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Interim Group Management Report

1. Business and market environment

The continued escalation of the credit crisis in the USA is having an impact across the world's stock markets. To date,

the central banks have managed to combat economic downswings or crises within banking systems by means of

additional cash injections. However, due to significant increases in energy, commodity and foodstuff prices on a

global scale, they have been forced to introduce a restrictive monetary policy to allay the resulting danger of inflation.

The subsequent declines in the rates of exchange have impacted almost all industries and countries.

For this reason, the DAX – the German stock index – has gone down 20.4% in value since January. The German

SDAX small caps index and TecDAX technology companies index both fell by 18.3% and 20.9% respectively during

the current year. By contrast, the MDAX mid caps index lost just 8.4%.

On a euro basis, the American leading indices Dow Jones Industrial Average and the NASDAQ 100 sank by 20.6%

and 18.5% respectively. The Japanese Nikkei 225 shrank by 12.5%. The DJ STOXX 50 – the leading European index

– recorded a fall of 23.8% in the first six months of the year. The BRIC countries were also unable to escape these

developments. The Chinese SSEB stock exchange in Shanghai recorded a loss of 46.5%. The SENSEX in India fell by

43.0%.The Russian stock exchange (RTS) decreased by only 6.0% in the first half of the year. The Brazilian

BOVESPA ended the first half of the year with a plus of 5.8%. Enterprise values on the stock exchange in Muscat,

Oman, performed with significantly more success where the MSM 30 climbed by 18.4%. (All values given have been

adjusted for currency translation effects).

The prevailing financial crisis has prevented many IPO candidates from entering the capital market over recent

months. Six months into 2008 and only 3 companies took the step of going public, GK Software, Ropal Europe and

SMA Solar. In a comparison with the same period in the previous year, this is a drop of 88%.

Baader Wertpapierhandelsbank AG submitted a request to the Bundesanstalt für Finanzdienstleistungsaufsicht

(BaFin - German Federal Financial Supervisory Authority) for an extension to its permit to conduct banking business

pursuant to section 1 (1) clause 2 nos. 1, 2, 5, 8 and 9 of the Kreditwesengesetz (KWG – German Banking Act)

(deposit business, lending business, safe custody business, guarantee business and giro business) as well as financial

service transactions pursuant to section 1 (1a) clause 2 no. 1c and no. 3 of the KWG (placement business and financial

portfolio management). Baader Wertpapierhandelsbank simultaneously applied for membership in the

Einlagensicherungsfonds des Bundesverbandes deutscher Banken e.V. (the Deposit Protection Fund of the Association

of German Banks), in the Prüfungsverband deutscher Banken e.V. (the Auditing Association of German Banks) and in

the Bayerischer Bankenverband e.V. (the Bavarian Association of Banks).

Once the full banking licence has been received, it is intended that Baader Service bank GmbH, a wholly owned

subsidiary of Baader Wertpapierhandelsbank AG, will be merged with the parent company.

In order to push ahead with the diversification strategy within the core business area of securities trading and to

participate in the attractive fund trading growth market, Baader Wertpapierhandelsbank acquired all of DBM Deutsche

Börsenmakler GmbH. DBM Deutsche Börsenmakler GmbH was merged on 16 June 2008 retroactively to the

beginning of the year. This makes Baader the leading specialist in stock exchange fund trading with actively managed

funds, holding around 70% of the market share in this area on the Frankfurt Stock Exchange, 70% on the Munich

Stock Exchange, 30% on the Düsseldorf Stock Exchange and 100% on the Berlin Stock Exchange. Furthermore,

DBM was the specialist for securitised derivatives and shares on the Frankfurt Stock Exchange and specialist for

bonds and securitised derivatives on the Düsseldorf Stock Exchange. DBM also operated in agency business in shares

with national and international banks and was the leading provider of financial portals for bonds and mutual funds.

These business segments were also taken over and integrated into Baader Wertpapierhandelsbank as part of the

merger.
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In December 2007, direcct AG submitted a request to operate investment and trade brokerage as well as investment

consultation. The Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin – German Financial Supervisory Authority)

granted permission to provide these services and the company now has the status of a financial service institute.

In June 2007, Baader Wertpapierhandelsbank AG increased its interest in the subsidiary Conservative Concept

Portfolio Management AG (CCPM) in Bad Homburg by 4.46% to 59.82%. In June 2008, Baader Wertpapier-

handelsbank also subscribed to a capital increase of Gulf Baader Capital Markets S.A.O.C. in Oman. However, the

ownership interest remains unchanged at 24.90%.

On 26 June 2008, the Annual General Meeting confirmed the offices of the existing Supervisory Board members Dr

Norbert Juchem, Dr Christoph Niemann, Dr Horst Schiessl and Helmut Schreyer. The employee representatives Jan

Vrbsky and Theresia Weber, recently newly elected by employees, will relieve Rainer Merklinghaus and Thomas

Wiegelmann of their duties on the Supervisory Board. Under condition of receiving a full banking licence from BaFin,

the Annual General Meeting resolved a corresponding amendment to the Articles of Association. The company

Baader Wertpapierhandelsbank AG will then be changed to Baader Bank AG. Furthermore, the committee resolved to

distribute a dividend of EUR 0.25 per share.

At the end of the first half of the year, Baader managed 13,590 order books related to equities. Securitised derivatives

such as warrants, certificates and ETFs accounted for 239,532 of these order books; bonds and participation

certificates accounted for 10,795 and actively managed funds accounted for 2,322. This is in addition to a further

51,537 order books from DBM. The Baader Group thus managed a total of 317,776 order books as at 30 June 2008,

which corresponds to an increase of 135%.

2. Result of operations

The effects of the financial crisis on the capital markets continue to impact revenues in the financial services industry.

For Baader Wertpapierhandelsbank AG, this is particularly noticeable in the specialist activities involving equities due

to falling trading revenues on stock exchanges with extremely volatile share price fluctuations. However, it is also

becoming evident that the diversification strategy means that positive earnings are being generated despite turbulence

on the stock markets. Against this backdrop, Baader Wertpapierhandelsbank AG ended Q2 2008 with slight profits

from ordinary activities of EUR 316 thousand. However, profits in the months of April to June 2008 were lower than

that recorded in the same period of the previous year (EUR 7,092 thousand). A decline in net fees and commissions of

EUR 2,742 or -23.9% and in net trading income of EUR 2,850 or 22.6% contributed to this development.

In the first half of the year, the Group generated net profit before taxes and minority interests of EUR 6,264 thousand

(previous year: EUR 13,977 thousand). Earnings per share amount to EUR 0.14, down from EUR 0.31 in the same

period of the previous year.

Administrative expenses of EUR 41,051 thousand rose compared with the same period of the previous year (EUR

38,604 thousand). Although staff costs decreased due to earnings, other administration costs increased noticeably. This

was primarily caused by the DBM Deutsche Börsenmakler GmbH merger. Depreciation of property, plant and

equipment as well as amortisation of intangible assets fell due to some of the useful life being revised.

3. Net assets

At EUR 340,633 thousand, total assets as at June 30 2008 increased by 30.6% as against EUR 260,875 thousand on 31

December 2007. The increase in assets is primarily attributable to the DBM merger and the rise in loans and advances

to other banks as a result of collateral payments for customer business which have yet to be deposited. In contrast to

this, there is a significant increase in amounts due to customers.
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In addition to this, the Baader Service Bank GmbH’s intensification of loans and advances has led to a corresponding

increase in loans and advances to customers. The decrease of the companies consolidated at equity item is attributable

to the deconsolidation of three special funds in accordance with the Investmentgesetz (InvG - German Investment

Act). Here, company interests of less than 20% were achieved.

The Group’s shareholders’ equity amounted to EUR 157,489 thousand as of 30 June 2008 (31 December 2007: EUR

165,364 thousand). The equity ratio is thus 46.2%. The decline in shareholders’ equity is attributable to the dividend

distribution of EUR 0.25 per share, totalling at EUR 11,381 thousand, for financial year 2007.

4. Financial position

On 30 June 2008, short-term loans and advances to other banks and available-for-sale negotiable securities of EUR

190,420 thousand were offset by current liabilities to other banks of EUR 128,370 thousand. This results in a net

balance sheet liquidity surplus of EUR 62,050 thousand. The Group’s liquidity was secured at all times during the

period under review.

5. Supplemental report

The Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin - German Federal Financial Supervisory Authority) has

granted Baader Wertpapierhandelsbank AG of Unterschleissheim an extension to its permit to conduct banking

business pursuant to Article 1 (1a) clause 2 numbers 1a, 1c and 3 as well as clause 3 of the Kreditwesengesetz (KWG -

German Banking Act) (investment advice, placement business, financial portfolio management as well as own account

deals) as well as to conduct banking business pursuant to Article 1 (1) clause 2, numbers 1, 2, 5, 8 and 9 of the KWG

(deposit business, lending business, safe custody business, guarantee business and giro business).

With effect of this notification, Baader Wertpapierhandelsbank AG has become a member of the

Entschädigungseinrichtung deutscher Banken (EdB – Compensation Fund of German Banks) pursuant to article 32

(3a) of the KWG. All the requirements for renaming Baader Wertpapierhandelsbank AG to Baader Bank AG, as

resolved at the Annual General Meeting of 26 June 2008, are hereby met. An application has already been filed for a

corresponding entry in the commercial register.

6. Risk report

Principles of risk management

Generating earnings in banking is generally not possible without entering into risks. The core elements of the success-

orientated governance of the Baader Group therefore involve conscious handling, active management and ongoing

identification and monitoring of risks. As the parent institution, Baader Wertpapierhandelsbank AG is responsible for

establishing a risk control system throughout the Group, which complies with the Mindestanforderungen an das

Risikomanagement (MaRisk – Minimum Requirements for Risk Management) issued by BaFin. In this context,

Baader takes special care to ensure that the various business activities are suitably backed with equity.

Risk-bearing capacity and strategy

With this basic conviction as a starting point, the Baader Group’s management is regularly provided with an overview

of the forms that all the risks take within the Group based on the MaRisk. This basis guarantees that the Group’s risk-

hedging potential covers all material risks at all times, thus ensuring the risk-bearing capacity required. The business

and risk strategy, the allocation of risk capital across the individual risk types and business segments and the limits for

the following financial year are adopted as part of a resolution.
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Internal control system

The internal control system stipulated in accordance with the MaRisk requires the setup of risk management and risk

control processes which ensure that material risks within the Group are identified, assessed, managed and

communicated. These processes ensure that material risks are identified in good time, completely recorded and

presented in an appropriate manner.

Of the risk types identified within the Baader company, the following risks can be considered material: counterparty

default risks, market price risks, operational risks and business risks. These are presented briefly below:

Counterparty default risks

A distinction is made in counterparty default risks between credit risks, counterparty risks and investment risks.

Within the Group, only Baader Service Bank GmbH performs lending business as defined by Section 1 (1) No. 2 of

the Kreditwesengesetz (KWG – German Banking Act). This guarantees customers (non-genuine) Lombard loans

against collateral in listed securities, the lending value of which is set at an extremely conservative level and/or against

bank guarantees. The following table shows lending exposure as at 30 June 2008:

Furthermore, only money market deposits at banks are made within the Group as part of the lending business. Money

market facilities exist at the Bank for such transactions based on either external credit ratings or internal credit checks

with the corresponding credit decisions.

When trades are settled, a counterparty risk can arise if a trading partner fails to fulfil all of his or her obligations. A

distinction must be made between the replacement risk in the event of default of a counterparty and the resulting

inability to settle transactions that have been concluded on the one hand, and the advance payment risk that can arise

from transactions not settled as delivery versus payment (DVP) transactions on the other. As a rule, all transactions

conducted by the Bank are settled as delivery versus payment transactions, so no replacement risks arise here. The

only exception to this is the settlement of promissory note loan transactions where Baader is the counterparty in the

purchase sales agreement. Since the payments in the case of these transactions are “free of delivery”, i.e. payment and

transfer of the instrument do not occur concurrently, Baader is subject to counterparty risk in the sense of an advance

payment risk.

Total credit Drawdowns Unutilised loan Evaluated

90 days or

more

exposure commitments collateral overdue as %

EUR EUR EUR EUR of total

million million million million exposure

Private customers 30.82 10.39 20.43 31.21 0.00 %

of which employees 1.70 0.87 0.83 - 0.00 %

Corporate customers 10.74 0.02 10.72 6.20 0.00 %

TOTAL 41.56 10.41 31.15 37.41
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Market price risks Market risk is the risk of a fluctuation in the value of a given item due to changes in market prices,

e.g. share prices, exchange rates, interest rates and volatility. At the end of the quarter, the following risk positions

with the following market values were held in EUR million:

Market price risks are measured using a value-at-risk (VaR) model based on Monte Carlo simulations (generally a

one-day holding period and a confidence level of 99%). The input risk parameters are determined using a variance-

covariance matrix based on the Bank’s own historical summaries, which are exponentially weighted. In past years, the

following VaR values were calculated in EUR million:

Operational risks

Operational risk is the danger of losses that occur as a result of the inadequacy or failure of internal procedures, people

and systems or of external events. This also includes legal risks. Strategic and reputation risks are excluded.

The risk potential is evaluated, i.e. operational risks are identified and assessed, by the Risk Control department of the

Group’s parent using questionnaires to be filled out every six months by our operational risk managers. In addition, it

is the operational risk manager’s responsibility to report any losses that occur from operational risks. Significant losses

are immediately analysed with regard to their causes. Losses totalling EUR 152 thousand have been reported to date in

financial year 2008. The highest individual loss here was EUR 33 thousand and can be classified under the Basel II

category Business interruptions and system failures.

At the end of the quarter, no significant ongoing or potential legal disputes involving material financial risks were

known.

Business risk

Business risk describes the uncertainty that accompanies operation of a business. Business risk is countered in the

business strategy and the responsible action of the management. In accordance with BaFin’s risk management

requirements and MaRisk, the Group management defines a business strategy and a risk strategy consistent with these

goals and plans, taking the risk-bearing capacity into account, for the coming financial year.

CASH MARKET FORWARD MARKET

Equities 24,63 Optionen 0.00

Bonds 9.63 Futures -2.30

Funds, Index-and Funds-Linked

Certificates 20.46 Swaps 6.58

Securitised Derivatives 2.70

Value-at-risk 2004 2005 2006 2007 QI/2008 QII/2008

trading segments

VaR at the end of the

period 0.74 0.83 0.78 1.32 1.48 1.41

MinimumVaR 0.70 0.51 0.68 1.11 1.14 1.21

Maximum VaR 1.73 1.46 2.84 2.73 2.60 1.67

Average VaR 1.04 0.84 1.19 1.36 1.60 1.41
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7. Outlook

In Q2 2008, Baader Wertpapierhandelsbank AG affirmed its position as a leading securities trading bank and the

largest stock broker in Germany. The Baader Wertpapierhandelsbank AG high execution and price quality as well as

the integration of DBM Deutsche Börsenmakler GmbH have both contributed to this status.

As Baader Wertpapierhandelsbank AG expected in the previous quarter, the financial industry will be have to contend

with the consequences of this crisis throughout the whole of this year. The belief that the competition and

consolidation pressure which could be seen before the current crisis within the European financial industry due to

falling margins, substantial investment expenses and requirements by the supervisory authorities is due to increase

further has become a reality. The competition to be found on stock exchanges and trading platforms as well as the

concentration process amongst financial institutions and brokerage firms on a national and European level are due to

continue. Despite a diversification strategy, Baader Wertpapierhandelsbank AG cannot evade the situation; however, it

is possible that the consequences can be absorbed. The Bank’s broad position and its own equity strength mean that it

is well prepared to actively shape this trend. To counter the ongoing pressure on margins in stock market trading,

options for reducing trading and settlement costs are still being evaluated.

The upcoming months will be marked by a continued high degree of fluctuation on the market and declines in

revenues within equities trading. However, strict risk management will keep the dangers within tight limits. In

contrast, bond trading is profiting from the rising interest rates. An expected high return difference between default-

encumbered and risk-free bonds (credit spreads) is also to be included here. The trading of securitised derivatives and

actively managed funds are equally showing positive perspectives, even in the currently difficult phase on the stock

market.

November of this year will see the first anniversary of the EU’s MiFID (Markets in Financial Instruments Directive)

being implemented nationally. Following this, commercial banks will be required to review their best execution

policies, providing new opportunities of offering these financial institutions a MiFID-compliant service with the aim

of generating additional order revenue. An increase is expected here in 2008, mainly from the cross-selling effects

with the best execution services offered.

The competitive and price pressure affecting issue business is also likely to grow. Baader Wertpapierhandelsbank AG

will counter this trend by expanding its distribution channels and increasing its qualitative lead in its existing network.

The value added chain is to be expanded at the same time with new products and markets being added.

In order to participate in economically up-and-coming regions, Baader Wertpapierhandelsbank AG is in the process of

also growing beyond national borders in its core business areas. In addition to the Indian growth market, Baader

Wertpapierhandelsbank AG is focusing on countries in the Persian Gulf region. The investment in Gulf Baader Capital

Markets S.A.O.C. (GBCM) in Muscat (Oman) provides Baader Wertpapierhandelsbank AG with access to the capital

markets in the Gulf States. It is a declared aim to establish connections in other countries, using Oman as a base.

GBCM is currently planning an investment in a brokerage house in Dubai (United Arab Emirates) with trading access

to the financial markets in Dubai and Abu Dhab
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Overall, Baader Wertpapierhandelsbank AG is expecting 2008 to be a difficult year on the stock markets, a year that is

marked by continued high volatility. European capital markets will feel the effects of the subprime and credit crisis in

the USA long after 2008. For these reasons, 2008 will be a year in which it is increasingly difficult for Baader to

achieve the same level of operating income as the previous year. The subsidiaries’ areas of business, which are largely

independent of the core business of Baader Wertpapierhandelsbank AG, will compensate for this by contributing

towards making the Group’s earnings less susceptible to fluctuations in the securities markets, particularly the stock

markets.

Unterschleissheim, July 31, 2008

Baader Wertpapierhandelsbank AG

Board of Directors

Uto Baader Dieter Brichmann

Stefan Hock Christopher Schütz Dieter Silmen
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Consolidated Balance Sheet (short form)

June 30, 2008

ASSETS June 30, 2008 Dec. 31, 2007

Notes ! € thousands

1. Cash reserve (3) 95,794.49 3,273

2. Loans and advances to other banks (4) 108,852,295.58 75,338

3. Loans and advances to customers (4) 15,598,753.07 2,521

4. Allowance for losses on loans and

advances (4) -41,511.50 -62

5. Assets held for trading (5) 65,529,609.47 47,627

6. Available-for-sale financial

instruments (6) 14,782,682.98 9,304

7. Equity-accounted investments (7) 19,570,353.27 38,216

8. Property and equipment (8) 20,641,680.44 20,846

9. Intangible assets (9) 21,661,276.04 12,513

10. Goodwill (9) 25,748,019.84 4,600

11. Income tax assets (10) 12,278,387.85 12,071

12. Other assets (11) 12,122,213.71 11,251

13. Deferred tax assets (10) 23,793,823.30 23,377

Total Assets 340,633,378.54 260,875

LIABILITIES AND SHAREHOLDERS' EQUITY June 30, 2008 Dec. 31, 2007

Notes € € thousands

1. Deposits from other banks (12) 59,942,048.11 19,751

2. Amounts due to customers (12) 70,457,824.22 41,430

3. Liabilities held for trading (13) 10,266,012.85 0

4. Provisions (14) 18,859,339.38 17,314

5. Income tax liabilities (15) 2,548,890.95 2,560

6. Other liabilities (16) 16,296,617.95 12,723

7. Deferred tax liabilities (15) 4,773,965.01 1,733

8. Shareholders' equity (17) 157,488,680.07 165,364

Total liabilities and

shareholders' equity 340,633,378.54 260,875
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Consolidated income statement (cumulative)
for the period January 1 to June 30, 2008

The diluted earnings per share amount to EUR 0.14. The exercisable stock options that are ‘in the money’ (see note

30), which are accounted for in the calculation of the weighted average number of outstanding shares for the diluted

earnings per share only affect diluted earnings per share to a negligible extent.

Jan. 1 -

June 30, 2008

Jan. 1 -

June 30, 2007

Notes € € €

1. Interest income (18) 1,422,019.09 1,087

2. Interest expense (18) -968,448.33 -569

3. Net interest income/expense (18) 453,570.76 518

4. Allowance for losses on loans and

advances (19) -10,441.86 0

5. Net interest income/expense after

allowance for losses on loan and

advances 443,128.90 518

6. Fee and commission income (20) 26,929,985.64 35,462

7. Fee and commission expense (20) -8,044,903.37 -10,296

8. Net fee and commission income (20) 18,885,082.27 25,166

9. Net trading income (21) 25,893,365.00 29,766

10. Net expense/income from available-

for-sale inancial instruments (22) 211,089.91 33

11. Net income from equity-accounted

investments (23) 451,624.08 1,357

12. Administrative expenses (24) -41,050,555.31 -38,604

13. Profit from operations 4,833,734.85 18,236

14. Other operating income (25) 1,073,258.09 866

15. Other operating expenses (25) -240,551.92 -197

16. Profit ordinary activities 5,666,441.02 18,905

17. Income taxes on profit from

ordinary activities (26) 661,654.51 -4,915

18. Net profit for the period before

minority interests 6,328,095.53 13,990

19. Minority interests in net profit for

the period -64,101.54 -13

20. Net profit for the period 6,263,993.99 13,977

21. Accumulated income brought

forward 381,138.91 3,732

22. Consolidated net profit/loss 6,645,132.90 17,709

Jan. 1 -

June 30, 2008

Jan. 1 -

June 30, 2007

€ €

Earnings per share 0.14 0.31
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Income Statement Quarterly Overview

II/2008 I/2008 II/2007 I/2007

€ thousands

1. Net interest income/expense 196 258 360 158

2. Allowance for losses on loans and

advances 0 -11 0 0

3. Net interest income/expense after

allowance for losses on loans and

advances 196 247 360 158

4. Net fee and commission income/expense 8,753 10,132 11,495 13,671

5. Net trading income 9,773 16,120 12,624 17,142

6. Net income/expense from available-for-

sale financial instruments 73 138 66 -33

7. Net income/expense from equity-

accounted investments 479 -28 265 1,092

8. Administrative expenses -19,484 -21,567 -18,164 -20,440

9. Profit /loss from operations -209 5,042 6,646 11,590

10. Other operating income 676 397 531 335

11. Other operating expense -151 -89 -85 -112

12. Profit/loss from ordinary activities 316 5,350 7,092 11,813

13. Income Taxes on profit from ordinary

activities 192 470 -1,844 -3,071

14. Net profit/loss for the period before

minority interest 508 5,820 5,248 8,742

15. Minority interest in net profit/loss -7 -57 100 -113

16. Net profit/loss for the period 501 5,763 5,348 8,629
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Statement of changes in equity as of 30 June, 2008

Issued

capital

Share

premium

Retained

earnings

Revaluation

reserve

Currency

translation

reserve

Consolidated

net profit

Total

before

minority

interests

Minority

interests

Shareholders'

equity

€ thousands

Shareholders' equity

as of 31 Dec. 2006 45,494 60,978 8,000 6,125 -1 30,668 151,264 1,362 152,626

Consolidated net profit

for the period 29,029 29,029 29,029

Transfer to retained

earnings 15,570 -15,570 0 0

Gains/losses 0 -57 -57

Net change in the

revaluation reserve -4,898 -4,898 -4,898

Net change in the

currency reserve -9 -9 -9

Comprehensive net

profit for 2007 0 0 15,570 -4,898 -9 13,459 24,122 -57 24,065

Capital increases 301 301 371 672

Changes in treasury

shares 9 -133 -124 -124

Gains/losses (previous

year) 0 0

Dividends -11,365 -11,365 -11,365

Changes in the

consolidated

group/other changes -242 -242 -268 -510

Shareholders' equity

as of 31 Dec. 2007 9 -74 15,570 -4,898 -9 2,094 12,692 46 12,738

Consolidated net profit

for the period 6,264 6,264 6,264

Transfer to retained

earnings 21,000 -21,000 0 0

Gains/losses 0 64 64

Net changes in the

revaluation reserve -2,820 -2,820 -2,820

Net change in the

currency reserve 2 2 2

Comprehensive net

profit by 30 June 2008 0 0 21,000 -2,820 2 -14,736 3,446 64 3,510

Capital increases 0 0

Changes in treasury

shares 20 271 291 291

Dividends -11,381 -11,381 -11,381

Changes in

consolidated group /

other changes -189 -189 -106 -295

Shareholders' equity

as of 30 June 2008 29 8 36,570 -7,718 -7 -24,023 4,859 4 4,863
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Cash flow statement

The cash flow statement presents the composition of, and changes in, cash and cash equivalents during the reporting

period. It is classified by cash flows from operating, investing and financing activities. The objective of this

classification is to illustrate how cash and cash equivalents were generated in the Group and used in the period under

review.

Cash and cash equivalents are composed exclusively of the cash reserve, which comprises cash in hand and deposits

with Deutsche Bundesbank. The item does not include loans and advances to other banks, which are payable on

demand.

Shares in Deutsche Börsenmakler GmbH (cf. Note 2) were acquired with retroactive effect to 1 January 2008. In this

respect, they were payments for the acquisition of investments in consolidated companies. This item falls under cash

flows from investing activities. The purchase price of EUR 39,194 thousand was paid in cash, but in accordance with

the determination above does not form part of cash and cash equivalents. The purchase price is derived from the assets

measured at fair value and liabilities amounting to net EUR 18,046 thousand plus goodwill in the amount of EUR

21,148 thousand. The acquisition did not include cash and cash equivalents.

Jan. 1 - June 30,

2008

Jan. 1 - June 30,

2007

€ thousands € thousands

Net profit for the period

(including minority interest in net profit) 6,264 13,977

Non-cash items contained in the net profit for the period

and reconciliation to net cash from operating activities 1,462 2,895

Subtotal 7,726 16,872

Change in assets and liabilities from operating activities 41,615 699

Net cash from operating activities 49,341 17,571

Net cash used in investing activities -41,190 -1,206

Net cash from/used in financing activities -11,329 -11,425

Net change in cash and cash equivalents -3,177 4,940

Effect of exchange rate adjustments and changes in Group

structure 0 0

Cash and cash equivalents at beginning of period 3,273 485

Cash and cash equivalents at end of period 96 5,425

Composition of cash and cash equivalents at 30 June

Cash reserve 96 5,425
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Assets and liabilities of the companies acquired can be broken down as follows:

Carrying

amounts Fair values

Assets € thousands € thousands

Loans and advances to banks

13,052 13,052

Loans and advances to

customers 10 10

Assets held for trading 13,898 14,149

Available-for-sale financial

instruments 235 565

Property, plant and

equipment 270 270

Intangible assets 26 11,615

Deferred tax assets 0 9

Other assets 854 854

28,345 40,524

Equity & Liabilities € thousands € thousands

Liabilities held for trading 14,126 14,126

Provisions for pensions 431 461

Other provisions 425 198

Deferred tax liabilities 0 3,524

Other liabilities 4,169 4,169

19,151 22,478
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Notes (short form)

(1) ACCOUNTING PRINCIPLES

In accordance with Regulation (EC) 1606/2002 of the European Parliament and of the Council dated 19 July 2002 and

Regulation (EC) 2086/2004 of the European Commission, the interim financial statements of Baader

Wertpapierhandelsbank AG as of 30 June 2008 were prepared on the basis of the International Accounting Standards

(IASs) and International Financial Reporting Standards (IFRSs) issued and published by the International Accounting

Standards Board (IASB). These financial statements are based on the IASs/IFRSs that have been endorsed by the

European Commission and are consistent with IAS 34 (Interim Financial Reporting). The same accounting policies

were applied to this interim report as to the consolidated financial statements for the year ended 31 December 2007,

with the exception of the change in the useful lives of order books (cf. Note 9) and the change in the measurement of

the tax assets (cf. Note 10).

(2) BASIS OF CONSOLIDATION

There were no changes in the companies included in consolidation for the purposes of the interim report as of 30 June

2008 compared with the consolidated financial statements for the year ended 31 December 2007. In addition to the

parent company Baader Wertpapierhandelsbank AG, the consolidated financial statements include six subsidiaries in

which Baader Wertpapierhandelsbank AG holds a direct or indirect interest of more than 50% or over which it

exercises a controlling influence. Of these companies, five are headquartered in Germany (previous year: five) and one

is headquartered abroad. There are no subsidiaries or associates that are immaterial for transparency of the Group’s net

assets, financial position and result of operations.

DBM Deutsche Börsenmakler GmbH in Frankfurt am Main, in which Baader Wertpapierhandelsbank AG acquired a

100% interest in February 2008 retroactively to 1 January 2008, was legally merged on 16 June 2008 by means of

entry into the commercial register (HRB 121537), also retroactively to 1 January 2008. This makes Baader the leading

specialist in stock exchange fund trading with actively managed funds, holding around 70% of the market share in this

area on the Frankfurt Stock Exchange, 70% on the Munich Stock Exchange, 30% on the Düsseldorf Stock Exchange

and 100% on the Berlin Stock Exchange. Furthermore, DBM was the specialist for securitised derivatives and shares

on the Frankfurt Stock Exchange and specialist for bonds and securitised derivatives on the Düsseldorf Stock

Exchange. DBM also operated in the agency business for equities with national and international banks and was the

leading provider of financial portals for bonds and mutual funds. These business segments were also taken over and

integrated into Baader Wertpapierhandelsbank AG as part of the merger.

The purchase price for the acquisition of this investment was EUR 39,194 thousand.

As part of the first-time consolidation of DBM, the fair values of the acquired, identifiable assets and liabilities on the

date of acquisition were calculated for the purposes of distributing the total purchase price of EUR 39,194 thousand

(revaluation method). Furthermore, intangible assets not reported to date at DBM must be identified and measured if

they fulfil the recognition criteria.

Hidden reserves and charges in the amount of EUR 778 thousand, less deferred tax assets and liabilities of EUR 143

thousand were discovered when the assets and liabilities already reported were revalued. This resulted in revalued

equity of EUR 9,829 thousand.

In addition to equity, a premium accounted for by intangible assets not yet reported was paid to acquire shares in

DBM. The order books relating to funds, equities and bonds managed by the company were identified as intangible

assets eligible for recognition. Based on the currently valid recognition practices for order books and the planning

period for the long-term corporate planning of the Baader Group, a useful life of 10 years was recognised for the order

books.



17

The values of the order books were calculated using an acknowledged measurement method – the discounted cash

flow method – by discounting the cash flows expected after taxes directly attributable to the order books using a risk-

adequate and maturity-matching capitalisation interest rate.

The total value of the order books recognised for the first time as part of the acquisition and the merger amounted to a

fair value of EUR 11,589 thousand as at the date of acquisition on 1 January 2008. EUR 3,372 thousand of this

amount is attributable to deferred tax liabilities at a tax rate of 29.10%. The costs of acquiring the investment in DBM

of EUR 39,194 thousand and the revalued equity of EUR 9,829 thousand yielded goodwill of EUR 21,148 thousand.

The merger of DBM means that Baader Wertpapierhandelsbank AG holds a direct 30% interest in Berlin Asset

Management GmbH. Berlin Asset Management GmbH is reported in the Consolidated Financial Statements as an

equity-accounted investment. The interest was revalued as part of the purchase price allocation. The revaluation

corresponds to the proportionate equity and amounts to EUR 159 thousand. There is thus no goodwill.

Berlin Asset Management GmbH operates in the areas of full service consulting on asset management for institutions

and portfolio structure, as well as allocation-orientated financial portfolio management for high-net-worth private

clients.

In the case of the subsidiary direcct AG, 100% of the shares of which were previously held indirectly via the

investment in CCPM, Baader Wertpapierhandelsbank AG registered a capital increase of EUR 1,397 thousand,

disapplying subscription rights, thereby acquiring 75% of the shares in direcct AG. The capital increase was filed in

January 2008. However, from the point of view of the Group, no changes have occurred in the consolidation.

In June 2008, Baader Wertpapierhandelsbank AG increased its interest in the subsidiary Conservative Concept

Portfolio Management AG (CCPM) in Bad Homburg by 4.46% to 59.82%. The purchase price for the share increase

of 4.46% amounted to EUR 296 thousand. The cumulative cost of the investment therefore amounts to EUR 3,665

thousand. This acquisition, which does not fall under IFRS 3, was presented as a transaction with minority

shareholders. The expenses were charged directly to equity.

In accordance with the Investmentgesetz (InvG – German Investment Act), four companies (previous year: three) and

interests in two special funds (previous year: five) were included in the consolidated financial statements as associates.

The deconsolidation of three special funds can be attributed to the fact that interests of less than 20% were achieved.

In June 2008, Baader Wertpapierhandelsbank AG subscribed to a capital increase of Gulf Baader Capital Markets

S.A.O.C. in Oman. Subsequently, the carrying value increased to EUR 4,886 thousand and the ownership interest

remains at 24.90%.

NOTES TO THE CONSOLIDATED BALANCE SHEET

(3) CASH RESERVE 30 Jun. 2008 31 Dec. 2007 Change

€ thousands € thousands in %

Cash in hand 2 1 100.0

Deposits with Deutsche Bundesbank 94 3,272 -97.1

Total 96 3,273 -97.1
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Other loans and advances (loans and advances to other banks) have a remaining term of up to one year. Loans and

advances to customers are payable on a daily basis.

(4) LOANS AND ADVANCES 30 Jun. 2008 31 Dec. 2007 Change

€ thousands € thousands in %

Loans and advances to other banks 108,852 75,338 44.5

- payable on demand 101,893 56,318 80.9

- other loans and advances 6,959 19,020 -63.4

Loans and advances to customers 15,599 2,521 >100,0

Allowances for losses on loans and advances -42 -62 -32.3

Total 124,409 77,797 59.9

(5) ASSETS HELD FOR TRADING 30 Jun. 2008 31 Dec. 2007 Change

€ thousands € thousands in %

Bonds and other fixed-interest securities 11,019 7,468 47.5

Equities and other non-fixed-interest securities 54,511 40,149 35.8

Positive fair values of derivatives 0 10 -

Total 65,530 47,627 37.6

(6) AVAILABLE-FOR-SALE FINANCIAL

INSTRUMENTS

30 Jun. 2008 31 Dec. 2007 Change

€ thousands € thousands in %

Equity investments 1,902 3,203 -40.6

Equities and other non-fixed-interest securities 12,497 5,723 >100,0

Bonds and debt securities 384 378 1.6

Total 14,783 9,304 58.9

(7) EQUITY-ACCOUNTED INVESTMENTS 30 Jun. 2008 31 Dez. 2007 Change

€ thousands € thousands in %

Associates 9,834 7,898 24.5

Investment fund units 9,736 30,318 -67.9

Total 19,570 38,216 -48.8

(8) PROPERTY AND EQUIPMENT 30 Jun. 2008 31 Dec. 2007 Change

€ thousands € thousands in %

Operating and office equipment 1,748 1,524 14.7

Land and buildings 18,894 19,322 -2.2

Total 20,642 20,846 -1.0



19

As part of the acquisition of the shares in Deutsche Börsenmakler GmbH, the order books relating to funds, equities

and bonds present in the company were identified as intangible assets which were previously excluded from

recognition as internally generated assets, but must be carried separately from goodwill in the course of the

acquisition.

Additions to goodwill are solely attributable to the acquisition of the cash-generating unit Deutsche Börsenmakler

GmbH. See also the additional explanations under note 2.

The useful life of the order books resulting from earlier corporate acquisitions was reviewed on 1 January 2008 and

extended for a further 10 years for order books relating to equities and bonds and 4 years for order books relating to

derivatives. In the case of the order books relating to derivatives, the change in the estimate is due to an extension of

the contractual basis. Holdings of order books relating to equities and bonds were confirmed as part of the

redistribution of order books by the Frankfurt Stock Exchange in November 2007. The distribution period was

extended from what was previously 18 months to 30 months and the distribution criteria were more strictly orientated

toward quality and performance. Empirical values show very positive results in the performance benchmarks of

Baader Wertpapierhandelsbank AG and market shares that remain the same or have even increased.

Ultimately, changes in the estimated useful lives will only negatively impact the income statement slightly by EUR

1,316 thousand for the 2008 financial year.

The consolidated financial statements of Baader Wertpapierhandelsbank AG recognise deferred tax assets on unused

tax loss carryforwards. In accordance with IAS 12, these must be recognised to the extent that it is probable that future

taxable income will be available against which the as yet unused tax losses can be offset.

As at 31 December 2007, the tax loss carryforwards of Baader Wertpapierhandelsbank AG expected to be used

amounted to EUR 83,075 thousand. This previously included EUR 30,018 thousand, which represented an addition to

the taxable income of Baader Wertpapierhandelsbank AG resulting from an addition to income due to the write-downs

charged in the past of an investment in a subsidiary. The current version of the provision governing additions laid

down in section 12 (2) of the Umwandlungssteuergesetz (UmwStG – German Reorganisation Tax Act) was deemed

valid by the Federal Constitutional Court on 15 January 2008, notwithstanding the fact that its realisation was

unconstitutional. This judgment renders it impossible under revenue law to recognise the EUR 30,018 thousand as a

loss carryforward for Baader Wertpapierhandelsbank AG.

(9) INTANGIBLE ASSETS AND GOODWILL 30 Jun. 2008 31 Dec. 2007 Change

€ thousands € thousands in %

Software 2,999 4,069 -26.3

Order books 16,797 6,459 >100.0

Trading strategies 1,865 1,985 -6.0

Goodwill 25,748 4,600 >100.0

Total 47,409 17,113 >100.0

(10) INCOME TAX ASSETS 30 Jun. 2008 31 Dec. 2007 Change

€ thousands € thousands in %

Current tax claims from overpayment of taxes 12,278 12,071 1.7

Deferred tax assets 23,794 23,377 1.8

Total 36,072 35,448 1.8
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In 2007, the valuation allowance of 50% was reduced to 30%, reflecting the diminished but still-existing uncertainty

of tax legislation, the difficulty of forecasting trading volumes and share pricing, and the volatility of the profits of the

company. The merger of Deutsche Börsenmakler GmbH with Baader Wertpapierhandelsbank has further reinforced

the income base and uncertainty has decreased to a point that the valuation allowance has been completely eliminated.

For the purpose of uniform accounting across the Group, this change in recognition will also be applied to the loss

carryforward of Baader Service Bank GmbH.

The changes in the revaluation of the tax asset are reflected in the income statement as tax income amounting to EUR

1,435 thousand. This is offset by tax expense arising from the utilisation of the remaining tax loss carryforward of

EUR 1,123 thousand as a result of the profit of the first six months of 2008, causing deferred tax assets from loss

carryforwards to rise from the previous year by EUR 312 thousand net.

Other assets contain an advance payment for a convertible bond issued by Parsoli Corporation Ltd, India, in the

amount of EUR 4,959 thousand. The issue has not yet to be divided into individual securities and entered in the

Bank’s security account.

Deposits from other banks with agreed maturity relate to a loan for the refinancing of the Group’s business premises

and have a remaining maturity of more than five years.

(11) OTHER ASSETS 30 Jun. 2008 31 Dec. 2007 Change

€ thousands € thousands in %

Other assets 11,219 10,959 2.4

Prepaid expenses 903 292 >100.0

Total 12,122 11,251 7.7

(12) LIABILITIES 30 Jun. 2008 31 Dec. 2007 Change

€ thousands € thousands in %

Deposits from other banks 59,942 19,751 >100.0

- payable on demand 47,473 7,004 >100.0

- with agreed maturity 12,469 12,747 -2.2

Amounts due to customers 70,458 41,430 70.1

- payable on demand 70,458 41,430 70.1

Total 130,400 61,181 >100.0

(13) LIABILITIES HELD FOR TRADING 30 Jun. 2008 31 Dec. 2007 Change

€ thousands € thousands in %

Delivery commitments arising from short sales of

securities 10,119 0 -

Negative fair values of derivatives 147 0 -

Total 10,266 0 -
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This item primarily consists of trade payables and outstanding salary deductions.

At 30 June 2008, the Group’s issued capital (share capital) in the amount of EUR 45,908,682.00 comprised

45,908,682 no-par value bearer shares. The sale of shares to employees as part of a stock option programme caused

the number of shares outstanding to increase by 20,320.

The distribution of a dividend of EUR 0.25 per share was resolved by the Annual General Meeting on 26 June 2008.

This resulted in a total distribution of EUR 11,381 thousand. It was also resolved that EUR 21,000 thousand be

transferred to retained earnings and the remaining unappropriated surplus be carried forward to new account.

(14) PROVISIONS 30 Jun. 2008 31 Dec. 2007 Change

€ thousands € thousands in %

Provisions for pensions 8,550 7,703 11.0

Other provisions 10,309 9,611 7.3

Total 18,859 17,314 8.9

(15) INCOME TAX LIABILITIES

AND DEFERRED TAX LIABILITIES

30 Jun. 2008 31 Dec. 2007 Change

€ thousands € thousands in %

Current tax liabilities 2,549 2,560 -0.4

Deferred tax liabilities 4,774 1,733 >100.0

Total 7,323 4,293 70.6

(16) OTHER LIABILITIES 30 Jun. 2008 31 Dec. 2007 Change

€ thousands € thousands in %

Other liabilities 16,297 12,723 28.1

Total 16,297 12,723 28.1

(17) SHAREHOLDERS' EQUITY 30 Jun. 2008 31 Dec. 2007 Change

€ thousands € thousands in %

a) Issued capital 45,523 45,503 0.0

b) Share premium 60,986 60,904 0.1

c) Retained earnings 44,570 23,570 89.1

d) Revaluation reserve -1,593 1,227 -

e) Currency translation reserve -8 -10 -20.0

f) Consolidated net profit 6,645 32,762 -79.7

Total before minority interests 156,123 163,956 -4.8

Minority interests 1,366 1,408 -3.0

Total 157,489 165,364 -4.8

Shares

Number of shares outstanding at 1 January 2008 45,502,738

Plus: Treasury shares held at 31 December of the previous year 405,944

Number of shares issued at 30 June 2008 45,908,682

Less: Treasury shares held at the reporting date 385,624

Number of shares outstanding at 30 June 2008 45,523,058
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NOTES TO THE CONSOLIDATED INCOME STATEMENTS

(18) NET INTEREST INVOME/EXPENSE Jan. 1 - June 30

2008

Jan. 1 - June 30

2007 Change

€ thousands € thousands in %

Interest income from 1,422 1,087 30.8

- lending and money market transactions 1,413 1,080 30.8

- fixed-interest securities 9 7 28.6

Interest expense -968 -569 70.1

Total 454 518 -12.4

(19) ALLOWANCE FOR LOSSES ON LOANS

AND ADVANCES

Jan. 1 - June 30

2008

Jan. 1 - June 30

2007 Change

€ thousands € thousands in %

Additions to allowance 0 0 -

Reversals 0 0 -

Write-downs -11 0 -

Total -11 0 -

(20) NET FEE AND COMMISSION INCOME Jan. 1 - June 30

2008

Jan. 1 - June 30

2007 Change

€ thousands € thousands in %

Fee and commission income 26,930 35,462 -24.1

- Brokerage fee income 19,507 25,693 -24.1

- Order routing 2,716 3,938 -31.0

- Capital market services 276 1,763 -84.3

- Brokerage of promissory note loans 1,465 856 71.1

- Brokerage commissions 259 1,080 -76.0

- Management and performance fees 2,649 2,127 24.5

- Other fee and commission income 58 5 >100.0

Fee and commission expense -8,045 -10,296 -21.9

- Brokerage fee expenses -1,097 -2,786 -60.6

- Order routing -818 -1,024 -20.1

- Capital market services 0 -1 -

- Brokerage of promissory note loans -6 -53 -88.7

- Brokerage commissions -273 -386 -29.3

- Management and performance fees -451 -846 -46.7

- Settlement fees -4,509 -4,784 -5.7

- Other fee and commission expense -891 -416 >100.0

Total 18,885 25,166 -25.0
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The item Dividends/share of net income item comprises received dividends and proportionate interest of at equity

accounted investments amount to EUR 544 thousand as well as proportionate loss from the special fund (EUR 92

thousand).

(21) NET TRADING INCOME Jan. 1 - June 30

2008

Jan. 1 - June 30

2007 Change

€ thousands € thousands in %

Securities trading 26,143 29,764 -12.2

- Interest and dividends 534 752 -29.0

- Securities 13,322 19,167 -30.5

- Options and futures 2,219 -70 -

- Price differences 10,068 9,915 1.5

Foreign currencies -250 2 -

Total 25,893 29,766 -13.0

(22) NET INCOME/EXPENSE FROM

AVAILABLE-FOR-SALE FINANCIAL

INSTRUMENTS

Jan. 1 - June 30

2008

Jan. 1 - June 30

2007 Change

€ thousands € thousands in %

Interest and dividend income 241 114 >100.0

- Fixed-interest securities 8 86 -91.2

- Equities/other non-fixed-interest securities 233 28 >100.0

- Equity investments 0 0 -

Gain/loss on the disposal of available-for-sale

financial instruments -30 -81 -63.0

- Fixed-interest securities 3 -81 -

- Equities/other non-fixed-interest securities -33 0 -

- Equity investments 0 0 -

Write-downs 0 0 -

- Write-downs 0 0 -

Total 211 33 >100.0

(23) NET INCOME FROM EQUITY-ACCOUNTED

INVESTMENTS

Jan. 1 - June 30

2008

Jan. 1 - June 30

2007

Change

€ thousands € thousands in %

Write-ups to carrying amount in accordance with the

equity method

0 1,234 -

Dividends/share of net income 452 123 >100.0

Total 452 1,357 -66.7
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The Group tax rate was calculated as 29.1%.

Profit from ordinary activities and the Group tax rate yield an expected income tax expense of EUR 1,649 thousand.

However, during the first six months of 2008, extraordinary effects in the form of tax refunds received for previous

financial years and the changed recognition of the tax asset positively impacted the tax income/expense in the first

quarter (see Note 10).

(24) ADMINISTRATIVE EXPENSES Jan. 1 - June 30

2008

Jan. 1 - June 30

2007 Change

€ thousands € thousands in %

Staff costs -22,997 -23,455 -2.0

Other administrative expenses -14,703 -11,656 26.1

Amortisation and write-downs of intangible assets and

depreciation and write-downs of property and equipment -3,351 -3,493 -4.1

Total -41,051 -38,604 6.3

(25) OTHER OPERATING INCOME/EXPENSES Jan. 1 - June 30

2008

Jan. 1 - June 30

2007 Change

€ thousands € thousands in %

Other operating income 1,073 866 23.9

Other operating expenses -241 -197 22.3

Total 832 669 24.4

(26) INCOME TAXES Jan. 1 - June 30

2008

Jan. 1 - June 30

2007 Change

€ thousands € thousands in %

Current tax expense -267 -2,724 -90.2

Deferred taxes 928 -2,191 -

Total 661 -4,915 -
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(27) SEGMENT REPORTING

in € thousands

Specialist

Activities

and

Proprietary

Trading

Agency

Business

Capital

Market

Services

Portfolio

Management

Other/

Consolidation Group

Net interest income/expense -75 500 5 23 0 453

Allowance for losses on loans and

advances 0 0 0 10 0 10

Net interest income/expense

after allowance for

losses on loans an advances -75 500 5 13 0 443

Net fee and commission

income/expense 13,427 2,952 276 2,261 -31 18,885

Net trading income/expense 18,727 7,352 -275 0 89 25,893

Net income/expense from

available-for-sale

financial instruments 177 0 149 150 -265 211

Net income from equity-

accounted investments 0 0 0 0 452 452

Net income from investments securities 0 0 0 0 0 0

Net income/expense from financial

operations 18,904 7,352 -126 150 276 26,556

Directly attributable

administrative expenses 16,859 6,754 592 1,649 346 26,200

Other operating income/expenses 1,135 5 9 7 -374 782

Profit after directly attributable

income/expenses 16,532 4,055 -428 782 -475 20,466

Indirectly attributable administrative

expenses 8,885 4,390 841 684 0 14,800

Profit from ordinary activities 7,647 -335 -1,269 98 -475 5,666

Risk-weighted assets in € thousands 230,416 55,481 12,807 14,261 312,965

Allocated capital in € thousands 94,063 44,917 8,445 10,064 157,489

Return on allocated capital

based on profit from

ordinary activities 8.1% -0.7% -15.0% 1.0% 3,6

Average number of employees during

the period 114 61 9 21 112 317
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OTHER DISCLOSURES

Lombard loans from the Group company Baader Service Bank GmbH have been granted for the purchase of securities

or for the coverage of collateral payments (margin requirements) for listed options and futures trading conducted

through the Bank. As a rule, they are made available with a maturity of 6 months. The Lombard loans are backed by

valuable collateral, as a rule through the pledging of securities and bank guarantees. At 30 June 2008, the fair value of

the securities pledged to Baader Service Bank GmbH was EUR 37,403 thousand.

(29) EMPLOYEES

At the reporting date of 30 June 2008, the Baader Wertpapierhandelsbank AG Group had a total of 318 employees

(previous year: 289 employees).

(30) SHARE-BASED PAYMENT SYSTEM FOR MEMBERS OF THE BOARD OF DIRECTORS AND

EMPLOYEES

Baader Wertpapierhandelsbank AG grants the members of the Board of Directors and the Group’s employees

performance-related remuneration in the form of stock options.

The table below provides an overview of all granted, lapsed and exercised options.

(28) OFF-BALANCE-SHEET COMMITMENTS Jan. 1 - June 30

2008

Jan. 1 - June 30

2007 Change

€ thousands € thousands in %

Contingent liabilities 170 170 0.0

- Liabilities from guarantees and

warranty agreements 170 170 0.0

- Liabilities from the provision of collateral for

third parties 0 0 0.0

Irrevocable loan commitments 31,151 15,196 >100.0

- Current account credits granted to customers 31,151 15,196 >100.0

2007 2006 2005 2004 2003 2002 2001 2000 Total

Options granted

(pieces) 418,224 374,600 299,480 299,600 323,000 468,600 517,800 240,382 2,941,686

Exercise prise

(EUR) 3.75 5.32 6.02 2.34 2.96 1.12 2.14 5.3 -

Options

forfeited 35,329 39,646 32,920 23,000 19,000 70,000 164,400 223,446 607,741

Options

exercised 0 0 0 97,480 191,300 363,600 306,600 16,936 975,916

Options

outstanding 382,895 334,954 266,560 179,120 112,700 35,000 46,800 0 1,358,029

Exercisable

options 0 0 266,560 179,120 112,700 35,000 46,800 0 640,180

Residual term

(in months) 82 70 59 47 35 22 10 0 -
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To date, of the existing stock option plans, the stock options from 2000 have expired, meaning that a total of 98,018

stock options have expired.

During the first six months of 2008, the number of stock options changed from 31 December 2007 as follows:

Beneficiaries of the stock option plan exercised their options during the period under review. A total of 10,120 shares

were subscribed for at an exercise price of EUR 2.34, 2,000 shares at an exercise price of EUR 2.14 and 8,200 shares

at an exercise price of EUR 2.96. This resulted in an expense of EUR 12,902.85 which was charged directly to equity.

The stock options were exercised within a period of one month. The average share price in the exercise periods was as

follows:

The stock options granted from the Stock Option Plan 2004 (and all subsequent stock option plans) are accounted for

under the provisions of IFRS 2, Share-Based Payment. The stock option plans embody the share-based payment of

employees’ additional benefits which are settled by equity instruments. The benefits received must be carried at fair

value while raising equity. However, as this value cannot be estimated reliably, it and the corresponding increase in

equity must be calculated indirectly by reference to the fair value of the equity instruments granted.

The staff costs are distributed over the two-year period during which they are incurred. Proportionate costs were

recorded for 6 months for the stock options from 2005 and from 2006 and for 2 months for the stock options from

2007.

30 June 2008 31 Dec. 2007
Number of stock

options

Average exercise

price

Number of stock

options

Average exercise

price

As at 1 January 1,106,152 4.44 1,017,958 3.67

Commitment (granted options) 418,224 3.75 374,600 5.32

Forfeited options 48,009 3.95 46,446 5.18

Exercised options 20,320 2.57 239,960 2.43

Lapsed options 98,018 5.30 0 0.00

As at 31 Dec. 2007/ 3 June 2008 1,358,029 4.21 1,106,152 4.44

Exercisable options as of Dec. 2007/

30 June 2008 640,180 3.90 496,218 2.97

1. Period: 20 Feb.2008 – 18 March 2008 Share price: 4.13 Stock option plan: 2004

2. Period: 6 May 2008 – 2 June 2008 Share Price: 4.07 Stock option plan: 2000

3. Period: 22 April 2008 – 19 May 2008 Share price: 3.92 Stock option plan: 2004

2007 2006 2005 2004 Gesamt

Options accepted 381,620 374,600 282,420 299,600 1,338,240

Options price 1.1642 1.4001 0.9975 0.43 -

Total staff costs 444,282.00 524,477.46 281,713.95 128,828.00 1,379,301.41

Staff costs in the

period under review 37,023.50 131,119.37 70,428.49 0.00 238,571.35
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(31) RELATED PARTY DISCLOSURES

Board of Directors

In addition to fixed compensation and performance-related variable compensation, the members of the Board of

Directors receive options under the Baader Wertpapierhandelsbank AG stock option plan. In the 2008 financial year,

new stock options for the 2007 financial year were issued. The following table shows changes to the stock options of

members of the Board of Directors for the 2000 to 2007 financial years.

In the period under review, members of the Board of Directors did not sell Baader shares in excess of the annual

exemption limit of EUR 5,000.00 subject to notification and publication requirements under section 15a of the

Wertpapierhandelsgesetz (WpHG – German Securities Trading Act).

Supervisory Board

The members of the Supervisory Board do not receive any stock options or other share-based compensation for their

Supervisory Board activities. If employee representatives on the Supervisory Board receive stock options under the

conditions of the stock option plans resolved by the General Meetings, these payments are due to their position as

employees of Baader Wertpapierhandelsbank AG and are independent of their supervisory function.

In the 2008 financial year, new stock options for the 2007 financial year were issued. The following table shows

changes in the stock options of employee representatives in the Supervisory Board for financial years 2000 to 2007.

2007 2006 2005 2004 2003 2002 2001 2000 Total

Options granted 64,250 63,750 75,000 75,000 103,000 170,000 172,000 83,804 806,804

Exercise prise

(EUR)

3.75 5.32 6.02 2.34 2.96 1.12 2.14 5.30 -

Options forfeited 0 0 0 0 0 19,000 58,000 68,564 145,564

Options exercised 0 0 0 37,500 103,000 151,000 114,000 15,240 420,740

Options

outstanding

64,250 63,750 75,000 37,500 0 0 0 0 240,500

Exercisable

options

0 0 75,000 37,500 0 0 0 0 112,500

Residual term

(in months)

82 70 59 47 35 22 10 0 -

2007 2006 2005 2004 2003 2002 2001 2000 Total

Options granted 2,550 2,760 2,400 2,640 5,000 9,600 4,800 1,378 31,128

Exercise prise (EUR) 3.75 5.32 6.02 2.34 2.96 1.12 2.14 5.3 -

Options forfeited 0 0 0 0 0 0 0 1,272 1,272

Options exercised 0 0 0 1,320 3,200 9,600 4,800 106 19,026

Options outstanding 2,550 2,760 2,400 1,320 1,800 0 0 0 10,830

Exercisable options 0 0 2,400 1,320 1,800 0 0 0 5,520

Residual term

(in months) 82 70 59 47 35 22 10 0 -
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In the period under review, members of the Supervisory Board did not sell Baader shares in excess of the annual

exemption limit of EUR 5,000.00 subject to notification and publication requirements under section 15a of the

Wertpapierhandelsgesetz (WpHG – German Securities Trading Act).

Majority ownership of Baader Wertpapierhandelsbank AG lies with Baader Beteiligungs GmbH, Munich. No

transactions were conducted between the two companies in the period under review.

Unterschleissheim, July 31, 2008

Baader Wertpapierhandlesbank AG

Bord of Directors

Uto Baader Dieter Brichmann

Stefan Hock Christopher Schütz Dieter Silmen
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Statement by the legal representatives

“To the best of our knowledge, and in accordance with the applicable reporting principles for interim financial

reporting, the interim consolidated financial statements give a true and fair view of the assets, liabilities, financial

position and profit or loss of the Group, and the interim management report of the Group includes a fair review of the

development and performance of the business and the position of the Group, together with a description of the

principal opportunities and risks associated with the expected development of the Group for the remaining months of

the financial year.”

Unterschleissheim, July 31, 2008

Baader Wertpapierhandelsbank AG

Board of Directors

Uto Baader Dieter Brichmann

Stefan Hock Christopher Schütz Dieter Silmen
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Review report by the auditiors

to Baader Wertpapierhandelsbank AG

We have reviewed the consolidated interim financial statements (short form), consisting of the balance sheet (short

form), income statement (short form), cash flow statement (short form), statement of changes in equity (short form)

and selected explanatory notes, and the interim Group management report of Baader Wertpapierhandelsbank AG,

Unterschleissheim for the period from 1 January to 30 June 2008, which are part of quarterly financial reporting in

accordance with section 37(w) of the German Securities Trading Act. The preparation of the consolidated interim

financial statements (short form) in accordance with the International Financial Reporting Standards (IFRS) applicable

to interim financial reporting as adopted by the EU and of the interim Group management report in accordance with

the provisions of the German Securities Trading Act applicable to interim group management reports is the

responsibility of the Company’s management. Our responsibility is to issue a report on the consolidated interim

financial statements (short form) and the interim Group management report based on the results of our review.

We conducted our review of the consolidated interim financial statements (short form) and the interim Group

management report in accordance with the generally accepted standards for the review of financial statements

promulgated by the Institute of Public Auditors in Germany (IDW). Those standards require that we plan and perform

our review in order to obtain reasonable assurance by way of a critical evaluation that the consolidated interim

financial statements (short form) are materially consistent with the IFRSs applicable to interim financial reporting as

adopted by the EU, and that the interim Group management report is materially consistent with the provisions of the

German Securities Trading Act applicable to interim group management reports. A review is largely limited to

discussions with employees of the Company and analytical evaluations, and hence does not provide the same level of

assurance as a full audit of the financial statements. As our engagement does not extend to a full audit of the financial

statements, we cannot issue a corresponding audit opinion.

Based on our review, nothing has come to our attention that causes us to believe that the consolidated interim financial

statements (short form) are materially inconsistent with the IFRSs applicable to interim financial reporting as adopted

by the EU or that the interim Group management report is materially inconsistent with the provisions of the German

Securities Trading Act applicable to interim group management reports.

Bremen, July 31, 2008

Clostermann & Jasper Partnerschaft

Wirtschaftsprüfungsgesellschaft

Steuerberatungsgesellschaft

(Clostermann) (Lamm)

Auditor Auditor
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Key Figures

Baader Wertpapierhandelsbank AG

Weihenstephaner Str. 4

85716 Unterschleissheim

info@baaderbank.de

www.Baaderbank.de

Q2 2008 Q2 2007 Change

in %

Net fee and commission income mln. € 18.89 25.17 -25.0

Net trading income mln. € 25.89 29.77 -13.0

Administrative expenses mln. € -41.05 -38.60 6.3

Net Profit mln. € 6.26 13.98 -55.2

EPS € 0.14 0.31 -54.8

Consolidated Balance Sheet June 30, 2008 Dec. 31, 2007 Change

in %

Shareholders' equity mln. € 157.49 165.36 -4.8

Total assets mln. € 340.63 260.88 30.6

Operating figures June 30, 2008 June 30, 2007 Change

in %

Employees 318 289 10.0

Orderbooks shares 317,776 156,322 103.3

Share price of Baaderbank Q2 2008 Q2 2007 Change

in %

Opening price (Jan. 2) € 4.91 4.19 17.2

Highest price € 4.91 5.54 -11.4

Lowest price € 3.35 4.09 -18.1

Closing price (June 30) € 3.35 4.87 -31.2

Market capitalization (June 30) mln. € 153.80 223.56 -31.2

Volume (daily average) (June 30) shares 9,806 31,765 -69.1




