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Executive Summary

Footnotes: (1) Per 19 November 2020; (2) Aareal Group excluding Aareon AG, herewith “Aareal Bank”);  (3) Euro 1,134 million per 19 November 2020 as per FactSet; (4) I.e. excluding any impact 

from Aareon AG.

⚫ Aareal Bank AG (‘Aareal’) is a boutique lender to the commercial real estate industry with total assets (2019) of Euro 43 billion and a current market 

capitalization of Euro 1,134 million(1)

⚫ Areal Bank(2) has not been able to find answers to the challenging market environment of low interest rates and increasing regulatory pressures 

⚫ Earnings have consequently been dropping since 2015 as cost measures have not been able to offset lower revenues from its core lending

business

⚫ Underlying assets have also dropped by some 3.7% per year since 2015

⚫ General provisions taken in 2020 will lead to only barely positive or even negative net income this year

⚫ Aareal has a tradition of overpaying its staff – especially top management and the supervisory board

⚫ Between 2015 and 2019 period, the management board has taken home Euro 12 to 19 million per year 

⚫ The supervisory board makes c. Euro 1.5 million per year

⚫ Over the past five years, the two boards have cost nearly Euro 80 million or c. 7% of the current market capitalization(3)

⚫ Compensation targets appear to have been adjusted downwards, so they are achievable even with lower profits

⚫ The CEO’s bonus target achievement was 100% to 135% in 2015-2019 despite Aareal group net income declining in 4 of those 5 years

⚫ Total Shareholder Returns and compensation are out of sync

⚫ The high compensation levels are excessive and unethical and multiple times higher than any relevant peer in Germany or Austria

⚫ Compared to its size and complexity (e.g. measured by total assets) and profitability (i.e. net income), Aareal pays multiple times the compensation 

levels of peers (3-30x) – compared to its closest peer pbb the factor for 2019 was 4-5x

⚫ While no final bonus decision for 2020 has been taken yet, Aareal has made provisions assuming a target achievement of 100% for 2020

⚫ We demand compensation restrained and disciplined

⚫ Zero bonus for 2020 in light of worst-in-class performance and a year when shareholders received no dividend

⚫ Recovery only allowed after a sustainable post-tax RoE of 8-10% is achieved by Aareal Bank(4) (excluding release of Covid provisions)

⚫ Board must evaluate how to recover past compensation for it is obvious that reckless risk-taking has occurred

⚫ Aareal to reduce the number of members of both the management board and supervisory board
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A History of Declining Earnings

Operating Profit Evolution (€m) Net Income Evolution(3) (€m)

Net Income has declined at a 38% CAGR from 2015 to 2020, double the rate of pbb

Footnotes: (1) 2020E based on FactSet consensus as of 19th Nov 2020; (2) Aareal Group excluding Aareon AG per Aareon’s audited accounts, small delta driven by reconciliation of the accounts; (3) Post minorities and AT1 

expense; 4) 2015A and 2018A for Aareal has been adjusted for badwill of EUR 150m and EUR 55m respectively, net income adjusted using effective tax rate of 21.5% and 29.3%; (5) Adjusted for Badwill.
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A History of a Declining Share Price

Source: Factset (as of 19-Nov-2020)
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A History of Managing For No Growth

⚫ Aareal has been a niche boutique lender with a focused business model

⚫ It has not found a way to grow and develop a viable business model

(1) 2020E based on FactSet consensus as of 19th Nov 2020. 

Source: Aareal Bank annual reports; FactSet
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The Result: Value Destruction Leads to a Negligible Market Capitalisation

Source: Factset (as of 19-Nov-2020)

2015 – 2020 YTD Aareal Market Cap vs. Peers (€m)
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A Tradition of Fat Cat Banker Pay…

2015 – 2019 Management Board Compensation (€m) 2015 – 2019 CEO Compensation (€m)

⚫ Aareal’s decaying performance has not been reflected in compensation discipline

⚫ Management compensation has in fact continued to increase, reaching astronomic levels

Source: Aareal Bank annual reports
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Management’s Incentives Not Aligned with Shareholder Value Creation  

2015A – 2020E CEO Target Achievement vs Reported Group 

Net Income Growth

⚫The management team has profited from consistently portraying failure as success

⚫The CEO example below shows how profitability and targets have differed 

Footnotes: 1) As defined by remuneration committee: 
𝑡𝑜𝑡𝑎𝑙 𝑣𝑎𝑟𝑖𝑎𝑏𝑙𝑒 𝑐𝑜𝑚𝑝𝑒𝑠𝑎𝑡𝑖𝑜𝑛

𝑡𝑜𝑡𝑎𝑙 𝑣𝑎𝑟𝑖𝑎𝑏𝑙𝑒 𝑐𝑜𝑚𝑝𝑒𝑛𝑠𝑎𝑡𝑖𝑜𝑛 𝑎𝑡 100% 𝑡𝑎𝑟𝑔𝑒𝑡 𝑎𝑐ℎ𝑖𝑒𝑣𝑒𝑚𝑒𝑛𝑡
; 2) 2020E based on Factset consensus as of 19th Nov 2020; 3) Represents 100% provision for bonification as per Q3 2020 

conference call; 4) As of 19th November 2020.

Source: Aareal Bank annual reports; FactSet
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…with the Supervisory Board Sharing in the Feast …

2015 – 2019 Supervisory Board Compensation (€’000) 2015 – 2029 Chairwoman Compensation (€’000)

⚫ The cost to shareholders of Aareal’s supervisory board has remains excessive

⚫ Not included below are costs for the personal assistant and office of the Chairwoman as well 

as at least one senior manager in charge of supporting her / the Supervisory Board

Source: Aareal Bank annual reports
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…Resulting in More Than €20m Pay to the Boards in 2019

Marija Korsch’s leadership has allowed the two boards to rack up cumulative costs of ~€80m in 5 

business years or c. 7% of the current market capitalisation(1)

(1) Euro 1,134 million per 19 November 2020 as per FactSet.

Source: Aareal Bank annual reports
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Aareal’s Compensation is a Sign of Reckless and Unethical Culture 

2018-2019 Management Board Compensation

(Incl. Benefits, Paid) / Net Income

2018-2019 Management Board Compensation

(Incl. Benefits, Paid) / Total Assets

⚫ Aareal affords a pay bonanza. In 2019, it was ~4-5x higher than its direct peer pbb

⚫ With 100% bonus achievement provisioned for 2020, we expect this relative gap to significantly 

increase

(1) Aareal Group excluding Aareon AG per Aareon’s audited accounts.

Source: Annual Reports, FactSet
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A Comparison with German Landesbanken Demonstrates Aareal’s

Excessive Pay and Unethical Culture

2018-2019 Management Board Compensation

(Incl. Benefits, Paid) / Net Income

2018-2019 Management Board Compensation

(Incl. Benefits, Paid) / Total Assets

Footnotes: (1) Aareal Group excluding Aareon AG per Aareon’s audited accounts; (2) Adjusted to exclude one-off post-employment benefits.

Source: Annual Reports
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Oversize Boards Relative to Aareal’s Size

Number of Management and Supervisory Board Members Total Assets (EUR bn) per Management Board Member

Source: Annual Reports, FactSet
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This document is issued by Petrus Advisers Ltd. (“Petrus”) which is authorised and regulated by the Financial Conduct Authority (“FCA”).  It is only directed 

at those who are Professional Clients or Eligible Counterparties only (as defined by the FCA).   Securities will only be offered for purchase or sale pursuant to 

the term sheet which must be read in their entirety. 

The information included within this presentation and any supplemental documentation provided is confidential and should not be copied, reproduced or redistributed 

without the prior written consent of Petrus. The information and opinions contained in this document are for background purposes only and do not purport to be full or 

complete and do not constitute investment advice.  No reliance may be placed for any purpose on the information and opinions contained in this document or their 

accuracy or completeness. No representation, warranty or undertaking, expressed or implied, is given as to the accuracy or completeness of the information or opinions 

contained in this document.

Investment information   Any investment with Petrus should form part of a diversified portfolio and be considered a long term investment. Past performance should not 

be used as a guide to future performance, which is not guaranteed. The value of an investment and any income from it fluctuate and therefore an investor may not get 

back the amount invested. Prospective investors should be aware that returns over the short term may not match potential long term returns and should always seek 

independent financial advice before making any investment decision. 

Risks involved   Currency movements may affect both the income received and the capital value of investments in overseas markets. Where a fund or strategy invests in 

fast growing economies or limited or specialist sectors it may be subject to greater risk and above average market volatility than an investment in a broader range of 

securities covering different economic sectors.

Detailed information can be obtained from Petrus Advisers Ltd., 100 Pall Mall, London, SW1Y 5NQ; or by telephoning 0207 933 88 08 between 9am and 5pm Monday to 

Friday; or by visiting www.petrusadvisers.com. Telephone calls with Petrus may be recorded. 

This presentation therefore does not constitute an offer, invitation or inducement to distribute or purchase shares or to enter into an investment agreement by Petrus in 

any jurisdiction in which such offer, invitation or inducement is not lawful or in which Petrus is not qualified to do so or to anyone to whom it is unlawful to make such offer, 

invitation or inducement. 

Investors should take their own legal advice prior to making any investment. In particular, investors should make themselves aware of the risks associated with any 

investment before entering into any investment activity. The information contained in the presentation shall not be considered as legal, tax or other advice. All information 

is subject to change at any time without prior notice or other publication of changes.
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