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Executive Summary (1/2) I8IPETRUSADVISERS

® Petrus Advisers have — with external help — analysed the salary, bonus and pension cost structure of Aareal’'s German
banking operations® — only for this part of the group we estimate cost savings potential of €20-37 million

® Key issues identified include:
o Leadership structure
® Too many leadership levels (especially the General Managing Director level) and too many management roles
® Eliminating one leadership level will result in savings that we estimate at €3-5 million per year
e Oversized and overpaid Management Board
® Aareal's Management Board has 6 members with individual compensation significantly above benchmark

® \We estimate savings potential of €4-6 million per year from reducing the number of members to 3-4 and aligning
compensation more with benchmark levels

e Compensation levels
® At€149k / employee, Aareal Bank®) boasts the highest average salaries of any German bank we have analysed®

® Areduction by 10-20% would result in savings of an estimated €14-27 million per year or €10-21 million excluding the
Management Board savings

(1) Defined as Aareal Group excluding Aareon AG, German part only.
(2) 2018 data; 2017 data used for pbb. 2



Executive Summary (2/2) I8IPETRUSADVISERS

o Excessive pension cost

® Especially the Management Board has excessive pension rights (yearly contribution representing 15% of total fixed

salary plus full target bonus (even if the bonus is not fully achieved) and a guaranteed 4% annual yield on such
contributions)

® \While it is difficult to analyse the total pension situation at Aareal outside-in, expert discussions suggest an estimated
€3-5 million cost savings potential per year

® [n addition, we believe there is a very substantial capital gain opportunity of €30-50 million from hiving off a portion of
the pension liability to dedicated service providers

Annual Savings Potential (€m) Low High
o Leadership Structure 3 5
e Mgt Board Size & Compensation 4 6
e Bank Compensation Level 10 21
o Pension Cost 3 5

Total 20 37

® While we appreciate that our work had to be performed outside-in, the results point to significant remuneration
issues also below the Management Board level

We therefore recommend an independent review of Aareal Bank’s leadership structure, compensation
structure and level as well as in particular the pension system for German employees be undertaken




€ Lcadership Structure: Too Many Chiefs...
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® Aareal Bank has too many leadership levels (F3 — GMD and E3 — E1) and too many very senior roles —
especially the GMD and F1 level add complexity and high cost

® Organisations of Aareal‘s size do typically not have a GMD level
® Eliminating one leadership level would in our view save some €3-5 million

Leadership Structure of Aareal Bank AG (2018 Organizational Chart)
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® Oversized and Overpaid Management Board
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By reducing the number of Management Board members to 3-4 and aligning its compensation
closer to peers, we estimate a savings potential of €4-6 million per year

There Is a ~€7 million Cost Saving Potential on Alignment of
Remuneration and Size of Management Board (€m)

Management Board Compensation: Aareal vs pbb

Total Management Board Avg. Management Board
Remuneration Excl. Remuneration / Member
Pensions (€m) Excl. Pensions (€m)

No. of Management
Board Members

10.4

Aligning remuneration
of the remaining 4
Management Board
members with pbb
would lead to c. €4.2
million of savings

3.1

Aareal pbb Aareal pbb (2019A) Aareal pbb 2019A Management Reduction in Remuneration Benchmark
(2019A)  (2019A) (2019A) (2019A)  (2019A) Board Remuneration Management Board Alignment with pbb Management Board
Size Remuneration

Source: Aareal, pbb 5



® Oversized Average Compensation Levels at Aareal Bank
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® At €149k / employee, Aareal Bank AG‘s(D) average compensation (Germany organisation excluding
pension benefits and other benefits) is the highest amongst all German banks in our ranking

® A 10-20% reduction (to be achieved over time) — which would take Aareal closer to benchmark — suggests
a cost savings potential of some €14-27 million® or €10-21 million considering the Management Board
savings potential

Benchmarking of Average Cost Per Employee Across Peers (Wages and Salaries Only, in €k, 2018A)

Aareal Bank Deutsche DZ Bank BayernLB Unicredit Bank APO-Bank Commerzbank NRW Bank LBBW NordLB HASPA
AG (Germany) Bank AG AG e.G.

m Average Compensation per Employee (excl. pension & other benefits)

(1) Aareal Bank defined as the German employees of Aareal group excluding Aareon AG.

(2) Assuming c. 880 relevant employees in the German banking operation of Aareal Bank and c. 20% part-time workers.

(3) Excluding Postbank.

Source: Annual reports; Aareal Bank AG (2018); BdB; BVR; DSGV; VOB / Total annual compensation = fixed and variable compensation excluding pension and other benefits (e.g. company cars, etc.)



@ Aareal Bank's Overly Generous Pension Plans Offer Savings

Potential of at Least €3-5m
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® Aareal has a legacy of numerous defined benefit and define contribution plans

® While from outside-in, transparency on Aareal‘s pension cost situation is limited, it appears that a significant cost savings potential exists

® An overview of the pension cost / provisions of the Management Board demonstrates that the total cost is not only related to annual pension
cost / contribution but to a large extent to the valuation of the underlying pension claims:

2020 PAONRS)
H. Merkens 0.9 1.9 1.0 115% 0.8 2.3 15 191%
M. Hel3 0.6 0.9 0.2 37% 0.5 0.8 0.2 45%
D. Knopek 0.4 0.7 0.3 63% 0.4 0.8 0.4 97%
C. Kunisch-Wolff 0.6 0.8 0.2 38% 0.5 0.8 0.4 80%
T. Ortmanns 0.4 1.3 0.8 194% 0.6 1.6 1.0 180%
C. Winkelmann 0.7 1.6 0.9 129% 0.5 1.4 0.9 182%
Total 3.6 7.1 35 96% 3.2 7.7 4.5 137%

® The total defined benefit scheme alone cost shareholders €82 million in 2019 and €61 million in 2020 (service cost + net interest cost +
revaluation) and that over the last 5 years has accumulated to €219 million

® Two additional factors stand out at Aareal’s pension offering to its Management Board members:
(1) Annual claim represents 15% x (total fixed salary + full target bonus) — even if such bonus target is not fully achieved
(2) Guaranteed 4% vyield per year on such contributions

® Following discussions with pension experts / actuaries, we believe a savings potential of at least €3-5 million per year exists for Aareal
Bank's® German operations

® |n addition, a significant capital gain of €30-50 million could be achieved by hiving off selected parts of the pension obligations to dedicated
service providers

(1) Aareal Group excluding Aareon AG.
Source: Aareal annual report 7



Disclaimer
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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).

The information included within this presentation and any supplemental documentation provided are based on publicly available information
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.

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 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.



