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Foreword
Dear Shareholders,

The positive trend of the first half of 2004 was not
repeated in the first six months of 2005. The capital
markets were hit by fears of growing inflation and a
cooling economy. Higher oil prices, a fear of interest rate
hikes and the continued high level of the euro were
responsible for this. According to Deutsche Borse's
turnover statistics, trading volumes declined by more than
11% against the first half of 2004. Only at the beginning
of June 2005 did the announcement of new elections in

Germany lead to an upturn in stock market turnover.

Despite fluctuations, the DAX recorded a gain of 7.8% in
the first half of the year. The second-tier stock indices
MDAX and SDAX clearly outperformed this figure again
at 17.6% and 21.0% respectively. The TecDAX increased
by 5.6%. The major foreign indices also improved after
adjustment for exchange rate effects. The NASDAQ-100
rose by 3.3%, the Nikkei 225 by 5.6% and the Dow Jones
by 6.8%. Only the DJ Stoxx 50 recorded a loss of 2.5%.

The General Meeting resolved to distribute a dividend of
€0.10 per share on the basis of the profit for fiscal year
2004. In future, the Company will continue to distribute
half of its profit to sharcholders. All agenda items were

adopted by a substantial majority.

Baader Wertpapierhandelsbank AG intends to acquire an
equity interest in a German financial services company
(target company). The target company's core business
area is portfolio management for hedge funds and
managed accounts. The planned transaction depends on
the results of due diligence, the outcome of the
contractual negotiations to be held, as well as the decision
by the Executive Board and the Supervisory Board of
Baader Wertpapierhandelsbank AG, and the executive
bodies of the target company.

Result of operations

Trading volumes in Q2 2005 remained below the figure
for the prior-year period, which led to a drop in Baader
Wertpapierhandelsbank AG’s net profit after taxes from
€1,928 thousand in Q2 2004 to €867 thousand in Q2
2005. Net profit for the half-year period also declined
year-on-year in line with this, falling 75.9% from €4,917
thousand to €1,183 thousand. The Group recorded a
profit from ordinary activities for the second quarter of
€926 thousand (previous year: €2,253 thousand). At
€6,601 thousand, net trading income again trailed the
unusually positive result recorded in Q2 of the previous
year (€9,282 thousand). In contrast, net fee and
commission income, at €4,839 thousand, more than
doubled again in Q2 2005, against the prior-year period's
€2,328 thousand. The main reason for the decline in
profits is the change in the IAS 39 accounting standard,
which since January 1, 2005 no longer permits the
reversal to income of impairment losses on available-for-
sale financial instruments. Instead such reversals must be
taken directly to the revaluation reserve. In the first half
of the year, the change in the revaluation reserve resulted
in an initial remeasurement gain of €552 thousand
relating to available-for-sale financial instruments whose

losses were not reversed and recognized in income.

Administrative expenses increased in H1 2005 by 13.2%
in comparison with the prior-year period. This is due in
part to the higher staff costs reported following the
consolidation of the subsidiaries Baader Service Bank
GmbH and Heins & Seitz Capital Management GmbH.
However, depreciation and amortization of property and
equipment and intangible assets increased, as a result of
the first-time full-year depreciation and amortization of

investments made in the previous year.

Net assets

At €156,175 thousand, total assets as of June 30, 2005
were down 5.9% on December 31, 2004 (€165,944
thousand). This is due in particular to the decline in assets
held for trading and loans and advances to other banks,
the latter of which was due among other things to the
cash outflow from the dividend distribution. The changes
in equity-accounted investments and goodwill result from
the consolidation of Heins & Seitz Capital Management
GmbH and SPAG AG. As of June 30, 2005, consolidated
shareholders' equity amounted to €111,896 thousand and
the equity ratio to 71.6 %.




Financial position

On June 30, 2005, short-term loans and advances to other
banks and available-for-sale securities amounted to
€56,344 thousand, while short-term liabilities to banks
totaled €16,286 thousand. This results in a net balance-
sheet liquidity surplus of €40,058 thousand. The solvency
of the Group was guaranteed at all times during the

period under review.

Outlook

Uncertainties also remain in the current quarter due to
fluctuations in the euro exchange rate and oil prices. In
addition, it is unclear how Germany's new Linkspartei
(the Left Party) will perform in the country's elections,
which are scheduled for September. On the basis of the
results for the first few weeks of the current quarter, and
if the stock market environment remains favorable, the
Executive Board expects a substantial improvement in
results for the third quarter as well, and continues to

forecast an increase in results for fiscal year 2005.

Accounting policies

In accordance with section 315a of the HGB, Baader
Wertpapierhandelsbank AG prepares its consolidated
financial statements in compliance with the International
Financial Reporting Standards (IFRSs) issued by the
International Accounting Standards Board (IASB), as
interpreted by the International Financial Reporting
Interpretations Committee (IFRIC). The following
interim report was prepared in accordance with IAS 34
for the Baader Group as of June 30, 2005. The same
accounting policies were used to prepare the interim
report and determine the comparative figures for last year
as were used in the consolidated financial statements as
of December 31, 2004. The amendments forming part of
the IASB's Improvement Project relevant to the Baader

Group were taken into consideration.

Consolidated companies

As of June 30, 2005, the companies included in Baader
Wertpapierhandelsbank AG’s consolidated financial
statements comprise the parent company itself, Baader
Management AG, Baader Service Bank GmbH, and
Heins & Seitz Capital Management GmbH. All these
companies are fully consolidated. Heins & Seitz Capital
Management GmbH has been included since January 1,
2005, i.e. with effect from the increase of Baader
Wertpapierhandelsbank AG’s investment in the company
to 70%. The company was previously included as an

associate at equity.




Consolidated Balance Sheet
June 30, 2005




Consolidated Income Statement

for the period January 1 to June 30, 2005

1. Interest income M 19364974 | 94
2. Interest expense (1) -419,671.63 _ -327
3. Net interest expense 1) _ -233
4. Allowance for losses on loans and
advances - -30
5. Net interest expense after allowance
for losses and advances - -263
6. Fee and commission income (2) 15,901,935.07 _ 8,972
7. Fee and commission expense 2) -5,559,607.57 _ -3,941
8. Net fee and commission income ?2) _ 5,031
9. Net trading income @) 1424573141 21,683
10. Net income from available-for-sale
financial instruments “) - 843
11. Net income from equity-accounted
investments Q) - 0
12. Net income from investment 6) _ 78
13. Administrative expenses (@) _ -21,287
14. Profit from operations _ 6,085
15. Other operating income @®) _ 622
16. Other operating expenses @®) _ -115
17. Income from ordinary activities _ 6,592
18. Income taxes on profit @®) _ -1,679
19. Net profit for the period before
minority interest - 4,913
20. Minority interest in net profit _ 4
21. Net profit for the period _ 4,917
22. Accumulated income brought
forward - 2,295

Earnings per share
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Statement of Changes in Equity

H



Cash Flow Statement

for the period January 1 to June 30, 2005




Segment Reporting

for the period January 1 to June 30, 2005




Notes to the Consolidated Income Statement
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Consolidated Balance Sheet Disclosures

Balance of cash
Assets Deutsche Bundesbank

160 >100,0

Loans and advances to other banks -8.2
- Payable on demand -10.5
- Other loans and advances >100.0
Loans and advances to customers 214
Allowance for losses on loans and advances -34.7

Bonds and other fixed-income securities -86.0

Equities and other non-fixed-interest securities

Unconsolidated affiliated companies

Investments in associates 2,929 0.1
Equities and other non-fixed-interest securities 16,747 -23.6
Bonds and dept securities 6,753 31.4

Other equity interests

Associated companies




Operating and office equipment

Land and buildings

Concessions, industrial and similar rights and assets
Goodwill

Claims for actual overpayment of taxes

Deferred tax assets 28,886 0.2

Other assets

Prepaid expenses

Deposits from other banks

- Payable on demand 9,713 -79.8
- With agreed maturity or notice 14,302 -1.7
Loans and advances to customers 15,037 -9.0

- Payable on demand

Provisions for pensions

Other provisions




Outstanding

Deferred tax liabilities

Other liabilities

Contingent liabilities

- Liabilities on guarantees and warranties 170 >100.0
- Liabilities from the granting of security
for thirdparty liabilities 0 0.0
Other commitments 3,331 -4.8
- Irrevocable loan commitments 3,331 -4.8
Information on consolidated subsidiaries

Name, Headquarters: Baader Management AG, Unterschleissheim

Equity interest/Share in voting right: 100.00 %

Name, Headquarters: Baader Service Bank GmbH, Unterschleissheim

Equity interest/Share in voting right: 100.00 %

Name, Headquarters: Heins & Seitz Capital Management GmbH, Miinchen

Equity interest/Share in voting right: 70.00 %
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