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Foreword
Dear Shareholders,

The positive trend gathered significant momentum in the
first nine months of 2005 despite growing inflation fears
and an economic cool-down caused by higher oil prices, a
fear of rising interest rates and the continued strength of
the euro. According to statistics from Deutsche Borse,
trading volumes increased by just under 6% compared to
the first nine months of 2004.

At the end of September, a fluctuating DAX index closed
the period up 18.5%. The secondary MDAX and SDAX
indices again turned in significantly stronger
performances, rising by 32.2% and 36.3%, respectively.
The TecDAX increased by 17.5%. Adjusted for currency
effects, the major foreign indices also improved. The
Dow Jones climbed 10.4%, the NASDAQ 100 rose by
11.3% and the Nikkei 225 was up by 21.5%. Only the DJ

Stoxx 50 posted a below-average increase (9.9%).

In the capital market services area, 10 capital measures
were managed in the third quarter alone. A total of 19
capital measures have already been implemented in the
first nine months of 2005, five more than in the whole of
2004.

Baader Wertpapierhandelsbank AG has acquired a 19.96
19.96% stake in the Conservative Concept Portfolio
Management Group (www.ccpm.de). CCPM’s core
business area is designing and implementing alternative
investment strategies. Here, the company specialises in
the use of futures and options in the form of single hedge
funds, managed accounts and certificates. At the time of
the purchase, assets under management amounted to
around EUR 65 million. The purchase price was just
under EUR 1 million.

Baader Wertpapierhandelsbank AG, together with Baader
Service Bank GmbH (wholly owned subsidiary) and the
shareholding in the CCPM Group, make up one of the
largest independent service providers in the area of hedge

funds in Germany.

On 25 August 2005, together with Citigroup Investment
Deutschland KAG and Bank Medici AG, Baader Service
Bank GmbH launched its first equity long/short single

hedge fund under the terms of the German Investment

Act. Herald Europe-CI deals predominantly in German
equities and European blue chips. The initiator of the
fund, the Vienna-based Bank Medici AG, will be
responsible for marketing the fund exclusively to

institutional clients in the context of a private placement.

Result of operations

The situation on the stock markets has improved
significantly compared to the first two quarters of 2005.
The increase in trading volumes is directly reflected in
Baader Wertpapierhandelsbank AG’s earnings figures.
The third quarter produced the highest earnings for many
years. The net profit after taxes for Q3 2005 alone was
€2,674 thousand, compared to €316 thousand in Q1 2005
and €867 thousand in Q2 2005. In the comparable prior-
year quarter, the Baader Group posted a clear loss of
€2,590 thousand. The result for the first nine months also
improved compared to the prior-year period, rising from
€2,327 thousand to €3,857 thousand, an increase of
65.7%. The consolidated profit from ordinary activities
for Q3 2005 was €4,754 thousand (previous year: loss of
€3,344 thousand). The main reason for the improvement
in the result for the quarter was increased net trading
income of €10,842 thousand (previous year: €3,482
thousand). At €6,432 thousand, net commission income
also continued its upward movement, more than doubling
compared to the prior-year quarter. The fall in the result
from available-for-sale financial instruments is primarily
due to the change to accounting standard IAS 39, which,
since 1 January 2005, has not permitted the reversal to
income of available for sale financial instruments.
Instead, such reversals must be taken directly to a
revaluation reserve in equity. As of 30 September 2005,
the change in the revaluation reserve contains a positive
remeasurement gain of €5,349 thousand relating to
available-for-sale financial instruments whose losses

were not reversed and recognised in income.

The significant improvement in results also led to an
increase in administrative expenses. In the first three
months of 2005, these costs increased by 18.0%
compared to the prior-year reporting period. 56.3% of
this increase related to a rise in personnel costs, caused by
higher personnel expenses following the consolidation of
the subsidiaries Baader Service Bank GmbH and Heins &
Seitz Capital Management GmbH and the variable levels

of success.




Net assets

At €176,026 thousand, total assets as of 30 September
2005 were 6.1% higher than as of 31 December 2004
(€165,944 thousand). The increase in loans and advances
to other banks is attributable to receivables from
securities trading, which are not settled until the

following month.

This above increase was offset by a rise in amounts due
to banks. The increase in trading assets and available-for-
sale assets is primarily determined by revaluation-related
factors. The changes in the items shares in at equity
accounted investments and goodwill result from the
consolidation of Heins & Seitz Capital Management
GmbH and SP AG. As of 30 September 2005,
consolidated shareholders' equity amounted to €118,498
thousand, and the equity ratio was 67.3%.

Financial position

On 30 September 2005, short-term loans and advances to
other banks and available-for-sale securities amounted to
€73,223 thousand, while short-term liabilities to banks
totalled €26,662 thousand. This results in a net balance
sheet liquidity surplus of €46,561 thousand. The solvency
of the Group was guaranteed at all times during the

period under review.

Outlook

Fluctuations in the value of the euro and the price of oil
will also cause an element of economic uncertainty in the
final quarter of 2005. This will be accompanied by
continued political uncertainty following September’s
general elections in Germany. In light of results for the
first weeks of the current quarter, and in a favourable
stock market environment, the Executive Board expects
to see the significant improvement in earnings continue
into the fourth quarter, and is standing by its forecast of
an overall improvement in results in the 2005 financial

year.

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 September 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 September 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,
Heins & Seitz Capital Management GmbH and SPAG St.
Petersburg Immobilien und Beteiligungs AG. Except last
named company become all companies are been fully
consolidated. The SPAG is included as an associate at

equity.




Consolidated Balance Sheet
September 30, 2005




Consolidated Income Statement
for the period January 1 to September 30, 2005

1. Interest income 30674454 [
2. Interest expense @ 2227t -488
3. Net interest expense 1) _ -315
4. Allowance for losses on loans and
advances - -31
5. Net interest expense after allowance for
losses and advances - -346
6. Fee and commission income @ 25311,712196 | 13,227
7. Fee and commission expense ?2) -8,538,198.03 _ -5,443
8. Net fee and commission income ?2) _ 7,784
9. Net trading income @) - 25,088,351.10 25,165
10. Net income from available-for-sale
financial instruments “) - 1,085
11. Net income from equity-accounted
investments Q) - 0
12. Net income from investment 6) _ 176
13. Administrative expenses @) _ -31,382
14. Profit from operations _ 2,482
15. Other operating income ®) _ 902
16. Other operating expenses ®) _ -135
17. Income from ordinary activities _ 3,249
18. Income taxes on profit 9 _ -925
19. Net profit for the period before minority
interest - 2,324
20. Minority interest in net profit _ 4
21. Net profit for the period _ 2,328
. Accumulated income brought forward _ 2,295

Earnings per share



“




Statement of Changes in Equity

H



Cash Flow Statement

for the period January 1 to September 30, 2005




Segment Reporting

for the period January 1 to September 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 24.1
- Payable on demand 21.9
- Other loans and advances >100.0
Loans and advances to customers 38.1
Allowance for losses on loans and advances -86.8

Bonds and other fixed-income securities

Equities and other non-fixed-interest securities

Unconsolidated affiliated companies

Investments in associates 2,929 34.2
Equities and other non-fixed-interest securities 16,747 1.9
Bonds and dept securities 6,753 31.5

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 2.9

Other assets 238

Prepaid expenses

Deposits from other banks
9,713 24.2
14,302 -0.5
15,037 -5.8
15,037 -5.8

- Payable on demand
- With agreed maturity or notice

Loans and advances to customers

- Payable on demand




Outstanding

Deferred tax liabilities

Other liabilities

Contingent liabilities

- Liabilities on guarantees and warranties 170 0.0
- Liabilities from the granting of security
for thirdparty liabilities 0 0.0

Other commitments 3,331 -8.6
- Irrevocable loan commitments 3,331 -8.6

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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