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Key Indicators

1Jan- 31 Dec 2021 IBIXXE] 31Dec 2021
Results Moody’s
Operating profit (€ mn) 239 1565 Issuer rating A3 A3
Consolidated net income (€ mn) 153 68 Senior Preferred A3 -
Consolidated net income allocated Bank deposit rating A3 A3
to ordinary shareholders (€ mn)?" 138 53 Outlook negative negative
Cost/income Ratio (%)? 40.3 49.9 Mortgage
Dividend per share (€ )? — 1.60 Pfandbrief Rating Aaa Aaa
Earnings per ordinary share (€)" 2.32 0.89
RoE before taxes (%)" 7.9 5.3 Fitch Ratings
RoE after taxes (%) 5.0 21 Issuer default rating BBB+ BBB+
Senior Preferred A- A-
Senior Non Preferred BBB+ BBB+
m 31 Dec 2021 Deposit ratings A- A-
Outlook negative negative
Statement of financial position
Property finance (€ mn) 30,901 30,048 Sustainability
Equity (€ mn) 3,258 3,061 ratings®
Total assets (€ mn) 47,331 48,728 MSCI AA AA
ISS-ESG prime (C+) prime (C+)
Regulatory indicators? CDP Management Awareness
Basel IV (phase-in) Level B Level C
Risk-weighted assets (€ mn) 12,782 12,817
Common Equity Tier 1 ratio Share price
(CET1 ratio) (%) 19.3 18.2  XETRA® closing price (€) 33.06 28.70
Tier 1 ratio (T1 ratio) (%) 21.7 20.5
Total capital ratio (TC ratio) (%) 24.0 23.6
Basel Il
Common Equity Tier 1 ratio
(CETH1 ratio) (%) 19.3 22.2
Employees 3,316 3,170

' The allocation of earnings is based on the assumption that net interest payable on the AT1 bond is recognised on an accrual basis.
2 Structured Property Financing and Banking & Digital Solutions segments: in line with common practice in the banking sector, bank levy and contributions to the deposit

guarantee scheme are not included.

3 There are no plans to distribute any dividends, in line with the strategy for 2023. On 31 August 2022, the Annual General Meeting had resolved not to distribute any dividends
for the 2021 financial year. In compliance with the requirements published by the European Central Bank (ECB) on 15 December 2020, the Bank distributed € 0.40 per share in

2021 for the 2020 financial year.

4 31 December 2021: excluding originally proposed dividend of € 1.60 per share in 2022 for the financial year 2021, including the dividend of € 1.10 per share not distributed in

2021 as well as the pro rata temporis accrual of net interest on the AT1 bond.

31 December 2022: including originally proposed dividend of € 1.60 per share in 2022 and pro rata temporis accrual of net interest on the AT1 bond, excluding profits for
2022 under commercial law. There are no plans to distribute any dividends, in line with the strategy for 2023. The appropriation of profits is subject to approval by the

Annual General Meeting.

The SREP recommendations concerning the NPL inventory and the ECB’s NPL guidelines for the regulatory capital of new NPLs and an additional voluntary and preventive
capital deduction for regulatory uncertainties from ECB tests were taken into account.
Adjusted total risk exposure amount (as defined in Article 92 (3) CRR — RWAs), in accordance with applicable law as at 31 December 2022 (CRR Il) and applying the partial
regulation for the “output floor” in connection with commercial property lending and equity exposures, based on the European Commission’s proposal dated 27 October 2021
for implementation of Basel IV. The adjusted risk-weighted exposure amount for commercial property lending and equity exposures is determined using the higher of (i) total
RWAs calculated in accordance with CRR Il currently in force, and (i) the figure calculated in accordance with the revised CRSA (pursuant to CRR ll), applying the transitional

provisions for 2025 (50% output floor). This forms the basis for the development of Basel lll ratios during the 2022 financial year, as shown; said ‘higher-of’ comparison was not
carried out in this respect as at 31 December 2021.
9 Please refer to our website (www.aareal-bank.com/en/responsibility/reporting-on-our-progress/) for more details.
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Image concept

3DELUXE: the architects breaking with conventional perspectives

Building the future requires new design ideas for living
and working space.

Only a few architectural firms around the world consistently centre their
work around their visions. Among them is a group of professionals head-
quartered in Wiesbaden — just like Aareal Bank. The 40 architects working
at 3DELUXE develop impressive and multi-award-winning studies and
projects that deliberately break with conventional perspectives. They also
focus on interconnectivity and sustainability — for modern urban develop-
ment, ground-breaking office buildings, and flexible residential structures.

We are publishing this year’s Annual Report under the motto “Building
your tomorrow”, which verbalises our aim to enter into dialogue with the \
pioneers of our future — a good reason for letting the visions of SDELUXE
inspire the image concept of this Annual Report.

)\ 8
3deluxe.de }

Our online Annual Report:
ar2022.aareal-bank.com
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https://ar2022.aareal-bank.com
https://ar2022.aareal-bank.com
https://www.3deluxe.de
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Aareal Bank Group has helped its clients achieve success
for 100 years. The calling has remained the same since
day one: Aareal Bank Group’s mission is to be not only a
property lender and provider of products and services, but
also to advise clients and help them find their way.

ince it was founded in July 1923 as Deutsche Wohn-

statten-Bank AG, Aareal Bank Group has never stopped

evolving. Whilst Deutsche Wohnstétten-Bank AG initially
focused on granting housing construction loans after the First
World War, Aareal Bank developed into one of the leading inter-
national property specialists over the course of its long and rich
history, opening up new business areas and markets along the
way. Today, Aareal Bank Group offers financing across three con-
tinents, traditional banking services and software products for
the property sector and related industries.

Moreover, Aareal Bank is an active issuer of Pfandbriefe and
bonds on the capital markets. Deposits, from the housing industry
in particular, are an additional source of funding.

The Bank's purpose has remained steadfast for 100 years: to
serve the property and housing industry as a reliable and flexible
partner. The belief in “building your tomorrow” is just as true
today as it was on day one.

Being able to actively shape the future requires extensive knowl-
edge of market connections, a cross-sector perspective and a
solid grasp of the challenges that clients are facing, predicated
on a holistic, long-term way of thinking and — more importantly —
curiosity, know-how and the willingness to change. It also calls
for the courage to point out opportunities and risks, and to
develop and action pioneering ideas.

Years Building
Your Tomorrow

Skills and passion

Since its founding, Aareal Bank Group’s most important capital
has been its employees. It is their dedication and individual
experiences that determine whether we succeed at the mission
we have set for ourselves. Their skills and passion have been
the cornerstone of our success for 100 years.

That is why personnel planning, recruitment and development
are so important at Aareal Bank. The Bank champions a value-
based culture and diversity, with employees from 45 different
countries working together with mutual trust and respect.

Clear sense of direction

Over the past century, Aareal Bank Group has successfully
mastered a great many challenges. A clear sense of direction
and continuous innovation are what it takes to overcome the
challenges facing the property, housing and energy sector

right now; there is no shortage of disruptive change and trans-
formation ahead. The city of tomorrow has new expectations
and habits in store, calling for new services and business models.
It also holds new opportunities and prospects. In this rapidly
changing world, Aareal Bank Group is there for its clients with
its pioneering solutions, standing at their side as a reliable partner
with a century of experience.
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Aareal Bank Group

Aareal Bank Group, headquartered in Wiesbaden, was founded
100 years ago and has since become a leading international
property specialist. The Bank uses its expertise to identify trends,
challenges and opportunities at an early stage, and to exploit
them for the benefit of its stakeholders.

Today Aareal Bank Group offers financing across three conti-
nents, traditional banking services and software products for the
property sector and related industries. It is the lead bank to

the German housing industry and supports international clients
in more than 20 countries.

Aareal Bank Group’s business strategy focuses on sustainable
business success, with environmental, social and governance
aspects as an integral part of this strategy. Aareal Bank AG
comprises the business segments Structured Property Financing,
Banking & Digital Solutions, and Aareon.

Structured Property Financing

The Structured Property Financing segment encompasses all of
Aareal Bank Group’s property financing and funding activities.

Here, the Bank supports its clients in making large-volume com-

mercial property investments. The investment properties mostly
comprise office buildings, hotels, shopping centres, logistics and
residential property, as well as student apartments.

Aareal Bank’s lending business is refinanced through Pfand-
briefe and bonds. Adding to this are deposits from the German
housing industry, institutional money market investors and
private customers, the latter being raised by way of a trust model.

Jochen Klosges

Banking & Digital Solutions

In the Banking & Digital Solutions segment, Aareal Bank Group
supports businesses from the housing, property management
and energy industries as a digitalisation partner — combining
extensive advisory services and product solutions with traditional
corporate banking services and deposit-taking.

Aareon

The Group’s subsidiary Aareon, the leading supplier of software
as a service (SaaS) for the European property sector, represents
the third business segment. It is digitalising property management
by offering user-oriented software solutions that simplify and
automate processes, support sustainable and energy-efficient
operations and interconnect all process participants.

Explore the 100-year history of

Aareal Bank Group and learn about

its key milestones.

Chairman of the Management Board

Aareal Bank
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https://100jahre.aareal-bank.com/en/
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The future belongs to the city — Covid-19 and slowing
urbanisation in the West have not changed that. But far-
reaching changes are needed to maintain the quality

of life in urban areas, changes that will impact on business
models in the property, housing and energy sectors.

c ities account for roughly half of the world’s population.
The United Nations has forecast that this figure will
even rise to around 70% by 2050. The European Union
and the USA reached that level of urbanisation long ago, with

75 to 83 % of the population currently living in urban areas, and
rising daily.

Cities in transition

This has left infrastructure in many cities stretched thin. Cities
not only have to provide additional space for people to live, work
and gather, but also upscale transportation and energy systems
to cope with the growing number of residents. Last but not least,
as standards of living increase, they also have to accommodate
higher expectations about individuality, mobility, digitalisation
and sustainability.

At the same time, the way that people work and live together is
changing. Things like online shopping and the shift to remote
working are giving rise to new habits and expectations, as is the
rising demand for smaller homes and the growing importance of
the sharing economy. Moreover, as the average age of the popu-
lation increases, there is a need for new utilities, health care and
community structures. All the while, meeting global sustainability
targets poses completely new challenges for city and property
planning.

Why does career mean more than
just work to us? Click here to find

out what sets us apart and how we can
grow together.

Looking for a fresh approach

Cities are finding themselves in an unparalleled transformation
process. They have to be greener and healthier, safer and smarter,
less centralised and more social. New terms are constantly
emerging to describe the latest city planning concepts, like “15

» o«

minute city”, “vertical villages” and “third places”, or “responsive

» o«

city”, “urban manufacturing” and “urban farming”.

One thing is certain: the city of tomorrow will be entirely differ-
ent from the city of today. Profound change is taking place —
virtually across the board. New concepts are needed for energy,
telecommunications, mobility, shopping, culture and sports,
education and waste management, just to name a few.

Bettina Graef-Parker

Managing Director Special Property Finance

Aareal Bank
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https://www.aareal-bank.com/en/your-perspectives-at-aareal-bank/what-sets-us-apart

René Steurer

Managing Director Group Strategy

Aareal Bank

The city as a driving force

The fact that cities only account for two per cent of the earth’s
surface but consume 75 % of globally required energy demon-
strates just how urgently these new concepts are needed. Design-
ing cities in a climate-neutral way would be a critical contribution
towards achieving the 1.5-degree target adopted by the inter-
national community.

However, that would mean that the buildings in cities would need
to decarbonise significantly because buildings are responsible
for roughly 40 % of all greenhouse gas emissions globally, three
quarters of which are emitted during operations. Making build-
ings as climate-neutral as possible requires tremendous investment
in renovation and reconstruction, and poses great challenges
that property owners and banks will only be able to overcome
by working hand in hand. But if those buildings are left with-
out energy upgrades, it could cause a massive blow to property
values.

Putting business models to the test

All these changes also impact on the business models of
companies active in the property, housing and energy sectors.
The services they offer all have to accommodate the profound
transformation taking shape in cities.

Property investors need to figure out what asset classes have

a promising future in the city of tomorrow and which property
concepts will have traction within those asset classes. Do office
buildings have to be reconceived entirely? Do hotels and shopping
centres need to reinvent themselves? And what requirements
do residential buildings and logistics facilities need to meet in the
city of tomorrow?

Companies that service the housing, property and energy sector
need to figure out whether their business model will survive

in the city of tomorrow, because even though new demands are
emerging, new providers are entering the market and sectors
are merging as digitalisation progresses. This all revolves around
what business areas will still be profitable and competitive
tomorrow and what needs to be done to capture them and/or
expand there.

More information about
the city of tomorrow:

/' Zukunftsinstitut
(only available in German)

/' Federal Ministry for Economic
Cooperation and Development

/' The Helmholtz Association’s
ESKP

/' #stadtvonmorgen - The platform
for city transformation
(only available in German)
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https://www.zukunftsinstitut.de/artikel/urbanisierung-die-stadt-von-morgen/
https://www.bmz.de/en/issues/climate-change-and-development/cities-and-climate
https://www.eskp.de/en/climate-change/cities-and-climate-change-935813/
https://www.stadtvonmorgen.de
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There will still be office buildings, hotels, shopping centres,
logistics centres and many other properties used for
commercial purposes in the city of tomorrow. But how will
they be different? And how significant will they be?

ore sustainable, smarter, more flexible — commercial

properties will change in a multitude of ways in the

years to come. To reach international climate targets,
they will have to meet more stringent ecological standards in
the future, gradually transforming into smart buildings. In terms
of intended use, being adaptable and multifunctional will be
increasingly important. Mega trends like urbanisation, mobility,
individualisation and new work are seeing different areas of
life, such as home and work, career and leisure or experiences
and consumption steadily merge together.

These different areas of life merging together is also the main
reason why commercial properties are becoming even more
critical facets of a city neighbourhood or district. Their function,
and therefore their value, increasingly depends on the overall
planning and development concept aimed at improving the quality
of life and experience of the people who live in that neighbour-
hood. In addition to economic factors, developers and investors
are therefore being called upon to consider the social and eco-
logical impacts of a commercial property on its surroundings to
a far greater extent than ever before.

Offices in transformation

The way different areas of life are merging is already quite
evident in office buildings. The remote working trend means that
they are increasingly becoming places to meet, exchange and
collaborate, with co-working areas, project zones or meeting
spaces. By contrast, dedicated desks or personal offices are losing
significance.

However, office buildings will not lose their present status in the
city of tomorrow, especially in centrally located areas. Although
demand for office space overall is likely to go down slightly and
shift, the pandemic showed us just how crucial personal inter-
action is. For many employees, the office is not merely a place
to coordinate things or occasionally work together on projects;
it is also a place to formulate ideas, exchange information and for
personal social contact. Not to mention that appealing, centrally
located offices with good transport connections also enhance

New concepts in retail

Even though many products are now purchased online, a bricks-
and-mortar retail store is still important — for inspiration, to

try out products, to get personalised advice or to experience
something. More than ever, on- and offline offerings are blending
together, and multichannel business models are on the rise.
Many retailers have had their own online shops for quite some
time, offering digital transactions and delivering purchases to
peoples’ homes. And online shops, on the other hand, are setting
up bricks-and-mortar flagship stores and offering their customers
the option of having the items they want delivered to a store.
Shopping centres in particular are poised to benefit from this
mixture of on- and offline offerings.

While these are all reasons why retail shops and shopping
centres will continue to be an important part of cities, especially
larger ones, their business models will evolve. To be as attractive
to as many people as possible, it will be ever more important

to combine shopping with other experiences and services, such
as hospitality, health and wellness offerings (“retailtainment”)

or digital technologies, such as virtual and augmented reality or
Al-based digital assistants, with the location of a shop and the
shopping centre’s design becoming more critical.
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In 2022, Aareal Bank once again supported
many investors in financing their com-

a business’s brand, helping it to attract and retain employees.

mercial property. Find out more about the
year’s major projects.



https://www.aareal-bank.com/en/products-consulting-and-solutions/property-investors/deals

Higher expectations for hotels

Some mega trends also mean we can expect changes for hotels.

The trend towards urbanisation will lead to new mega hotels
in many large cities with neo-ecology and connectivity trends
impacting hotel architecture and facilities. The new work trend
will place fresh demands on city hotels as more hotel guests
also use hotels as a place to work, meaning they will expect it
to have the same offerings and conveniences as the workplace
or the home office.

It seems unlikely that hotels will cease to be important or that
the number of stays will decline, because the desire to travel
remains strong and has always held a special fascination for
people. And ultimately online tools can only go so far in estab-
lishing, maintaining and extending business relationships.
Occupancy rates at most hotels have long since returned to pre-
pandemic levels, both in terms of holiday and business travel.

More information about
the commercial property of
tomorrow:

2 ZIA - Die Immobilienwirtschaft
' KPMG
/' Deloitte

7' Immobilien & Finanzierung
(only available in German)

Christof Winkelmann

Member of the Management Board

Aareal Bank

The rising significance of logistics centres

Further growth can be expected in logistics centres. The dynamic
growth that the e-commerce market has been experiencing and
additional tasks for logistics providers are fuelling a rise in future
demand for warehousing and dispatch centres, as well as trans-
port services. Furthermore, geopolitical changes currently under-
way in the logistics sector are boosting growth further as supply
chains adapt in connection with nearshoring efforts over the
next several years, entailing the need for additional warehousing
and transport capacities.

Urbanisation will enhance the role of logistics centres still further.
We can expect to see a new type of urban logistics emerge,
providing cities with goods and services in a fast, efficient and
CO,-neutral manner. Key elements of this urban logistics will
include not only sustainability-orientated transport, but also new
urban hubs to minimise delivery times and reduce environmental
damage while also freeing up transport resources.

A growing need for knowledge

For all property, it is safe to say that the high inflation rates we
are currently experiencing, and the hike in interest rates they
have caused, have made it necessary to scrutinise property to
avoid bad investments and decisions — not to mention that a
property’s value increasingly depends on ESG factors.

That is why property investors need to keep up with how indi-
vidual markets are changing more than ever and evaluate how
these changes impact on individual property classes. Sector and
market expertise are becoming even more crucial, as is knowing
how to increase a property’s sustainability performance. Ultimately
the city of tomorrow will have every type of commercial property,
but in the long term that property will primarily be green.
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https://zia-deutschland.de/english/
https://kpmg.com/de/en/home/insights/2021/07/real-estate-innovations-overview.html
https://www2.deloitte.com/content/dam/Deloitte/nl/Documents/real-estate/deloitte-nl-fsi-real-estate-predictions-2022.pdf
https://www.kreditwesen.de/immobilien-finanzierung/themenschwerpunkte/digitaler-sonderdruck/perfekte-sturm-koennen-immobilien-unruhigen-zeiten-id87008.html
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Digitalisation has already permanently changed how
we live. But the biggest changes are yet to come,
with digital ecosystems playing a key role in the property

sector and related industries.

person’s home is their castle, providing security,
A comfort and protection while also creating space for

creativity, communication and togetherness. It can
be a place to work and learn, or to play and recuperate, and is

an expression of the personality, preferences and lifestyle of the
person who lives there.

So it is no wonder, then, that nearly every major trend and
development in society will shape the home of tomorrow.

Digitalisation as a growth driver

Almost without exception, digital technologies play a critical role
in the changes ahead; they are drivers of innovation in the home
of tomorrow. They open new horizons for interactions in terms
of sustainability, efficiency and connectivity, whilst simultaneously
fuelling higher standards and expectations for speed, transpa-
rency and comfort.

Smart entry and security systems, digitally reading and visualising
usage data, the Internet of Things or remotely controlling light-
ing and heating are just a few examples. Communicating with
tenants, housing companies, utilities, tradespeople and caretakers
is changing, with things like apps offering 24/7 self-service,
Al-based virtual assistants, and digital processes for repairs or
moving in and out of properties. The digital connectivity of
systems is even changing payment, tenancy deposit and billing
processes.

Digital ecosystems create new
perspectives

Companies in the property management, housing and energy
sector are facing even greater demands. They have to provide
the digital services that the owners/tenants of houses and apart-
ments expect and adjust their processes accordingly, making them
considerably more efficient. If they succeed in offering such
extensive and attractive services to clients, new business areas
may emerge, for example in the removals, energy, telecommuni-
cations and mobility domains.

Managing Director Banking & Digital Solutions

Aareal Bank

Building your tomorrow . The home of tomorrow



Digital ecosystems required

Demand for innovative ideas and concepts is not only an issue
when it comes to interacting with the owners and tenants of
apartments. It is also important in dealing with partners and
suppliers because collaborating with tradespeople, utility com-
panies, facility managers, financial services providers and other
providers of up- and downstream value creation processes is
transforming. To remain competitive, processes have to become
more and more automated, integrating ever more data seam-
lessly, performing more extensive analyses. It requires not only
being digitally connected with business partners, but also a
smart connection between proprietary ecosystems and informa-
tion and sensor technology in buildings and technical devices.

What drives the property, housing and
energy sector? What effect will mega trends
have on the home of tomorrow? Find

out more in our WE.thinkfuture-Format
(only available in German).

Harry Thomsen

=

Chief Executive Officer

Aareon

That is all going to change the property, housing and energy
sector. Companies that want to position themselves on solid
footing for the future have to question their range of services,
their structures and processes, their IT systems and digital tech-
nologies and make the necessary adjustments. In future, we
foresee increased cooperation between players to develop flexible
and more client-specific solutions more quickly. As a result, the
divisions that exist today in the property, housing and energy
sector and related industries will become less noticeable as col-
laboration plays a greater role.

More information
about the home of
tomorrow

/' Zukunftsinstitut
(only available in German)

/' Trendbiiro

/' GdW - Studien und
Branchenberichte
(only available in German)

/' Bitkom
(only available in German)

Building your tomorrow . The home of tomorrow


https://wethinkfuture.aareal-bank.com/
https://www.zukunftsinstitut.de/dossier/dossier-wohnen/
https://trendbuero.com/insights/next-home
https://www.bitkom.org/Bitkom/Publikationen/Das-intelligente-Zuhause-Smart-Home-2022
https://www.gdw.de/themen/zukunft-des-wohnens/

February: Aareal Bank Group
sets new growth targets
Aareal Bank Group exceeded its
strategic targets and substantially
increased earnings in the 2021
financial year. The Company
embarks upon another growth
phase from a position of strength.

March: Aareal Bank Group

acquires CollectAl

Aareal Bank Group acquires all the shares in
Collect Artificial Intelligence GmbH (CollectAl).
With this acquisition, Aareal Bank Group is
expanding its range of products and services

in the Banking & Digital Solutions segment,
adding end-customer communications function-
ality as well as Al-based solutions for interactive
invoices and intelligent dunning processes.

March: Aareal Bank provides financing for

Scape’s student accommodation

Aareal Bank concludes a green financing agreement with
Scape Living Plc, a subsidiary of APG Asset Management
NV. The £ 157 million senior loan serves to (re-)finance
four student housing properties in London and Guildford.

March: Aareal Bank arranges financing

for an international logistics portfolio
Aareal Bank acts as arranger and lender for a
€ 586 million loan financing an international
portfolio of logistics properties. The portfolio
comprises 24 prime logistics facilities located in
the UK, Germany, France and the Netherlands.

Milestones 2022

Aareal Bank acts as arranger, agent and sole lender.

June: 85,000 retail customers via
tenant deposit guarantees

plusForta, a leading online tenant
deposit guarantee broker in Germany,
expands its customer base to more
than 85,000 retail customers. plusForta,
which has been part of Aareal Bank

Group since 2019, brokers tenant deposit
guarantees via its online platforms kau-
tionsfrei.de and kautionsfuchs.de.

May: Successful takeover offer

by Atlantic BidCo

More than 60 % of shareholders accept bidder com-
pany Atlantic Bidco’s takeover offer, exceeding the
minimum acceptance level. Atlantic BidCo will be the
new majority owner of Aareal Bank AG, subject to
regulatory approvals.

April: Aareon appoints

Harry Thomsen as new CEO
Harry Thomsen is appointed CEO
of Aareon AG, taking the reins from
Dr Manfred Alflen, who has over-
seen Aareon evolving into a leading
software player in the European
property industry.

July: Nina Babic appointed to the
Management Board as Chief Risk Officer
Nina Babic, responsible for Aareal Bank’s
credit management and serving as Senior
General Manager since 1 June 2021, succeeds
Christiane Kunisch-Wolff, who requested the
early termination of her contract for personal

June: Aareon acquires

93 % stake in Momentum
Swedish Momentum Software
Group AG develops, sells and imple-
ments software-as-a-service (SaaS)
solutions for property and energy
management. It supports Aareon’s
transformation into a SaaS company.

November: Aareal Bank refinances

British hotel portfolio

Aareal Bank grants a £ 240 million senior loan to the
European Property Investors Special Opportunities 6 fund

reasons.

July: Management Board team

at Aareon realigned

Aareon AG’s Supervisory Board
appoints Rumyana Trencheva and

Dr Ernesto Marinelli to the Management
Board. Dr Marinelli is responsible for
the newly created Chief People Officer
(CPO) role on the Management Board.
Ms Trencheva assumes the role of
Chief Revenue Officer (CRO).

(EPISO 6) to refinance the acquisition of a hotel portfolio.
The portfolio comprises nine hotels in London, Edinburgh
and Glasgow. Aareal Bank acts as sole arranger, agent
and sole lender.

July: Aareal Bank arranges financing

for pan-European logistics portfolio

To enable the acquisition of a prime logistics
portfolio, Aareal Bank provides an international
investor with a € 470 million loan. The well-
diversified portfolio comprises more than

20 properties, located mainly in Continental

Europe. Aareal Bank acts as arranger, agent

and lender.

December: Increased deposit volume
Average deposit volume at Aareal Bank
climbed to € 13.4 billion during the financial
year, clearly surpassing the original target
level of € 12 billion. € 2.5 billion of the
average deposit volume is accounted for
by tenant deposits.
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Letter from the Chairman
of the Management Board

from left:

Marc Hess

Member of the Management Board

Nina Babic

Member of the Management Board
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Dear shareholders,
business associates and staff members,

At a time of historic upheaval and towering economic and political insecurity, Aareal Bank is embarking on its 100th year. Our
Company was founded on 20 July 1923 in Berlin as Deutsche Wohnstdtten-Bank AG. One hundred years later, Aareal Bank

is both a specialist and a global player. It combines a down-to-earth approach with global expertise, and one hundred years after
its inception, it continues to be what it was on day one: a reliable partner to its clients in the property and housing sector.

Steadfastly guided by its clients’ needs, it pairs its exceptional resilience and adaptability with stability and continuity. That has
always been Aareal Bank’s nature. And that is also the guiding force that will shape the next chapter of the Company’s history,
one that we will open this year as we celebrate a century of doing business. Assuming we receive the official approvals currently
pending at the time of drafting this letter, Aareal Bank Group will have a new ownership structure upon completion of the financial
investors® takeover offer. With this in mind, we look forward to continue pursuing our tried-and-tested strategy geared towards
profitable growth in all segments — to the benefit of all our stakeholders.

To achieve further progress under these special circumstances, we have forged a very good starting position for ourselves, especially
during this last year.

The 2022 financial year was shaped by a series of unanticipated developments and tremendous economic challenges — in par-
ticular, an exorbitant surge in energy prices as a consequence of Russia’s war against Ukraine, disrupted supply chains, high market
volatility, extreme inflation by local standards and the turnaround in interest policy adopted by the European Central Bank in mid-
2022. This difficult mix of factors was very demanding for companies in every sector and industry. Banks were no exception — nor
were we.

That is why we are so pleased to be able to say that Aareal Bank Group successfully mastered these manifold challenges.
We finished the financial year under review with strong earnings and achieved all our targets.

At € 239 million, our consolidated operating profit was up 54 per cent year on year, which means it was not only back to pre-
pandemic levels but actually in the upper half of the communicated target range of € 210 million to € 250 million. We managed
this despite having to contend with a total of € 134 million in burdens from our remaining exposure to Russia and absorbing the
transaction costs from the takeover process.

Driving our strong performance was very dynamic earnings development paired with continued strict cost discipline.

Net interest income grew by nearly one fifth in 2022 on the back of continued high-margin growth in the lending business in line
with our strategy and further improvements to our funding mix, as well as higher interest rates, which have also been benefiting
the deposit-taking business since the second half of the year, with volumes showing continued solid growth. The predictions we
made in the low interest rate environment proved to be well founded: we said that the turnaround in interest rates would create
tangible earnings potential for our deposit-taking business, above and beyond its importance for funding.



Aareal Bank Group — Annual Report 2022 To our Shareholders Letter from the Chairman of the Management Board 20

We are also pleased that growth in net commission income was nearly just as strong. This was due above all to the continued
growth of our software subsidiary Aareon which is within striking distance of the rule-of-40-company target with a 15 per cent
increase in revenue and an adjusted EBITDA margin of 24.4 per cent. The Banking & Digital Solutions segment also made a size-
able contribution to the strong increase in net commission income.

Meanwhile, the increase in costs has been disproportionately low in comparison to revenue growth. Leaving transaction costs from
the takeover process aside, costs within the Bank were even stable. We have therefore shown that we can grow, as promised, at
low marginal costs. This is also reflected in our cost/income ratio, which we improved by nearly ten percentage points to 40 per
cent within the Bank. This means not only that we reached our 44 per cent mid-term target early, but also that we have joined the
ranks of the top European banks.

As with costs, we have a firm grasp of risk. Our loss allowance of € 192 million was primarily related to Russia. There were very
few defaults in other business, which reflected the recovery on the markets following the pandemic as well as the conservative risk
policy we maintained during the Covid-19 crisis and the high quality of our loan portfolio in general.

One reason that last year was so strong is that we expanded our funding base even further by partnering with Raisin/Weltsparen,
Deutsche Bank Zinsmarkt and Norisbank, thus making our fixed-income products available to retail investors. We crossed the
one billion euro threshold in February this year. We also launched our European Commercial Paper Programme at the end of 2021
and it has exceeded our expectations. The volume issued was € 1.1 billion as at year-end, half of which were green issues.

Our capital ratios remain at a very solid level. Despite expanding the lending business, our Common Equity Tier | ratio further
increased to 19.3 per cent by year end. This means we are well prepared to face a potential economic downturn and realise our
ambitious growth plans in all three segments.

Overall, the last financial year tells us that Aareal Bank Group is in excellent health. We are systematically implementing our
strategy. We delivered on our promises in the past financial year and have laid a very solid foundation for further profitable growth.

Our task now is to leverage our excellent position to set the right course for the years ahead. This means drawing on our financial
strength to further invest in our future performance, this year included.

To be specific, we have two main items on the agenda: firstly, we are looking to budget roughly € 60 million for the swift reduc-
tion of non-performing loans. It is money well invested because it further increases our resilience. Secondly, we will invest around
€ 35 million in initiatives aimed at enhancing Aareon’s efficiency.

Taking the total of just under € 100 million in account, we are targeting consolidated operating profit in a range of € 240 million
to € 280 million for the 2023 financial year, sustaining earnings momentum with only a moderate cost increase. Adjusting the
target range for the one-off investments, this means that we are already looking to achieve an operating profit of about € 350 million
this year — a goal that we originally only envisaged setting for ourselves next year.

We will continue our established course in the individual segments. Our commercial property finance portfolio should continue to
grow this year from roughly € 31 billion to between € 32 billion and € 33 billion, with a new business target of € 9 billion to

€ 10 billion. The role green financing plays in this context is likely to increase, given that the Bank already extended approximately
€ | billion in newly originated green loans under its Green Finance Framework during the year under review.
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In the Banking & Digital Solutions segment, we want to keep deposits at a level of around € 13 billion even though competition
has toughened. The segment’s net commission income is expected to continue growing at an average annual rate of around

13 per cent. For Aareon, too, we expect revenues and results to continue rising. We anticipate sales revenues between € 325 million
and € 345 million and adjusted EBITDA of between € 90 million and € 100 million.

Our goals for 2023 are ambitious but achievable, although the repercussions of the war in Ukraine remain difficult to anticipate.
Yet despite the challenging global economic and geopolitical situation for our business, we remain confident on the whole. Because
Aareal Bank Group is fundamentally sound. Because it enjoys an unrivalled position in its markets. And because, a century into

its existence, it is ideally equipped to make the most of its future.

Y our‘k S\«Lotli .

A‘&géb

Jochen Klésges,
Chairman of the Management Board
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The Aareal Bank Share

Investor Relations activities
2022 was not only a challenging year for Aareal Bank for several reasons, but also one that pointed the way forward.

The Covid-19 pandemic continued to impact the economy during the financial year under review, albeit to a declining degree. Even
though China was still following its zero-Covid policy up to the start of December, with all the economic repercussions this had

for the global economy, the situation concerning the pandemic eased noticeably in the rest of the world. Restrictions were gradually
lifted, so that public and private life could return to normal. However, Russia’s war of aggression against Ukraine and the related
consequences negatively impacted the economy beyond the financial year under review. The sanctions imposed in connection with
the war led to a significant increase not only in energy prices — which were, however, largely responsible for inflation rates of up

to 10 %. Central banks have tried to counter this development by raising interest rates in quick succession, but to the detriment of
economic development.

As a listed public limited company, Aareal Bank is subject to numerous disclosure obligations. It sees such a challenging environ-
ment as an opportunity not only to enter into a consistently open and constructive dialogue with analysts, investors and clients,
as well as with the media — but also to further intensify this dialogue.

The takeover offer by Atlantic BidCo GmbH, which fell short of the necessary shareholder majority in a first attempt at the start
of February 2022, was of particular importance for Aareal Bank in the financial year under review. Atlantic BidCo GmbH launched
a second takeover offer two months later, with a higher offer price. At the end of May, it announced that the minimum acceptance
threshold of 60% had been exceeded: the offer was thus accepted by the necessary shareholder majority. After all deadlines expired,
84 % of shareholders had tendered their shares to Atlantic BidCo GmbH, which then initiated the process of obtaining the necessary
regulatory approval to take over Aareal Bank AG.

Against the background of uncertainty associated with the ongoing pandemic, the war in Ukraine, and the successful takeover offer
by Atlantic BidCo GmbH, the dialogue with market participants in the financial year under review was particularly detailed and
intensive. This is a prerequisite for the long-term success of a capital markets-oriented company. Only when current company develop-
ments are communicated and — if needed — discussed with Aareal Bank in a timely, open and transparent manner can market par-
ticipants evaluate potential opportunities and risks that may result from the pandemic and market developments as well as from the
current takeover.

Two conferences held each year for investors, analysts and the media — which were held in virtual format last year, too — also serve
this purpose. Following the failed first takeover offer, the Management Board not only presented a significant swing in results in
February 2022, despite the burdens of the second year of the coronavirus pandemic, but also the fact that material strategic targets
set for 2021 within the framework of the “Aareal Next Level” programme were exceeded. The Management Board stated that Aareal
Bank Group would advance the successful strategy from its own strengths, and to consistently exploit the growth potential offered
across all of its segments in the years to come. As a matter of course, the Group would maintain intensive dialogue on this with
investors, including in the conference calls to present the quarterly statements as an opportunity to inform investors, analysts and
the media about current Group developments.

Although the financial year under review saw the return of in-person events, the Investor Relations team could only attend select
capital market conferences or conduct a few roadshows. This was due to the successful second takeover offer by Atlantic BidCo
GmbH, where shareholders tendered approximately 84 % of the shares. With a remaining free float of theoretically 16 % and the exit
from the SDAX that ensued in autumn 2022, interest in Aareal Bank AG shares diminished noticeably. However, there was a greater
need for information concerning the ongoing takeover process and Aareal Bank’s fixed income side, so that the level of market
communications remained high overall in 2022, despite the change in focus.

To further strengthen confidence in the sustainable performance of Aareal Bank Group’s business model, we will continue to ensure
transparency for our strategic course during the financial year 2023. We continue to actively seek dialogue with the capital markets,
using personal contacts as well as other existing modern channels of communication.
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In order to ensure access to timely, open and transparent information of relevance to the capital markets, detailed information on
Aareal Bank Group and its three segments Structured Property Financing, Banking & Digital Solutions, and Aareon can be found on
its website at www.aareal-bank.com. Furthermore, published ad-hoc disclosures and press releases, financial reports, as well as current
Investor Relations presentations and rating reports are available for download from our Investor Relations portal. The financial
calendar offers an overview of the most important dates in the Company’s calendar.

Analysts’ opinions

Given the successful second takeover offer by Atlantic BidCo GmbH and the resulting reduction (in theory) of the free float, four
analyst firms ceased coverage of Aareal Bank AG. A further three firms reduced their analysis, so that Aareal Bank has now only
been covered regularly by three broker and analyst firms since the start of the new 2023 financial year (start of 2022: 10).

There was one “sell” recommendation at year-end 2022 compared to five “neutral” recommendations. This mainly reflects the develop-
ment of the Aareal Bank share price since the announcement of the successful second takeover offer by Atlantic BidCo GmbH,

and to a lesser extent the positive operating performance of Aareal Bank Group in the financial year under review.

We regularly update and publish the analysts’ recommendations on our website www.aareal-bank.com on the Investor Relations page.

Key data and indicators of the Aareal Bank share

Shareholder structure

Share price (€)"

Year-end price 33.060 28.760
High 33.180 29.420
Low 22.760 18.330
Book value per ordinary share (€) 48.26 45.02
Dividend per ordinary share (€)% - 1.60
Earnings per ordinary share (€) 2.32 0.89 10 0 o/
Price/earnings ratio? 14.25 32.34 o
Dividend yield (%)? = 5.56 free float
Market capitalisation (€ mn)? 1.979 1.721
ISIN DE 000 540 811 6
German Securities ID (WKN): 540 811
Mnemonic
Deutsche Borse ARL
Bloomberg (Xetra) ARL GY
Reuters (Xetra) ARL.DE
Issued share capital (number of bearer unit shares) 59,857,221

 XETRA® closing prices; 2 based on Xetra® year-end closing prices;

9 There are no plans to distribute any dividends, in line with the strategy for 2023. On 31 August 2022, the Annual
General Meeting had agreed not to distribute a dividend for the 2021 financial year. In compliance with the require-
ments published by the European Central Bank (ECB) on 15 December 2020, the Bank distributed € 0.40 per share

in 2021 for the 2020 financial year.
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Relative performance of the Aareal Bank share price
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Takeover offer by financial investors unsuccessful —

Aareal Bank continues to drive its growth strategy forward

24 February 2022
Aareal Bank posts marked increase in profits for the
financial year 2021, setting itself new growth targets

5 April 2022

Advent International and Centerbridge Partners
consider a renewed takeover offer — 37 % of voting rights
already secured

6 April 2022

Aareal Bank concludes Investment Agreement with
bidder company led by Advent International and Center-
bridge Partners

5 May 2022

Aareal Bank issues reasoned statement on renewed
takeover offer by Atlantic BidCo GmbH

8

10

Aareal Bank reports good operating performance
in the first quarter of 2022 — additional loss allowance
recognised for Russian exposure

25 May 2022
Successful voluntary public takeover offer by Atlantic
BidCo - 60 % minimum acceptance level exceeded

10 August 2022
Aareal Bank reports good second-quarter results,
despite challenging market environment

31 August 2022
Annual General Meeting of Aareal Bank AG elects
six new Supervisory Board members

10 November 2022

Aareal Bank’s strong operating performance in the
third quarter largely offsets additional loss allowance
for Russia
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Group Management Report

Fundamental Information about the Group

Business model

Aareal Bank AG, headquartered in Wiesbaden, Germany, is the parent company of the Group. Its shares are admitted to trading
on the regulated market (geregelter Markt) of the Frankfurt Stock Exchange. Aareal Bank Group’s strategy focuses on sustainable
business success.

The strategic business segments of Aareal Bank Group are commercial property financing and services, software products and digital
solutions for the property sector and related industries. The strategic business segments are broken down into the three segments
Structured Property Financing, Banking & Digital Solutions and Aareon.

Structured Property Financing

In the Structured Property Financing segment, Aareal Bank facilitates property investments for its domestic and international clients,
and is active in Europe, North America and the Asia/Pacific region. Aareal Bank finances commercial property investments, especially
for office buildings, hotels, retail, logistics and residential properties, with a focus on existing buildings. By combining local market
expertise with sector-specific know-how from the Group’s head office, Aareal Bank can offer financing concepts that meet the
special requirements of its domestic and international clients, as well as conclude structured portfolio and cross-border financings.

Aareal Bank manages its sales activities in the individual regions worldwide via a network of sales centres (hubs). In addition to
the locally-based experts, the distribution centres for sector specialists covering the financing of hotels, retail and logistics properties,
as well as those catering to the specific needs of investment fund clients, are located in Wiesbaden.

There are two regional hubs in Europe: one hub combines sales activities for the euro zone, with a focus on the Benelux countries,
France, Germany, Italy and Spain. An additional hub focuses on sales activities outside the euro zone, with a focus on the UK" and
Central and Eastern Europe. Distribution in Northern Europe is managed from the head office in Wiesbaden. As before, the hubs
have a network — comprising branches in London, Paris, Rome, Stockholm and Warsaw — at their disposal. Aareal Bank also has a
branch office in Dublin, where it conducts exclusively Treasury business and holds securities. Representative offices are located in
Madrid (until 31 July 2023), Moscow, and Istanbul.

Aareal Bank Group’s activities on the North American market are carried out through the subsidiary Aareal Capital Corporation, operat-
ing from New York City. The Singapore subsidiary Aareal Bank Asia Limited conducts the sales activities in the Asia/Pacific region.

Funding

Aareal Bank is an active issuer of Pfandbriefe, which account for a major share of its long-term funding. Moody’s Aaa rating of the
Pfandbriefe confirms the quality of the cover assets pool. To cater to a broad investor base, Aareal Bank uses a wide range of other
refinancing tools, including senior preferred and senior non-preferred bonds, as well as other promissory notes and bonds. Depend-
ing on market conditions, the Bank places large-sized public issues or private placements. In the Banking & Digital Solutions seg-
ment, the Bank also generates bank deposits from the housing industry, which represent a strategically important additional source
of funding. Furthermore, it has recourse to institutional money market investor deposits, and to retail deposits via a trust model.

Banking & Digital Solutions

In the Banking & Digital Solutions segment, Aareal Bank Group offers its clients from the institutional housing industry, commercial
property companies, as well as the energy and utilities industries, services for the management of properties for residential use and

 Hereinafter refers to the United Kingdom of Great Britain and Northern Ireland.
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the integrated processing of payment flows, amongst other things, thus contributing to a more efficient and sustainable structuring
of its clients’ fundamental business processes. With its BKOI software, it operates a procedure for the automated settlement of mass
payments, in the German property industry. The procedure is integrated in licenced ERP systems. In conjunction with payment trans-
actions processed via Aareal Bank’s systems, deposits are generated that contribute significantly to Aareal Bank Group’s refinancing
base. Besides the German property industry, the German energy sector forms a second major client group of the segment for the
services mentioned above. This enables the offer of further products, facilitating the cross-sector cooperation of client groups by
realising synergies via digital processes. Aareal Bank Group is further strengthening its market position with its range of digital products
and invoicing solutions within this segment. These products include mobile solutions for recording and processing meter readings,
a platform solution for managing B2B payment processes and services, as well as end-customer communication offers and Al-
supported invoicing and dunning solutions. The Banking & Digital Solutions segment also includes the First Financial Solutions,
plusForta, BauGrund and CollectAl subsidiaries. The start-up objego, in which Aareal Bank holds an equity interest as part of a joint
venture with ista, is also allocated to this segment.

Aareon

In the Aareon segment, the Aareon sub-group offers the European property industry and its partners user-oriented ERP software
and digital solutions that simplify and automate processes, and support sustainable and energy-efficient operations. The integrated
digital ecosystem Aareon Smart World, with the country-specific ERP systems at its core, connects property companies and their
employees with clients, business partners as well as technical equipment in apartments and buildings using different digital solutions.
The ERP systems are a starting point for cross-selling activities for the digital solutions. Aareon consistently invests in expanding
Aareon Smart World’s portfolio of products. This involves on the one hand the co-creative development of the digital ecosystem
and the cooperation with PropTech companies, and targeted acquisitions on the other as part of the international growth strategy.
Aareon Group has an international presence with offices in the DACH region, Finland, France, the UK, the Netherlands, Norway and
Sweden, Aareon operates a development company in Romania.

Management system

Aareal Bank Group is managed using key financial performance indicators, taking the Group’s risk-bearing capacity into account.
Management takes place primarily at Group level, and is additionally differentiated by business segment. Group management is
based on medium-term Group planning, prepared annually, which is geared towards the Group’s long-term business strategy. An
extensive (management) reporting system regularly provides the information required for management and monitoring purposes.

The following indicators implemented within the scope of business and return management are Aareal Bank Group’s key financial
performance indicators:

e Group
— Net interest income (in accordance with IFRSs)
— Net commission income (in accordance with IFRSs)
— Loss allowance (in accordance with [FRSs)
— Administrative expenses (in accordance with IFRSs)
— Operating profit (in accordance with IFRSs)
- Return on equity (RoE) after taxes"
- Earnings per ordinary share (EpS)?
— Common Equity Tier | ratio (CET1 ratio) (%) — Basel IV (phase-in)

 RoE after taxes = consolidated net income excluding consolidated net income attributable to non-controlling interests and AT1 coupon (net) /
average equity (IFRS) excluding non-controlling interests, AT1 bond and dividends
2 EpS = operating profit excluding income taxes, consolidated net income attributable to non-controlling interests, and AT1 coupon (net) / number of ordinary shares
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e Structured Property Financing segment
— New business"
— Credit portfolio of Aareal Bank Group

e Banking & Digital Solutions segment
— Average deposit volume from the housing industry
— Net commission income (in accordance with IFRSs)

¢ Aareon segment
— Sales revenue (in accordance with IFRSs)
— Adjusted EBITDA?

The Group’s existing risk management system is used to manage and monitor the individual risk exposures of Aareal Bank Group
entities, in a centralised manner. All management-relevant information is systematically collected and analysed, to develop suitable
strategies for risk management and monitoring. We also employ forecasting models for balance sheet structure, liquidity and portfolio
development for strategic business and revenue planning. In addition to business-related management tools, we also use various
other instruments to optimise our organisation and workflows. These include comprehensive cost management, centralised manage-
ment of project activities and Human Resources controlling, for example.

Structured Property Financing also deploys supplementary management tools and indicators. The property financing portfolio is
actively managed throughout Aareal Bank Group, with the aim of optimising its risk diversification and profitability. To develop risk-
and return-oriented strategies for our portfolio, we evaluate market and business data, using this as a basis to simulate potential
lending strategies, and to identify a target portfolio, which is part of Group planning. This helps us to identify — and to respond to —
market changes at an early stage. Active portfolio management makes it possible for us to optimally allocate equity to the most
attractive products and regions from a risk/return perspective, within the scope of our strategy. By taking into consideration maximum
allocations to individual countries, products and property types in the portfolio, we ensure a high level of diversification and avoid
risk concentrations.

The Banking & Digital Solutions and Aareon segments also have specific management indicators typical for the respective business.
The deposit volume from the housing industry and net commission income are key financial performance indicators for the Banking
& Digital Solutions segment. Aareon is managed on the basis of target figures commonly applied to software companies, such as
sales revenue and adjusted EBITDA.

Report on the Economic Position

Macro-economic environment

2022 proved to be a difficult year for the global economy as a whole. The war in Ukraine that broke out at the beginning of the
year and the reciprocal sanctions imposed by Western states and Russia have hit the European economy especially hard, in the form
of higher prices for food and energy, and a temporary intensification of the problems already besetting supply chains. The economic
and business climate also deteriorated on a more global scale during the course of 2022, especially in the second half of the year.
High inflation rates dampened private consumption in many economies and put the brakes on the catch-up effects from the Covid-19
pandemic. Monetary tightening in the wake of high inflation also slowed economic development. While many countries benefited
from the easing of contact restrictions, China’s zero-Covid policy continued to burden its economic growth. Rising inflationary pres-
sure also shaped developments on the financial markets: bond yields markedly increased in the face of monetary policy tightening,
while equity markets also suffered some hefty price losses.

 New business = newly-originated loans plus renewals
2 Earnings before interest, taxes, depreciation and amortisation before new products, Value Creation Programme (VCP), ventures, M&A activities and non-recurring effects
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Economy

In the euro zone, real gross domestic product in 2022 climbed by 3.3 % compared with 2021 — meaning that economic momentum
was rather subdued after the pandemic. In the spring, relaxations of Covid 19-related contact restrictions initially led to an increase
in consumer spending, particularly on services. However, Russia’s war of aggression against Ukraine, which began in February, led to
sharp increases in energy prices and intensified existing supply chain problems, placing particular strain on the manufacturing industry.
While the war had a dampening effect on demand and drove inflation worldwide, the euro zone was particularly affected by its
impact due to its geographical proximity to and reliance on energy from Russia. Consequently, the euro zone’s economic momentum
progressively declined over the course of the year against a backdrop of elevated uncertainty, high energy price pressures, erosion of
households’ purchasing power, a weaker export environment and tighter financing conditions. Economic growth for the full year 2022
in the largest countries in the euro zone was 5.3 % in Spain, 3.8 % in Italy, 2.5% in France and 1.7 % in Germany.

Countries in the European Union that do not belong to the euro zone also demonstrated different economic developments. Sweden,
for example, achieved economic growth of 2.9% in 2022 and the Czech Republic 2.5 % growth year-on-year. Poland’s economy,
on the other hand, expanded by a much stronger 5.7 %.

At the start of the year, economic activity in the UK was dynamic across all sectors, with those services involving close contact bene-
fiting most from the easing of contact restrictions. Economic momentum started to slow in the second quarter, with the industrial
sector facing rising prices for intermediate products, supply bottlenecks, and labour shortages. In the second half of the year, consump-
tion-related services suffered from depressed consumer sentiment as a result of high inflation rates and a decline in real wages.
Sweeping tax cuts were announced in the autumn, but were largely not implemented following financial market turmoil, culminating
in a change of government. All in all, economic output in 2022 rose by 4.1 % compared with 2021.

In the US, economic output rose by a total of 2.1% in 2022 compared to the previous year, although the economy still contracted
in the first half of the year. The economic slowdown was attributable to a decline in domestic demand as a result of high inflation
rates, tightened monetary policy and persisting supply chain issues. However, private consumption, a key driver of the economy,
continued to rise, but came under increasing pressure from high inflation rates and tighter financing terms. Buoyed by an increase in
exports, the economy expanded again in the second half of the year, largely due to high global demand for fossil fuels. Meanwhile,
the increasingly restrictive financing terms started to kick in, affecting and reducing rate-sensitive investments in particular. In Canada,
economic performance at the end of 2022 was still 3.3 % higher than in the previous year.

China’s zero-Covid strategy — where just a few infections were enough to incite a drastic government response — continued to shape
the course of the economy, causing the most severe economic and social distortions since 2020. Ongoing problems at some property
conglomerates also had a braking effect, to which the government responded with a more expansive monetary policy, a prescribed
easing of credit guidelines and infrastructure investments. All in all, economic output in 2022 rose by 3.0% relative to the previous
year. At 3.6 % over the previous year, Australia’s growth rate in 2022 was more dynamic than for many other advanced economies.
Exports and private consumption, which benefited from a strong labour market coupled with low unemployment, had a particularly
positive effect.

Despite the generally challenging environment, labour markets in many economies performed well and continued to recover from
the Covid-19 pandemic, and job creation proceeded apace especially in the services sector. It was, however, limited by a labour
shortage, which was quite pronounced in some places. The unemployment rate in the euro zone stood at 6.6 % at the end of the
year, a historic low. The same applied to the US, where the strong job creation of the previous year continued, with employment
reaching new record levels from August onwards. At year-end, the unemployment rate was 3.5 %.
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Annual rate of change in real gross domestic product

2022 20212

%

Europe

Euro zone 3.5 5.3
Belgium 3l 6.1
Germany 1.9 2.6
Finland 1.8 3.0
France 2.6 6.8
[taly 3.9 6.7
Luxembourg 21 5.1
Netherlands 4.2 4.9
Austria 4.8 4.7
Spain S85) 5.5

Other European countries

Denmark 3.1 4.9
United Kingdom 41 7.6
Poland 5.8 6.8
Russia -2.3 4.8
Sweden 2.8 4.8
Switzerland 2.0 4.2
Czech Republic 2.5 3.5

North America

Canada 3.4 5.0
USA 2.1 6.0
Asia/Pacific

Australia 3.6 5.2
China 3.0 8.1
Maldives 13.7 41.8

 Preliminary figures; 2 Adjusted to final results

Financial and capital markets, monetary policy and inflation

On the financial markets, the focus was no longer on the Covid-19 pandemic, but rather on the higher inflation rates and expectations
as well as the increasingly gloomy macro-economic environment. Major central banks started to tighten their monetary policy very
significantly or announced their intention to do so. As a result, government bond yields rose sharply, not least because major central
banks signalled that they would raise interest rates further in order to fulfil their mandate.

Whilst the European Central Bank (ECB) continued to follow a very accommodating path at the start of the year in order to promote
favourable financing conditions for governments and the real economy, and to support economic recovery, it announced a mone-
tary policy turnaround in June, giving in to broad inflationary pressure. The ECB raised key interest rates at each of its four meetings
between July and December by a total of 250 basis points to 2.50 % (main refinancing rate), 2.00 % (deposit rate) and 2.75 %
(marginal lending rate). In December, the ECB Governing Council pledged to keep raising key interest rates, depending on data, also
to prevent a permanent shift in inflation expectations. A decision was also taken to pare back the asset purchase programme (APP)
portfolio from March 2023 onwards. Net asset purchases under the programme had been discontinued as of July 2022. Accordingly,
principal payments for maturing assets bought under the pandemic emergency purchase programme (PEPP) will continue to be
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reinvested at maturity until at least the end of 2024. In the event of renewed market fragmentation, the Governing Council reserves
the right to apply flexibility in reinvesting redemptions across time, asset classes and jurisdictions at any time. Furthermore, in the
second half of the year, the terms of targeted longer-term refinancing operations (TLTRO 3) were changed retroactively, and a trans-
mission protection instrument (TPI) was adopted. The TPl is intended to ensure a seamless return to normal monetary policy in the
euro zone and to prevent an excessive tightening of financial terms in individual member countries.

With inflation above 2 % over the longer term and a tight labour market, the US Federal Reserve (Fed) already ended its government
bond and mortgage-backed security purchase programme in the first quarter and started to reduce its securities holdings in June
2022. Furthermore, the Fed raised its key interest rate a total of seven times during the year, to a target range between 4.25% and
4.50 %. It also indicated further interest rate hikes, as did the ECB.

Faced with a similarly tight labour market and high inflation, in 2022 the Bank of England increased its base rate at eight consecutive
meetings, taking the key interest rate from 0.25% to 3.50 %. A series of unfunded tax cuts by the UK government, initially announced

and later abandoned, led to an abrupt rise in government bond yields in September. This prompted the Bank of England, despite its
tightening of monetary policy, to make temporary purchases of government bonds and implement further short-term support measures.

Other major central banks lifted their key rates, too: the Bank of Canada raised its key interest rate to 4.25% in 2022, the Swedish
Riksbank to 2.5 %, and the Reserve Bank of Australia to 3.1 %.

Short-term interest rates" in the euro zone at year-end 2022 were above those for year-end 2021. The same applied to the pound
sterling, the Swedish krona, and the Australian dollar. The increase was particularly pronounced in the US dollar and the Canadian
dollar. Long-term interest rates? rose in all of the currency areas that are relevant to Aareal Bank. Nominal yields on ten-year govern-
ment bonds also painted a uniform picture and rose year-on-year.

Monetary policy in the individual currency areas, differing economic outlooks and inflation expectations also shaped the currency
markets in 2022. The euro lost value vis-a-vis the US dollar in the course of the year, with significant volatility observed at times.
Russia’s war of aggression against Ukraine, a worsening economic outlook and the energy crisis were among the factors that weighed
on the European common currency. After temporarily falling below the EUR/USD parity, the euro strengthened in the fourth quarter
against a backdrop of reduced energy risks. At the end of the year, the exchange rate was USD 1.07 to the euro and therefore below
the rate of 31 December 2021 (USD 1.13 to the euro). The euro initially depreciated against the Canadian dollar in the first half of
the year, but recovered in the second half, ending the year unchanged at CAD 1.44 to the euro. Against the British pound, the euro
rose over the course of the year from GBP 0.84 to the euro at the beginning of the year to GBP 0.89 at the end of the year. The
UK’s economic outlook darkened in the second half of the year, allowing the euro to gradually appreciate against the pound — despite
monetary tightening by the Bank of England. After an overall volatile performance, the euro appreciated vis-a-vis the Swedish krona,
from SEK 10.25 to the euro at the beginning of the year to SEK 11.12 at the end of the year. The euro remained virtually unchanged
relative to the Australian dollar, and appreciated from AUD 1.56 to AUD 1.57 to the euro.

Inflation increased sharply in many economies in 2022, and clearly exceeded the target inflation rates defined by the central banks
for their respective currency area. Aside from markedly higher core inflation rates, inflation drivers were higher energy and com-
modity costs, along with food price pressure as a result of the war in Ukraine. While supply chains disrupted by the effects of the
Covid-19 pandemic still contributed to price rises in the first half of the year, supply bottlenecks began to ease in the second half.
In the US, this contributed to a decline in the rise in price levels from July onwards. In areas that had been particularly hit by the
Covid-19 crisis, such as the hospitality industry, high demand met with limited supply and labour shortage strains. Especially in the
US and the UK, the stressed labour market incited wage increases, which also contributed to the inflation development. In the euro
zone, inflation reached 9.2 % at the end of the year compared with the same month of the previous year: in the US it was 6.5%
and 10.5% in the UK.

 Calculated on the basis of 3-month Euribor, LIBOR or other comparable rates for other currencies
2 Calculated on the basis of swaps in the respective currencies
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The ongoing Covid-19 pandemic and the Russian war of aggression against Ukraine caused a turnaround in international monetary
policy and increased uncertainty on the capital markets. This led to record levels of covered bond issues, underlining their importance
as a crisis-proof instrument. After the first monetary policy adjustments in the course of the first three quarters of the year under
review, covered bond yields rose sharply, remaining on a high level in the fourth quarter.

Regulatory environment

The environment in which banks are operating continues to be defined by highly dynamic regulatory requirements, as well as by
changes in banking supervision. This includes, in particular, implementation of the final draft of the Basel 1l framework into EU law
(known as “Basel 1V”), which was resolved by the Basel Committee (BCBS). The EU Commission submitted proposals on this on
27 October 2021, which are now to be finalised as part of the trilogue procedure. The proposed first-time application of the new
regulation is I January 2025 — two years later than initially planned by the BCBS.

The first draft of the seventh MaRisk amendment was published in September 2022. It focuses on implementing the EBA guidelines
on loan origination and monitoring, new requirements for banks’ proprietary property business, and the management of sustain-
ability risks. It is expected that the seventh MaRisk amendment is to be implemented by the end of 2023.

Moreover, both national and European regulators are imposing various new requirements — including in connection with IT/informa-
tion security risks, or regarding the prevention of money laundering/terrorist financing and tax evasion. Furthermore, politicians and
banking supervisors deem it necessary to establish sustainability more strongly with society, and as a regulatory requirement within
the economy. To this end, a standard taxonomy was introduced in the EU, which provides the basis for the classification of economic
activities with regard to sustainability targets. The taxonomy forms the basis for a large number of disclosure obligations for financial
and non-financial entities. Initial minor disclosure requirements for environmental, social and governance (“ESG”) matters were
applicable as of 31 December 2021, with the scope increasing over time. Furthermore, the ECB conducted its first climate stress test
in 2022. The requirement introduced for the first time under CRR 1l for large listed institutions to include qualitative and quantitative
information on ESG risks in the regulatory disclosure report entered into effect on 31 December 2022.

The ECB’s Supervisory Review and Evaluation Process (SREP) ensures a common approach on the supervisory review of banks,
within the framework of Pillar 2. The SREP is built around a business model analysis, an assessment of governance, as well as of
the capital and liquidity risks. The results of the individual areas are aggregated in a score value, from which the ECB derives super-
visory measures on holding additional capital and/or additional liquidity buffers.
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Sector-specific and business developments
Structured Property Financing segment

Economic and monetary developments are also being reflected in the commercial property markets. Rising interest rates increased
financing costs for commercial property, sometimes considerably, and slowed down transaction activity relative to the previous year.
Uncertainty among market participants due to the overall economic gloom and risk also depressed the transaction markets. Price
expectations of sellers and buyers diverged and increasingly fewer properties were transferred, which resulted in a decline in global
transaction volume compared to the previous year. In North America, volume was above the previous year’s level up to and including
the third quarter, followed by a weak fourth quarter, ending the year around 12 % lower than for the full year 2022. In the other
regions, momentum started to slow as early as in the third quarter. Transaction volumes in Europe and the Asia/Pacific region fell
by around 17 % and around 29 % respectively year-on-year.

In all regions, almost every property type recorded a decline in transaction volume compared to 2021, except for retail property in
North America, where higher volumes were seen. The downturn in office properties affected all regions by roughly the same amount,
and logistics properties saw a global annual decline in volume for the first time since 2016.

Lenders focused their interest on housing and logistics properties, food stores, as well as on office properties in preferred locations.
Properties which meet sustainability criteria, such as energy-efficient management, saw a rise in demand. During the first half of the
year, commercial property continued to be supported by a recovery from the Covid-19 pandemic. The second half of the year, how-
ever, saw increasing economic and monetary uncertainty: For example, construction phases were delayed since energy and construction
materials were subject to price hikes and supply bottlenecks. On the back of rising interest rates linked to inflation, financing costs
for newly-financed commercial properties increased in many markets since the start of 2022. Similarly, transaction yields have also
moved higher, depending on the market and type of property. At the same time, loan-to-value ratios on the financing markets fell
moderately or remained stable. Strong investor interest in the logistics sector ensured that the margins for office and logistics prop-
erties not only converged, but that in some markets logistics financings were more competitively priced.

Share of transaction volume observed worldwide in 2022
%

Hotel 10%

Retail 18 %
Office 38 %

Industrial/ Logistics 34 %

In an environment defined by uncertainty, Aareal Bank generated new business" of € 8.9 billion (2021: € 8.5 billion), which was
above the communicated target corridor of € 7 billion to € 8 billion. This was mainly attributable to a higher than expected volume
of renewals. The share of newly-originated loans was 67 % (2021: 63 %) or € 6.0 billion (2021: € 5.4 billion). Renewals amounted

 New business, excluding private client business and former Westimmo's local authority lending business
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to € 2.9 billion (2021: € 3.1 billion). Green financings of approximately € 1.0 billion were concluded for the full year. The volume
of green financings therefore increased by around € 1.8 billion to a total of € 2.2 billion, as some existing clients also issued the
required undertaking and related certificates for the first time. These green loans meet the high energy efficiency requirements of the
“Aareal Green Finance Framework” and the client undertakes to meet these requirements throughout the term of the loan. The criteria
for classification as a green building comprise the EU taxonomy criteria, an above-average sustainability rating by recognised rating
agencies or compliance with conservative energy efficiency criteria. All in all, Aareal Bank Group’s property financing portfolio had
grown to € 30.9 billion by the end of 2022.

At 65% (2021: 66 %), Europe accounted for the largest share of new business, followed by North America with 28 % (2021: 28 %)
and the Asia/Pacific region with 7% (2021: 6 %)."”

New business? 2022
by regions | by type of property (%)

Northern Europe 7 % Other 2%
Residential 10 %
Asia/Pacific 7%

Hotel 32 %

Southern Europe

8% Western Logistics 18 %
Central and Eastern Europe* 41 %
Europe 9%

Retail 18 %

North America 28 % Office 20 %

*Incl. Germany
2 New business, excluding private client business and former Westimmo's local authority lending business

With a share of 32 %, hotel properties accounted for the largest share in new business in terms of property type (2021: 26 %),
followed by office property with 20% (2021: 30 %), ahead of retail property with 18 % (2021: 22 %) and logistics property with 18 %
(2021: 19 %). Residential property represented 10% of the portfolio (2021: 3 %), while 2% was attributable to other property types
(2021: 0 %). “Other property types” exclusively referred to life science properties containing office space: these are heavily sought
after by investors.

Europe

Transaction volumes declined by around 17 % in Europe. Declining activity was observed in most European countries, and was par-
ticularly pronounced in Sweden, Germany and the UK. In France, however, volumes remained constant, while Italy and Spain even
recorded a year-on-year increase. All property types were affected by the decline across Europe as a whole, with retail property
posting the smallest volume decrease. In the case of hotel properties, transaction volumes have not yet returned to the levels seen
before the Covid-19 pandemic, despite a significant increase in international and domestic travel. Investor positions changed mar-
ginally compared to the previous year. Cross-border and institutional investors accounted for the majority on the buy side in 2022,
while private investors and REIT structures tended to be on the sell side.

 New business is allocated to the individual regions on the basis of the location of the property used as collateral. For exposures not collateralised by property,
allocation is based on the borrower*s country of domicile.
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As for office properties, both average rents in the prime segment, and average rents for the overall market, increased slightly over
the course of 2022. While some sub-markets, e.g. central locations in Amsterdam, Milan and Paris, also saw higher rent increases,
rents in Frankfurt and Helsinki virtually remained unchanged. Retail property rents remained stable in the vast majority of markets,
except for London and Milan where high-street rents increased, and Barcelona and Madrid where shopping centre rents declined.
Rents for logistics properties benefited from persistent strong demand and historically low vacancy rates in the entire segment, con-
tinuing the positive development of the last few years.

While prime yields for office properties changed only slightly in the first half of the year, they rose in the second half of the year in
line with the general increase in interest rates and financing costs on a European average. This picture was observed in almost all
major European cities. The German and Dutch markets recorded the strongest rises, with yields in secondary locations generally
increasing more strongly. As for logistics properties, the long-term trend of falling yields has reversed since the second quarter: this
development was particularly pronounced on the British, French and Dutch markets. Looking at retail properties, prime yields for both
shopping centres and high-street properties rose on a European average, which was essentially reflected in secondary locations as well.
As with office and logistics properties, the yield increases only became more and more apparent during the second half of the year.

In 2022, the ongoing recovery of global travel from the Covid-19 pandemic was clearly felt in the hospitality and hotel sector. Domestic
travel has seen the strongest recovery so far, whilst longer distance tourism recovered more slowly, probably due to travellers’ greater
familiarity with closer travel destinations and the higher sense of security that comes with it. In this environment, occupancy and
revenue per available room in European hotels increased year-on-year on average, even though pre-crisis levels had not been reached
for all markets by the end of the year.

The Bank originated new business of € 5.8 billion (2021: € 5.6 billion) in Europe during the year under review. As in previous
years, at around € 3.7 billion (2021: € 3.9 billion), Western Europe accounted for the largest share of this. This was followed by
Central and Eastern Europe, where new business of € 0.8 billion (2021: € 1.0 billion) was generated mainly in Poland, € 0.7 billion
(2021: € 0.5 billion) in Southern Europe and € 0.6 billion (2021: € 0.2 billion) in Northern Europe.

North America

Transaction volumes in North America decreased by around 12% in 2022 compared with the previous year. Despite this decline,
volumes were still above the long-term average and did not fall as much as in other regions. Except for the last quarter, the number
of transactions was higher than the long-term average, following reduced activity at the peak of the Covid-19 pandemic.
Cross-border and institutional investors were on the buy side for the most part, while REIT structures and private investors were
predominantly sellers.

Average rents offered for prime and secondary office properties in US metropolitan areas remained stable in 2022, which was also
true for relevant individual markets such as New York or Chicago. In San Francisco, rents declined slightly compared with the previ-
ous year. In contrast, the average shopping mall rents in the US were up on a national average. The rise was most pronounced in
Atlanta, Chicago and Dallas, whilst rent levels in New York remained stable and fell in San Francisco. Rents for logistics properties
again rose significantly, averaging around 12 % n