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Investor relations

Essen Hyp: Key competence in capital market business

The focus of Essen Hyp's business is on lending to national s
and international public-sector debtors. In addition the
Bank gives long-term mortgage loans to finance both . g S
commercial property and private housing. . '
Accordingly we make great use of the international capital -
markets on which, besides the "traditional" Pfandbrief, I N
more and more Jumbo and Global Pfandbriefe are being N , ~ o
issued. o

Essen Hyp is one of the largest issuers of Jumbo A
Pfandbriefe worldwide.

> Ratings and Analyses

> Interest Rate Forecast G3

> Interest Rate Forecast Meeting

> Current financial and economic topics
v Roadshows

> Corporate Governance

> 10 successful years in retrospect

b Financial Calendar 2004
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Investor relations

Ratings and Analyses

Ratings S&p Moody's Fitch Ratings
Pfandbriefe
- public-sector AAA Aal AAA
- mortgage not rated Aa2 not rated
Long-term counterparty rating BBB+ A2 A-
(outlook stable)  (outlook stable) (outlook stable)
Short-term counterparty A-2 P-1 F2
rating

Notes issued under the Debt
Issuance Program

- Senior Unsecured Debt BBB+ A2 not rated
- Subordinated Debt BBB A3 not rated
Commercial Paper Program A-2 P-1 not rated

Rating Reports

> Standard & Poor's  Rating analysis as of Aug 01, 2003
and ratings as of June 03, 2003.

&> Moody's Rating analysis as of June 2002 and rating confirmation as of
March 07, 2003.
> Fitch Ratings Extract; the complete report can be obtained from Fitch.

(Acrobat Reader required. Download Acrobat Reader ®)

© Hypothekenbank in Essen AG
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Economic Growth and Interest Rate Outlook for the United States 2002/2003

Economic Growth and Interest Rate Cutliook
for the United States, Buro Area, Japan 2003/2004

» United Stétes
» Euro Area
» Japan

Economic Growth and Interest Rate Qutlook for the United States
2003/2004

Economic Growth
U.S. economic growth will surmount all obstacles

The U.S. economy has had to assert itself against a large number of retarding factors
which affected it in the recent past, e.g. 2 number of corporate scandals of previously
unknown dimensions, headlines about misleading share recommendations by well-
known investment banks, repeated warnings of new terrorist attacks, a threatening
extension of the financial crisis in Argentina, a strike of dockworkers on the U.S.
western coast and rocketing energy prices. Nonetheless, the expansion of the U.S.
economy did not grind to a halt - despite several market participants’ dark prophecies.
In contrast: in the previous year the U.S. was among the first ranks in the growth
league of the OECD with a comparatively strong economic growth of 2.4%, far ahead
of the euro area and the previous laggard Japan.

At the beginning of this year the mood among consumers, in industry and in what was
up to now a booming construction sector, cooled noticeably. Both, the Irag conflict and
the ensuing rapid increase of energy prices, have occasionally been given as reasons
for the clouding of the economic climate. In spite of these obstacles in the first quarter
of 2003, production in the economy as a whole rose, according to an initial estimate of
the U.S. Department of Commerce, by an annualized change rate of 1.6%.

In fact, with the end of the Iraq war and due to some signs indicating a decline of geo-
political tensions in other regions, important economic growth restraints have
disappeared. In the last few weeks raw material prices, for example, have significantly
decreased: the price of one barrel of West Texas Intermediate oil dropped from its
peak of around U.S. $ 38 at the beginning of March 2003 to below U.S. $ 26 at the end
of April 2003. Gold and gas prices have also been clearly on the decline. Moreover, risk
premiums on the capital markets have diminished. The various structural and cyclic
lifting powers of the U.S. economy shouid, therefore, be able to unfold their effect
unrestrictedly and thus initiate a strong economic recovery despite the prevailing
pessimism. The structural lifting powers are the following:

® U.S. economic growth will also be supported by a rise in population in the
coming years. According to the most recent projection made by the U.S. Census
Bureau in 2000, the population of the United States will, in accordance with the
basis scenario, increase from 270 million in 1998 to 404 million in 2050, This
corresponds to an average annual change rate of +0.8%. The actual population
increase of 288 million was even greater than the optimistic forecast value of
282 million by last year already. Two factors are responsible for this rapid
population growth. Firstly, the United States is a traditionally preferred
immigration country. Secondly, U.S. women have a greater birth rate than
women in other industrial countries. On avérage, every woman in the United
States gives birth to two children. This extraordinarily high birth rate applies to
all social classes, and U.S. women of Hispanic origin are known to have a large
number of children.
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Economic Growth and Interest Rate Outlook for the United States 2002/2003

e Although at the technology stock market NASDAQ the bubble has burst, the
past high investment activity in the IT segment continues to unfold its
productivity-increasing effect. The thesis of a "New Economy” was proven
during the last recession. For a long time sceptics of the "New Economy”
claimed that the rise of productivity growth in the latter part of the 1990s was,
to a large extent, due to a favourable business cycle. In the course of the
recession of 2001 however, the previous year’s change rate of productivity did
not drop contrary to the normal pattern, below zero. During the following year
of recovery, 2002 growth of productivity even reached, at 4.8%, the highest
level since 1950. This enormous productivity progress enabled U.S. companies
to expand their profit margins even in a situation of price stability due to falling
unit labor costs. NIPA corporate profits after tax (without banks) surpassed
their previous year’s level by approximately 60% in the last quarter of 2002.
The rise of profits and profit expectations will initiate an accelerated investment
activity and, finally, result in more employment. To some extent this upswing
pattern has already started: investments in information technology and
software have risen in five successive quarters. At exactly 10% the previous
year’s change rate was again a double digit figure in the first quarter of 2003.
The past poor situation on the NASDAQ forces the comparison with a similar
situation in the 19th century. Investments in bonds and shares of railroad
companies were the fortune-promising phenomenon of that time. In spite of the
insolvency of the famous railroad financier Jay Cooke & Co. in 1873, which
resulted in a panic on the stock markets, the railroad continued to expand in
the following years and thus, comparable to the internet of our times, the
possibility of using the welfare-increasing effect of labor division.

® The negative wealth effect of the past stock market baisse will be weaker than
so far expected. The survey of the financial situation of U.S. consumers, made
by the Federal Reserve every three years, revealed that in accordance with an
extrapolation of October 2002 ~ the low point of U.S. stock markets in 2002 -
wealth of U.S. consumers greatly exceeded the level at the end of 1998.
Moreover, the survey shows, that it is still predominantly people with larger
income who invest in the stock market. For typical U.S. consumers the value of
their family home continues to be the decisive factor in their individual wealth
situation. According to the Office of Federal Housing Enterprise Oversight
(OFHEOQ), house prices increased on average by almost 7% in the final quarter
of 2002, compared to the final quarter of 2001. Furthermore, the International
Monetary Fund (IMF) alleged in its most recent global economic report that the
retarding effect of the slump in share prices - almost three years after the ali-
time high ~ will soon ease off.

Due to the above-mentioned two structurai arguments we evaluate the growth capacity
of the U.S. economy at way above 3%. Also time series analytical research, too, comes
to this result. The various cyclic lifting forces should, moreover, result in change rates
above this rate in the coming quarters.

® First and foremost, the extremely expansive monetary policy of the Federai
Reserve has to be mentioned here. After the Federal Reserve reduced the
federal funds target rate in eleven steps from 6.5% to 1.75%, the key central
bank rate was again cut to 1.25% in November 2002. This monetary loosening
also contributed to improved conditions for long-term funding. The effective
interest rate of 30-year mortgage contracts, for instance, was at 5.75% in
March 2003, on the lowest level since the availability of corresponding data in
1971. This historically low interest rate level resulted in a renewed, and so far
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year. Home owners wanted to either reduce their debt burden by leaving their
old contracts and newly contracting their mortgage loans with better terms, or
to use the increased value of their home to apply for a higher mortgage loan. In
view of this development U.S. consumers can expect a considerable influx of
free funds in the coming weeks and months. According to the Federal Reserve,
househoids extracted aimost U.S. $ 200 billion in form of liquid money from
home as consequence of the recent flood of refinancings in 2002. Surveys of
the Federal Reserve showed that in the past half of the money extracted from
home equity was used for financing private consumption and property
improvement, with the other half being used for paying off high interest-bearing
consumer debts (credit card debts). As a result, again this time private
consumer expenditure should be noticeably boosted through future refinance
payments. Low interest rates not only stimulate refinancing activities but also
original mortgage loan applications in order to buy property. The corresponding
index of the Mortgage Bankers Association of America reached an all-time high
at the beginning of May 2003 and is, thus, a forerunner for a rebound on the
residential property market.

& {).S, President Bush had to withdraw from his initial intention to reduce taxes by
U.S.-$ 725 billion in the next ten years due to opposition in Congress. In April
this year President Bush pleaded “only” for a tax relief of at least U.S.-$ 550
billion. Tax plans of the U.S. administration include the removal of taxation on
dividends as the largest relief, as well as an earlier implementation of
previously-agreed income tax cuts. The Budget Office of the U.S.-Congress has
estimated that the “Jobs and Growth Plan”, proposed by the administration in
January 2003, would reduce the balance of the Federal Budget in the fiscal
years 2003 and 2004 by 34 and 118 billion U.S.-$ respectively. Thus, following
the impending budget debates and a restrictive fiscal policy by the federal
states this and the next year, even against the background of further cuts to be
expected in the volume of relief, an expansive impetus should be initiated by
the fiscal policy of the overall state. Furthermore, the fact alone that taxes have
been reduced in recent years and that further tax cuts stiil are number one on
the political agenda, should influence long-term income expectations and thus
also have a positive impact on consumer spending.

® In the past months U.S. companies have merely moderately raised their
inventory levels - which is also due to the imponderabilities of the Iraq conflict.
In February 2003 the relation of inventory to sales was, at 1.37 only slightly
above the historic low of 1.35, reached six months ago. Therefore, companies
will strongly increase their inventory investment if an acceleration of overall
economic demand will materialize or is even only anticipated.

e Export activity will see a moderate upturn caused by the depreciation of the
U.S. $. Compared with the peak of February 2002 the external value of the
U.S.-$ has decreased by about 5.5%, against the currencies of a broad group of
important trading partners. Nonetheless, the U.S. trade deficit will continue to
grow and therefore weigh on GDP growth, because an accelerated import surge,
due to an buoyant domestic demand, will do more than just compensate the
risen export activity, However, compared to the previous year, the growth
burden caused by net exports, will be weaker this and the next year. The fact
that profits of multinational companies increase due to the dollar weakness,
results in a further expansive impetus, since profit conversion of foreign
subsidiaries into the domestic currency is conducted only on the low price of the
U.S.-$. The most recent examples for the positive currency effect are the
quarter results of McDonald’s and Procter & Gamble.
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As a result of the above arguments the expected growth rate for this year is 2.7% and
for next year 4.2%.,

Development of Consumer Prices
A known pattern: inflation in an early upturn phase is no topic

In the United States there has been a noticeable upsurge in consumer prices. The
annual change rate of the consumer price index increased from 1.1% in June 2002 to
3% in March 2003. This price increase is exclusively a result of the rise,, of energy
prices. The core inflation rate however, which reflects the basic inflation trend more
adequately, has declined since December 2002. The “"Business Cycle Dating
Committee” of the economic research institute NBER is very likely to determine this
date as the end of the last recession. On this occasion a known pattern of the inflation
trend is again proved true: the inflation rate drops in the early phase of an upturn.

In the course of the upturn following the recession of 1991/92 it took almost nine
years until the disinflation process stopped. Regarding the current significant under-
utilization of capacities and failing unit labor costs the decline of the core inflation rate
will continue. This is not opposed by the noticeable price pressure which developed at
the eariy stage of the production chain. In 1994, for example, an equally strong
producer price increase for intermediate products did not initiate a sustained
inflationary process at consumer level, although unit labor costs did not decrease, but
increased slightly. In accordance with this argumentation the “Beige Book” of the
Federal Reserve of March described: * Few firms said they were able to pass along
much, if any, of these cost increases to their customers. Competition from both
domestic and foreign producers helped keep final goods prices in check.” Moreover, not
only falling crude oil prices but also already declining quotations for non-energy crude
materials indicate that price pressure on the early stage of the production chain, which
currently can still be noticed, will considerably decrease.

The annual average change rate of the consumer price index will, thus, decline from
this year's 2.4% to 1.5% next year.

Key Interest Rates
Interest rates will increase this year

In its press release of March 18, 2003 the Federal Reserve attributed the rather weak
economic growth report of the first quarter of 2003 to the oil price increase and other
consequences of geo-political instabilities. Since the Irag war turned out to be a
success for the allied troops in the mean time, other trouble spots like South America
lost explosiveness and crude oil prices are slowing down, the Federal Reserve hold the
view that most retarding factors have petered out. As a result, after its meeting at the
beginning of May, the Federal Open Market Committee (FOMC) of the Federal Reserve
described the upwards and downwards risks for economic growth as balanced, despite
the most recent publication of disappointing industrial production and labor market
data. In compliance with our forecast the U.S. economy will grow by change rates
above the potential growth rate, starting from the third quarter of this year. Thus, it
can be assumed that the U.S. Central Bank will consider economic growth as so safe,
that there in no more need for an extremely accommaodative monetary policy in the
fourth quarter of this year at the latest.
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This forecast is in line with the statement of Thomas Hoenig, President of the Federal
Reserve Bank of Kansas City, that U.S. monetary policy is confronted with the
challenge “... to keep rates low to sustain the recovery, while also maintaining a sense
of when to begin reversing policy.” The federal funds target rate will therefore be 1.5%
at the end of this year and 3.25% at the end of next year. In spite of this forecast of a
significant monetary tightening the monetary policy (1] of the Federal Reserve will
continue to be expansionary by the end of 2004.

Bond Market Trends
Economic growth surprise makes yields rise up to 5% at the end of 2003

In the last months and quarters the expression “deflation” was a decorative headline
not only of numerous economic articles, but also a number of Federal Reserve
representatives dealt intensely with the scenario of a general decline in prices in
presentations and articles. Nonetheless or perhaps just due to that the current price
trend on the capital markets seems to have drawn only little attention up to now.
Capital market participants rather doubt the sustainability of the U.S. upturn. The
repeatedly occurring temporary falling behind of economic growth indicators, thus,
affirms the pessimistic view of market participants. In that environment, for example,
yields of U.S. Treasury notes maturing in February 2011 dropped from their 5.45%
peak in March 2002 by 218 bp to a low of 3.27% in March of this year. Yields of
inflation-indexed Treasury Notes with maturity in January 2011 dropped in the same
period by 190bp. From the largely parallel development of nominal yields of
conventional bonds and real yields of inflation-indexed bonds it can be derived that the
bull market of bonds, which lasted until March this year, could be almost exclusively
attributed to the clouding of economic growth expectations. The decline of the inflation
premium has thus contributed only 13% to the extremely friendly bond market.

The analysis of the past yield development is therefore indicative of future capital
market trend. The fulfilling of our economic growth forecast, which predicts a growth
rate of 2.7% for the United States this year, will catch the capital markets on the hop.
Economists surveyed by the British journal "Consensus Forecast” in April 2003,
forecast an average growth rate of 2.3% for the year 2003. Indeed, various
discussions with bond fund managers suggest that the economic growth expectations
of market participants could be even more restrained. Besides, increased issue of
government debts on the capital market by the U.S. administration could be employed
as an argument for rising yields. The OECD showed, in the scope of its half-yearly
economic growth outlook, that the expected budget deficit of the administration (in %
of GDP) correlates positively with the interest rate spread between long-term
Treasuries and money market securities.

Our expectation of strongly surging capital market yields is in no way contradicted by
falling inflation rates. Firstly, the current implicit inflation premium of the market
corresponds more or less, at approximately 1.6%, to our inflation forecast for 2004.
Secondly, in an environment of strong economic growth, falling infiation rates will not
supply the deflation speculators with further arguments to put forward. With a look at
the U.S. economic history, deflation periods were always accompanied by a reduction
of the aggregate economic demand (2].

Consequently, yields of 10-year U.S. Treasuries will rise from 3.94% in April 2003 to
5% by the end of the year. Next year vields will continue to increase up to a level of
5.5%.

1. Quoted pursuant a Bloomberg release of April 22, 2003.
N e sasbeaunsrecisl whather the neriod from 1882 to 18986, in which the price level
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can still be classified as period of price stabiiity or of moderate deflation,

Back © Hypothekenbank in Essen AG Print




Hypothekenbank in Essen AG Seite 1 von 1

Interest Rate Forecast

Interest Rate Forecast Meeting

Here you find the results of our recent interest rate forecast meetings. Economists and
portfolio managers from all over Germany participate in these meetings and discuss the
future interest rate and economic development. The interest rate forecast meetings are
held in the premises of Hypothekenbank in Essen AG severa! times a year. If you have
any comments or questions please call Dirk Chlench: 0049 201 8135 442 or e-mail to:
Dirk.Chlench@essenhyp.com

> Forecast meeting Nov 03, 2003
> Forecast meeting Mar 27, 2003
> Forecast meeting Nov 6, 2002

> Forecast meeting Aug 19, 2002
> Forecast meeting May 14, 2002
> Forecast meeting Feb 07, 2002
> Forecast meeting Oct 01, 2001
> Forecast meeting Jun 19, 2001
> Forecast meeting Jan 24, 2001
> Forecast meeting Nov 22, 2000
> Forecast meeting Sep 14, 2000
> Forecast meeting Jul 18, 2000

» Forecast meeting May 16, 2000
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Interest Rate Forecast Meeting on November 03, 2003

Resuits of the consensus survey

Forecast for the Euro Three-Month Money Market Rate
Status as of November 03, 2003: 2.53%

4th 1st 2nd 3rd 4th
quarter of quarter of quarter of quarter of quarter of
2003 2004 2004 2004 2004
Consensus Forecast 2,20% 2,28% 2,30% 2,50% 2,63%
Highest Forecast 2,40% 2,50% 3,00% 3,25% 3,40%
Lowest Forecast 2,10% 2,15% 1,85% 1,80% 1,70%

as of Quarter-end

Forecast for the 10-year Pfandbrief yields
Status as of November 03, 2003: 4.34%

4th quarter 1st quarter uazrggr of 3rd quarter 4th quarter
of 2003 of 2004 G of 2004 of 2004
2004
Consensus Forecast 4,58% 4,70% 4,80% 4,85% 4,90%
Highest Forecast 5,00% 5,50% 6,00% 5,50% 5,60%
Lowest Forecast 4,20% 4,20% 4,20% 4,20% 4,00%

as of Quarter-end

Participants:

Bernd Baume Bankhaus Lampe KG, Disseldorf

Axel Frein Bankhaus Lampe KG, Disseldorf

Thomas Homm Bank im Bistum Essen, Essen

Erhard Rossig Bergbau-Berufsgenossenschaft, Bochum

Eugen Keller Metzler Asset Management GmbH, Frankfurt

Or. Arnd Yerlgger CC-Bank, Ménchengladbach

Jeons-Uwe Whehtar DGZ DekaBank, Frankfurt

Or. Harald Loy Deutsche Bundesbank, Dusseldorf

Lothar HeBlar HSBC Trinkaus & Burkhardt, Diisseldorf

Dr. Frank Brocks Hypothekenbank in Essen AG, Essen

Dirk Chiench Hypothekenbank in Essen AG, Essen

Raimund Bitter Hypothekenbank in Essen AG, Essen

Clemens Stoffers Stadt Essen, Essen

Jan Bottermann National-Bank AG, Essen

Heinz Gebhardt Rheinisch-Westfalisches Institut flir Wirtschaftsforschung, Essen
Dr. Gydrgl Barabag Rheinisch-Westfélisches Institut fiir Wirtschaftsforschung, Essen
Peter Hohlfeld Rheinisch-Westfélisches Institut fur Wirtschaftsforschung, Essen
Marco Bargel DEPFA Deutsche Pfandbriefbank AG, Frankfurt

Dirk Schoppmeier Sparkasse Essen, Essen

Eimar Stender Volksbank Marl-Recklinghausen eG, Mari

Helmut Goecker Westfalenbank AG, Bochum

Rainer Maucher Gemeinnlitzige Hertiestiftung, Frankfurt

Martin K. G. Heipertz Max-Planck-Institut fur Gesellschaftsfaorschung, Kéln
Heike Gutzmerow Volksbank Rhein-Ruhr, Duisburg
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Dirk Chlench, +49 201 8135 442 or mail to: Dirk.Chlench@essenhyp.com
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Investor relations

Current Financial and Economic Topics

This is where we publish our thoughts on current economic and financial topics in a
bimonthly manner. The attached economic charts illustrate our findings. We monitor
economic and financial developments in the USA, the euro area and Japan. If you have
any comments or questions, please call:

Dirk Chlench, +49 201 8135 442 or mail to: Dirk.Chlench@essenhyp.com

Articles in 2003

> Rare Gems November/December 2003

> Japan hands the wooden spoon to Germany! September/October 2003

> World: A global economic upturn is underway! July/August 2003

> Germany: Glimmer of hope for an economic revivall May/June 2003

> Germany/Europe: Build up anti-cyclical stock positions March/April 2003

= USA: Will the U.S. economy regain its former strength or will economic growth again lose momentum
in 20037 January/February 2003

Articles in 2002

> USA: The last ray of hope for the world economy November/December, 2002

> Germany: From powerhouse to poorhouse of Western Europe? September/October, 2002
»> USA: The U.S. consumers are well alive and kicking! July/August, 2002

> World: Real Interest rates and funding conditions May/June 2002

 Euro area: Markets will once again beat economists on ECB rates! March/April 2002

> USA: Don't bet on a doubie dip in the United States! January/February 2002

Articles in 2001

> World: Wil the New Economy Continue? November/December 2001

> USA: We definitely continue to believe in a V-shaped recovery September/Oktober 2001

= Germany: Searching for the trough of the business cycle July/August 2001

> USA: The most recent rise in bond prices is just a pause in a bear market May/June 2001

& Japan: A brief review of the recent BO3 monetary policy March/April 2001

> USA: U.S. economic slowdown will only lead to a short-term dollar weakening January/February 2001

Articles in 2000

i* Euro area: "New Economy" in the euro area will lead to a Euro rebound November/December 2000

> Japan: Will the Recovery result in an ongoing strong expansion? September/October 2000

& USA: A flexible labor market is the key issue for a bull market. July/August 2000

> Germany: Is a spread widening of credit products, as in the USA, a real danger for the German bond
market ? May/lune 2000

> USA: Overvalued US stock market - so what? March/April 2000

> Germany: The return of inflation? January/February 2000

Articles in 1999

Werld: The role of asset prices in US Fed and ESCB monetary policy December 99
World: Some Thoughts on the 'liquidity' argument November 1999

USA: Inflation-led interest rate fears - and rightly so? October 1999

o USA: Don't stay iong in bonds September 1999

> Buro area: A review of the first six months of the euro currency August 1999
> USA: Do we get a bear market like in 1994 ? July 1999

&~ USA: Real Wages versus Unemployment Rate June 1999

> Germany: Consumer Price Inflation Forecast for 1999/2000 May 1999

> Euro Area: Implied inflation expectations April 1999

> Euro Area: Real 3-month interest rates March 1999

& USA: Personal savings rate February 1999

o s

=
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Investor Relations

Current Financial and Economic Topics

Rare Gems
November/December 2003

Guest article by Bernd E. Pursteiner, DZ CAPITAL MANAGEMENT GmbH

The doom and gioom that pervaded the financial markets and caused widespread fears of
global depression and deflation were still prevalent last spring. Since then, these fears have
subsided and have been replaced by cautious optimism.

Expansive monetary and fiscal policies are beginning to bear fruit. Despite obvious
imbalances and structural deficits, there are signs that the economies of the United States,
Japan and Europe are recovering. Leading indicators suggest that the dynamics for growth
will continue to improve, so that even the sluggish European economies will strengthen. But
these improvements in growth will bring the long period of low interest rates to an end.
Money market and capital market rates will rise. Central bankers will watch these
developments carefully and resist their first impulses to raise rates for fear of choking off
the nascent recovery. The European Central Bank will be especially careful for fear of
contributing to the strength of the Euro and thereby postponing any export-ied recovery.
From about the middle of next year we can expect the Federal Reserve to raise rates and
thereafter, toward the end of 2004, the European Central Bank to do the same.

Tied to the corset of their central bank rates, money market rates will barely move in the
next few months. This cannot be said of capital market rates; they will probably rise
significantly. Yield curves will become steeper and probably form a bulge near the one- to
four-year maturity range.

It will be necessary to construct bond portfolios in accordance with this scenario without
losing sight of the geopolitical risks hovering in the background. Buying bonds with short-
term and long-term maturities should prove to be the best strategy. Staying in medium-
term maturities or in market segments that are aiready overpriced could cause the small
returns one can expect to turn into outright losses.

German Bunds now yield between 2 and 4.3%, depending on maturity. 10-year mortgage
bonds (Pfandbriefe) offer yield pickups of up to 0.3%. In their search for more attractive
alternatives, investors have been buying corporate bonds. These have performed very well
over the past year, as spreads to government bonds have narrowed significantly

7 et Al i admY mmmon I m s b o ot o ]
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Profit-sharing certificates (Genussscheine), on the other hand, have hardly aroused the
interest of investors. In fact, widely known difficulties of individual issuers have subjected
this type of paper to steady selling pressure for some time. The yields have risen
correspondingly. Many indicators suggest that the market has excessively over-reacted.
Several financial institutions here in Germany have had to write off loans and have suffered
corresponding declines in earnings, but fears of a German banking crises are overblown.
These institutions are well on their way to recovery, after having been able to clean up their
balance sheets and to effectively restructure.

Should profit-sharing certificates become the focus of investors looking for yield, the
spreads to government bonds will narrow and lead to significant price rises. In other words,
profit-sharing certificates could possibly repeat the favorable development already seen in
corporate bonds.

Because issuers have wide leeway in determining how profit-sharing certificates are
constructed, this market segment appears, at first sight, not to be transparent. The
individual conditions of an issue are of paramount importance and obviously cannot be
overlooked. Many issues are illiquid. Profit-sharing certificates generally make payment of
dividends dependent on the previous year’s results. Some have no specified maturity. These
are hardly characteristics that would make profit-sharing certificates comparable to fixed
income securities. Yet most profit-sharing certificates do have characteristics similar to
bonds. Many offer a fixed payment, some offer a variable annual payment.

For the past year, the DZ BANK has offered guidance in this complex investment sector with
its profit-sharing index. Information on this performance index (security code 720 078) can
be found on the Reuters page DZSUBO1 and on Datastream under DGGESIX. The list below
displays the current GESIX titles. All issues are investment grade and are exchange listed.
Each has an issue volume of at least Euro 40 mio.

Seite Zvon 4
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Current expectations for the direction of interest rates make profit-sharing certificates with
variable interest especially appealing. In the table below, yield pickup is shown as discount
margin.
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Profit-sharing certificates display special characteristics that make it difficult to compare
them with bonds, and these characteristics should be mentioned here. Accrued interest is
included in the calculation of a fair value, or market price, of profit-sharing certificates, but
this accrued interest cannot be separated from the market price, as is done with fixed-
income securities. At a particular point in time, often the day after the annual general
meeting, the dividend payment for the past business year is paid out and the price of the
security falls by this paid-out amount.

The annual dividend payment from these securities, however, may not lead to a loss for the
company’s past fiscal year. Should it do so, the payment will be reduced or canceled
altogether - at least preliminarily. Many issuers are required by their original statutes of
issue to pay reduced or canceled dividends in arrears during the remaining life of the
security. Nevertheless, buying the yield pickup embedded in these securities is not the only

http://www.essenhyp.com/investors/heads.cfat.17_11_03.html
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important consideration. As with corporate bonds, a continuous monitoring of the issuing
company is indispensable.

Profit-sharing certificates offer interesting opportunities for investors who are taxed in
Germany. If individual tax exemptions are exhausted, the dividend payment is subject to
investment income tax of 25% plus the solidarity tax. The tax on accrued interest
(Zwischengewinnbesteuerung) does not apply. Investors who purchase these certificates
after the dividend payment has been made and hold them for approximately 23 months can
keep the dividend payment that falls within this time period without paying capital gains tax
and investment income tax on it.

In addition to individual profit-sharing certificates, funds of these securities and index
certificates are also available to investors.

Guest article by Bernd E. Pursteiner,
Head of Portfolio Management,

DZ CAPITAL MANAGEMENT GmbH,
November 2003

If you have any comments or questions, please contact:
Bernd E. Pursteiner

Tel:. +49 69 74 47 64 98
E-Mail: bernd.pursteiner@dzcapitat.de
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Investor relations -> Roadshows Germany

Investor relations

Roadshows

The entry of the Jumbo into the international capital markets gave the German
mortgage banks the opportunity of winning new investors for the German Pfandbrief at
an international level. Essen Hyp reacted promptly and focussed its internationally
targeted funding strategies on investors' needs.

Since its first international roadshow in October 1997 which went from London, via Asia,
to the United States, Essen Hyp has been presenting itself and its products on a regular
basis to international investors in all important financial and commercial centers of the
world.

We will continue to commit ourselves to the task of intensifying our close contact with
national and international investors.

Our latest roadshow presentation "Economic and Interest Rate Qutlook™
is available for download here.

During the roadshows investors have been asking many questions on, for example, the
German legal system, the distinction between the German Pfandbrief and other
products, the quality of our cover fund, etc. Information on these and other related
issues can be found in our Glossary.
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Investor relations

Corporate Governance Code of Hypothekenbank in Essen AG

The German Corporate Governance Code Commission set up by the German
government, presented the German Corporate Governance Code on February 26, 2002.
This Code of best practice describes key statutory provisions for the management and
supervision of German listed companies and embodies internationally and nationally
recognized standards for good and responsible governance. It is intended to make the
German system of corporate governance transparent and understandable, and also to
promote the trust of international and national investors, customers, employees and the
general public in the management and supervision of listed companies.

The shares of Essen Hyp are not listed on a stock exchange. This is why certain legal
requirements and stipulations set out in the German Corporate Governance Code, which

are applicable to German listed companies, are not relevant to Essen Hyp

Nevertheless, and in view of maximum transparency, Essen Hyp expressly welcomes and
supports the German Corporate Governance Code and the goals and objectives it
pursues. The Corporate Governance Code of Essen Hyp complies with most of the
requirements set out in the German Corporate Governance Code. Given that Essen Hyp's
shares are not listed on a stock exchange and that the bank is thus not in a position to
satisfy those requirements of the Code that are mandatory for listed companies, the
bank does not expressly state which recommendations of the Corporate Governance
Code are not complied with for this reason.

> Declaration of Compliance with the German Corporate Governance Code (PDF)
> Corporate Governance Code of Hypothekenbank in Essen Aktiengesellschaft (POF)
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Business progress of Hypothekenbank in Essen AG

10 Successful Years in Retrospect

Sfa‘iﬁié"b?f;ﬁc?;) 1987 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

Claims outstanding:

Mortgage ioans 108 1,331 1,295 1,386 1,565 1,715 1,827 1,841 2,271 3,003 4,290
Public-sector loans 603 7,409 8,282 13,505 21,675 29,389 35,873 39,810 36,097 36,841 35,870
Bonds and notes **) 31 589 976 2,142 1,022 2,689 5,918 10,701 16,493 24,349 24,286
Other claims 0 460 491 174 461 672 888 1,591 2,415 2,703 4,035
Bonds and notes issued:

Mortgage Pfandbriefe 39 917 869 977 1,176 1,219 1,087 1,078 1,272 1,305 1,884
Public-sector Pfandbriefe 819 8,007 8,960 14,160 21,438 30,077 38,684 48,379 47,015 54,519 50,738
Other bonds and notes / other

liabilities 0 1,103 1,316 2,031 2,192 3,418 4,872 5,281 9,170 12,182 16,855
New lending commitments:

Mortgage loans 135 289 166 329 427 266 415 574 1,216 1,366 1,627
Public-sector loans 875 2,492 2,735 8,719 10,124 14,238 14,856 16,706 13,714 5,297 4,235
Bonds and notes**) 31 177 438 1,547 1,306 2,907 4,518 6,771 12,494 16,632 12,420

Capital and reserves:
Subscribed capital and

reserves ) 41 141 157 260 265 311 377 454 426 554 554
Profit-sharing capital 0 31 36 54 54 129 187 243 255 279 284
Subordinated liabilities ¢} 33 33 130 130 155 189 244 244 298 297
Balance-sheet totai: 1,103 10,336 11,441 17,734 25,393 35,471 45,596 55,905 58,771 69,553 70,979
Net Interest and commission

income: 5.0 35.9 48.9 74.3 98.9 125.8 1499 168.6 161.2 170.9 1875
General operating expenses:

Personnel expenses 0.8 4.5 5.0 6.2 6.9 8.4 8.0 9.3 9.8 10.6 10.8
Other administrative expenses 0.7 2.4 2.6 3.7 4.6 5.9 7.1 8.2 8.9 9.5 9.4

Depreciation on and value
adjustments to intangible and

fixed assets 0.1 3.4 1.9 3.3 2.2 1.6 1.5 3.2 3.5 3.4 3.0
Operating resuit: 5.1 363 239 420 555 78.4 105.7 120.2 98.5 108.1 1123
Net income for the year: 3.1 173 13,1 205 269 38.7 53.0 648 667 723 76.2
Allocation to revenue

reserves: 3.1 5.1 0 5.1 5.1 153 25.6 33.2 0 0.0 0.0
Total distribution: 0.0 12,2 13.1 153 21.8 233 274 316 66.7 723 76.2

Notes:*) up to 1991 acc. to old accounting regulations
*%) Since April 1, 1998 securities of public and public-sector issuers can be taken into ordinary cover. Figures
without bonds issued by Hypothekenbank in Essen.
*xx) after deduction of unpaid capital subscriptions in 1993

© Hypothekenbank in Essen AG
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Invester relations
Financial Calendar 2004

Key Dates 2004

March 18, 2004 Annual General Meeting and (Supervisory Board) Meeting on
the 2003 Annual Accounts

March 19, 2004 Press Conference on the 2003 Annual Accounts and
publication of the German version of our 2003 Annual
Report

May 2004 Publication of the English version of our 2003 Annual Report

Mid-August 2004 Interim Report as of June 30, 2004

Mid-November 2004 Interim Report as of September 30, 2004
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Credit Research

Overview of updates

Subject

Public-sector loans

Breakdown of public-sector cover pool
by rating

by borrowers and regions

by countries

by risk weighting

derivatives serving as cover

Cover pool at market value

Development/ Stress scenario

Surplus cover

Breakdown of new lending commitments
by rating

by borrowers and regions

by countries

by risk weighting

Non-cover Loans

Breakdown of non-cover loans
by rating

by borrowers and regions

by countries

by risk weighting

Breakdown of new lending commitments
by rating

by borrowers and regions

by countries

by risk weighting

Investment of available funds

Mortgage Loans

Breakdown of mortgage portfolio

domestic loans by type of property, region and LTV
foreign loans by type of property, country and LTV
derivatives serving as cover

Cover pool at market value
Development/ Stress scenario

Surplus cover

Update period Last update

monthly
monthly
monthly
monthly
monthly

monthly

monthly

monthly
monthly
monthly
monthly

monthly
monthly
monthiy
monthly

monthly
monthly
monthly
monthly

monthly

quarterly

quarterly

monthly

monthly

monthly
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01.2004
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01.2004
01.2004
01.2004
01.2004

01.2004

12,2003

12,2003

01.2004

01.2004
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Credit Research: Overview Updates

Breakdown of non-cover loans
Loans with a LTV > 60%

Breakdown of new lending commitments

domaestic loans by type of property,
region and LTV

foreign loans by type of property,
country and LTV

Derivatives

Counterparty ratings

Yield curve distribution

Risk Management
Value-at-risk
Worst-case scenario
Interest rate risk
Grundsatz 1
Grundsatz II

monthly

quarterly

quarterly

monthly
monthly

monthly
monthly
monthly
monthly
monthly

01.2004

12.2003

12.2003

01.2004
01.2004

01.2004
01.2004
01.2004
01.2004
01.2004
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Public-sector loans

Breakdown of cover pool by rating

S & P/ Moody's / Fitch 31.01.2004

Should the rating agencies come to different rating resuits, the worst rating is taken
into account.

by rating in Euro m in %
AAA / Aaa / AAA 15,751 30.74
AA+ / Aal / AA+ 3,554 6.93
AA [/ Aa2 / AA 12,012 23.43
AA- / Aa3 [ AA- 7,961 15.53
A+ /Al [ A+ 1,016 1.98
A/ A2/ A 918 1.79
A-/ A3/ A- 834 1.63
BBB+ / Baal / BBB+ 262 0.51
BBB / Baa2 / BBB 32 0.06
Without rating = 8,920 17.40
Total 51,260 100.00
* - Without rating in Fnuro in %
Public-sector banks and saving banks 3,919 7.65

Cities, municipalities, profit organizations and loans guaranteed by

municipal authorities 4,267  8.32
Loans within the EU (Public-sector banks, EU member states, regional

governments, cities and municipalities). Loans guaranteed by EU 663 1.29
member states and EU institutions.

Others 71 0.14
Total 8,920 17.40

© Hypothekenbank in Essen AG
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Public~-sector {oans

Breakdown of cover pool by rating

S & P/ Moody's / Fitch 31.01.2004

Should the rating agencies come to different rating results, the worst rating is taken
into account.

by rating in Euro m in %
AAA [/ Aaa [/ AAA 15,751 30.74
AA+ / Aal / AA+ 3,554 6.93
AA / Aa2 / AA 12,012 23.43
AA- [/ Aa3 [/ AA- 7,961 15.53
A+ /Al / A+ 1,016 1.98
AJ A2/ A 918 1.79
A-/ A3/ A- 834 1.63
BBB+ / Baal / BBB+ 262 0.51
BBB / Baa2 / BBB 32 0.06
Without rating * 8,920 17.40
Total 51,260 100.00
% - Without rating in fn“m in %

Public-sector banks and saving banks 3,919 7.65
Citie_s,_ municipali.ti'es, profit organizations and loans guaranteed by 4.267 8.32
municipal authorities '

Loans within the EU (Public-sector banks, EU member states, regional

governments, cities and municipalities). Loans guaranteed by EU 663 1.29
member states and EU institutions.

Others 71 0.14
Total 8,920 17.40
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Public-sector loans

Breakdown of cover pool by borrowers and regions

Cover fund total: Euro 51,260 m

Information as permitted
by banking confidentiality. 331.01.2004

Please click on the different parts of the pie chart for further information.

Cities, municipalities,
non-profit

L organizations and
loans guaranteed by
i} municipal authorities

Foreign Loans X;*" 12.77%

45.75%

Federal Government's
Special Fund

‘\\_ﬂ_,,//

.

in Euro
m

by borrowers in %

Federal Government of Germany, Federal Goverment's special fund
and "Laender” (individua! German Federal States)

Public-sector banks and saving banks 16,793 32.76

23,448 45.75

Cities, municipalities, non-profit organizations and loans guaranteed

by municipal authorities 4,472 8.72
Foreign Loans 6,547 12.77
Total 51,260 100.00

© Hypothekenbank in Essen AG
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Pubtic-sector loans

Breakdown of cover pool by borrowers and regions

Cover fund tetal: Curo 51,260 m

Information as permitted

by banking confidentiality. 31.01.2004
Federal Government of Germany, Federal Goverment's special fund and in Euro
"Laender" (individual German Federal States) m
Federal Government of Germany 3,292
Federal Government's Special Fund 1,202
Laender (individual German Federal States) 18,954
Total 23,448

© Hypothekenbank in Essen AG

Back | Search | Glossary |  German Website | Print ! Sitemap

Seite 1 von 1




Public-sector loans Breakdown of cover pool by borrowers and regions Seite 1 von 1

Public-secter loans

Breakdown of cover pool by borrowers and regions

Cover fund total: Eure 51,260 m

Information as permitted

by banking confidentiality. 31.01.2004
Public-sector banks and savings banks in Eurom

Public-sector banks 12,564
Savings banks in in Eurom

Baden-Wuerttemberg 788
Bavaria 89
Bremen 10
Hamburg 20
Hesse 53
Lower Saxony 436
North Rhine-Westphalia 2,369
Rhineland-Palatinate 0
Saarland 15
Schleswig-Holstein 416
Mortgage loans guaranteed by the public-sector 33
Total 16,793

© Hypothekenbank in Essen AG
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Public-sector loans

Breakdown of cover pool by borrowers and ragions

Covar fund tetal: Buro 51,260 m

Information as permitted

by banking confidentiality. 392.0%.2004
|Cities, municipalities, non.—proﬁt organigatipnsand in Euro m
oans guaranteed by municipal authorities in
Baden-Wuerttemberg 240
Bavaria 374
Berlin 8
Brandenburg 9
Bremen 132
Hamburg 325
Hesse 215
Lower Saxony 683
Mecklenburg-Western Pomerania 36
North Rhine-Westphalia 1,744
Rhineland-Palatinate 171
Saariand 108
Saxony 2
Saxony-Anhalt 1
Schleswig-Holstein 416
Thuringia 8
Total 4,472
© Hypothekenbank in Essen AG
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Public-sector loans

Breakdown of cover pool by borrowers and regions

Cover fund total: Euro 51,260 m

Information as permitted

by banking confidentiality. 31.01.2004
Loans within EU in Euro m
Public-sector banks in EU member states 866
EU member states 1,541
EU regional governments 1,163
EU member states, cities and municipalities 36
Loans guaranteed by EU member states 821
EU institutions 127
Subtotal 4,554
Other Foreign Loans in Eurom
Public-sector banks 310
States 953
Regional governments 544
cities and municipalities 6
Loans guaranteed by foreign states 180
Subtotal 1,993
Total 6,547

© Hypothekenbank in Essen AG
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Public-sector loans

Breakdown of cover pool by countries

31.01.2004
by countries in Euro m in %
Austria 888 1.73
Belgium 300 0.59
Canada 405 0.79
EU Institutions 127 0.25
Finland 51 0.10
France 510 0.99
Germany 44,712 87.22
Great Britain 26 0.05
Greece 450 0.88
Hungary 598 1.17
Iceland 65 0.13
Italy 852 1.66
Poland 263 0.51
Portugal 195 0.38
Slovakia 32 0.06
Spain 905 1.77
Sweden 112 0.22
Switzerland 225 0.44
The Netherlands 8 0.02
The United States* 103 0.20
Other 433 0.84
Total 51,260 100.00

© Hypothekenbank in Essen AG
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Public-sector loans

Breakdown of cover pool by risk weighting

31.01.2004
Risk weighting in Euro m in %
0% 31,682 61.80
10% 7,420 14.48
20% 12,158 23.72
100% 0 0.00
Total 51,260 100.00
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Public-sector loans

Public-sector cover pooi - Derivatives serving as cover

Payables and receivables from derivative transactions which have been included in our

cover pools in order to hedge foreigh currency positions serving as cover.

in Euro m
Date pervatiees Dermatives.

31/01/2004 111.52 -0.43
31/12/2003 111.52 -0.79
30/11/2003 111.52 -1.61
31/10/2003 111.52 -1.44
30/09/2003 111.52 -2.24
31/08/2003 111.52 -2.40
31/07/2003 111.52 -1.74
30/06/2003 111.52 -1.34
31/05/2003 111.52 -3.13
30/04/2003 111.52 -4.37
31/03/2003 111.52 -7.23
28/02/2002 111.52 -8.22
31/01/2003 111.52 -7.86
31/12/2002 111.52 -8.94
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Public-sector loans

Breakdown of cover pool
Surplus cover

all amounts in Euro m

Date Public-sector Cover  Surplus in % Bonds and in % Total
Pfandbriefe cover loans not yet in %
outstanding serving

as cover *

31/01/2004 50,215.02 51,259.87 1,044.85 2.1 115.20 0.2 2.3

31/12/2003 50,182.81 50,821.11 638.30 1.3 256.37 0.5 1.8

30/11/2003 50,378.42 51,173.12 794,70 1.6 411.84 0.8 2.4

31/10/2003 50,151.37 50,693.46 542.09 1.1 475.60 0.9 2.0

30/09/2003 50,787.81 51,390.95 603.14 1.2 355.70 0.7 1.9

31/08/2003 48,592.09 49,452.45 860.36 1.8 302.30 0.6 2.4

31/07/2003 48,349.97 48,897.85 547.88 1.1 141.44 0.3 1.4

30/06/2003 47,607.68 48,259.63 65195 1.4 465.20 1.0 2.4

31/05/2003 48,486.93 48,851.54 364.61 0.8 267.40 0.6 1.4

30/04/2003 48,701.46 49,141.17 439.71 0.9 142,90 0.3 1.2

31/03/2003 48,786.06 49,884.93 1,098.87 2.3 188.40 0.4 2.7

28/02/2003 48,817.68 50,043.07 1,225.39 2.5 215.30 0.4 3.0

31/01/2003 49,152.92 50,365.79 1,212,87 2.5 219.00 0.4 2.8

31/12/2002 49,353.27 50,477.31 1,124,044 2.3 105.60 0.2 2.5

* For technical reasons (e.g. due to the absence of certificates).
These bonds and loans are usuaily included in the cover poo!l within a few weeks.
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Public-sector loans - Breakdown of new lending commitmonts

by rating

S & P/ Moody's / Fitch 31.01.2004

Should the rating agencies come to different rating results, the worst rating is taken
into account.

by rating in Euro m in %
AAA / Aaa / AAA 83 7.20
AA / Aa2 / AA 605 52.48
AA- / Aa3 [/ AA- 121 10.49
A+ /AL [ A+ 174 15.09
A/ A2/ A 8 0.69
Without rating = 162 14.05
Total 1,153 100.00
* - Without rating in ﬁ_l'"o in %

Public-sector banks and saving banks 155 13.44

Cities, municipalities, profit organizations and loans guaranteed by
municipal authorities

Total 162 14.05

7 0.61
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Public-sector loans - Breakdown of new lending commitments

Public-sector loans - Breakdewn of new lending sommltmants

by borrowers and regions

Information as permitted

by banking confidentiality. 31.0%.2006

Please click on the different parts of the pie chart for further information.

Loans within the EU
7/ 1B8.65%

n}
\ 56.03% 0.60%

\\ Federal Government's

\Special Fund

/ non-profit

in Euro

Public-sector banks,
Private banks and
saving banks

Cities, municipalities,

organizations and
loans guaranteed by
municipal authorities

by borrowers m in %
Federal Government of Germany, Federal Goverment's special fund 646 56.03
and "Laender" (individual German Federal States) ’
Public-sector banks and saving banks 285 24.72
Cities, municipalities, non-profit organizations and loans guaranteed 7 0.60
by municipal authorities )
Foreign Loans 215  18.65
Total 1,153 100.00
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Public-sector loans - Breakdown of new lending commitments

Public-sector loans - Breakdown of new lending commitmaonts

by borrowers and regions

Information as permitted

by banking confidentiality. 31.031,2004
Federal Government of Germany, Federal Goverment's special fund and in Euro
"Laender” (individual German Federal States) m

Federal Government of Germany 20
Federal Government's Special Fund 0
Laender (individual German Federal States) 626
Total 646
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Public-sector loans - Breakdown of now lending commitments

by borrowers and regions

Information as permitted

by banking confidentiality. 31.02.2004
Public-sector banks, Private banks and savings banks in Eurom
Public-sector banks and Private banks 190
Savings banks in in Eurom
Baden-Wuerttemberg 10
Bavaria
Hesse
Lower Saxony
North Rhine-Westphalia : 50

35

Schleswig-Holstein
Total 285
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Public-sector loans -~ Breakdown of new lending commitments

by borrowers and regions

Information as permitted
by banking confidentiality. 33.01,2004

Cities, municipalities, non-profit organizations and
loans guaranteed by municipal authorities in

in Euro m
Baden-Wuerttemberg

Bavaria

Berlin

Brandenburg

Bremen

Hamburg

Hesse

Lower Saxony
Mecklenburg-Western Pomerania
North Rhine-Westphalia
Rhineland-Palatinate

Saarland

Saxony

Saxony-Anhait
Schieswig-Holstein

Thuringia

Total

N O O OO0 0 0O N O O O 0O o0 o0 o o o
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Public-sector loans - Breakdown of new lending commitrnonts

by borrowers and regions

Information as permitted

by banking confidentiality. 31.02,2004
Loans within EU in Euro m

Public-sector banks in EU member states 10
EU member states 0
EU regional governments 0
EU member states, cities and municipalities 0
Loans guaranteed by EU member states 0
EU institutions 0
Subtotal 10
Other Foreign Loans in Euro m

States 8
Regional governments 82
Foreign member states, cities and municipalities 23
Loans guaranteed by foreign states 92
Subtotal 205
Total 215

© Hypothekenbank in Essen AG
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Public-sector loans - Breakdown of new [lending commitments

by countries

31.01.2004

by countries in Euro m in %
Austria 10 0.87
Canada 86 7.46
Germany 938 81.35
Iceland 88 7.63
The United States* 31 2.69
Total 1,153 100.00
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Public-sector lcans - Breakdown of new lending commitmants
by risk weighting

31..01.2004
Risk weighting in Euro m in %
0% 781 67.74
10% 0 0.00
20% 372 32.26
Total 1,153 100.00
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Credit Research

Risk Report

Risk monitoring systems

Hypothekenbank in Essen AG aims not only to protect its corporate value, but also to increase it within an
existing risk limitation framework. This requires us to continuously develop our organization and to optimize our
models and procedures so that we can identify, quantify and handle potential risks. This is the only way to
ensure their transparency and manageability. The information which we receive from our comprehensive risk
management system not only forms the basis for our strategic decisions but also enables us to recognize new
opportunities.

Whereas, on the one hand, the management of Hypothekenbank in Essen AG must ensure a responsible strategy
that focuses on creating added value, it must also install effective control mechanisms.

The business activities of mortgage banks as specialist banks are subject to certain iegal constraints set out in
the German Mortgage Bank Act (HBG) and relative communiqués issued by the Federal Financial Supervisory
Authority (BaFin). Compliance with these regulations, as well as the obligation to meet the ever increasing
requirements of market participants, necessitates the efficient handling of risks and are, as such, characteristic
of a modern mortgage bank’s image. Due to the far-reaching internationalization, market transparency and
product diversity, business transactions have become ever more demanding and complex. In this context not
only market, liquidity, credit and counterparty risks but also operational risks are of major importance.

Essen Hyp defines the term ‘risk’ as a possible loss resulting from unexpected changes, which might lead to
adverse deviations from the bank’s projected asset development and its financial and earnings performance.
Appropriate forecast periods have been assumed for each type of risk.

® Market risks hold the danger of losses resulting from adverse changes in prices or price-influencing
parameters. Here, interest rate risks are by far the most important risk category for Essen Hyp.
Establishing the total of possible overnight losses constitutes the main aspect of our risk analysis.
Currency risks are ruled out by specific hedging transactions.

® |iquidity risks hold the danger that, in the case of illiquid markets, contractua! payment obligations
cannot be met in a timely manner or even at all, or that due to market disturbances or an insufficient
market depth, deals either cannot be wound up, or if so only with losses.

® Credit and counterparty risks consist of the partial or total failure of any of our business partners to fulfill
their obligations under a legally binding contract.

® 1In accordance with the Basel Consultation Paper (Basel II), Essen Hyp defines operational risks as the
danger of iosses resuiting from inadequacies or failures of internal procedures, staff, technology or
external procedures. Legal risks resulting from the legal framework, legal actions or contracts are also
included in our understanding of operational risks.

Risk management under two different accounting standards. So far Hypothekenbank in Essen AG has
prepared its annual accounts and financial statements in accordance with the provisions of the German
Commercial Code (HGB). However, given that the consolidated accounts of the Commerzbank AG are now being
compiled in accordance with the International Accounting Standards (IAS), Essen Hyp was required to introduce
IAS as an additional accounting system. As a non-trading-book institution, Essen Hyp primarily manages its
interest rate positions at a macro level. However, risk management under IAS focuses much more on market
values. Thus, loans not originated by the bank and derivatives that do not pertain to any micro-hedge
relationship are reported at market value. Whether or not changes in the market value affect the bank’s net
income depends on their classification on the balance sheet. Due to this partial reporting at market value we
wars reauired to split our interest rate book into different portfolios for corporate management purposes. This
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this new portfolio structure, we have begun to measure our performance under IAS on a daily basis. Essen Hyp
has thus created a suitable framework for simulating the potential effects of asset and liability management
measures on our [AS results.

Management of market and liquidity risks

Management of interest rate, Treasury Department
liguidity and currency risks Corporate Management Department

Risk measurement and reporting, development of Controlling Department
uniform methods
and procedures

Monitoring of the fair market value of concluded ‘Market Conformity Checking’ Department
transactions
and compliance with credit limits

Management of credit and counterparty risks

Public-sector borrowers and credit institutions
governed by private law
Retail customers (mortgage loans) Property Financing Department, Notifying and Credit

Research Department

Credit quality research Credit Research Division within the Notifying and Credit
{public-sector lending) Research Department

Credit quality research Praperty Financing Department,
(mortgage lending) Notifying and Credit Research Department

Monitoring of compliance with *Market Conformity Checking’ Department, Notifying
credit limits and Credit Research Department

Non-performing mortgage loans Mortgage Lending Risk Management Department, Legal
Department, Foreclosure Department

Treasury Department

Proposals for an appropriate risk provision with regard Property Financing Department,
to Mortgage Lending Risk Management Department,
non-performing mortgage loans Foreclosure Department

Management of operational risks
Introduction of new products ‘New products’ Group

Legal risks Legal Department; as necessary
external ilawyers

Modification of the legal framework Project team comprising empioyees
from the organizational units concerned

Human resources Personnel Department

Structural and procedural organization Organization Department together
with the organizational unit(s) concerned

Data processing risks EDP/IT Department
Equipment and infrastructure Organization Department
Internal controlling Internal Audit Department

Risk management structure - Tasks and responsibilities, The risk management policies of Essen Hyp have
been decided by the Board of Managing Directors within the framework of the targets set out by the Group.
These policies form the basis of our bank’s risk management and control system.

The following table shows the allocation of the most important tasks relating to risk control and risk
management to the responsible organizational units.

Risk acceptance. In the period under review the acceptance of risks was the responsibility of the departments

dealing with customers and products. It is their task to identify, evaluate and actively manage risk positions as it

is only the operational units that are in close proximity to the markets, and so in a position for the timely
Toh==iien ~fvicle and far taking suitable measures to counter them. In the course of 2003, our current
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(MaK).

Risk monitoring

Market risks = Value at risk (VaR), The data required for risk measurement is taken from the gap report, which
is updated by the Controlling Department on a daily basis and which indicates the mismatches per quarter. The
risks deriving from gap positions in the case of interest rate fluctuations, are measured and quantified on mark-
to-market key figures. The arbitrage-free zero-coupon discount factors used for this purpose are calculated on a
daily basis. These calculations are made on the basis of a yield curve composed of the current public-sector
Pfandbrief yields and interest swap rates. With the help of these discount factors, the accruing cash flows from
interest and principal payments are discounted and summarized into a key figure.

As a next step the unchanged cash flows are discounted by new discount factors, calculated from a simulated
market price change and a holding period of one business day. This simulation is carried out by applying the
historical yields of the past 255 trading days. The calculated 254 market scenarios form the basis for the
respective revaluation of the current portfolio and the calculation of the differences between the individual market
values.

The corresponding maximum change in the interest rate book’s value is then caiculated on the basis of a
confidence ievel of 97.5%. The VaR of the entire interest rate book describes the bank’s aggregate market risk.

The efficlency and practical relevance of this method is permanently monitored with the help of back-testing
procedures, i.e. the projected VaR is compared to the actual market value changes on a daily basis. Any outliers,
i.e. market value changes outside the forecast interval, are identified by using a one-sided confidence interval,
which covers both positive and negative changes in value. In 2002, we observed four outliers when assuming 2
97.5% confidence level and one outlier when assuming a 99% confidence level.

In order to limit losses exceeding the confidence level of 97.5%, another upper limit for losses has been fixed,
taking into account worst case scenarios. The potential for such losses is also calculated daily.

The worst case scenario is set up in such a way that the maximal overnight changes in interest rates for each key
point on the yield curve are determined on a stand-alone basis and for a period of 10 years. These uncorrelated
figures are then applied to the current yield curve by means of a yield curve shift.

The Board of Managing Directors, in co-operation with the Supervisory Board, fixes limits for the vaR, as well as
for worst case scenarios. These limits have to be complied with at all times.

The VaR utilization of the authorized limit came to 57.3% as of December 31, 2002 and to 69% on an annual
average. The utilization of the limit for worst case scenarios stood at 63.4% on the balance sheet date, while the
annual average was 56.4%.

In addition to this, simulations of stress test scenarios are carried out in order to be in a position to better assess
and limit possible losses arising from extreme market shifts, which are generally not appropriately represented by
VaR models. Thus stress testing represents a suitable complement to the VaR analyses which use historical
simulation.

Apart from the calculation of the VaR and the possibilities for simulations based upon user-defined parameters,
the underlying portfolio can be adjusted by simulating the impact of changed interest rate curves, as well as the

effects of planned new lending operations close to their point in time.

For its VaR, market value and interest rate risk calculations, Essen Hyp uses the well-established ATLAS software
(formerly INTAS Arena), as well as other evaluation tools developed within the bank.

Value at risk on a daily basis and on an annual average of the authorized limit in 2002 in %
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‘Traffic light system’. Pursuant to the requirements set out by the Federal Financial Supervisory Authority
(BaFin), Essen Hyp also calculates the potential market value loss of the whole portfolio in the case of a general
interest rate increase of 1 basis point and 100 basis points from one business day to another. These caiculations
are carried out for ail maturities, taking into account certain predefined breakpoints (the so-called ‘traffic light
system’). This basis point value, calculated with the help of the key rate method, may, in the case of an interest
rate increase of 100 basis points, not exceed a certain limit in proportion to the liable capital as defined in Section
10 of the German Banking Act (KWG). This limit is fixed by the BaFin.

These figures are calculated on a daily basis. In 2002 the average limit utilization within this ‘traffic light system’
came to 15.05%, while, on the balance sheet date, it stood at 17.97%. We not only report this data to the rating
agencies Moody’s, Standard & Poor’s and FitchRatings, but aiso publish it on our website in an aggregate form
and on a regular basis in order to provide investors with an insight into the fevel of interest rate risk incurred by
the bank.

Internal reporting. The Board of Managing Directors, as well as the Head of Treasury and the Head of Corporate
Management, are provided with information on the development of the gap report’s market value, the VaR level,
the utilization of the different risk limits and the level of interest rate risk calculated with the help of the ‘traffic
light system’ on a daily basis. Moreover, the market vaiues of our public-sector and mortgage Pfandbriefe and
their respective cover pools, as well as the changes in value under predefined stress scenarios, are calculated and
reported.

Furthermore, the Head of Treasury reports on the bank’s short-term and long-term liquidity situation in the
course of the weekly meetings of the Board of Managing Directors.

As a part of our corporate management activities, our Asset Liability Committee (ALCO) meets on a weekly basis.
This Committee deals with and, within the scope of its competencies, decides on the bank’s interest rate position,
the development of key figures as regards earnings and risk exposure, and reporting requirements. The ALCO is
composed of the member of the Board of Managing Directors who is responsible for the Treasury Department (or
his deputy), the heads of all operational and back-office units, and the heads of the Risk Controlling and Research
Department. The Chairman of the Committee reports on the decisions and recommendations of the ALCO in the
course of the weekly Board meetings.

On a monthly basis the Board of Managing Directors receives a number of reports from the individual
departments and sections. For instance, the detailed report prepared by the Controlling Department, provides,
inter alia, information on the transactions effected in the previous month and the development of the market
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repurchase agreements. The monthly report prepared by the Accounting and Taxes Department provides
information on the development of the balance sheet and profit and loss account in accordance with the
provisions of both the German Commercial Code (HGB) and IAS. The monthly report submitted by the
Settlements Department includes, amongst other things, information on the structure of the bank’s loan
portfolios., The report from the Notifying and Credit Research Department shows the ratings of our borrowers,
including, if applicable, information on changes in the assessment of their credit quality.

Credit and counterparty risks

Public-sector loans and securities issued by other borrowers. With a percentage of 84.8% of the balance
sheet, public-sector loans and loans to credit institutions governed by private law and other borrowers constitute
the core business of Essen Hyp in accordance with the bank’s overall business strategy. As of December 31,
2002, the volume of this portfolio came to €60.2bn, including pro-rata interest of €1.5bn.

The high quality of our public-sector cover assets, amounting to €50.5bn as of December 31, 2002, is reflected
on the one hand by the low average risk weighting pursuant to the BIS standards and, on the other hand, by the
external ratings of the leading international rating agencies. Taking into account the BIS standards, 63.4% of
these assets are classified at a risk weighting of 0%, 12.2% at 10% and 24.4% at 20%. A breakdown of the loan
portfolio by rating reveals that 40.4% of the assets have been awarded a triple A, 34% a double A, 6.1% a
single A and 0.5% a triple B. Those assets which were not rated by an external rating agency, i.e. 19% of the
total loan volume, mainly include loans to credit institutions governed by public law (46.6%) and public-sector
bodies (46.4%), whose excellent credit quality was confirmed by our internal credit quality analysis.

The composition of our loan portfolio which is held in trust by a trustee in order to serve as cover for our public-
sector Pfandbriefe, can be seen on our website. This site is updated monthly and provides investors with
information on the structure and quality of our cover pool, while complying with banking secrecy provisions.

As a basic principle, an investment grade rating is the prerequisite for the granting of loans to foreign public-
sector bodies, as well as to credit institutions governed by private law and other borrowers. Our non-cover
transactions (excluding derivatives) with these counterparties amounted to €4.1bn as of December 31, 2002.
While 22.1% of these counterparties were rated double A, 68.1% were rated single A and 6.1% triple B. Loans
totaling fess than €0.2bn were not rated by an external rating agency. The breakdown of our non-cover assets
under different criteria is also published in detail on our website. These figures are updated periodically.
Hypothekenbank in Essen AG rigorously complies with the ‘gentlemen’s agreement’ concluded between the
member institutions of the Association of German Mortgage Banks (VDH) and the Federal Financial Supervisory
Authority (BaFin). This agreement stipulates that new commitments that are not eligible for cover may only be
entered into if the respective counterparty has a minimum rating of A-/A3 by an external rating agency or a
comparable internal rating.

The total volume of loans whose rating is downgraded to a level below the minimum rating of A-/A3 during their
term, is limited to one time the liable own capital as defined in Section 10 of the German Banking Act (KWG).

Ratings of our cover assets as of Dee 34, 2002

Standard & Poor’s / Moody ™ s / Fitch inE@m in %
AAA / Aaa / AAA 20,380 40.4
AA+ / Aal / AA+ 7,461 14.8
AA [/ Aa2 [ AA 6,746 13.4
AA- / Aa3 [ AA- 2,956 5.8
A+ /Al [ A+ 1,129 2.2
A/JA2/A 908 1.8
A-/ A3/ A- 1,070 2.1
BBB+ / Baal / BBB+ 212 0.4

BBB- / Baa3 / BBB- 50 0.1
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Total ' 50,477 100.0

Country risks. In order to co-ordinate all questions concerning country risks and to implement appropriate
measures, Essen Hyp makes use of the Commerzbank Group’s know-how. Risk limits are fixed on the basis of
internal and external credit quality assessments and in close co-operation with our supervisory bodies, also
taking into account the total credit exposure of the Commerzbank Group.

The bank granted loans totaling €0.3bn in the form of securities that are listed on European stock markets to EU
candidate countries. These securities have an average maturity of six and a maximum maturity of eight years.
Essen Hyp did not place any investments in emerging market countries.

Derivatives. Essen Hyp reduces counterparty risks by applying bilateral outline agreements with netting
arrangements. Again, as far as these agreements are concerned, uniform contractual regulations are in place
within the Group.

The structure of our derivative portfolio, broken down by counterparty rating, can be taken from the following
table (cf. also p. 74 of the Notes on the Bank’s Annual Accounts).

Counterparty ratings In € m/romalning time to maturity

Rating < 1year 1-5vyears > 5 vyears Total
Triple A 4,250 10,464 5,304 20,018
Doubie A 18,166 42,571 24,172 84,909
Single A 21,669 56,986 34,780 113,435
not rated 6,496 15,434 11,412 33,342
Total 50,581 125,455 75,668 251,704

To a certain extent, the portions of our non-rated counterparties relate to German subsidiaries of foreign credit
institutions with a good rating. In the table below we have notionally attributed the ratings of these foreign credit
institutions to the portions of the respective counterparties as an 'implicit rating’.

Implicit counterparty rotings in € m/romoining timo te maturity

Rating < 1 year 1-5vyears > 5 years Total
Double A 150 359 0 509
Single A 6,346 14,875 11,129 32,350
not rated 0 200 283 483
Total 6,496 15,434 11,412 33,342

Currently no interest rate derivatives for a collateralization at market value. The recently implemented 4th
Financial Market Promotion Act (Finanzmarktférderungsgesetz) and the related amendments to the German
Mortgage Bank Act (HBG) now permit the inclusion of derivatives in the cover pool.

The reason for this is that a match between the nominal value of the cover assets and the nominal value of the
outstanding Pfandbriefe, as is currently required by law, does not take into account changes in value resulting
from interest rate fluctuations. It is intended to eliminate these interest rate risks by stipulating that a match
between the market value of the cover assets and the market value of the Pfandbriefe outstanding is a
prerequisite for issuing Pfandbriefe.

Currency swaps, which have been entered into prior to the implementation of the 4th Financial Market Promotion
Act for the purpose of eliminating currency risks relating to foreign-currency loans in the cover pool, have been
included in our market-value cover pool at their market value of currently A-9m.
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considerable amount in its cover pool. The market value of our cover assets has aiways exceeded the market
value of our public-sector Pfandbriefe outstanding. The relevant reports are made available to the rating
agencies on a quarterly basis. In addition to this, market values and market value changes are published on our
website. Nevertheless, we entered into negotiations with our derivative counterparties in order to be able to
include derivatives in our cover poal with their consent should this turn out to be necessary. Any further steps to
be taken basically depend on the stress scenarios, which indirectly fix a legal overcollateralization of our cover
pools on the basis of current interest rates.

Risks relating to mortgage lending

The assessment of credit risks relating to mortgage lending is the responsibility of the Property Financing
Department, and, in particular, the Transaction Management Division. Further assistance is provided by a special
working group on risk management, and by our subsidiary, the Essen Hyp Immobilien GmbH.

The responsibilities and competencies with regard to the granting of loans are clearly and unambiguously defined
in an organizational manual, which is available to our staff in electronic form. As far as retail lending is
concerned, the bank makes use of an appropriate customer and property scoring system, which is also applied
when co-operating within the Group. With regard to loans that are not classified as retail loans, Essen Hyp not
only attaches particular importance to the borrower’s credit standing but, above all, to the valuation of the
property concerned, which is carried out by the certified valuers of our subsidiary Immobilien Expertise GmbH.
The sustainable income from the charged property must at all times exceed the interest and principal payments
due to our bank. Essen Hyp drew up specific guidelines for both domestic and international property financing,
which were approved by the Credit Committee of the Supervisory Board. These guidelines stipulate, amongst
other things, the minimum debt service cover (DSC) ratios, and they also include a list of property types which
are currently not eligible as security for mortgage loans or which can only be lent against if certain conditions are
met.

For the timely recognition of credit risks, we established an early warning system which enables us to plot latent
risks in a more efficient way, taking into account potential risk factors, such as interrupted performance, an
adverse development of the sector, risks of rent losses or an adverse marketinduced impact on the quality of the
property location. Furthermore, the processing of loans in default or other loans showing performance
interruptions (and thus bearing a certain risk potential) was optimized in 2002. As in the previous years, we
reassessed the risks inherent in the large-volume transactions in our loan portfolio, and especially those in the
East German Federal States. In this context a number of risk-reducing measures were taken, such as demanding
additional security, restructuring certain commitments, and, finally, ensuring an adequate provision for possible
loan losses in accordance with the strict standards of Hypothekenbank in Essen AG. Prior to each of its periodical
Committee meetings, the Credit Committee of the Supervisory Board is informed about the progress of non-
performing loans exceeding a certain amount and about the structure of our mortgage loan portfolia.

Internal ratings

The changes in the regulatory framework governing credit risks and their capitai backing as set out in the Basel
II requirements, as well as the provisions regarding loan administration procedures laid down in the minimum
requirements for lending operations (MaK), make great demands on all German banks. Against this background
Essen Hyp accelerated the development of suitable methods for the determination of the minimum capital
requirements and for risk measurement under the Internal Rating Based Approach (IRB) for both public-sector
and mortgage lending in 2002. This was done in close co-operation with our parent company, the Commerzbank
AG.

Furthermore, we participate in two projects on loss given default (LGD) grading and probability of default (PD)
rating which were initiated by the Association of German Mortgage Banks (VDH). These projects aim at
optimizing the elements which are required to achieve a PD rating that satisfies the Basel II requirements, and at
developing the related tools while taking into account the special characteristics of German mortgage banks.

The LGD project for mortgage lending operations focuses on a rating module which caiculates the loss ratio after
the realization of the security should the borrower default. This calculation takes into account general criteria
: rrrmrr - ek an tmabiknkiane  enirh ac the recoverv rate ar the duratian of the liauidatinn ac wall
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as individual parameters specific to each bank, such as recovery costs or the time prior to realization. Thanks to
this system each bank will be in a position to individually calculate the loss given default (LGD) for any mortgage
loan on the basis of the relevant loan security. At the end of the project the so-called *LGD calculator’ was
accomplished, which illustrates the calculation of the LGD. This tool will be fully integrated into our internal IT
system in 2003. As a result, we will be able to systematically calculate the LGD ~ and thus to internally measure
the loss in an event of default - in accordance with the advanced IRB approach.

The agreement on the PD project, in the framework of which Essen Hyp will co-operate with a number of other
mortgage banks and with the publishing house Bank-Verlag Kdin, is about to be concluded. Measuring the
‘probability of default’ shows the probability of default for any ioan allocated to one of the internal rating
categories. The time horizon applied is one year. These measurements will be effected by means of a specific
model which is meant to serve as a basis for statistical analyses and mathematical calculations. This model will
form the basis for the rating tool to be applied in future in accordance with the Basel II requirements reiating to
the extension of mortgage loans.

In order to ensure adequate PD ratings, the quantity and quality of the available data plays a key role. The
banks that are involved in the PD rating project have committed themselves to continuously providing suitable
data, which will form the basis for an adequate calibration and validation. In addition to this, Essen Hyp will
continue to develop PD ratings for any mortgage loan extended in close co-operation with the Commerzbank AG.

Provision for possible loan losses

Through the creation of individual and, in the case of latent credit risks, overall value adjustments, the
recognizable risks of the lending business are adequately taken into account. Until now there has been no need
for individual value adjustments or provisions in respect of our lending business with public-sector bodies or
entities governed by public iaw.

Based upon thorough anaiyses, our Property Financing Department continually makes assessments of any
necessary precautions in order to ensure the quality of the bank’s planning.

Liquidity risks

The bank’s liquidity management is the responsibility of the money dealing unit within our Treasury Department.
It is based upon the daily listing of all payment flows. In order to be in a position to assess the liquidity situation,
it is important that the assets relating to public-sector lending are extremely liquid so that they can be disposed
of or soid under agreements to repurchase at short notice, if this is required and within the scope of nominal
overcollateralization, in order to generate liquidity.

The bank calculates its liquidity risk by determining the ratio between the volume of mismatches taken from a
capital outflow account and the existing short-term funding limits, plus liquidity reserves. Our liquidity positions
are additionally managed pursuant to the Grundsatz II requirements relating to the adequacy of a credit
institution’s liquidity provision. Our bank’s liquidity ratio calculated according to Grundsatz II was 1.21 at the end
of the year (ratio required by law: 1.0).

Operational risks

In anticipation of the Basel II requirements concerning risk management and the monitoring of operational risks,
Essen Hyp categorized all relevant risks according to their causes as early as in 2001. As a result, our bank not
only meets the Basel! II criteria, but also complies with the risk categorization that is applied within the
Commerzbank Group as a whole.

Based upon this risk categorization, existing or potential risks in the individual departments and sections are
identified by means of a self assessment in which nearly all employees are required to participate.

The statements and analyses by the participants in this self assessment cover IT issues (i.e. impacts of system
failures, the quality of software administration, interface functionality, protection against wrong user input),
. © -t -wd ~raenrahanciveness of oraanizational directives comoetencies as reaards the
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(control mechanisms, protection of customer data and system and application files).

In June 2002 this self assessment was carried out for the second time. To be able to process the huge amount of
data collected we have developed a database which ailows us to adequately administer, historicize and analyze
the resulits.

In addition to this, Essen Hyp is involved in a Commerzbank Group project which focuses on the collection of
data relating to operational risk losses.

In view of the expected legal requirements concerning the standard approach and the advanced measurement
approach, it has become necessary to collect, historicize and analyze any losses incurred in a systematic way.
The aim is to quantify operational risks by calculating a value at risk figure.

Against this background Essen Hyp has recorded all losses exceeding €5,000 as from the beginning of 2002.
These losses are reported in a specific *Loss Collection Form’. We expect that in 2003 our bank will be integrated
in the Commerzbank's intranet-based ‘Loss Collection Tool’, which serves to collect and assess all losses incurred
within the Group, in 2003. Within Essen Hyp, the Board of Managing Directors receives a monthly report of all
operational losses incurred.

However, even before the introduction of the self assessments referred to above, Essen Hyp was concerned
about the issue of operational risks. In order to detect possible weak points, we have, for several years, been
analyzing the ‘classical” operational risks relating to the bank’s structural and procedural organization, EDP,
internal and external efectronic communication (intranet, internet, e-mail), availability of qualified staff,
adequate equipment and legal matters. With regard to certain specific issues, we seek external advice from
consultants and other specialists. For instance, external specialists have been tasked with analyzing and
validating the safety of our IT systems in regular intervals, e.g. in view of so-called ‘hacker attacks’.

Other pre-emptive measures in terms of gperational risks include the preparation and improvement of
contingency plans for all business units, as well as the setting up of our alternate headquarters at year-end
2002. To rule out potential EDP failures, the bank disposes of two separate central computer systems located in
different parts of Essen, one of which serves as a backup system, should the working system fail. Our alternate
headquarters referred to above are situated in the same premises as our back-up system, so that a continuation
of the bank’s key business activities is ensured for a transitional period should the bank’s headquarters be
destroyed or severely damaged.

Thus a trouble-free 24-hour data flow, without interruption of operations in an emergency, is ensured. In
addition to this, we continued our qualification program for employees in the operational units and in the back
office in 2002 by organizing certified seminars on job-specific as well as general issues. This aims, as far as
possible, to prevent errors that result from a lack of expertise.

Legal risks

Essen Hyp's Legal Department acts as an internal service provider for all legal matters. This includes providing
general and specific legal advice on contracts, outline agreements and agreements that are not standard
constructions, By integrating the Legal Department from the beginning, limitations of our scope of activity
resulting from existing legal frameworks can be quickly recognized. At the same time, we are in a position to
make use of the whole range of legally permissible options in an innovative way. Our Legal Department is aiso
involved in the processing of non-performing foans. If required, we additionaily seek external legal advice. When
dealing with mortgage and public-sector loans to foreign borrowers, we always make use of the services of
suitable international law firms.

The Legal Department regularly provides the Board of Managing Directors with information on the latest legal
developments and the relating risks or impact on our bank’s business activities.

Internal auditing

f-~==lmatk af Anir infernal monitoring cvstem
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The Internal Audit Department, which functions independently of all working procedures, has been tasked by the
Board of Managing Directors with controlling the existing structures and procedures in terms of the early
recognition of potential risks. The main focus is put on examining and evaluating the quality of the safety
measures and the prescribed internal controls integrated in the working procedures. Feedback about the
structuring and suitability of the bank’s risk management system is provided to the Board of Managing Directors
and to the individual departments and sections. Material findings by the Internal Audit Department are reported
to the Supervisory Board during the subsequent ordinary Supervisory Board meeting. During the first meeting in
every new financial year the Supervisory Board is informed about all important findings by the Internal Audit
Department, and aiso about the extent to which deficiencies observed in the past financial year have been
remedied.

The Internal Audit Department acts according to a long-term inspection plan, which is continually improved. This
plan also forms the basis for an annual inspection scheme agreed by the Board of Managing Directors and
submitted to the Chairman of the Supervisory Board for information purposes. The inspections stipulated in this
scheme cover all parts of the bank. Checks on correct working procedures and systems are carried out at fixed
time intervals. As far as specific risks and legal requirements {provisions relating to the German Money
Laundering Act (Geldwéaschegesetz)) are concerned, inspections are carried out at least once per year. The
inspection intervals are fixed in the long-term inspection scheme. This also ensures that each of the bank’s
working procedures is, as a matter of principle, inspected once every three years. In terms of a risk-oriented
inspection, the audit mainly focuses on the bank’s structura!l and procedural organization, risk management and
controiling mechanisms and the internal monitoring system for all working procedures within Essen Hyp.

The early recognition and limitation of ali currently measurable and qualifiable operational risks constitute the
main tasks of the Internal Audit Department. Our EDP Audit, which is integrated in the Internal Audit
Department, is primarily charged with ali issues relating to electronic data processing, such as the maintenance
of the safety and consistency of our electronic files by controliing the granting of licenses to access the system,
and by limiting the number of users.

The findings of each inspection are recarded in an audit report. These reports are made available to the relevant
departments, the Board of Managing Directors and the external auditors.

Future prospects

Due to regulatory as well as Group-internal requirements, the importance of risk management is set to further
increase in the future. The minimum requirements for trading activities (MaH) and the ~ new ~ minimum
requirements for lending operations (MaK), together with the Basel II requirements, play a key role in our risk
management activities, Equal importance is attached to the further development of our organizational structures
and procedures. In the coming years, the further development and sophistication of our risk management
system will, as before, focus on ensuring an adequate, e.g. transparent capital allocation for all existing,
recognizable and potential operational risks in the framework of the implementation of the recommendations of
the Basel Committee on Banking Supervision.
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Risk Management

Value at risk
Date Utilization in % Annual average utilization in
%

31/01/2004 76.7 64.5
31/12/2003 59.2 70.4
30/11/2003 69.8 70.4
31/10/2003 91.6 70.4
30/09/2003 85.3 70.4
31/08/2003 79.3 70.4
31/07/2003 45.0 70.4
30/06/2003 60.4 70.4
31/05/2003 67.3 70.4
30/04/2003 71.3 70.4
31/03/2003 73.9 70.4
28/02/2003 67.1 70.4
31/01/2003 67.1 70.4

© Hypothekenbank in Essen AG
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Risk Management

Worst case scenario

Date Utilization in % Annual average utilization in
%
31/01/2004 46.5 38.5
31/12/2003 42.1 54.0
30/11/2003 54.9 54.0
31/10/2003 58.5 54.0
30/09/2003 60.1 54.0
31/08/2003 54.4 54.0
31/07/2003 26.7 54.0
30/06/2003 40.7 54.0
31/05/2003 57.2 54.0
30/04/2003 57.3 54.0
31/03/2003 60.4 54.0
28/02/2003 63.2 54.0
31/01/2003 55.7 54.0

© Hypothekenbank in Essen AG
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Risk Management

Interest rate risk

Essen Hyp not only calculates the value at risk, but also, since the beginning of 2001,
the potential market value loss of the whole portfolio in the case of a general interest
rate rise of 1 basis point (bp) and 100 bp from one business day to another. These
calculations are executed for all maturities, taking into consideration certain predefined
breakpoints ("traffic light system"). Essen Hyp thus complies with the requirements set
out by the German Federal Financial Supervisory Authority (BAFin), which are binding on
all mortgage banks since April 1, 2001. This basis point value, calculated with the help of
the key rate method, may, in the case of an interest rate increase of 100bp, not exceed
a certain limit in proportion to the liable capital pursuant to Section 10 of the German
Banking Act (KWG). This limit is fixed by the German Federal Financial Supervisory
Authority (BAFin).

Date Average utilization
31/01/2004 06.63%
31/12/2003 10.59%
30/11/2003 12.64%
31/10/2003 14.99%
30/09/2003 14.36%
31/08/2003 13.05%
31/07/2003 12.08%
30/06/2003 13.06%
31/05/2003 14.31%
30/04/2003 12.78%
31/03/2003 13.11%
28/02/2003 17.14%
31/01/2003 17.68%
31/10/2002 16.75%
30/09/2002 14.56%
31/08/2002 12.79%
31/07/2002 11.84%
30/06/2002 15.98%
31/05/2002 16.93%
30/04/2002 15.73%
31/03/2002 12.77%
28/02/2002 15.28%
31/01/2002 13.69%
31/12/2001 14.27%
30/11/2001 16.60%

These figures are calculated daily and are reported to the BAFin monthly in arrears. Own
capital is charged at zero percent interest. The transaction that has the longest running
maturity is taken into consideration. Since April 2001 Essen Hyp also makes these
reports available to the rating agencies Moody's, Standard & Poor's and Fitch.

However, the coefficient calculated with the help of this method does not indicate to
what extent the liable capital is already exposed to other credit risks. Nonetheless, with
a total capital ratio of 12.1% (percentage required by law: 8%) and a core capital ratio
of 6.0% (percentage required by law: 4%) as of January 31, 2004, Essen Hyp has "free
capital" as a further security in addition to the limitation of interest rate risks in
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through value at risk calculations.
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Risk Management

Grundsatz I - overview

Pursuant to Sections 10 (1) and 10a (1) of the German Banking Act (KWG), Grundsatz I
establishes rules concerning the adequacy of a credit institution's equity capital. Pursuant
to Grundsatz I the ratio of the liable capital of an institution to its risk weighted assets
must not fall below 8% at the close of each business day (Tier 1I capital ratio), while the
ratio of the core capital of an institution to its risk weighted assets must not fall below
4% at the close of each business day (Tier I capital ratio).

Tier I Tier 11
Date Required by law Ratio Required by law Ratia
31/01/2004 4.0 6.0 8.0 12.1
31/12/2003 4.0 6.2 8.0 12.3
30/11/2003 4.0 6.1 8.0 12.1
31/10/2003 4.0 6.0 8.0 11.9
30/09/2003 4.0 6.1 8.0 12.1
31/08/2003 4.0 6.2 8.0 12.3
31/07/2003 4.0 6.2 8.0 12.2
30/06/2003 4.0 6.2 8.0 12.3
31/05/2003 4.0 6.3 8.0 12.2
30/04/2003 4.0 6.5 8.0 12.6
31/03/2003 4.0 6.5 8.0 12.7
28/02/2003 4.0 6.2 8.0 12.4
31/01/2003 4.0 6.1 8.0 12.2

© Hypothekenbank in Essen AG
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Risk Management
Grundsatz I

Grundsatz IT concerns the adequacy of a credit institution's liquidity provision. It is
required and sufficent that the liquid assets cover all actual and potential liquidity
outflows over the following twelve months. Since December 1, 2000 German mortgage
banks have to comply with Grundsatz II.

Date Ratio Required by law
31/01/2004 1.64 1.0
31/12/2003 1.21 1.0
30/11/2003 1.53 1.0
31/10/2003 1.65 1.0
30/09/2003 1.15 1.0
31/08/2003 1.45 1.0
31/07/2003 1.36 1.0
30/06/2003 1.35 1.0
31/05/2003 1.19 1.0
30/04/2003 1.16 1.0
31/03/2003 1.55 1.0
28/02/2003 1.28 1.0
31/01/2003 1.14 1.0

© Hypothekenbank in Essen AG
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Breakdown of nen-covar assats

by rating

S & P/Moody's/Fitch 31.0%,2004

Should the rating agencies come to different rating results, the worst rating is taken
into account.

by rating in Eurom in %
AAA / Aaa / AAA 9 0.21
AA+ / Aal / AA+ 10 0.24
AA / Aa2 / AA 18 0.43
AA- / Aa3 [ AA- 885 21.08
A+ /Al / A+ 849 20.22
AJA2/A 1,110 26.43
A-/ A3/ A- 980 23.34
BBB+ / Baal / BBB+ 139 3.31
BBB / Baa2 / BBB 0 0.00
BBB- /Baa3 /BBB- 49 1.17
BB+ / Bal / BB+ 0 0.00
BB- / Ba3 /BB- 0 0.00
Without rating * 150 3.57
Total 4,199 100.00

% - Without rating

in Euro m in %
National credit institutions 50 1.19
International credit institutions 0 0
Other (e.g. financial institutions) 100 2.38
Total 150 3.57

© Hypothekenbank in Essen AG
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Breakdown of non-cover assets

by borrowers

31.01.2004
by borrowers in Euro m in %
National credit institutions 1,585 37.75
Foreign Governments and municipalities 292 6.95
International credit institutions 1,968 46.87
Other foreign financial institutions (guaranteed by national or 335 2.98
international credit institutions) )
Others 19 0.45
Total 4,199 100.00

© Hypothekenbank in Essen AG
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Breakdown of non-cover assels

by countries

by countries

Germany

EU member states without Germany
The Netherlands

France

Austria

Great Britain

Italy

Irland

Portugal

Spain

Sweden

Total EU without Germany

Others
EU candidate countries
Total

in Eurom
1,595

903
336
429
155
231
10

9

21

0
2,094

218
292
4,199

31.0%.2004

in %
37.99

21.51
8.00
10.22
3.69
5.50
0.24
0.21
0.50
0.00
49,87

5.19
6.95
100.00
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Breakdown of non-cover assels

by risk weighting

91.03.2004

Risk weighting in Eurom in %
0% 118 2.81
10% 325 7.74
20% 3,345 79.66
100% 411 9.79
Total 4,199 100.00

© Hypothekenbank in Essen AG
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Non-cover loans - Breakdown of new lending commitments
by rating

S & P/Moody's/Fitch 31.01.2004

Should the rating agencies come to different rating results, the worst rating is taken
into account.

by rating in Euro m in %
AA+ [ Aal / AA+ 10 2.84
AA- / Aa3 / AA- 250 71.02
A/A2/A 92 26.14
Total 352 100.00

© Hypothekenbank in Essen AG
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Non-cover loans - Breakdown of new lending commitments

by borrowers

32.02.2004
by borrowers in Euro m in %
National credit institutions 100 28.41
Foreign Governments and municipalities o 0.00
International credit institutions 252 71.59
Other foreign financial institutions (guaranteed by national or 0 0.00
international credit institutions) )
Others 0 0.00
Total 352 100.00
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Non-cover loans - Breakdewn of new lending commitments

by countries

31.03.2004

by countries in Eurom in %
Germany 100 28.41
EU member states without Germany

Austria 12 3.41
Italy 150 42.61
Spain 90 25.57
Total EU without Germany 252 71,59
EU candidate countries 0 0.00
Others 0 0.00
Total 352 100.00
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Non-cover loans - Breakdown of new lending commitments

by risk weighting

31.01.2004
Risk weighting in Eurom in %
10% 100 28.41
20% 252 71.59
Total 352 100.00
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Investment of available funds

Quantitative and gualitative restrictions

Compliance with the self-restrictions regarding the total volume of securities held as
assets and rated below A- or A3

These self-restrictions, which form part of a “gentlemen’s agreement” between the
Association of German Mortgage Banks (VDH) and the Federal Financial Supervisory
Authority (BAFin), stipulate that any and all bonds and unit certificates that are acquired
pursuant to Sections 5(3)(3d) and 5(3)(5) of the German Mortgage Bank Act (HBG) on
the investment of available funds, must have a minimum rating of A3/A- by the rating
agencies Moody’s, Standard & Poor’s and/or Fitch Ratings. In the case of divergent
ratings, the worst rating applies. In addition to this, the total volume of bonds and unit
certificates acquired pursuant to Sections 5(3)(3d) and 5(3)(5) of the German Mortgage
Bank Act (HBG) whose rating is downgraded to a level below the minimum rating of
A3/A- during their term, is limited to one time the liable own capital of Essen Hyp.

Hypothekenbank in Essen AG hereby confirms that it complies with the agreed self-
restrictions regarding the investment of available funds.

in€m
Date Liable own capital Total velume of assets in %
rated below A3 or A-

31.01.2004 1,168 305.5 26.16
31.12.2003 1,168 355.5 30.44
30.11.2003 1,168 375.5 32.15
31.10.2003 1,168 444.0 38.01
30.09.2003 1,167 458.0 39.25
31.08.2003 1,157 462.0 39.93
31.07.2003 1,155 462.0 40.00
30.06.2003 1,155 509.0 44.07
31.05.2003 1,135 465.0 40.97
30.04.2003 1,135 458.5 40.40
31.03.2003 1,135 474.5 41.81
28.02.2003 1,108 476.0 42.96
31.01.2003 1,108 449.5 40.58
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Derivatives Counterparty ratings

Berivatives

Counterparty ratings

Nominal amount in Eure m/Remaining

time to maturity

Rating <=1
year

/T\”p'e 2,485.5

Double 15,172.0

A

single 55 4557

A

Not

rated 0

Total

in% 1-5 years
5.81 437.8
35.47 26,433.2
58.73 106,778.6
0 68.5

42,780.1 100.00 133,718.0 100.00

in% > 5 year

0.33 4,919.8

19.77 14,243.2
79.85 54,935.8

0.05 280.0

in %

6.61

19.15

73.86

0.38

31.01.2004
Total in %
7,843.0 3.13
55,848.3 22.26
186,837.0 74.47
348.5 0.14

74,378.8 100.00 250,876.9 100.00
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Investor relations

Ratings and Analyses

Ratings

pPfandbriefe
- public-sector
- mortgage

Long-term counterparty rating

Short-term counterparty
rating

Notes issued under the Debt
Issuance Program

- Senior Unsecured Debt

- Subordinated Debt

Commercial Paper Program

Rating Reports
> Standard & Poor's

S&pP

AAA
not rated

BBB+
(outiook stable)

A-2

BBB+
BBB

A-2

Moody's

Aal
Aaz2

A2
(outlook stable)

P-1

A2
A3

P-1

Rating analysis as of Aug 01, 2003

and ratings as of June 03, 2003.

> Moody's

March 07, 2003.

> Fitch Ratings

Fitch Ratings

AAA
not rated

A-
(outiook stable)

F2

not rated
not rated

not rated

Rating analysis as of June 2002 and rating confirmation as of

Extract; the complete report can be obtained from Fitch.

(Acrobat Reader required. Download Acrobat Reader ®)
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Code of Conduct

Code of Conduct
Qutline

In co-operation with its member institutions, the Association of German Mortgage Banks
(VDH) has established a code of conduct for the issuers of Jumbo Pfandbriefe.

This Code of Conduct contains (a) rules of conduct and (b) disclosure requirements, with
which the mortgage banks will voluntarily comply:

a. The rules of conduct nos. 1) to 3), which apply to the issuers of Jumbo
Pfandbriefe, stipulate that

® new issues and increases are to be announced duly in advance in order to
make sure that there is sufficient time for the book-building process;

B new issues and increases are to be marked to the market at all times;

¥ 3s a rule, increases are to be faunched by the laid down minimum number
of market makers.

b. The rule of conduct no. 4) lays down minimum standards on the information to be
disclosed. This will ailow investors to evaluate the quality of cover assets, The
information, which should be updated at least quarterly, is to be published in
suitable electronic media.

Since mid-2001 Essen Hyp has been publishing detailed information about its
cover pools, derivatives and interest rate risks. This information has been
complemented by further details in accordance with the provisions of the Code of

Conduct.
Published on our Credit Research sites

New public-sector iending commitments X
New mortgage fending commitments X
Public-sector cover pool X
Mortgage cover pool X
Derivatives X
Derivatives serving as cover X
Cover pools at market value / development X
and stress scenarios

Interest rate risk X
Compliance with the self-restrictions X

regarding the investment of available funds

The information listed above is updated at regular intervals and can be viewed in the
individual sections of our Credit Research sites.
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Mortgage loans Mortgage cover pool - Derivatives serving as cover Seite 1 von 1

Mortgage leans

Mortgage cover pool - Derivatives serving as cover

Payables and receivables from derivative transactions which have been inciuded in our
cover pools in order to hedge foreign currency positions serving as cover,

in Euro m

Date quir}al Markgt \(alue

Derivatives Derivatives
31/01/2004 1.17 -0.04
31/12/2003 1.17 -0.04
30/11/2003 1.17 -0.05
31/10/2003 1.17 -0.05
30/09/2003 1.17 -0.04
31/08/2003 1.17 -0.05
31/07/2003 1.17 -0.04
30/06/2003 1.17 -0.02
31/05/2003 1.17 -0.06
30/04/2003 1.17 -0.08
31/03/2003 1.17 -0.13
28/02/2003 1.17 -0.15
31/01/2003 1.17 -0.02
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Mortgage loans

Breakdown of cover pool
Surplus cover -

all amounts in Euro m

Date Mortgage cover Surplus in % Not yet
Pfandbriefe cover serving
outstanding as cover=

31/01/2004 2,716.16 2,872.70 156.54 5.8 2,410.48

31/12/2003 2,659.16 2,835.38 176.22 6.6 2,346.31

30/11/2003 2,764.22 2,878.60 114.38 4.1 2,328.72

31/10/2003 2,375.18 2,536.03 160.85 6.8 2,278.99

30/0%/2003 2,386.32 2,470.00 83.68 3.5 2,236.18

31/08/2003 2,383.99 2,552.04 168.05 7.0 2,199.87

31/07/2003 2,347.56 2,440.78 93.22 4.0 2,184.85

30/06/2003 2,320.82 2,402.11 81.29 3.5 2,042.90

31/05/2003 2,217.54 2,365.14 147.60 6.7 1,800.84

30/04/2003 2,006.14 2,274.40 268.26 13.4 1,738.59

31/03/2003 1,886.70 2,255.55 368.85 19.6 1,750.23

28/02/2003 1,924.34 2,001.85 77.51 4.0 1,964.20

31/01/2003 1,942.93 2,031.48 88.55 © 4.6 2,006.30

* For technical reasons (e.g due to the absence of evidence that the ioan is secured by a first
mortgage). The loans are usually included in the cover pool within not more than three months.

® Hypothekenbank in Essen AG
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Mortgage loans Breakdown of non-cover assets Loans with a LTV > 60%

Mortgage loans

Breakdown of non-cover assets
Loans with a LTV > 60%

Loans with a LTV exceeding 60% are not eligible to serve as cover for mortgage Pfandbriefe. The
total volume of loans with a LTV > 60% may by law not exceed 20% of total volume of mortgage

loans.

Date in %
31/01/2004 15.01
31/12/2003 14.82
30/11/2003 14.70
31/10/2003 14.33
30/09/2003 14.37
31/08/2003 13.72
31/07/2003 13.29
30/06/2003 13.69
31/05/2003 13.40
30/04/2003 12.44
31/03/2003 12.55
28/02/2003 12.58
31/01/2003 12.68
31/12/2002 12.73
© Hypothekenbank in Essen AG
Back | Search | Glossary | German Website ! Print | Sitemap

Seite 1 von 1




00C20°91

S0 TL
6'€  S'6S
00 00
v'e  1°CS
S'E €S
1S S AVA
I'0 80
6t I'vL
9T 0t
€7  SPE
6'ST  0°2b2
20 £¢
€0 €%
00 00
00 70
00 10
00 00
00 €0
6'9  0°501
b'SS  b'0p8
% Ut (210)
E00C'CTE'TE

€ UOA | 93198

[
'S
0’0
v
2'91
60
0’0
ST
PL
0’0
0'sT
00
00
00
00
00
00
00
7

0°¢s

% Ui

€0
'6
00
L0
p'8¢
91
00
LT
0°'€T
00
2'9¢
00
00
0’0
00
00
00
00
61
16

%

06<
AL

S0
Ve
00
(V83
L't
S’
0°0
6'9
8’0
81
9'81
0
00
0’0
00
00
00
00
9t

8'1S

Y% Ui

iy 0s MY 19LMNAW I\ [~FTVIO N [~IA NN [~TNNNOAND//:

90
L'E
00
£'e
'
L1
00
9L
6'0
0c
L4
0
00
00
00
0’0
00
00
1’8
¢ 09

%

06-18
AL

S0
[aa 4
00
8'¢C
€1
€1
00
LS
90
6¢
Tn
<0
g0
0’0
0'0
00
00
0'0
£'s

0°'8S

% W

St
11
00
8L
S'€
S'e
00
6°ST
L1
s
vy
S0
10
00
00
00
0’0
T°0
91
50971

%

08-19
AL

L0
g0
00
£
G0
00
0’0
00
00
'L
g0
00
[ 4
GG
00
00
go
0’0
91

91§

% Wi

0
00
00
S01
60
0'0
00
00
00
£
00
00
€1
00
(1]
0°0
0'0
00
S0
8°G1

A3A0D
se
pasn
yaym
J0

S0
L€
0’0
(484
8’1
11
10
0°'s
6°0
9°¢
S°St
<0
)
00
(¢ ()
0°0
00
00
L8
£°89

% Ul

8t
6'bg
00
€0y
LT
#oT1
80
6LV
¥'8
44
0°'8v1
9'1
b
0’0
Z'0
10
00
2'0
€8
§'8¢S
%09
0]

dn
Al

% JSOM

S9UN0D
ubias04

xmx IS

=% ISOM

$3LJUNOD
ubioio04

xxx 3583

=% ISOM

S9LIIUNGT
ubiaio4

xxx 3583

=% ISOM

S9IUN0D
ubiaio4

*x o 1583

#% ISOM

S21UN0D
ubiaioy

xokx 3SB3

% 1ISOM

S911UN0D
ubia104

xxx 1S€3

=% 1SOM

$91UN02
ubiauoy

#AIUN0D)

uog
pue sasi
Yy

saad
|eljuap
-uou 13

sene:
pue sj3

sd

sbuip|
Al10]

buip

sbuip
oA}
-1ul
pue a:

Asado.
aso

W 0INRT Ui SBIDA01g JRIDIDUEM

AL pue uoibai ‘Apadoid jo adAy Ag sueoj 2119

SIUBLUPUIL0D BUIPUS| MBU JO UMOPY

sure) a6eby



$00C°C0'91

€ UOA 7 9)19S

% Ul

%
06<
ieloL % W ALl

0'00T £°666 0°00T 9°8

y'Sl
2’18
P'e
€7
9'¢T
ve
L0
vct
00
VET
95
00

% W

0°00T
6'¢
yel
L°€8
00

6°'€ST S'¢ €0
S'T18 6’1+ 9'¢
13 2 A 4~ TA 4
€er 00 00
£’Se1 ¢0eE 9¢
9 2 A A 4
S'9 0'0 00
VAR A S €0
00 0'0 0’0
T'v€T G'€ €0
1'¢96 1’8 L0
00 00 00

%
06<
101 % U ALT

€'LTS'T 0°00T Z'SLT
1'vb €8 9%1
ovoe L1 6T

2°692'T 006 (°/ST

10 00 00

% ui

0°'00T
ot
0'19
8'8¢
0’0
6°6¢
8'8¢
v
L9
00
6'8
184!

00

% ul

0°00T 6°60T 0°00T

9°C
001
v'{8
1°0

wy0s MA TELN\AUWR I\ I~F TV IO TN ~IFHANNM I~FANNTOAN: D/

%
06
-18
AL

06
60
S'S
9T
00
9°'¢c
9
T°0
9°0
00
80
€71
00
%

06

-8
ALY

6'C
011
096

10

O ul

0°00T
6°St
€8s
8'8
0'¢
6°'1¢
8'8
8°0
9'¢T
00
T°€T
L0
00

% W

1'e
911
€98

00

08-19
AL

1'9L
Tzt
€4S
L9
ST
L91
L9
9'0
9'6
0’0
oot
0°'1E

0’0

%
08-19
Al

6°94T
8's
T'ce
0'6¢£C

0’0

O Ul

0°001
L7
£°86
00
00
£°89
00
€0
9'S
00
v'T
6°9¢
00

% Ul

07007
0’0
172814
9'1s
00

13A0D
se
pasn

UIYM
J0

9°8¢
S0
1°8¢
0'0
0’0
8'81
00
10
91
00
¥'0
Ll
00

JBA0D
se
pasn
TRITTY
30

9°0¢
0’0
8°¢1
8°'S1
00

%09 03
% ul dn ALT

0°00T 0°906
S'ST  9'0bT
T8 1she
A AR 1 14
€1 8711
€11 87201
FAY AR 174
9'0 8§
Sl TENT
00 00
9'¢l  0°€eT
'8 1°6ZS
00 00

%09

0]

dn
Y% Ul ALY

ub12104

su

abebys

LAJIUNCT je:
jejon

xax IS€3 4

sajpad

#IS9M - enuspy

SaLRUNOD |e:
ubiaso4

U, 11 = | sasod.

o Bur:

#x ISOM 10J UOIPT

S2LIIUNOD -u0d

ublaaoy SETIR
xxx 3983

*x ISOM S

SoLIUN0D pau
ubiao4
x%x 3SBT

wx ISOM Sas!

S3LIUN0D pau
ubia.104

Apados

XAIUNOD 8s0¢

W 04133 U S0 |2IUDPIS

0°00T £°556
[ 8'0¢
S'91  0'8sT
€18 8§94,
0'0 00

jeyoy
*xx ¥5€3
5 1S9M

$31IUN0D

ub104

xxx 15€3

saiat
jesaw

{
sbui



s
002091 wy osMA T dLMAw N\ ~ATVIO N ~IFIHNM I~FNNN0AV:D//

dewalnts | uud | ANSGIM Uewsdd | Aessold | ydueds | e

OV U3SS3] Ul JuerquBYIodAH B

(g 1opeay 1eqoy peojumoq 'palinbal Japesy 1eqoIdY) J(d Se peol

$91€1S [BIapa4 URLLISY) )58]
ul4ag Buipnpul $S31RIS [B13P34 UBWLIID 1SN
*JUNODJ3E OJul UML) JOU AUk SJUBWHWWOD BuipuaT
3y} Jo sued umesp ay3 ‘(2303 U1 3GEIBAR dpew JOA JOU SURO) 10) ‘pue Sueo| umedp AjP3a1dwod asudwod saunby ar

0°00T 0°LIS’'T €4 S'E8T L' 6°8IT O'PI 0'ESE 0'00T T'6S 6°€EZ €T98'T jejoL
6L 0'861 S'. 6+T 61T 8¢ 06 6°LT 8'0 S0 S'18 $'191 Hokox 1583
€0y S'S10'T 90 S99 9T S§9T 88 ++'68 S'¢L 6t 688 T1°€06 xx ISOM
816 S'€0E’T ST +'791 9L 98 88T [L'6bC 92 861 T'T9 8°964 $aL3uNod

€ UOA ¢ 91198



002 C091

Z UOA | 9108

EQOL LT VE

0'00T Z°69T°T L°LST

T e
vl 9°€6
S'91 0012
1804 6'68
8'Z 1°G€
P 1T €'5p1
9'lE 9Ly
Ly S'6S
9'1 L0
9'7 S'Z€
£z 8'6¢C
S'€ by
S'9T 0012
ST 0'Z¢
€T T'L91
v'L 9'€6
Sy v LS
8¢ 1'se
8'9 8's8
9'1¢ € 10v
% Ul (2101
£00C €T TE

vig
¥'0
292
9'be
11
4'91
(A 4
6
00
'8¢
LT
00
2'9¢
g0
L8
v'Q
9
1
Sz
€Ly
%

06<
ALY

JUny SUBO[I0} BOU [W [U/YOIBISOMIPAId/WO0d dAYUIsSa mmm //:

0°'96 0°6€ET
§'6 S'¢CE
| VAR S ¥d
+'0C 6°0v
L9 £°01
o+ 08
€9 1T'¢c
0'zy £€°€ort
L'e (11
0’0 S'¢
1 00
oe 09
9t 66
v'0C¢ 60
00 S9
S99 0'€e
1'¢ §S'1¢
9'¢c £°01
o't 0’8
9'¢c v01
vLE 698
%

06 %
-18 08-19
AT AL

8'sT
00
0o
00
8'GT
0’0
00
00
0’0
00
00
00
00
0'0
00
00
00
8'ST
60
00
00

JOAQD

S'9LL
I 44!
9'¥9
Scit
6LE
0'ze
2'001
0°'58¢
6’V
TAVA S
00
1'8T
8°'6¢
S'ean
§°'S¢
0'60T
9°'v9
6°LE
0'¢e
€99
£°62¢

%09

se pasn 01 dn
WwIYM Jo ALY

ar eAng) Ul SIINEEL0N) JEIURTL

$a3e1S payun
uieds

uajod
spuepaylan
ayL

epeue)
ajuely
pue|bu3

aoue.ly

sa3e35 panun
SpuelayIdN
3yl

$33e3s pajiun
puejbugz
usjod
puejbu3
s93e1s panun
uiedg
SpUBLIIYIIN
ayL

epeue)
ajueldq
puejbugy

KAuUnNoD

sauadoad jeDIaWIWLIOD |t

sbuir
uoNiqIYXa pue IsNoyd

CENIEY
1EIUBPISI-UOU IS

sjueanelsat pue sjc

sd

sbuy
aARenNsIY
pue a

sueo| abeb

W o4ng Ul SRAMDA0IY JRIDIDW

AL pue Agunoa 'Ajadousd yo adA) Ag sueo| LB

SIURWHWIWOD BUIpUD] M3U O UMOPY

sueo| 2beb;

Al pue Anunoo “Apadoxd Jo ad4) £q sueoj uG1210,] STUSWIWWOD FUIPUI] MOU JO UMOPIRIIE sueo] aFes



¥00CC091 [UNY'SUBO[IO} BOU [WI [U/UOIBOSAIIPIIO/WO0d dAYUISSI MMM //:(

dewsys | Juud | BNSGIM ueuwsD | Dv4 | uneas | jdeg

OV U3sST Ul JURQUIBYI0UAH O

JUNODJER OJU UML) JOU e SUdWHWWOoD Buipua 'sueo)
jo sped umelp 3yl ‘|ejo) Ul djgejIRAR dpeul 39A Jou Sueoj 10} ‘pue sueo| umesp Aj91ajdwiod astidwod saunby ayg

0'00T S'EO0E’T ¥'T9T 9'86 £L'SPT  8'ST 8°96L feiol
. . . . . . . salels
81 0'2ez  t'1€  $'OT 8'SE 00 t'vST paun
L 9°¢€6 o 1Y §'12 00 9'$9 uleds
191 0°0TZ 292 ##0Z 60 0'0 s'zet usfod
Spuepa
6'9 668 9bE L9 L0T 861 64c CPUBHSUBN
|yl
L'z 1's€ 1 oy 08 00 0¢ce epeue)
JAF4 €691 Iz 08 S§'sZ 00 011 asuely
9'9¢ 94y €Ly 0P €501 00 0'S8Z pueibug
%09
%06 JAA0D 0}
%06< -18 9%08-19 se pasn dn
% W 12101 AL ALY AL UIYM JO A4 *A1UN0D sueoi abeb)
€00CCT YE W osng us jE
000T E€VE LV 9T L9 0'0 €02 ieloL
LY £¥T 00 60 £'€ 00 101 salels pajyun
£°89 0°0C (v LT e 00 201 aoueuy saiuadoud jeiuspisal |
L1y €¥T 00 60 €€ 00 101 9335 PAIUN  5550dind Huma) 10y UOK:
£'89 0°0C (¢t PARY y'e 00 ral o1t aouel4 -Uo0d [eIUdE
%09
%06 %08 19103 01
%06< -18 -19 se pasn  dn
% Ui 1’1ol ALl AL AL Yomm Jo AL *A43UN0D Ayradoud jo 50

7 UOA 7 9198 AL pue Anunod ‘Auadoid jo 9dAy Aq sueo] ug1a10,] SuSUNIWWOD FUIPUI] MU JO uMOopIealg sueo[ a3ed



Seite 1 von 1

RBonds & Notes
The German Pfandbrief

During the past 100 years, Pfandbrief investors '
have never failed to receive full repayment - a

clear proof of the Pfandbrief’s high leve! of safety.

This is just one reason why Pfandbriefe account

for as much as 38% of all fixed income securities

in Germany and have also become more and more
popular with international investors. R , v

In recent years the Pfandbrief.market has seen
significant changes due to the increasing volume
of Pfandbriefe that are issued in the form of
Jumbos and Globals. The key characteristics of a
Jumbeo Pfandbrief are a minimum issuance volume
of €500m and the commitment of at least three
market makers to simuitaneously quote bid/offer
spreads for tickets of up to €15m during normal
trading hours. As a result, Jumbo Pfandbriefe
show a higher liquidity and more flexibility than
traditional Pfandbriefe.

> Qur Treasury Department

> Basic principles of the German Mortgage Bank Act
> Jumbos / Globals

> Essen Hyp Debt Issuance Program

> Euro Commercial Paper Program

> Bloomberg and Reuters Company Information
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Bonds & Notes

Our Treasury Department

Heads of Treasury Department

> Glnter Pless Head of Treasury
> Heidi Riedel Deputy Head of Treasury
> Raimund Bitter Deputy Head of Treasury

Capital Markets Money Markets Derivatives

~ Oliver Schwarzer * Michael Leineweber & Ulrich Nowak
& Heinrich Strack ¢ Monika Rieks t Claudia Retz
> Ansgar Wittenbrink v Stefan Zander

» Stefan Zander

Research Trading Support Secretarial Support
> Dirk Chlench & Petra Hoffmanns » Elke Joachimiak
» Peter Nowaczyk D Andrea Pehike

> Oliver Grossmann

Back | sSearch | Glossary | German Website | Print | Sitemap
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Bonds & Notes

Basic Principles of the German Mortgage Bank Act

The strict requirements of the German Mortgage Bank Act (HBG), in conjunction with
the comprehensive banking supervision exercised by the Federal Financial Supervisory
Authority (BAFin), ensure that German mortgage banks maintain a particularly high
safety standard. The German Mortgage Bank Act stipulates, amongst other things, that:

® the scope of business activities permitted to German mortgage banks is
restricted to the granting of public-sector and mortgage loans;

® |oans may only be granted if the securities offered meet the quality standards set
out by law;

B 3 match between maturities and interest rates of the lending and funding
business must be ensured at all times.

In addition to this, the German Mortgage Bank Act contains a number of provisions to
ensure the quality of the assets serving as cover for public-sector and mortgage
Pfandbriefe. A key prerequisite for including an asset in the cover pool is, for example,
that the Pfandbrief creditor’s preferential claim must be guaranteed in the event of
bankruptcy. Furthermore, there are provisions that govern the legal structuring of the
cover assets, the composition and management of the cover pooi and, for mortgage
Pfandbriefe, the establishment of the lending value.

A mortgage bank must ensure that sufficient cover is available at all times, so that the
principal and interest payments from the loans included in the public-sector and
mortgage cover pools match, or even better, exceed the principal and interest payments
due to the Pfandbrief creditors. All cover assets are held on trust by a trustee who is
appointed by the Federal Financial Supervisory Authority (BAFin). Any disposal of a
cover asset by a mortgage bank requires the trustee’s prior approval.

Experience has shown that the provisions of the German Mortgage Bank Act constitute a
suitable basis for the supervision of the mortgage banks’ business activities.

Amendment of the German Mortgage Bank Act (HBG) as of July 4, 2002

A) A wider range of business activities

Al.) Expansion of mortgage lending activities

Following the amendment of the German Mortgage Bank Act (HBG),
German mortgage banks are now aliowed to expand their non-cover
business activities in the area of mortgage lending to the non-European
G7 countries (United States, Canada, Japan). The total volume of these
transactions, plus the total volume of mortgage loans granted to the
Central European full member states of the OECD (i.e. Hungary, Czech
Republic, Slovakia and Poland) is limited to five times the liable own
capital (Section 5 (1) (2b) of the German Mortgage Bank Act), Japan
limited to three times the liable own capital.

A2.) Expansion of public-sector lending activities

Public-sector loans that are eligible for cover may now be extended to
central governments, regional governments and local authorities in
Switzerland, the United States, Canada and Japan. In addition to this,

' - - aambeal mavarnments of other European full member states of

Seite 1 von 2
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now also be funded through the issuance of public-sector Pfandbriefe
(Section 5 (1) (1) (a) and 5 (1) (1) (¢) of the German Mortgage Bank
Act).

The previously permitted range of public-sector cover transactions in EU
member states and contracting states to the Agreement of the European
Economic Area (EEA) was also expanded. It is now possible to grant
public-sector loans to non-profit administrative organizations, which are
subordinated to the central governments, regional governments or local
authorities in these countries (Section 5 (1) (1) (d) of the German
Mortgage Bank Act).

B) Inclusion of derfvatives in the cover pool

For the first time, the derivative transactions entered into by German
mortgage banks have been put on a legal basis. Pursuant to Section S (1)
(4a) of the German Mortgage Bank Act German mortgage banks are now
in principle entitled to enter into derivative transactions. In addition to
this, the mortgage banks have the possibility of including derivatives in
their Pfandbrief cover pools as ordinary cover (Section 6 (6) of the
German Mortgage Bank Act).

An English translation of the German Mortgage Bank Act (HBG) can be retrieved from
the website of the Association of German Mortgage Banks www.hypverband.de.

Back ! sSearch | Glossary i German Website | print | Sitemap
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Jumbos / Globals and their Increases

Amounts in EUR m Status: 20.01.2004

Security no

257 428
257 422
257 487
245 522
257 374
257 298
257 488
257 427
257 412
AOA C5V
257 359
802 308
257 402
257 414
169 713
257 424
257 433
257 461

by

500
1.500
500
2.512

1.000

233

2.506

511

Increases

11/01
01/03
07/03
05/00

04/03

07/01

03/00

03/98

Issuing
volume

2,000
1,267
2,500
1,000
3,023

767
2,000
2,000
1,000
2,000
3,017
2,000
1,023

767
2,200
2,000
2,000
5,000

Coupon

3,500
3,750
3,250
1,750
5,250
6,500
4,250
3,500
4,750

2,75
5,500
2,750
5,250
4,750
3,500
4,000
4,250
5,250

Maturity

17/03/04
17/11/04
28/01/05
21/02/05
05/07/05
17/11/05
27/01/06
17/02/06
29/06/06
21/11/06

£20/02/07

25/07/07
22/01/08
11/08/08
26/09/08
19/01/09
06/07/09
17/01/11

Issue Date

10/03/99
10/11/98
04/12/01
13/02/03
17/06/97
02/11/95
28/01/02
11/02/99
22/06/98
21/01/04
13/02/97
14/07/03
15/01/98
04/08/98
17/09/03
11/01/99
11/05/99
15/01/01

Market makers

1-3/5/6/8-10/11/14
3/5/6/10/12/15/22
1-3/5/6/11/18/19/25
1/3/5/13/18/24
2/5/6/7/15/18

1-5
1-3/6/7/9/13/18/23/24
1-3/5/6/8/10/12/14-16
1-3/5/6/11-13
1-6/8/13/14/18/24/26
1/4/5/6/8
1-6/13-15/18/25/26
1/2/4/5/7/10
1/4/11/13/14/20
1-6/13-15/18/25/26
1-3/5/6/8/10/11/14/20
1-6/10/11/23
1-11/14/15/17/18

Ratings

S&P/Moody's

AAA/Aal
AAA/Aal
AAA/Aal
AAA/Aa1
AAA/AaL
AAA/Aal
AAA/Aal
AAA/Aal
AAA/ABL
AAA/Aa1l
AAA/Aal
AAA/Aal
AAA/Aal
AAA/AaL
AAA/AaL
AAA/Aal
AAA/Aal
AAA/Aal

1=Commerzbank, 2=HypoVereinsbank, 3=DZ Bank, 4=HSBC, 5=Dresdner Kleinwort Benson, 6=Deutsche Morgan
Grenfell, 7=Salomon Brothers, 8=ABN AMRO Bank, 9=Société Générale, 10=Westdeutsche Landesbank, 11=Gold
Sachs, 12=Landesbank Sachsen, 13=Merrill Lynch, 14=Morgan Stanley, 15=CDC Ixis, 16=Bank- gesellschaft Berli
17=5GZ-Bank, 18=Barclays Bank, 19=Norddeutsche Landesbank, 20=Lehman Brothers, 22=Bayerische Landesba
23 =Paribas 24 =Credit Agricole Indosuez, 25=LB Baden-Wlrttemberg, 26=CSFB
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Bonds & Notes

Essen Hyp EUR 20,000,000,000 Debt Issuance Brogram (DIP)

Essen Hyp’s €20bn Debt Issuance Program, which was faunched on May 28, 1998
increased to €20bn in July 2002, aims to facilitate Essen Hyp’s funding on the
international capital markets.

The main intention of this Program is to provide structured financing transactions.
However, any underlying risk exposure of a structured deal must be hedged against. In
general, the required swap will be entered into with the dealer proposing the
transaction. As a rule, each swap counterparty must have a minimum rating of AA-
(S&P).

Jumbo Pfandbriefe, Global public-sector Pfandbriefe and similar benchmarks are
launched outside the DIP.

The Program allows international fund-raising in almost any currency by means of a
syndicated or non-syndicated, public or private placement. Funding proceeds are
swapped back into EURIBOR. Pursuant to the German Mortgage Bank Act, Essen Hyp as
a mortgage bank is not allowed to run any currency risks.

Maturities under this Progam can reach up to 30 years, depending on the type of
transaction. There is no specific maturity target.

Notes, including public-sector Pfandbriefe, may be issued in bearer or registered form.
Depending on the agreement between issuer and dealer, Notes can be launched as
Fixed Rate Notes, Floating Rate Notes, Indexed Notes, Dual Currency Notes or Zero
Coupon Notes. The minimum volume per drawing is €5m.

Essen Hyp’s DIP is listed on the Luxembourg stock exchange. The terms and conditions
of the DIP also provide for a listing of bearer notes (including public-sector Pfandbriefe)
on the Diisseldorf stock exchange, or any other stock exchange. Registered Notes
(including public-sector Pfandbriefe) are not listed on any stock exchange.

The following ratings have been assigned to the Notes listed under Essen Hyp's Debt
Issuance Program:

Standard & Poor's Moody's
Public-sector Pfandbriefe AAA Aal
Senior Unsecured Debt A- A2
Subordinated Debt BBB+ A3

The Program is governed by German Law.

Our Debt Issuance Program has been arranged by Commerzbank and Merrill Lynch
International. The dealers are ABN AMRO, Barclays Capital, Commerzbank, Goldman
Sachs International, HSBC Trinkaus & Burkhardt, Lehman Brothers, Merrill Lynch
International, Morgan Stanley, Schroder Salomon Smith Barney, Deutsche Bank, UBS
Warburg, Credit Lyonnais and SG Investment Banking. The Program allows for reverse
inquiry. Bids are welcome.

For further information please contact our Treasury Department:
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Senior Vice President Tel.: +49 201 8135-353

Global Head of Treasury E-mail: Stefan.Zander@essenhyp.com
Tel.: +49 201 8135-360

E-mail: Guenter.Pless@essenhyp.com

Fax Treasury: +49 201 8135-399
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Bonds & Notes
Essen Hyp EUR 5,000,000,000 Commercial Paper Program

Foliowing the taunch of its €5bn Commercial Paper Program in December 1998, Essen
Hyp has been able to issue short-term notes since the beginning of 1999,

Essen Hyp actively uses this Program in order to ensure flexible funding at low cost.

The Program allows drawings in EUR and any other internationally recognized currencies,
as agreed between Essen Hyp and the dealer(s). The Notes that are issued under the
Program must have a maturity of not less than two days. Clearing can be made through
Euro Clear and Ciear Stream Banking. In accordance with the existing legal and
regulatory requirements, the maximum maturity in both cases is two years less one day.
The minimum amount of the Notes is €2.5bn. There is no issuance of Definitive Notes
under this Program.

One of the special features of the Program is that it allows for the issuance of

® Fixed-Rate Notes or
® Floating Rate Notes or
® Discounted Notes

all of which may be listed on a German stock exchange. The Notes may be deposited with
the European Central Bank as Tier I securities.

Unless otherwise agreed, Floating Rate Notes under the Program have a maturity of at
least six months and a minimum period of three months between two interest payment
dates. Unless otherwise agreed, the EURIBOR is taken as the reference rate.

The Program itself is listed on the official market of the Diisseldorf stack exchange.
Individual Notes may be listed with officiai quotations on the Disseldorf stock exchange,
or on any other stock exchange. However, Notes to be listed must have a minimum
maturity of three months.

The Program offers a high degree of flexibility for both the dealer(s) and the issuer.
Further day-to-day dealers are welcome.

Rating: Standard & Poors's: A-2 (Standard & Poor’s)
P-1 (Moody’s)

Arranger: Commerzbank AG
Frequent dealers: Commerzbank AG, Deutsche Bank AG, Société Générale
Day-to-day dealer: Goldman Sachs, London; Barclays, London; Dresdner,

FFM; JP Morgan Chase, London; Lehman Brothers, London

The Program is a supplement to Essen Hyp's Debt Issuance Program, which was signed in
May 1998 and increased to €20bn in July 2002.

For further information please contact Essen Hyp’'s Money Market Desk:

Heldi Riedel
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E-mail: Heidi.Riedel@essenhyp.com

Fax Treasury: +49 201 8135-399

Back | Search ! Glossary | German website | Print | Sitemap




Hypothekenbank in Essen AG Seite 1 von 1

Bonds & Notes

Bloomberg / Reuters

Bloomberg

Company description (1008Z GR <Equity> DES <GO>)
Management profile (10082 GR <Equity> MGMT <GO>)
Company description (10082 GR HYPO <GO>)

Reuters Dealing

HYES

i
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Financial Reports

Annual Reports / Interim Reports

On this site you will find all the relevant facts and figures of o o
the Hypothekenbank in Essen AG. Our annual reports . N .
include, for instance, the balance sheet, the profit and loss e

account and the operating result of the corresponding year. -~ <. et

You will also find the management report with much
additional information concerning the general economic o )
situation, the bank, its work and its projects. For current - g
information please refer to our Interim Reports of the ’ '
present year.

> Interim Report as of September 30, 2003 htmi
> Interim Report as of September 30, 2003 (English version) pdf
> Press Release as of September 30, 2003 (English version) pdf

> Annual Report 2002 (English version) html
> Annual Report 2002 (English version) pdf

> Press Release Annual Report (English version) pdf
> Annuai Report 2001 (English version) html

> Annual Report 2001 (English version) pdf

> Press Release Annual Report (English version) pdf

> Annual Report 2000
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Order Service

These items are available:

Interim Report as of September 30, 2003 English
Press Release September 30, 2003 English

Annual Report 2002 English
Annual Report 2002 German
Press Release December 31, 2002 English

Annual Report 2001 English
Annual Report 2001 German

1 1 N

Annual Report 2000 English
Annual Report 2000 German

R

Please forward this order to:

Surname

First name ﬂ

Street

Town

|
Postal code / Zip code ﬁ
E

Country

E-mail @

Phone F

Fax L»___A I,

. Submit ! { Reset}
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International Property Financing

Europe and North America

Whether office buildings or shopping malls - real estate
financing has become a global business. Major first-class
projects can only be put into practice at a profit if
matching lenders are found on the international capital
markets. Investors, developers and real estate
companies look for banking partners who are familiar
with the highly complex real estate business. Developing
successful strategies that ensure maximum planning
security requires the expertise of specialists. And these
specialists are at your disposal at Hypothekenbank in
Essen AG (Essen Hyp) — because our real estate markets
are global.

Bringing in their knowledge of the individual countries
and real estate market segments, our experts from
various departments will, together with you, work out a
tailored and innovative financing structure for your
project - for existing properties and future investments
alike. Available options include loan volumes from ten
million euros (or the equivalent amount in foreign
currencies) to several hundred million euros, terms of up
to 10 years or more, fixed or floating interest rates.
Essen Hyp participates in loan syndicates, but is also
prepared to act as a stand-alone lender. We will
accompany your project right from the start. Further to
our expertise, we offer you a committed team and
competitive loan terms: as a mortgage bank, Essen Hyp
is entitled to issue Pfandbriefe and thus benefits from
excellent funding opportunities.

Your partner for international real estate
projects.

In addition to mortgage lending in Germany, our core
activity is the granting of loans on the West European
and North American real estate markets, mainly
concentrating on Great Britain, France, Belgium, the
Netherlands, Spain, Switzerland, the United States and
Canada. Essen Hyp is thus active on the world's most
important real estate markets.

We are particularly interested in properties that benefit
from a good location in major West European and North
American cities. By providing the necessary funds and
developing loan structures that are tailored to the
borrowers’ specific requirements, we make an active
contribution to the successful realization of each
individual transaction. In addition to this, we are also
prepared to support regional real estate projects.

man

S0 e e

Download Brochure (PDF)
"In the Spotlight:
International Real Estate
Projects™

. j\h”
T 7 an

Moreison Street, Edinburgh,

8 ITIY
Scotiand

“The Exchanga” is an up-and-
coming office district in the
center of Edinburgh, Essen
HMyp participates i the
financing of & state-of-the-art
guministrative buliding with a
total office area of 50,000
sam. The project was
completed in 2001,

= v

Arc de Selne,

aris

This office bullding in whosa
financing Essen Hyp Is
involved 1S 1pcated south
west of the ¢ity center of
Paris, It was completed in
2001 and offers & tota! floor
area of 45,151 sqm.
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logistics centers, shopping malls (provided that they are
located in the catchment area of major cities and benefit
from low vacancy rates) and multi-tenant residential
properties. A particuiar focus is on existing properties
that are fully let under long-term leases and to tenants
of good standing. Qur customers include leading national
investors as well as well-known international borrowers
who are active on international, national or regional real
estate markets.

> Europe and North America

~ Borrower-specific financing structures

v Specialist knowledge

> Your contact partners

> Download brochure: “In the spotiight...”
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Focusing on Europe and North America

International Property Financing

Borrower-specific financing structures

Borrower-specific financing structures.

Essen Hyp’s international mortgage lending activities are
bundled at our International Property Financing Desk.
Our committed and efficient team will advice you of all
relevant facts and decisions within a short period of time,
so that you can put your plans into practice without
delay. A basic decision will be made within a few days
after receiving an enquiry for a loan. Having obtained
and reviewed all documents needed for decision-making,
we will issue an irrevocable lending commitment within a
period of time agreed with you. The entire financing
transaction - from counseling via loan commitment and
disbursement to full redemption - will be accompanied
by one particular internal expert who is familiar with all
project-specific requirements and will always be at your
disposal.

We are currently expanding our network of international
representative offices so that you can additionally benefit
from local contact partners. Establishing and maintaining
fruitful and long-lasting customer relations always is the
main objective of our efforts.

Download Brochure (PDF)
"In the Spotlight:
International Real Estate

Projects”
WA E ARy
g T ﬂu\“ e
“( . H
] : Ll
L Ee
s

City Point, London

With 37 fioors, the City Point
Tower i3 the second highest
building in the City of
London, benefiting from an
excellent location. Egsen Hyp
participates as & syndicate
partner i the financing of
this property which was
reopened in 1998, The
building offers & totel office
area of 54,000 sqm, retail
units totating 4,700 sgqm and
storage space of 8,200 sqm,

Bulit in 1996, this office
building is located on the
northern edge of the City of
London, Essen Hyp arranged
the financing of an effective
floor area tataling 42,500
sgim, with offices accounting
for 39,800 sgm of this figure,

Back | Search | Glossary | German Website
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Far-sighted financing transactions

International Property Financing

Specialist knowledge

Quality is the key to succass.

We see our task in providing you with specialist
knowledge to ensure the long-term success of your
project. Our credit decision is based on the in-depth
analysis and evaluation of all risks that are inherent in a
transaction. Important factors to be looked at are the
state of the property, location, investment profitability
and tenant credit quality. Each property to be financed is
appraised by our internal appraisers or by external
specialists who are based in the region concerned and
have to give evidence of their qualification and their
experience with regard to the respective property type.
The question as to whether a property can be used for
multiple purposes and the cash flows from rental income
are the most important parameters in our project
analyses. We are only prepared to accept a loan
transaction if our analysis comes to the conclusion that
the project meets our high requirements for profitability
and safety and that the risks are calculable over the long
term.

The standard securities we require for providing a loan
include a first-ranking mortgage over the property, the
assignment of rental income and insurance proceeds
and, in certain cases, additional securities to be agreed
individually. -

Download Brochure (PDF)
"In the Spotlight:
International Real Estate
Projects”

Sun Trust International
Center, Miami

This 31-floor property in
whose financing Essen Hyp
participatés a3 a gyndicate
partner s located in the heart
of downtown Miami and
otfers a total office area of
38,900 sam,

'zm” S 2 A
g nswnfu @
jhiimen . a:; JH1y
1 1 U l“ Lok E:L._JEJ

Long Acre, London

In Central London, a few
steps from the famous
Covent Garden, Essen Hyp
participates ag & syndicate
partner in the financing of an
office bullding (total office
area of 18,000 sam), whieh
will be tully restored by 2003,
All offices will allow a flexible
room shaping and design,
thus meeting the needs of
firgt-clags companies with
spetific requirements.

Back | Search | Glossary 1 German Website

+
!

|

Print | Sitemap

Seite 1 von 1




Your contact partners

International Property Financing

Your contact partners

Hergen Dietkmann has been working in the national
- and later also international - lending business for
several years, including the management of a number of
real estate projects. As Relationship Manager, he
maintains close contact with investors and banks. The
permanent observation of the national and international
real estate markets, a key prerequisite for qualified
research, is also part of his responsibilities.

Thomas Link has been working as an attorney in the
international real estate business for several years.
Based on this expertise, he is tasked with the systematic
project analysis and smooth handling of transactions. As
Relationship Manager, he maintains close contact with
customers and partners, as well as with external lawyers
and appraisers. In order to ensure a functioning workflow
he acts as the intermediary between all parties involved
in the loan process.

Rainer Polenz has been living and working in London
for more than 20 years. In his function as the Head of
Department of a German bank, he gained a deep
understanding of the UK real estate market. Mr. Polenz
now heads Essen Hyp's UK representative office. He is in
charge with customer relations and product marketing,
establishing and maintaining close contacts with the
national and international banks that are active on the
UK rea! estate market. In addition, he monitors the
development of the projects in which Essen Hyp is
involved.

Assem El Alami worked as an attorney in Berlin before
being employed as an in-house counse! by a German
mortgage bank. He made a substantial contribution to
the setting up of the bank’s international financing
business. Having been appointed head of the bank’s
representative office in Paris, he assumed responsibility
for real estate financing in France and Spain. Now with
Essen Hyp, he heads our bank’s representative office and
is our specialist for the French real estate market.

Download Brochure (PDF)
"In the Spotlight:
International Real Estate

Projects"

> Thomas

Link

> Rainer Polenz

> Assem El Alami

ar b ex
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Career

Unsolicited Applications

Unsolicited applications are very welcome and receive our prompt attention. If you are
interested in working with Hypothekenbank in Essen AG, please complete the following
application form. This will help us to gain a first impression of your skills so that we can
assess whether they fit in with our requirements.

Application far:

Departments/Activities

Availability:

Surname:

First name:

Street:

Postal code / ZIP code
Town:

Country:

Telephone:

Fax:

E-mail:

Skills/Professional
experience

Resume:

C Treasury
r Property Financing
I Property Management

" Public
Relations/Marketing

I Corporate Management
[T settiements

o

o

L

-

| S

- Accounting and Taxes
l— Controlling

[~ epp, IT

I Personnel Department
I” Legal Department

- Support Office of the
Board of Managing Directors
[ Secretariat of the Board
of Managing Directors

. Submit | | ReSEtMQ
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Qualification and Training

Interview with Marita Kraft, Vice President and Head of the Personnel
Department, on the bank’s comprehensive training program

What are the particular characteristics of the training program that
Hypothekenbank in Essen AG offers to its employees?

In the past we made frequent use of external training programs and seminars in order
to improve the qualification of our employees. However, we realized that, in many
cases, only a small portion of the huge amount of information provided in the
framework of these programs is actually relevant to our bank’s business activities. This
is why we have decided to focus on in-house seminars that are either tailored to a
homogenous group of employees and their specific job requirements or address our
executive staff in general and cover multidisciplinary issues. These seminars are held by
experts from international training academies, from university or from within our own
institution. The quality of our training program will be certified by means of an
internationally acknowledged certificate.

Could you please give an example?

The series of lectures within our ‘Essen Hyp University’ program deals with issues that
are particularly important for our bank, such as risk controlling, corporate management,
property financing or international accounting. There will be a total of 24 lectures, held
every two weeks. These lectures are designed for and attended by our executive staff,
junior executives and skilled employees, i.e. 50% of our total number of staff. A
characteristic of this training program is that the Ruhr Graduate School, an academy for
further education within the University of Essen, analyzes and certifies the academic
relevance of each lecture. At the same time, this academy provides us with university
lecturers. The employees who attend these lectures will be awarded a certificate issued
by the University of Essen.

Why does Essen Hyp make such efforts to promote the further training of its
employees?

Our comprehensive offer basically has three objectives: the transfer of knowledge,
multidisciplinary thinking and action and the development of personal skills. By
organizing this training program, we wish to promote corporate thinking, expertise that
goes beyond one particular workplace, and the personal skills of our employees. The
key question with regard to a certain task will no longer be: "Who is responsibie for
this?” but rather: "Who can do it in the best, quickest and most efficient way?”

Does this also include language training?

Yes, definitely. Far an internationally operating bank, it is essential that an employee
answering the phone is able to ‘do his job’ in English. This is why more than 90 of our
employees, i.e. nearly 70% of our total number of staff, have been attending on-the-job
conversation courses for years. We have recruited a native speaker of English who
basically ‘visits’ his customers, i.e. our employees, at their workplaces and trains their
language skills by dealing with job-related issues and questions. Since August 2001 we
have aiso been offering French classes, albeit to a much more limited number of staff.
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employees?

I can only look at this question by pointing to the ‘half life period’ of our knowledge. Of
course, all these training measures are optional offers to our employees, which they can
accept or refuse. However, the great willingness to accept these offers ~ the high
number of participants is a clear sign of this ~ and the predominantly very good final
results show that our empioyees agree with the aim of these measures, i.e. to ensure
their own - and therefore our bank’s - future competitiveness. The employees’
investment in this respect is their spare time, as the majority of these training measures
take place after regular working hours or during the week-ends, without any
compensation through time off.

Back © Hypothekenbank in Essen AG Print
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About Us

Success needs far-sightedness

Success needs far-sightedness - guided by this motto,
Hypothekenbank in Essen AG, which was founded in
1987, has become one of the leading mortgage banks in
Germany within just one decade. The bank's business
activities basically rest on two pillars: the granting of !
public-sector and mortgage loans. Our mortgage lending i ‘

activities range from the extension of retail loans to :
finance detached or semi-detached houses or owned flats .
in Germany to the financing of large commercial e
properties an the domestic market, as well as abroad. To

refinance these lending activities Essen Hyp is active on

the national and international capital markets. In this

context, one of our key objectives is to increase the

popularity of our most important funding instrument, the

Pfandbrief, with national and international investors. The

fact that we have been awarded excellent ratings from

the three leading rating agencies is just one proof of the

quality of our work. Essen Hyp's most important

shareholder is the Commerzbank AG.

You can find more detailed information on our bank, its
management and its business activities on the following
pages. Should you have any further questions please feel
free to contact us and we will be happy to provide you
with any information you require.

> 10 successful years in retrospect

> Board of Managing Directors

> Executive Vice Presidents

> Trustees

» Supervisory Board

& Advisory Council

= Qur Branches and Offices

~ Imprint

" Hypothekenbank in Essen AG - Fifteen years

» Commerzbank - Our Major Shareholder (external Link)
~ Verband deutscher Hypothekenbanken (external Link)
(Assaciation of German Mortgage Banks)
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About Us

Board of Managing Directors

Board of Managing Directors

Hubert Schulte-Kemper, Marl, Chairman
Michael Fréhner, Dortmund
Harald Pohl, Oberhausen
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About Us

Executive Vice Presidents

Executive Vice Presidents

Hans-Jurgen Kréncke, Haltern
Norbert Boddenberg, Essen

Back | Search | Glossary | German website | Print | Sitemap




About Us Trustees / Hypothekenbank in Essen AG Seite 1 von 1

About Us

Trustees

Trustees

Dieter Eberie, Lawyer, Essen

Dr. rer, pol. Thomas Geer, Essen (since Oct 16, 2001) Deputy
Dr. Johannes Werner Schmidt, Essen (since Nov 1, 1998) Deputy
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Supervisory Board

Supervisory Board

Dr. Axel Frhr. v. Ruedorffer

Chairman; Member of the Central
Advisory Board, Commerzbank AG (since
June 1, 2003),

Frankfurt/Main

Dieter Disse
Hypothekenbank in Essen AG, Essen

Andreas de Maiziére

Member of the Board of Managing
Directors, Commerzbank AG,
Frankfurt/Main

Berta Schuppli
Deputy Chairman, Wiesbaden

Ute Gibbels
Hypothekenbank in Essen AG, Essen

Dr. Eric Strutz
Chief Financial Officer
Commerzbank AG, Frankfurt/Main
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Advisory Council

Advisory Council

Dr. Friedel Abel

Chairman of the Board of Managing
Directors, Hochtief Construction AG,
Essen

Dr. Hans-Joachim Jacob
Auditor, Darmstadt

Uwe Kruschinski

Member of the Board of Managing
Directors, Bankgeselischaft Berlin AG,
Berlin

Hermann Marth
Chairman of the Board of Managing
Directors, RAG Immobilien AG, Essen

Dr. Udo Scheffel
Chairman of the Executive Board,
Bayerische Immobilien AG, Munich

Harold Horauf
General Partner of HSBC Trinkaus &
Burkhardt KGaA, Disseldorf

Prof. em. Dr. Paul Klemmer,
President of the Verband fir
Wohnungswesen, Stadtebau und
Raumordnung e.V., Berlin

Klaus Pohl

General Manager of the Treuhandstelle
flir wWohnungsunternehmen in Bayern
GmbH, Munich

Dr. Wolfgang Schuppli
Lawyer, Wiesbaden

Priv. Doz. Dr. UIf R. Siebel
Lawyer, Frankfurt/Main
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Advisory Council

Advisory Council

Dr. Friedel Abel

Chairman of the Board of Managing
Directors, Hochtief Construction AG,
Essen

Dr. Hans-Joachim Jacob
Auditor, Darmstadt

Uwe Kruschinski

Member of the Board of Managing
Directors, Bankgesellschaft Berlin AG,
Berlin

Hermann Marth
Chairman of the Board of Managing
Directors, RAG Immobilien AG, Essen

Dr. Udo Scheffel
Chairman of the Executive Board,
Bayerische Immobilien AG, Munich

Harold Hérauf
General Partner of HSBC Trinkaus &
Burkhardt KGaA, Disseldorf

Prof. em. Dr. Paul Klemmer,
President of the Verband fir
Wohnungswesen, Stadtebau und
Raumordnung e.V., Berlin

Kiaus Paohi

General Manager of the Treuhandsteile
fur Wohnungsunternehmen in Bayern
GmbH, Munich

Dr. Wolfgang Schuppli
Lawyer, Wiesbaden

Priv. Doz. Dr. UIf R. Siebel
Lawyer, Frankfurt/Main
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Our Branches and Offices

Head Office

Essen
Gildehofstr. 1
D-45127 Essen
Postfach 10 18 61
D-45018 Essen

Registered under
HRB Essen No. 7083

Lending Offices

Berlin

Jagerstralle 58

D-10117 Berlin

Tel.: +49 30 81 45 07-00
Fax: +49 30 81 45 07-29
berlin@essenhyp.com

Frankfurt

Westendstr. 19

D-60325 Frankfurt

Tel.: 44969 17 20 65
frankfurt@essenhyp.com

Representative Offices

Brussels

Rue de I'Amazone 2
Amazonestraat 2
Bruxelles B-1050 Brussel
Tel.: +322 5 34 9595
Fax: +32 2534 96 96
bruessel@essenhyp.com

Paris

g, avenue de Friediand
75008 Paris

France

Tel.: +33 142 252530
Fax: +33 1 42 25 25 39
paris@essenhyp.com

Tel.: +49 2 01 81 35-0
Fax: +49 2 01 81 35-2 00
Fax Treasury:

+49 2 01 81 35-399

E-mail: info@essenhyp.com
Internet: www.essenhyp.com

Munich

Romanstr. 43

D-80639 Munich

Tel.: +498929 16 17 52
Fax: +49 89 29 16 17 54
muenchen@essenhyp.com

Hamburg

Fleethof- Stadthausbriicke 3
D-20355 Hamburg

Tel.: +49(0)40 3 76 44 750
Fax: +49(0)40 3 76 44 627
hamburg@essenhyp.com

London

Commerzbank House

23 Austin Friars

London EC2N 2NB

Great Britain

Tel.: 00 44 20 76 38 09 52
Fax: 00 44 20 76 38 09 53
london@essenhyp.com
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About Us

Imprint

Hypothekenbank in Essen Aktiengeselischaft is a
stock corporation (Aktiengesellschaft) under German
law. The bank has its registered office in
Essen/Germany and is incorporated in the German
Register of Companies (Handelsregister) under HRB
No. 7083. The bank and its business activities are
subject to the supervision of the Federal Financial
Supervisory Authority (BAFin).

Pursuant to Section 27 (a) of the German Value
Added Tax Act (UStG) and Article 22 (1) of the Sixth
Council Directive 77/388/EEC of May 17, 1977 on the
harmonization of the laws of the Member States
relating to turnover taxes, the VAT identification
number of Hypothekenbank in Essen AG is DE
119654158.

The server for these sites is located in
Essen/Germany.

Hypothekenbank in Essen Aktiengeselischalt
GildehofstraBe 1

45127 Essen / Germany

Tel.: +49 201 8135-0

Fax: +49 201 8135-200

> E-mail: info@essenhyp.com

Public Relations
Tel.: +49 201 8135-495
Fax: +49 201 8135-469

Support Office of the Board of Managing
Directors

Tel.: +49 201 8135-391

Fax: +49 201 8135-200

Board of Managing Directors
Hubert Schulte-Kemper

Michael Fréhner

Harald Pohl

We have tasked prompter AG,

Binger Strae 14-16, 55122 Mainz/Germany,

with the credit servicing process, i.e. the granting and
management of loans and the administration of the
securities that relate to these loans.

For this purpose, we have authorized and empowered
prompter AG to carry out any task relating to credit
servicing on our behalf, even prior to loan approval.
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correspondence with notaries public, land registries,
authorities and credit institutions, as well as the
issuing of declarations in conjunction with our claims,
legal charges and other securities.

Since July 2003 the STATER Deutschland GmbH & Co
KG, Hochkreuzailee 1, 53175 Bonn, is also
responsible for the credit service, i.e. the
administration of loans.

This website has been designed by:

vE & K Werbeagentur GmbH & Co. KG
Herthastr. 7

45131 Essen / Germany

Tel.: +49 201 43772-0

Fax: +49 201 43772-30

> E-mall: info@ve-k.de
» Internet: www.ve-k.de
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Hypothekenbank In Bssan AG - Blftoon yoRrs

Introduction

Hubert Sehulte=Kemper
Chairman of the Beard
of Managing Directors

Those who trust in themselves have
futurel This was our conviction when f
Hypothekenbank in Essen AG in 1987 -
and all skeptics, and despite the fact th
mortgage bank to be founded dated back as many as 26 years. We took the pro
challenges which needed to be overcome. The belief in a good idea has always
driving force.

Hard work is the key to success, However, it goes without saying that a bank
top results when standing alone. What has been - and will be - decisive is to fin
partners who have the courage to explore new shores and who trust in our wor
like to thank you very much for your commitment, which has been a key factor
success. It was not least due to your support that we have become the second |
Jumbos and Globals in Germany and succeeded in capturing a market share of
the past 15 years.

Striving for success s important, but it is even mere iMmportant never te f
come from. To be aware of one's origins helps to release the necessary energy
setting positive examples. This is why our identification with, and close connecti
have always been an integra!l part of our self-conception. We are a long-standin
"Initiativkreis Ruhrgebiet", a working group aiming at promoting the Ruhr area,
and participated in a number of major events. In addition to this, Essen Hyp reg
expositions and round table discussions ¢n science and culture.

As a part of these activities we had the pleasure of welcoming a number of illust
and partners to the premises of our bank. For more than one and a half decade
established and cultivated contacts all over the world.

Even though we were right from the beginning eonfident that we would p
bank into practice, the success of the project by far excesded our expeeta
Hyp enjoys an excellent standing on the global Pfandbrief markets. Trusting in o
our courage to realize new ideas, we face the future with confidence. We look fo
future together with you.

ULl Satloompy

Huhert Schulte-Kemper
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Hypothekenbank in Essen AG

Contact

Chairman of the Board of
Managing Directors
Hubert Schulte-Kemper

Secretariat:
Tel.: +49 201 8135-301
Tel.: +49 201 8135-302

ﬂ

Treasury

Secretariat:
Tel.: +49 201 8135-361
Tel.: +49 201 8135-362

{

Construction Management

Secretariat:
Tel.: +49 201 8135-411
Tel.: +49 201 8135-443

Member of the Board of
Managing Directors
Michael Fréhner

Secretariat:
Tel.: +49 201 8135-311

B

Property Financing

Secretariat:
Tel.: +49 201 8135-451

ﬂ

Legal Department

Secretariat:
Tel.: +49 201 8135-484

Member of the Board of
Managing Directors
Harald Pohl

Secretariat:
Tel.: +49 201 8135-321

|
b
Accounting and Taxes

Secretariat:
Tel.: +49 201 8135-601

ﬂ

Settlements

Secretariat:
Tel.: +49 201 8135-601

Whether criticism, suggestions, wishes or questions - there are lots of reasons to send
us an e-mail. Above all we welcome each response!

> Contact

© Hypothekenbank in Essen AG
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Hypothekenbank in Essen AG

Contact

We welcome your comments ...

Input

Surname e
First Name o
Company o
Position L -

Street l_ . —
Town I

Postal code / Zip code
Country

E-mail

Telephone

Fax

Mailing list

Which way to reply ?

C Yes @ npo

® E-mail € Tel. C Fax

| Submit | | Reset ]

© Hypothekenbank in Essen AG

{

Back | Search |

Glossary

German Website | Print

!

Sitemap

Seite 1 von 1




