Office of International Corperation Finance- -y ~
Division of Corporation Finance

Securities and Exchange Commission

450 Fifth Street, N.W.

Washington, D.C. 20
U.S.

\\

i

L

Hypo Real Estate Holding AG
Rule 12g3-2(b) File No. 82-34748

Dear Madam or Sir,

The enclosed information is being furnished to the Securities and Exchange Commission (the
“SEC”) on behalf of Hypo Real Estate Holding (the “Company”) pursuant to the exemption from the

05010450

SUPPL

Hypo |IBReal Estate

HOLDING

Division Group Corporate Office

Address Unsoeldstrasse 2

80538 Muenchen, Germany

Contact Person Hanns-Christian Paul
Telephone +49/89/20 30 07-721
Fax +49/89/20 30 07-772

E-mail Hanns-Christian.Paul

@HypoRealEstate.com

Rule 12g3-2(b) File No.

82-34748

pate 10 August 2005

Securities Exchange Act of 1934 (the “Act”) afforded by Rule 12g3-2(b) thereunder.

This information is bemg furnished under paragraph (1) of Rule 12g3-2(b) with the understanding that such
information and documents will not be deemed to be “filed” with the SEC or otherwise subject to the
liabilities of Section 18 of the Act and that neither this letter nor the furnishing of such information and

documents shall constitute an admission for any purpose that the Company is subject to the Act.

Yours faithfully

Hypo Real Estate Holding AG

“Dr. Heiner Bendfeld

SN T ﬂ
Enclosures THO. .
= F&E%N@m
(1) 10 August 2005 Ad hoc announcement: Hypo Real Estate with strong earnings growth — plans to streamline

the Group

Press release: Hypo Real Estate Group has reported a strong first half in 2005 and plans to
streamline its Group structure.

Hypo Real Estate Group Interim Report as of 30 June 2005.
Disclosure and amendment disclosure pursuant to sec. 25 par. 1 and par. 2 of the German

(2) 10 August 2005

(3) 10 August 2005
(4) to be published

Stefan Wittermann

84-@3@—* 00
18

Securities Trading Act (WpHG)

Company

Internet

Legal form

Headquarters

Commercial register

Chairman of Supervisory Board
Board of Management

AUG

S

Hypo Real Estate Holding AG
www.HypoRealEstate.com
Aktiengesellschaft

Munich

Munich HRB 149393

Kurt F. Viermetz

Georg Funke (CEQO)

Dr. Paui Eisele, Dr. Markus Fell,

f’@

g




Rule 12g3-2(b), File No. 82-34748

Hypo Real Estate Holding AG
Ad hoc release in accordance with section 5 WpHG

Hypo Real Estate with strong earnings growth — plans to streamline
the Group

Munich, 10 August 2005 - In the first half of 2005, the Hypo Real Estate
Group increased consolidated net income before taxes by 89%, from EUR
114 million in the corresponding previous year period to EUR 215 million.
Consolidated net income - excluding a deferred tax expense of EUR 17
million from capitalised losses carried forward — amounted to EUR 161
million compared with EUR 84 million in the first half of 2004 (+92%): this
is equivalent (excl. minority interest of EUR 1 million) to earnings per
share of EUR 1.19 (previous year period: EUR 0.62). Return on equity
after taxes (adjusted by the tax effect) improved to 7.7% in the first six
months (full year 2004: 4.0%) and is thus already within the target range
for the whole of 2005 (7.5 to 8%).

The financier of large-volume commercial real estate reported new
business of EUR 8.3 billion in the first half, which was above expectations
(full-year target 2005: EUR 13.5 billion). Hypo Real Estate Germany has
made a significant contribution to this performance for the first time,
namely around EUR 700 million.

For the second quarter of 2005, Hypo Real Estate Group reports
consolidated net income before taxes of EUR 113 million (previous-year
period EUR 59 million). Consolidated net income (excl. the effects from
capitalised losses carried forward) for the second quarter stood at EUR 83
million (previous year period EUR 43 million). Excluding minority interest
of EUR 1 million consolidated profit is EUR 82 million.

In addition, Hypo Real Estate Holding AG has announced plans to
restructure the Group in order to boost its effectiveness in the markets and
to reduce the overall level of complexity in the Group. The plans envisage
that worldwide international business will be combined in the Stuttgart-
based subsidiary Wirttembergische Hypothekenbank (WurttHyp).
WarttHyp will take over the interest in Hypo Real Estate Bank International
(HREI!) in Dublin. With effect from 1 January 2006, the entire international
real estate financing business of HRE! is to be transferred to WirttHyp.
The name of WirttHyp is to be changed to “Hypo Real Estate Bank
International AG”. German financing arrangements of WirttHyp will be
transferred to Hypo Real Estate Bank AG in Munich which, as the second
pillar of the Group, is to be responsible for all domestic business.

The former HREI will continue Capital Markets activities from Dublin as
“Hypo Public Finance Bank” and as a subsidiary of the new Hypo Real
Estate Bank International AG; these activities will be expanded to include
the public finance sector.
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As a result of the restructuring which is expected to be completed in the
first half of 2006, Hypo Real Estate Holding AG will take advantage of the
. flexibility offered by the new Pfandbrief act in Germany. The measures will
result in a considerable strengthening of staff resources at WurttHyp which
has its registered offices in Stuttgart. Overall, the number of persons
employed in the Group will decline from the current figure of approx. 1,260
by approx. 140 to approx. 1,120. Planned net cost savings amount to
approx. EUR 25 million per annum, and these are opposed by one-off
costs of EUR 30 to 35 million. A corresponding provision will be set aside
in the financial statements for 2005. Despite these additional costs, the
earnings forecast for 2005 for the Hypo Real Estate Group has been
retained (consolidated net income before taxes of EUR 400 to 425
million). In the medium term, the Management Board anticipates that the
planned Group structure will have a positive effect on the earnings
situation, and is forecasting consolidated return on equity after taxes of 11
to 12% for 2007 (previous forecast: 10 to 11 %).
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Hypo ImReal Estate

GROUP

Hypo Real Estate Group has reported a strong first half in 2005 and
plans to streamline its Group structure

e Consolidated net income before taxes up 89% to EUR 215
million

* New business of EUR 8.3 billion above expectations

o Real estate financier plans to combine its entire international
business in its subsidiary WiirttHyp after the reform of the
Pfandbrief act

e This will result in greater effectiveness on the markets, lower
complexity in the Group and strong cost savings

¢ Strengthening of Germany as a financial location and also of
Stuttgart

¢ New initiative in public finance from Dublin

e Outlook for 2005 confirmed despite one-off costs due to Group
streamlining, medium-term forecast upgraded

Munich, 10 August 2005 — In the first half of 2005, the Hypo Real Estate
Group has reported strong earnings growth which was fully in line with its
ambitious plans. The Group’s new business of EUR 8.3 billion was above
expectations, as the figure originally budgeted for the full year was approx.
EUR 13.5 billion. The international financier of commercial real estate is
planning far-reaching restructuring for the Group, which will increase its
effectiveness on the markets and will further improve the earnings situation

in the medium term.

Development of Group in H1 2005

In H1 2005, the Group reported net income before taxes of EUR 215 million,
which is equivalent to growth of 89% compared with the equivalent previous
year period (EUR 114 million). After taxes, net income at the six-month
point increased by 92% from EUR 84 million to EUR 161 million. This
figure does not include a deferred tax expense of EUR 17 million from
capitalised losses carried forward. This results (excl. minority interest of
EUR 1 million) in earnings per share of EUR 1.19 (previous-year period:
EUR 0.62). Return on equity after taxes (adjusted by the tax effect)

Hypo Real Estate Group
Corporate Communications
Unséldstr. 2

80538 Munchen
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improved to 7.7% (full year 2004: 4.0%), and is within the target range of 7.5
to 8% for the full year in 2005. This means that the Hypo Real Estate Group

has covered its capital costs.

Operating revenues (the sum of net interest income, net commission income,
net trading income, net income from investments and the balance of other
operating income/expenses) increased by 5.1% in H1 from EUR 414 million
in the previous year to EUR 435 million. Net interest income of EUR 330
million was lower than the corresponding previous-year figure (EUR 346
million), because new business in Q2 was not yet fully interest-bearing. All
other items of operating revenues improved appreciably compared with the

corresponding previous-year figures.

The addition to provisions for losses on loans and advances amounted to‘
EUR 71 million, and accordingly more than halved compared with the
previous-year figure (down by EUR 75 million from EUR 146 million),
which included a pro-rata risk shelter of EUR 65 million provided by HVB
AG to Hypo Real Estate Bank AG.

General administrative expenses of EUR 149 million were roughly in line
with the figure seen in the first half of 2004. Higher operating revenues and a
stable cost situation saw the cost-income ratio improve from 37.7% in 2004
to 34.3%.

The lending volume declined from EUR 99.1 billion as of 31 December 2004
to EUR 95.6 billion, whereby growth in the international portfolio is opposed
by further downsizing of the Germany portfolio. Despite the lower lending
volume, total consolidated assets at the Hypo Real Estate Group amounted to
EUR 153.3 billion as of 30 June 2005, up EUR 5.2 billion compared with the

figure as of 31 December 2004. For instance, stronger trading activities at
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“Capital Markets” resulted in higher trading positions; security purchases

increased the portfolio of investments.

Development in Q2 2005

For the second quarter of 2005, Hypo Real Estate Group reports consolidated
net income before taxes of EUR 113 million (previous-year period EUR 59
million). Consolidated net income (excl. the effects from capitalised losses
carried forward) for the second quarter stood at EUR 83 million (previous
year period EUR 43 million). Excluding minority interest of EUR 1 million
consolidated profit is EUR 82 million.

Information concerning the segments
Hypo Real Estate International

New business at Hypo Real Estate Bank International amounted to EUR 5.9
billion in H1, and EUR 3.6 billion of this figure was attributable to Q2. The
target for the full year is EUR 10 billion. The increasing momentum of new
business shows that the new organisation and sales structure implemented at
the beginning of the year, with the three platforms of Europe, America and

Asia is having an effect and is producing success.

Net income before taxes improved in the first six months by 43.6% from
EUR 94 million last year to EUR 135 million. Operating revenues were
reported as EUR 211 million (+17.9%); it has to be borne in mind that new
business written in the period under review was only partially interest

bearing.

Wiirttembergische Hypothekenbank
Wiirttembergische Hypothekenbank (WiirttHyp) has written new business of
EUR 1.7 billion in H1 2005 (of which approx. EUR 900 million in Q2); this

means that the segment should be able to at least reach its full-year target of
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EUR 2.5 billion. As has been the case in previous years, new business is
attributable almost exclusively to other European countries. The development
in earnings was very positive: Net income before taxes improved by 25% in
the first six months from EUR 32 million in the previous year to 40 million.

Operating revenues improved by 14.3% to EUR 64 million.

Hypo Real Estate Germany

With new business of around EUR 700 million written in the first half (of
which approx. EUR 400 million in Q2), it is already evident that the segment
will outperform the original full-year target of EUR 1 billion in the first full
year after new business was resumed by Hypo Real Estate Bank AG - whilst
complying with the familiar strict risk guidelines. Net income before taxes
was reported as EUR 52 million in H1, compared with EUR -1 million in the
corresponding previous-year period. The strategy of considerably downsizing
the portfolio last year resulted in a 10.5% decrease in operating revenues to
EUR 162 million. However, as a result of the better portfolio quality,
provisions for losses on loans and advances also declined appreciably
(-45.5% to EUR 60 million). As a result of restructuring, general
administrative expenses declined by 25.4% to EUR 50 million.

Future Group structure

In addition, Hypo Real Estate Holding AG has announced plans to
restructure the Group in order to boost its effectiveness in the markets and to
reduce the overall level of complexity in the Group. The plans envisage that
worldwide international business will be combined in the Stuttgart-based
subsidiary Wiirttembergische Hypothekenbank. Instead of three operational
banks, the Group will in future operate its real estate financing business from
only two banks. There will thus be an even greater distinction between
German and international business, as international business in future will be

run from a single entity.
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e It is planned that WiirttHyp will take over the interest in Hypo Real
Estate Bank International in Dublin and

» with effect from 1 January 2006 the entire international real estate
financing portfolio of Hypo Real Estate Bank International will be
transfered to WiirttHyp.

o WiirttHyp will then be renamed Hypo Real Estate Bank International
AG and will be responsible for the worldwide international business
of the Group.

¢ German financing arrangements of WiirttHyp will be transferred to
Hypo Real Estate Bank AG which, as the second pillar of the Group,
will be responsible for all German business.

e The former Hypo Real Estate Bank International will continue
capital markets activities from Dublin under the name “Hypo Public
Finance Bank“ and as a subsidiary of the new Hypo Real Estate
Bank International; these activities will be extended to include public
sector finance. This public finance business will comprise public-
sector lending, infrastructure financing, municipal project financing
and forfeiting.

¢ Hypo Real Estate Holding AG in Munich will continue to act as the

holding company responsible for the overall Group.

Numerous advantages due to restructuring

With the restructuring which is expected to be completed in H1 2006, the
Hypo Real Estate Group will also take advantage of the benefits of the new
Pfandbrief act, which came into force on 19 July 2005. The act will extend
the bank license of WirttHyp and will open up further scope for action
beyond Pfandbrief-based business. Overall, the new structure offers

numerous advantages:
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The combination of international real estate financing business will
again considerably reduce the overall level of complexity in the
Hypo Real Estate Group, reduce duplicated functions and further
accelerate operational processes. The tried-and-tested and powerful
structures of WiirttHyp can be used in future for the entire
international business of the Group. The existing sales structure of
Hypo Real Estate Bank International, with the three platforms for
Europe, Asia and the USA, will be unchanged.

The future Hypo Real Estate Bank International will be able to
combine Pfandbrief-based business and uncovered business. This
will boost effectiveness in the markets — not least on the refinancing
side. |

The structure will allow to offer the entire range of products and
services to international customers from a single source.

There will be a clear and transparent distinction between German
and international business. In addition, there will also be complete
cost and earnings transparency in future with regard to the capital
markets/public finance activities.

With a real estate financing portfolio of EUR 27.2 billion, the new
Hypo Real Estate Bank International will be one of the leading
international players. With shareholders’ equity of EUR 2.3 billion,
and a core capital ratio of approx. 8.3%, it will have a sound capital
base which will permit adequate growth opportunities (pro-forma
figures as of 30 June 2005).

The planned net cost savings from the restructuring amount to
approx. EUR 25 million per annum; these savings are opposed by
one-off costs of EUR 30 to 35 million, and a corresponding

provision will be set aside in the financial statements for 2005.
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Overall, according to plans, the leaner Group structure will result in
the number of persons employed at the Hypo Real Estate Group
declining by approx. 140 from the current figure of approx. 1,260 to
around 1,120 in H1 2006.

Strengthening of Germany as a financial location and Stuttgart

The strengthening of Germany as a financial location and Stuttgart is
demonstrated by the future number of employes at Hypo Real Estate Bank
International. The number of persons employed at the bank with registered
office in Stuttgart will increase worldwide from the current figure of approx.
180 to around 475 as a result of commencing international business and

operational growth.

Changes in the Management Boards of the subsidiaries

The restructuring will also result in changes in the Management Boards of
the subsidiaries of Hypo Real Estate Holding AG. The Management Board of
the future Hypo Real Estate Bank International will consist of Dr. Paul
Eisele (Spokesman), Dr. Robert Grassinger (Deputy Spokesman,
Treasury/Capital Markets), Jirgen Fenk (sales - international platforms),
Manfred Weil (sales “Platform Stuttgart/Wiirtthyp”) and Friedrich Ladda
(portfolio Germany). This team will be enhanced by Frau Bettina von
Scheven, who previously worked at Deutsche Bank in London, and who will
be responsible for risk management no later then from 1 January 2006
onwards. Stephan Bub will be the CEO of the new Hypo Public Finance
Bank in Dublin. The board of this bank will also comprise Tom Glynn
(Deputy CEO, Treasury), Heather Nesbitt (CFO) and James Campbell
(COO/IT). Herr Eckehard Dettinger-Klemm will join the Management Board
of Hypo Real Estate Bank AG as of 1 January 2006, where he will be

responsible for Treasury. Some of these announced appointsments as well as
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separate restructuring measures still have to be approved by the relevant

supervisory authorities.

Forecast for the whole of 2005 and outlook

Despite the additional charges of EUR 30 to 35 million attributable to one-
off costs of the restructuring, the Management Board is confirming its
previous forecasts for the whole of 2005. The Management Board is still
predicting that consolidated net income before taxes will increase to EUR
400 to 425 million, compared with EUR 221 million in 2004, combined with
return on equity after taxes of 7.5 to 8%. On this basis, 2005 will be the first
year that the Hypo Real Estate Group will cover its capital costs ~ two years
sooner than originally planned when the Group was spun off from the HVB

Group in the autumn of 2003.

In the medium term, the planned Group structure will have a positive impact
on the earnings situation of the Hypo Real Esfate Group as a result of the cost
savings, greater growth opportunities and optimisation of the capital ratqu.
For this reason, the Management Board is raising its forecast for return on
equity after taxes in 2007 to a range of 11 to 12%. The previous aim was 10
to 11%.

Georg Funke, Chairman of the Management Board of Hypo Real Estate
Holding AG: “Change and flexibility are key parameters of our Group.
With the new structure, we will take advantage of the opportunities arising
from the new Pfandbrief act in Germany, and will boost the competitiveness
of the Hypo Real Estate Group. The fact that we will combine our
international operations in the future Hypo Real Estate Bank International
will enhance the profitability of our Group. It also shows how Germany as a

financial location can be strengthened by the right political reforms.”
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Press contact:

Oliver Gruss

Phone: +49 (0)89 203007 781

Fax: +49 (0)89 203007 772

Email: oliver.gruss@hyporealestate.com

Notes for editors:

Further information concemning today’s release will be announced in a
telephone press conference with Georg Funke, Chairman of the Management
Board of Hypo Real Estate Holding AG, and Dr. Markus Fell, CFO. Please
contact the Press Department for further details.
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Operating performance (IFRS)

Rule 12g3-2(b), File No. 82-34748

Jincomelexpenses in € million

HREI] WiirttHyp, HREGe Other, HREG
Consoli-
dation
Net interest income
1.1.-30.6.2005 130 63 140 -3 330
1.1.-30.6.2004 111 54 182 -1 346
Provisions for losses on loans and advances
1.1.-30.6.2005 2 9 60 - 71
1.1.-30.6.2004 27 9 110 - 146
Net interest income after provisions for losses on
loans and advances
1.1.-30.6.2005 128 54 80 -3 259
1.1.-30.6.2004 84 45 72 -1 200
Net commission income
1.1.-30.6.2005 60 -4 5 - 61
1.1.-30.6.2004 62 -5 -8 - 49
Net trading income
1.1.-30.6.2005 14 - - - 14
1.1.-30.6.2004 2 - - 2
Net income from investments
1.1.-30.6.2005 5 5 13 - 23
1.1.-30.6.2004 3 7 6 -1 15
General administrative expenses
1.1.-30.6.2005 74 ~ 15 50 10 149
1.1.-30.6.2004 58 15 67 9 149
Balance of other operating income/expenses
1.1.-30.6.2005 2 - 4 1 7
1.1.-30.6.2004 1 - 1 - 2
Operating income/loss
1.1.-30.6.2005 135 40 52 -12 215
1.1.-30.6.2004 94 32 4 -11 119
Balance of other income/expenses
1.1.-30.6.2005 - - - - -
1.1.-30.6.2004 - - -5 - -5
Net income/loss before taxes
1.1.-30.6.2005 135 40 52 12 215
1.1.-30.6.2004 94 32 -1 -11 114
Taxes on income"’
1.1.-30.6.2005 36 2 11 5 54
1.1.-30.6.2004 22 2 30
Net income/loss”
1.1.-30.6.2005 99 38 41 A7 161
1.1.-30.6.2004 72 32 -7 13 84
" Excluding the effects from capitalised losses carried forward
Key ratios
% ]
HREJ}  WiirttHyp HREGe) HREG
Cost-income ratio (based on operating revenues)
1.1.-30.6.2005 35.1 234 309 34.3
1.1.-31.12.2004 37.3 28.4 35.2 377
Return on equity after taxes"
1.1.-30.6.2005 11.7 11.4 4.4 7.7
1.1.-31.12.2004 10.1 9.0 -0.5 4.0

"I Excluding the effects from capitalised losses carried forward




Balance sheet fisures
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|Volume of lending in € millicn

HRE] WirttHyp! HREGe| Other/| HREG
Consoli+
dation
31.06.2005 19,630 20,379 56,739 -1,154 95,594
31.12.2004 17,811 20,518 62,197 -1,414 99,112
[Total assets in_€ million ]
HREG
31.06.2005 153,337
31.12.2004 148,128
Key capital ratios compliant with BIS rules
[Risk-weighted assets in € billion ]
HREI WiirttHyp HREGe HREG
30.6.2005 19.9 10.6 23.0 52.9
31.12.2004 17.3 10.1 24.2 51.0
[Capital ratios in % 1
HREI WiarttHyp HREGe HREG

30.6.2005 9.1 68 8.0 79

31.12.2004" 9.2 7.1 8.4 8.3

") As per approoved annual financial statements

Summary of quarterly financial data
{Hypo Real Estate Group 1
2nd Quarte 3rd Quarte! 4th Quarte 1st Quarte 2nd Quarte!
200, 200 200 200

Operating performance (in € million)

Operating revenues 212 201 220 210 225
Net interest income 180 161 176 165 165
Net commission income 25 35 10 23 38
Net trading income 2 3 ] 7 7
Net income from investments 4 -1 33 1" 12
Balance of other operating income/expenses 1 3 -5 4 3

Provisions for losses on loans and advances 75 75 55 35 36

General administrative expenses 77 80 86 73 76

Balance of other income/expenses -1 -5 -13 - -

Net income/loss before taxes 59 L)l 66 102 113

Net income/loss™ 43 36 48 78 83

Key indicators

Total volume of lending (in € billicn) 105.5 106.2 99.1 96.2 95.6

Risk assets compliant with BIS rules (in € billion) 51.8 52.5 51.0 51.1 52.9

Core capital ratio compliant with BIS rules (in %) 7.9 7.8 8.3% 8.2 7.9

Employees 1,463 1,417 1,311 1,287 1,259

7 Excluding the effects from capitalised losses carried forward
4 As per approved annua! financial statements




Summary of quarterly financial data (cont’d)
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[Hype Real Estate International

]
2nd Quarte| 3rd Quarter]  4th Quarten] 1st Quarteg 2nd Quartej
201, 200, 200, 200 200,

Operating performance (in € million)

Operating revenues 96 97 89 102 108
Net interest income 61 53 60 65 65
Net commission income 30 41 23 29 31
Net trading income 2 3 6 7 7
Net income from investments 3 -2 2 - 5
Balance of other operating income/expenses - 2 -2 1 1

Provisions for losses on loans and advances 16 15 -9 2 -

General administrative expenses 32 38 40 37 37

Balance of other income/expenses - - -1 - -

Net income/loss before taxes 48 44 57 63 72

Net income/loss” 39 34 42 47 52

Key indicators

Total volume of lending (in € billion) 15.9 18.2 17.8 17.9 19.6

Risk assets compliant with BIS rules (in € billion) 15.1 16.8 173 17.8 19.9

Core capital ratio compliant with BIS rules (in %) 9.6 8.7 9.2 10.1 8.1

Employees 464 502 504 499 484

7 Excluding the effects from capitalised losses carried forward

? As per approved annual financial statements

[Wiiritembergische Hypothekenbank ]
2nd Quarteq 3rd Quarter] 4th Quarte! 1st Quarter] 2nd Quarter]
200 200, 200 200 200

Operating performance (in € million)

Operating revenues 27 28 32 32 32
Net interest income 28 28 26 30 33
Net commission income -1 1 -2 -2 -2
Net trading income - - - - -
Net income from investments - -2 g 4 1
Batance of other operating income/expenses - 1 -1 - -

Provisions for losses on loans and advances 4 5 9 3 6

General administrative expenses 7 9 9 8 7

Balance of other income/expenses - - - - -

Net income/loss before taxes 16 14 14 21 19

Net income/loss 16 14 13 19 19

Key indicators

Total volume of lending (in € billion) 19.0 19.5 20.5 20.3 204

Risk assets compliant with BIS rules (in € billion) 9.2 9.4 101 1085 106

Core capital ratio compliant with BIS rules (in %) 7.0 7.5 7.4V 6.8 6.8

Employees 174 173 171 178 179

T As per approved annual financial statements

[Hypo Real Estate Germany ]
2nd Quarte;] 3rd Quarter] 4th Quarter 1st Quarte 2nd Quarte
200, 200, 200, 200 200

Operating performance (in € Triion)

Operating revenues 90 78 99 77 85
Net interest income 91 82 90 72 68
Net commission income -4 -7 -10 -3 8
Net trading income - - - - -
Net income from investments 2 3 22 7 6
Balance of other operating income/expenses 1 - -3 1 3

Provisions for fosses on loans and advances 55 55 55 30 30

General administrative expenses 34 28 31 24 26

Balance of other income/expenses -1 -5 -11 - -

Net income/loss before taxes - -10 2 23 29

Net income/loss™ -6 -3 - 19 22

Key indicators

Total volume of lending (in € billion) 71.5 69.2 62.2 59.2 56.7

Risk assets compliant with BIS rules {in € billion) 27.8 26.9 24.2 234 23.0

Core capital ratio compliant with BIS rules {in %) 7.6 7.7 8.44 7.9 8.0

Employees 784 698 592 560 544

" Excluding the effects from capitalised losses carried forward

2 As per approved annual financial statements
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Financial Highlights

Operating performance | 11-30.6.2005 | 1.1-30.6.2004
Net income/loss before taxes in € million | 215 “ 114
PO
Net income/loss ® in € million ‘ ) 1611 84
Earnings per share® in€ ‘} 119 1 0.62
| i
Key ratios : ‘ 1.1.-30.6.2005 | 1.1.-31.12.2004
. - e |
Return on equity after taxes™ in % ; 7.7 ' 4.0
¥ i
Cost-income ratio (based on operating revenues) in % § 343, 377
L Rl
Balance sheet figures | 3062005 |  3112.2004
Total assets in € billion 153.3 : 1481
Equity {excluding revaluation reserve) in € billion § 4.4 i 43
Key capital ratios compliant with BIS rules ‘ 30.6.2005 31.12.2004
Core capital in € billion | 4.2 L 4.22
Equity funds : in € billion ! 6.2 i 6.12
Risk assets in € billion | 52,9 1 51.0
g T |
Core capital ratio ) in % ! 79| 8.32
Equity funds ratio in% | 1.2 | 1172
| i
' 4
Personnel . ; 30.6.2005 ;  31.12.2004
Employees 1,259 :‘ 1,311
Portfolio figures 30.6.2005 | 3112.2004
Volume of international real estate financing in € billion lf 28.6 | 26.3
Volume of German real estate financing in € billion Jl 32.8 E 33.4
[ |
Volume of public financing in € billion § 630 ! 66.3
1 Excluding the effects from capitalised losses carried forward 2 As per approved annual financial statements
Ratings as of 2 June 2005
Moody's S&P Fitch Ratings
Hypo Real Estate Bank International puc
Long-term/short-term/outlook A3/P-2/Positive A-/A-2/Stable -
Wiirttembergische Hypothekenbank AG
Long-term/short-term/outlook A2/P-1/Stable A-/A-2/Stable -
Hypo Real Estate Bank AG .
Long-term/short-term/outiook A3/P-2/Stable BBB/A-3/Positive 8BB/F3/Positive

Due to rounding, numbers presented throughout this document may not add up precisely to the totals pro-
vided and percentages may not precisely reflect the absolute figures.
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2 Letter from the Management Board

Dear shareholders,

In the first six months of 2005, the Hypo Real Estate Group has reported sound
earnings growth which is fully in line with our expectations. This is applicable for
the overall and also for all three operational entities. With consolidated six-month
net income before taxes of €215 million, we are making good progress towards
attaining our target of €400 million to €425 million for the full year. It is thus very
likely that this year will be the first time that we will cover our capital costs of
7.5% to 8% after taxes.

A particularly welcome aspect is that new business has picked up pace strongly
compared with the first three months. Accordingly, Hypo Real Estate International
generated a volume of around €5,9 billion in the first half, and of this figure €3.6
billion was attributable to the second quarter. Our aim of generating new business
of €10 billion in the full year is accordingly more than realistic in this context. It
is also apparént that the new organisation and sales structure of our international
business, which we installed at the beginning of this year, is now taking effect and
showing success.

The business segment Wiirttembergische Hypothekenbank is also making good pro-
gress in terms of new business: With a volume of €1.7 billion achieved in the first six
months, we should at least be able to meet our target of €2.5 billion for the full year.

In Germany, where we have been writing new business only since the autumn of 2004
following the early completion of the restructuring process, the business segment
Hypo Real Estate Germany generated a volume of €0,7 billion in the first half; this
means that we will exceed our original target of €1 billion for the full year — in full
compliance with the accustomed strict risk guidelines. Hypo Real Estate Bank AG
has accordingly been able to rapidly establish confidence among investors and -
strengthen its position as a major player on the German real estate financing market.

The operational progress achieved at Hypo Real Estate Germany has also been re-
cognised by the leading rating agencies. Standard & Poor’s changed its outlook for
Hypo Real Estate Bank AG at the beginning of April 2005 from stable to positive; at
the beginning of June, Moody’s followed by upgrading its long-term rating from Baa1
to A3 with a stable outlook. This recognised the improved margin situation, capital
backing and efficiency of the bank. These ratings will help us to further improve the
refinancing conditions of Hypo Real Estate Bank AG.
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Letter from the Management Board O3

In the second quarter, the Hypo Real Estate Group also strengthened its position as
a leading international financier of large-volume commercial real estate, and further
increased its internal efficiency. A further step in the direction of simplifying the
structure is the delisting of Wiirttembergische Hypothekenbank by a squeeze-out,
pursuant to a resolution of the Annual General Meeting of the Stuttgart-based sub-
sidiary on 12 May 2005. As part of this procedure, the minority shareholders of
Wiirttembergische Hypothekenbank, who recently held less than 3 % of the company’s
share capital, have received a cash settlement. The squeeze-out has since been entered
into the commercial register.

The Annual General Meeting of Hypo Real Estate Holding AG was held on 20 May
2005; this was the second Annual General Meeting following the spin-off of the
company from the HVB Group in the autumn of 2003. All proposed resolutions on
the agenda were adopted with a great majority. The Management Board would like
at this point to again thank all shareholders for the confidence which they have
shown in the company. We shall continue to do our utmost to justify this confidence.

One of the adopted items on the agenda comprised the conversion of 3.64 million
preference shares with no voting rights, all of which were owned by the Bayerische
Landesstiftung and which were not listed, into ordinary shares with voting rights.
The ordinary shares which arose as a result of the conversion were initially admitted
to trading on 29 June 2005. This measure has further improved the image of our
company on the capital market. The market capitalisation has increased by around
2,8 % as a result of the new ordinary shares being admitted to trading; Hypo Real
Estate Holding AG now also has share capital with a uniform structure.

Dear shareholders, on many occasions, we have emphasised that flexibility and
change are key parameters of our Group. We do not simply take action for the sake
of doing so, but we also do not make the error of not taking advantage of opportuni-
ties which might increase our competitiveness. ’

Such an opportunity presents the new Pfandbriefgesetz which came into force in
July of this year. This new law will enhance the traditional mortgage banks’ banking
licence in a way which will open up new scope for action in addition to Pfandbrief-
based business. We are now able to combine our international lending business,
which was previously handled by Hypo Real Estate Bank International in Dublin and
also by the Stuttgart-based Wiirttembergische Hypothekenbank, in a single legal
entity — namely Wiirttembergische Hypothekenbank. This means that by a relevant
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reorganisation will be an even greater distinction in future between German and
international business on the one hand, and between real estate finance and public
finance/capital markets on the other hand in the Hypo Real Estate Group. Our
Capital Markets entity will remain in Dublin, and we will expand this entity in future
to include a public finance sector, in other words, products and services related to
this sector. ‘

It is envisaged that Wiirttembergische Hypothekenbank will take over the interest in
Hypo Real Estate Bank International and with effect from 1 January 2006, the entire
international real estate financing portfolic of Hypo Real Estate Bank International
will be transferred to Wiirttembergische Hypothekenbank. Wiirttembergische Hypo-
thekenbank will then be renamed Hypo Real Estate Bank International AG, located
in Stuttgart, and will be responsible for world-wide international financing business
of the Group. The German financing portfolio of Wiirttembergische Hypothekenbank
will be transferred to Hypo Real Estate Bank AG in Munich, which will be responsible
for all domestic business as the second pillar of the Group. The existing Hypo Real
Estate Bank International in Dublin will be a subsidiary of the new Hypo Real Estate
Bank International in Stuttgart and will be responsable for continuing the Capital
Markets Business as “Hypo Public Finance Bank”. Hypo Real Estate Holding AG in
Munich will retain its function as the holding company responsible for Group
management. Our aim is to complete the entire restructuring process in the first
six months of next year.

The new structure will provide our Group with numerous advantages:

= We will be able to again significantly reduce complexity in the Hypo Real Estate
Group and minimise duplicate functions. Our processes in operational business
will accelerate further. The powerful structures of Wiirttembergische Hypotheken-
bank will be utilised for the entire international lending business of the Group.

x The future Hypo Real Estate Bank International will be able to combine Pfand-
brief-based business and unsecured business. This will boost our strength in
the markets, not least in terms of refinancing, which is a particularly important
aspect for us. .

» There will be a clearer and more transparent distinction between German and
international lending business. In addition, there will also be complete cost and
earnings transparency for Public Finance/Capital Market activities.
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s The new Hypo Real Estate Bank International will be one of the leading inter-
national players, with a real estate financing portfolio of €27.2 billion (pro-forma

basis as of 30 June 2005). With shareholders’ equity of € 2.3 billion, it will have
a sound capital base which will offer attractive opportunities for further growth.

According to current planning, the leaner Group structure will result in the number of
persons employed in the Hypo Real Estate Group being reduced from the current figure
of 1,259 by approx. 140 by the first six months of 2006. The head-count reduction in
Dublin will be opposed by a slight increase in the number of persons employed at
the future Hypo Real Estate Bank International at Stuttgart location. The planned net
cost savings resulting from the restructuring process will be around € 25 million per
annum, and this has to be viewed within the context of one-off costs of 