
Mortgage loans 377 384 Mortgage loans 501 567
Loans and advances to customers Municipal loans 25,234 24,823
Mortgage loans 83,624 77,555 Loans and advances to customers 54,736 56,046
Property, plant and equipment Mortgage loans 1,589 1,728
(land charges on land owned) 355 426 Municipal loans 53,147 54,318
Miscellaneous other assets 8 3 Debt securities and other
Other eligible coverage fixed-income securities 26,247 18,660

Other placements with, and loans

Other eligible coverage

and advances to, other banks 180 305

Other placements with, and loans

Loans and advances to customers - —

and advances to, other banks — 150

Debt securities and other

Debt securities and other

fixed-income securities 2,661 4,659 fixed-income securities — —
Subtotal 87,205 83,332 Subtotal 106,718 100,246
Total mortgage bonds requiring cover 83,589 79,920 Total public-sector bonds requiring cover 99,602 94,350
Excess coverage 3,616 3,412 Excess coverage 7,116 5,896

The statement of coverage shows the extent to
which the Bank’s senior bond liabilities (mort-
gage bonds and public-sector bonds) are covered
by certain specially secured assets serving as
collateral.

Mortgage bonds used to cover for bonds,
broken down by type of mortgaged property:

Mortgage loans must not exceed 60% of the
lending value of the loaned land and buildings
when the assets serving as collateral are
calculated.

2000 2000 1999 1999

in € millions in % in € millions in%

Commercial property 27,075 32.0 25,200 321
Residential property 56,166 66.5 52,044 66.3
Undeveloped real estate 337 0.4 258 0.3
Buildings under construction 877 1.0 940 1.2
Agricultural property 61 0.1 64 Q0.1
Total 84,516 100.0 78,506 100.0




o The employees’ total length of service is as

EMPLOYEES : follows:
The average qum]cer of poople employed bv the |
Bank was as folloyya o AR Employess 2000 2000 2000
M* (excl. trainees) Women Men Total
i I —r T — .
L — L N e Length of service (in %) o .
R AR | i RN R L
: : 25 5.8 8.0 138
Employees (excluding trainegs) | 1I° 45420 43,703 years or more :
Fulime | 7 39,403 38.363 15 t0 25 years 56 4 160
. : S : T et 10to 15 years 9.6 5.6 15.2
Part-time w * 6,117 5,315
- : — = et 5to 10 years 14.7 8.5 23.2
Trainees ) < } 1,058 2,056
‘ - = Less than 5 years 17.8 14.0 31.8
i
L o o |
OFFICES

Domestic and 1ntelnat10nol otflces ‘
Ll S , Ly T

! [ I
| [

1999 " Additions Reductions Relocations 2000
: New ° Hxpansion of Closures Consolidations
‘openings  consolidated
s o group

Domestic 3 o o
Baden-Wiirttemberg : .50 P 3 3 -2 44
Bavaria 529 : 6 ‘ 2 12 31 4 498
Berlin L 41 ‘ ) ) 1 42
Brandenburg ‘ o 12 o 12
Bremen - 14 . C o 14
Hamburg ‘ 61 R 2 : . . . 60
Hesse B E 'o32 . 1 33
Mecklenburg-
Western Pomerania S 13 T 13
Lower Saxony . S )] [ o 40
North Rhine-Wesiphalia -~ .- - 50 crp 3 ‘ 2 51
Rhineland-Palatinare o 31 ‘ 1 30
Saarland 12 v 1 11
Saxony ‘ o 54 o 1 4 4 -1 46
Saxony-Anhalt 26 ‘ 1 25
Schleswig-Holstein . G -89 o] 89
Thuringia o 30 e ‘ 1 1 -1 27
Subtotal LT 1,084 IR 4 25 41 1,035
International ' ‘ _ o ‘ ' DA
Austria » i Y 72 T 520 1 1 537
Other-Western Eu: ope Hroam o r 33 i3 e 12 2 1 45
Central and R ‘ e ‘
Eastern Europe ‘ o 263 .30 473 3 763
Americas ‘ o 10 11 21
Asia R p9 S ‘ 9 18
Africa: ‘ Lo co1 L L 1 . - 2

Subtotal T T 333 R 6 2 1.386

Total | T 1417 48T 1.030 31 43 2,421




EXECUTIVE BOARDS
Supervisory Board

Kurt E Viermetz
Chairman

Herbert Betz
Deputy Chairman

Dr. Richard Trautner
Deputy Chairman

Dr. Diethart Breipohl
since January 13, 2000

Heidi Dennl

Volker Doppelfeld
Ernst Eigner

Helmut Gropper

Klaus Griinewald
Heinz-Georg Harbauer

Anton Hofer

Munich, March 13, 2001

Dr. Jochen Holzer
until August 31, 2000

Dr. Edgar Jannott
Max Dietrich Kley
Peter Konig
Hanns-Peter Kreuser
Christoph Schmidt
Jiirgen E. Schrempp

Dr. Siegfried Sellitsch
since January 17, 2001

Professor

Hans-Werner Sinn
since January 13, 2000

Helmut Wunder

BAYERISCHE HYPO- UND VEREINSBANK
AKTIENGESELLSCHAFT

The Board of Managing Directors
Bub Eisele

Rauch Schmidt Schiiller

Juchem Nolting Rampl

Board of Managing Directors

Stephan Bub
since February 1, 2001

Dr. Egbert Eisele

Dr. Stefan Jentzsch
as of May 1, 2001

Dr. Norbert Juchem

Dr. Claus Nolting

since January 1, 2001
Dieter Rampl
Gerhard Randa

since January 1, 2001
Dr. Eberhard Rauch
Dr. Albrecht Schmidt
Dr. Stephan Schiiller
Dr. Paul Siebertz

Dr. Wolfgang Sprissler

Randa

Sprissler

PE
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INDEPENDENT AUDITORS RE'PORT

We have audlted ihe consoh‘dated fmaﬁcid’l ‘
statermnentg, com nrlslng the balace sheet, the
income stawmert &nd the statements of changes
in shareholders’ equ1ty and cash flows as well

as the notes to the tlnan|,1a1 statements prepared
by Bayerlsche Hypo und Verelnsbank Aktien-
gesellschafi, Munich, for the business year from
January 1 1o Decemiber 31, 2000. The prepara-
tion and the content of the consolidated financial
statements in accordance with International
Accounting %tancards (1A3) are the xesponblblhty
of the Compz‘my S m‘anagpment Our respon51b1l-
ity is to express an opinion on thesew consolidated
financial statements based on our a\udlt

We conduct@d our aLd1t of the cons.nhdated
financial stateme[ utsun accordancewith: German
auditing regtilations and German generally
accepted standards \far the audit ofifinancial
statements promulgated &y the Insiitut der
Wirtschaftsorifer (1IDW) and in supplementary
compliance with International Standards on
Auditing (1SA}. Those standards require that we
plan and perform the audit such that it can be
assessed with reasonable assurance whether
the consolidated financial statements are free
of material misstatements. Knowledge of the
business activities and the economic and legal
environment of the Group and evaluations of
possible mlcatatements aré taken into account
in the determination of audit procedures The
evidence supporting the amounts and disclosures
in the consolidated financial statements are
examined on a test basis within the framework

Munich, March 20,;'211‘.)101

of the audit. The audit includes assessing the
accounting principles used and significant esti-
mates made by management, as well as evaluat-
ing the overall presentation of the consolidated
financial statements. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the consolidated financial state-
ments give a true and fair view of the net assets,
financial position, results of operations and cash
flows of Bayerische Hypo- und Vereinsbank
Aktiengesellschaft, Munich, for the business year
in accordance with International Accounting
Standards.

Our audit, which also extends to the group
management report (Financial Review and Risk
Report) prepared by the Company’s manage-
ment for the business year from January 1 to
December 31, 2000, has not led to any reserva-
tions. In our opinion on the whole the group
management report (Financial Review and Risk
Report) provides a suitable understanding of the
Group’s position and suitably presents the risks
of future development. In addition, we confirm
that the consolidated financial statements and
the group management report (Financial Review
and Risk Report) for the business year from
January 1 to December 31, 2000 satisfy the con-
ditions required for the Company’s exemption
from its duty to prepare consolidated financial
statements and the group management report
in accordance with German law.

KPMG Deutsche Treuhand-Gesellschaft

Aktiengesellschaft

Wlftschaftbprufungsgesellschaft

Wohlmannstetter
Wirtschaftspriifer :

Pastor
Wirtschaftspriifer

(Independent Auditors)




Executive Boards

HONORARY CHAIRMAN
OF THE SUPERVISORY
BOARD

DR. MAXIMILIAN HACKL
Former Spokesman of the Board
of Managing Directors and
former Chairman of the Supervisory
Board of Bayerische Vereinsbank
Aktiengesellschaft, Krailling

SUPERVISORY BOARD

KURT F. VIERMETZ
Vice Chairman J.P. Morgan & Co. Inc.,
retired, Rye/New York and Munich,
Chairman

HERBERT BETZ
Employee, Bayerische Hypo- und
Vereinsbank Aktiengesellschaft,
Baldham
Deputy Chairman

DR. RICHARD TRAUTNER
Former member of the Board of
Managing Directors of Bayerische
Vereinsbank Aktiengesellschaft,
Krailling
Deputy Chairman

DR. DIETHART BREIPOHL
Member of the Supervisory Board of
Allianz Aktiengesellschaft and former
member of the Board of Management
of Allianz Aktiengesellschaft, Icking
since January 13, 2000

HEIDI DENNL
Employee, Bayerische Hypo- und
Vereinsbank Aktiengesellschaft,
Munich

VOLKER DOPPELFELD
Chairman of the Supervisory Board
of BMW AG and former member of
the Board of Management of BMW AG,
Miinsing

ERNST EIGNER
Employee, Bayerische Hypo- und
Vereinsbank Aktiengesellschaft,
Karlsfeld

HELMUT GROPPER
Ministerialdirektor
Deputy department head in the
Bavarian State Ministry of Finance,
Kénigsbrunn

KLAUS GRUNEWALD
Secretary of the Union of Employees
in Commerce, Banking and Insurance,
Grébenzell

HEINZ-GEORG HARBAUER
Head of the Bavarian Division of the
German Union of Salaried Employees,
Munich

ANTON HOFER
Employee, Bayerische Hypo- und
Vereinsbank Aktiengesellschaft,
Nuremberg

DR. JOCHEN HOLZER
Former Chairman of the Supervisory
Board of VIAG Aktiengesellschaft,
Munich
until August 31, 2000




DR. EDGAR JANI'OTT
Former Chairman of the Managing
Board and memxber of the Supervisory
Board of ERGC Versicherungsgruppe
AG, Kaarst

MAX DIETRICH KLEY
Deputy Chairman of the Eoard of
Executive Directors of BASF AG,
Ludwigshafen

PETER KONIG
Employee, Bayerische Hypo- und
Vereinsbank Aktiengesellschaft,
Munich

SUPERVISORY BCARD
L COMMITTEES *

" EXECUT!VE COMMITTEE

Kurt F. Viermeiz
Herbert Betz
Dr. Richard Trautner

BUSINESS DEVELOPMENT AND CREDIT
COMMITTEE

Kurt F. Vierme*z, Chairman

Herbert Betz

Dr. Diethart Breipohl

Dr. Richard Trautner

Helmut Wunder

AUDIT COMMITTEE
Dr. Diethart Breipohl, Cheirman
Dr. Edgar Jannott
Helmut Gropper
Anton Hofer
Peter Konig

HANNS-PETER KREUSER

Emplcyee, Bayerische Hypo- und
Vereinsbank Aktiengesellschaft,
Munich

CHRISTOPH SCHMIDT
Employee, Vereins- und Westbank
Aktiengesellschaft, Schleswig

JURGEN E. SCHREMPP
Chairrman of the Board of
Management of DaimlerChrysler AG,
Stuttgart

TRUST BUSINESS COMMITTEE
Dz Edgar Jannott, Chairman
Dz. Jocaen Holzer,
until August 31, 2000
Christoph Schmidt
Dr. Siegfried Sellitsch,
since January 29, 2001

NEGOTIATING COMMITTEE
Kurt F. Vierraetz
Eerber: Betz
Peter Kdnig
DPr. Richard Trautner

DR. SIEGFRIED SELLITSCH
Chairman of the Managing Board of
Wiener Stddtische Allgemeine
Versicherung Aktiengesellschalft,
Vienna
since January 17, 2001

PROFESSOR HANS-WERNER SINN
President of the Ifo Institute for
Economic Research, Gauting
since January 13, 2000

HELMUT WUNDER
Employee, Bayerische Hypo- und
Vereinsbank Aktiengesellschaft,
Waischenfeld

TRUSTEES

Trustees for mortgage banking
operations pursuant to Section 29 of
the German Mortgage Banking Act

DR. OTTO BEIERL
Ministerialdirigent in the Bavarian
State Ministry of Finance, Munich

Deputies

ERWIN HORAK
Ministerialrat (retired)
President of the State Lottery
Administration, Munich

DR. ROLAND JUPTNER
Financial President of the Regional
Revenue Office, Munich

ECKEHARD SCHMIDT
Ministerialrat in the Bavarian State
Ministry of Finance, Munich

DR. KONRAD TAUBMANN
Certified Public Accountant and Tax
Consultant, Munich




BOARD OF
MANAGING DIRECTORS

STEPHAN BUB
since February 1, 2001

DR. EGBERT EISELE

DR. STEFAN JENTZSCH
as of May 1, 2001

DR. NORBERT JUCHEM

DR. CLAUS NOLTING
since January 1, 2001

DIETER RAMPL
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GERHARD RANDA
since January 1, 2001
DR. EBERHARD RAUCH
DR. ALBRECHT SCHMIDT
DR. STEPHAN SCHULLER

DR. PAUL SIEBERTZ

DR. WOLFGANG SPRISSLER




Operating performance (€ millions) 2000 1999 1998 1997

Net interest income 5,150 5,045 5,035 4,782
Provisions for losszs on loans and advances 1,186 2,472 1,659 1,386
Net interest income after provisions or losses on loans and advances 3,964 2,573 3,376 3,396
Net commission income 2,423 1,876 1,631 1,516
Trading profit 548 401 487 458
General adminisirative expenses 4,882 4,570 4,324 3,957
E-commerce expenses 235 — — —_
Balance of other operating income znd expenses 55 91 91 56
Operating profii 1,873 371 1,261 1,469
Net income from investments 325 985 330 176
Amortization of goodwill ’ 89 70 32 29
‘ Balance of other income and expenses (131) (238) (44) (102)
Profit from ordinary activities 1,978 1,048 1,515 1,514
Balance of extracrdinary income and expenses (126) (294) (109) (96)
Net income befoce taxes 1,852 754 1,406 1,418
Income taxes 668 315 629 521
Net income 1,184 439 777 897
Minority interest in net inzome (105) (80) (73) 69)
Net income adjusted for minority interest 1,079 359 704 828
Dividend per share of cornmoan stock (€) 0.85 0.85 0.82 1
Earnings per share as per IAS (€) 2.50 0.86 1.69 2

Earnings per share as per 1AS (€) (excl. amortization of goodwill) 2.71 1.03 1.77 2.07

Key indicators (%)

Return on equity after taxes 8.5 3.0 6.1 8.5
Return on equity after taxes texcl. amortization of goodwill) 9.2 3.6 6.3 8.8
Cost-income ratio (based on operating revenues) 59.7 61.6 59.7 58.1
Cost-income rativ (based un profit from ordinary activities} 59.0 56.5 57.7 57.7
Ratio of net commission income to operating revenues 29.6 25.3 22.5 22.3

Balance sheet figures (€ billions)

Total assets ’ o ) 716.5 503.3 460.7 ‘ 425.7
Total lending volume 449.2 349.6 335.8 311.0
Shareholders’ equity ’ 19.6 12.4 12.2 12.0

Key capital ratics compiiant with the German Baaking Act?

Core capital (€ billions) 21.3 14.6 13.0 11.2
Total equity (€ biilions) 38.5 26.7 22.7 —
Risk assets (€ billions) 324.2 229.7 2159 210.0
Core capital ratia (%) ‘ . . 6.6 6.4 6 5.4
Total equity ratio (%) 10.4 10.1 9.3 —

Share information

Share price: Year-end (€) 60.30 68.00 66.40 —

High (€) 72.85 69.90 95.00 —

Low (€) 55.30 48.00 55.50 —
Market capitalization (€ hillions) 32.3 28.7 27.9 —
i - ... .. .. i |
Employees 72,867 46,170 39,447 39,608
Branch offices 2,421 1,417 1,420 1,505

1 former Vereinsbank: €0.62 / former YPO-BANK: €0.74
2as per approved financial statements




Operating performance (€ millions)

1st quarter, 2000 2nd guarter, 2000

3rd quarter, 2000

4th quarter, 2000

Net interest income 1,215 1,209 1,247 1,479
Provisions for losses on loans and advances 248 248 291 399
Net interest income after provisions for losses

on loans and advances 967 961 956 1,080
Net commission income 693 536 540 654
Trading profit 248 68 189 43
General administrative expenses 1,143 1,167 1,219 1,353
E-commerce expenses 63 62 63 47
Balance of other operating income and expenses 3 17 9 26
Operating profit 705 353 412 403
Net income from investments (22} 255 (33) 125
Amorzation of goodwill 18 20 20 31
Balance of other income and expenses (23) (25) 47 (36}
Profit from ordinary activities 642 563 312 461
Balance of extraordinary income and expenses (25) (32) 32) 37)
Net income before taxes 617 531 280 424
Income taxes 299 226 121 22
Net income 318 305 159 402
Minority interest in net income (30) (23) 10) (42)
Profit ¢ 288 282 149 360
Earnings per share as per IAS (€) 0.68 0.67 0.35 0.80
Earnings per share as per IAS (€) (excl. amortization of goodwill) 0.73 0.72 0.40 0.86
Key indicators (%) March 31, 2000 June 30,2000 Sept. 30,2000 Dec. 31,2000
Return on equity after taxes 9.5 9.4 7.9 8.5
Return on equity after taxes (excl. amortization of goodwill) 10.1 10.0 8.6 9.2
Cost-income ratio (based on operating revenues) 52.9 57.9 59.1 59.7
Cost-income ratio (based on profit from ordinary activities) 54.5 55.9 58.6 59.0
Ratio of net commission income to operating revenues 321 30.8 29.6 29.6
Balance sheet figures (€ billions)

Total assets 519.7 539.9 548.2 716.5
Total lending volume 351.1 354.6 361.6 449.2
Shareholder’s equity 12.8 12.7 12.9 19.6
Key capital ratios

Core capital (€ billions) 14.6 14.9 15.0 21.3
Total equity (€ billions) 26.8 27.3 27.4 38.5
Risk assets (€ billions) 231.6 238.0 245.2 324.2
Core capital ratio (%) 6.3 6.3 6.1 6.6
Total equity ratio (%) 9.9 9.8 9.6 10.4
Share information

Share price (€) 64.20 67.66 62.76 60.30
Market capitalization (€ billions) 27.0 28.5 26.5 32.3

Employees

46,239

45,868

46,321

72,867

Branch offices

1,416

1,408

1,402

2,421




LA ALAVALULLA

NANVAL U LLAWLVA

IMPORTANT DATES 201,

Preliminary annual results

February 21, 2001

Annual prass conference

March 22, 2001

Annual analyst conference

March 22, 2001

Annua! General Meeting of Shareholders . May 22, 2001
oM International Congress Center Munich
Neue Messe Munich-Riem 81823 Munich, Germany
First-quarter earnings May 22, 2001
Second-quarter 2arnings July 26, 2001

Third-quarter earnings

October 25, 2001

"IMPORTANT DATES 2002

Preliniinary annual results

February 20, 2002

Annual press confererice

March 21, 2002

Annua!t analyst conference

March 21, 2002

Annual General Meeting of Shareholcers May 23, 2002
M International Congress Center Munich
Neue Messe Munich-Riem. 81822 Munich, Germany

First-quarier earnings May 23, 2002

Second-quarter sarnings

July 25, 2002

Third-quarter earnings

October 24, 2002

CONTACTS
Should you have any cuestions about
the annual report, please contact
Group Investor Eelations by
calling +49 (0)89 378-2 5276,
faxing +49 (0)59 378-24083, or
e-mailing ir@hvbgroup.comn.

You can call up important company
announcements as soon &s they have
been publishec by visiting our website

SHAREHOLDER PUBLICATIONS
Annual Report (English/German),
abridged and full version

Annual Report Lexicon (available in
Cerman only)

Interim reports (English/German) for
the first, second, and third quarters

Environmental Report

For a currant list of branches, visit

ORDERING
To order more copies of the annual
report or one of the publications listed
here, please contact our Reporting
Service by
calling +49 (0)89 89506075, or
faxing +49 (0)89 895060 30.

This edition of our annual report is
prepared for the convenience of our

at www.hvbgroup.com/ir. whers
you can also register for our e-mail

o™

subscription service.

our website at
www.hypovereinsbank.com/branches

English-speaking readers. It is based
on the German original, which takes
precedence in all legal aspects.
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