Deutsche EuroShop AG « Close Brothers

Recommendation: Risk: Price Target:

BUY (Holg) LowW (Low) EUR 27.50 (750 12 August 2011

1H 2011 with solid figures Share price (dark) vs. MDAX

" Deutsche EuroShop AG (DES) yesterday released 1H 2011 figures with
sales rising to EUR 91.1m (PY EUR 70.4m, +29.4%) and EBIT increasing
to EUR 78.4m (PY EUR 60.8m, +28.8%). The operating EBT (EBT without
measurement result) came in at EUR 39.6m (PY EUR 31.2m, +26.9%) and
net profit was posted at EUR 32.3m (PY EUR 26.0m, +24.5%). This
translates into an EPS of EUR 0.63 (PY EUR 0.60, +3.7%). The low
increase in EPS in comparison to the earnings figures is due to the higher
number of shares from the capital increases conducted last year.
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" The 29.4% rise in sales is due to the consolidation of “Billstedt-Center”
which was bought in January 2011 and “A10 Center”, the increase in the Change 201 20128 20138
i i Y L . K new  old[ new old| new old
stake in “Altmarkt-Galerie Dresden” and the full consolidation of “Phoenix- Sales - 1855 - 203.8 - 208.7
Center Hamburg” as well as “Main-Taunus-Zentrum (instead of pro rata). Egg - 1%2 - 1123 - 117{;21
Additionally the newly constructed and expanded sections of “Altmarkt- ' ' '
_ « " .. deutsche-euroshop.de Sector: Real Estate
Galerie” and “A10 Center” were opened at the beginning of 2Q 2011. WKN: 748020 ISIN: DE0007480204
Rental income from the other properties rose by 1.3% y-o-y. Reuters: DEQGn.DE Bloomberg: DEQ GY

Short company profile:

" DES currently is in advanced discussions regarding the before-maturity Deutsche EuroShop is Germany’s only public company,

refinancing of three loans with a total volume of approx. EUR 160m which that imests solely in shopping centers in prime

. . . locations. The Company has equity interests in

should lead to lower interest costs. In 1H, already five loans with a total European shopping centres, mainly in Germany and to
volume of EUR 212m have been prolonged with a 10-year fixed interest a small extent in Austria, Hungary and Poland.

period for 4.49% vs. 5.39% previously. Share data:

Share price (EUR, latest closing price): 25.84

® The management reiterates its FY 2011 forecast. DES expects revenues of Shares outstanding (m): 516

. Market capitalisation (EUR m): 1,334.1

EUR 184m-188m, EBIT of EUR 157m-161m and operating EBT of EUR Enterprise value (EUR m): 2.626.3

75m-78m. @ daily trading volume (3 m., no. of shares): 129,876

. L. L Performance data:
" DES continues to screen deal opportunities for acquisitions and has a war

chest of EUR 300m. For the time being it seems that the next acquisition High 52 weeks (EUR): 29.18

. . Low 52 weeks (EUR): 22.05

will be in Germany. Absolute performance (12 months): 14.6%
Relative performance vs. MDAX:

" The 1H results are fully in line with our expectations. In the course of the L mont 14.9%

' 3 months 11.7%

recent market turmoil the stock price has fallen. As the business of DES is 6 months 11.0%

rock-solid we lift our recommendation from HOLD to BUY with an 12 months 5.9%

unchanged PT of EUR 27.50 and maintain our estimates.
Shareholders:

Otto family 15.0%
Key data Black Rock 3.3%
Dexia 3.0%
FY 12/31, EUR m 2007 2008 2009 2010 2011E 2012E 2013E Eree float 78.7%
Sales 95.8 115.3 127.6 144.2 185.5 203.8 208.7
EBIT 77.2 98.1 110.7 124.0 160.0 173.6 177.4
EBT ex revaluation 27.1 48.7 54.9 63.9 78.9 89.0 89.6
Net result 94.2 68.9 34.4 81.8 94.6 96.3 94.1 Einancial calendar:
EPS 2.74 2.00 0.93 1.80 1.83 1.87 1.82
DPS 1.05 1.05 1.05 1.10 1.20 1.30 1.30 3Q 2011 figures 10 November 2011
EBIT margin 94.8% 85.1% 86.8% 86.0% 86.3% 85.2% 85.0%
[Re1= ARG BHEED SHED Uit LoD T3 TRl Author: Manuel Martin, CEFA (Analyst)
ROA 4.1% 4.9% 5.4% 4.9% 10.1% 5.4% 5.3%
LTV 54.0% 47.4% 46.9% 45.1% 46.5% 46.5% 47.0%
Price / NAV 0.89 0.92 0.92 1.20 1.04 1.01 0.99
EV/EBIT 34.0 26.8 23.7 21.2 16.4 15.1 14.8 Close Brothers Seydler Research AG
P/E 8.1 11.5 24.1 16.1 14.1 13.9 14.2 Phone: +49 (0) 69-977 84 56 0
Email: research@cbseydlerresearch.ag
www.cbseydlerresearch.ag

Please notice the information on the preparation of this document, the disclaimer, the advice regarding possible conflicts of interests, and the mandatory information required by § 34b WpHG (Securities Trading Law) at
the end of this document. This financial analysis in accordance with § 34b WpHG is exclusively intended for distribution to individuals that buy or sell financial instruments at their own account or at the account of others
in connection with their trading activities, occupation, or employment.
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Deutsche EuroShop AG

Profit and loss account

IFRS EURM 2Q 2010 2Q 2011 change % change 1H2010 1H 2011 change % change
Sales 35.8 46.7 10.9 30.3% 70.4 91.1 20.7 29.4%
Property operating costs -1.8 -2.7 -0.9 -47.8% -3.5 -4.4 -0.9 -25.4%
Property management costs -2.0 -2.6 -0.6 -32.6% -3.9 -5.2 -1.2 -31.7%
Net operating income (NOI) 32.0 41.4 9.3 29.2% 63.0 815 18.5 29.5%
Other operating income 0.1 0.1 -0.1 -47.6% 0.6 0.1 -0.5 -76.2%
Gross income 32.1 41.4 9.3 28.9% 63.6 81.7 18.1 28.4%
Other operating expenses (corporate costs) -1.4 -1.7 -0.3 -19.4% 2.7 -3.3 -0.6 -21.0%
EBIT 30.7 39.7 9.0 29.3% 60.8 78.4 17.5 28.8%
in % of sales 85.7% 85.0% 86.4% 86.0%
Financial result -14.9 -19.6 -4.7 -31.7% -29.6 -38.8 9.1 -30.8%
Measurement gains 0.0 -0.5 -0.5 n.m. 0.0 -0.9 -0.9 n.m.
EBT 15.8 19.6 3.8 24.2% 31.2 38.7 7.5 24.1%
in % of sales 44.1% 42.0% 44.3% 42.5%
EBT excl. measurement gains 15.8 20.1 4.3 27.1% 31.2 39.6 8.4 26.9%
in % of sales 44.1% 43.0% 44.3% 43.5%
Taxes -2.6 -3.3 -0.6 -23.4% 5.2 -6.4 -1.2 -22.4%
as % of EBT -16.7% -16.6% -16.8% -16.5%
Net income attributable to shareholders 13.2 16.4 3.2 24.3% 26.0 32.3 6.4 24.5%
in % of sales 36.8% 35.1% 36.9% 35.5%
Shares outstanding (in millions) 44.0 51.6 7.6 17.2% 43.0 51.6 8.6 20.0%
Earnings per share (EUR) 0.29 0.32 0.03 9.3% 0.60 0.63 0.02 3.7%
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Deutsche EuroShop AG

Profit and loss account

IFRS EURmM 2008 2009 2010 2011E 2012E 2013E

Sales 115.3 127.6 144.2 185.5 203.8 208.7
YoY growth 20.4% 10.6% 13.0% 28.6% 9.9% 2.4%
Property operating costs -5.8 -5.8 -7.3 -8.6 -10.1 -10.6
Property management costs -7.2 -7.2 -7.9 -10.1 -12.6 -13.2
Net operating income (NOI) 102.3 114.5 129.0 166.7 181.0 185.0
Other operating income 0.8 0.9 0.9 1.0 1.0 11
Gross income 103.1 1155 129.9 167.7 182.0 186.1
Other operating expenses (corporate costs) -5.0 -4.7 -5.9 -1.7 -8.5 -8.7
EBIT 98.1 110.7 124.0 160.0 173.6 177.4
in % of sales 85.1% 86.8% 86.0% 86.3% 85.2% 85.0%
Financial result -49.4 -55.9 -60.2 -81.1 -84.5 -87.9
Measurement gains 38.3 -14.8 33.1 32.4 23.2 19.3
EBT 87.0 40.1 97.0 111.3 112.3 108.9
in % of sales 75.4% 31.4% 67.3% 60.0% 55.1% 52.2%
EBT excl. measurement gains 48.7 54.9 63.9 78.9 89.0 89.6
in % of sales 42.2% 43.0% 44.3% 42.6% 43.7% 42.9%
Taxes -18.1 5.7 -15.2 -16.7 -16.0 -14.8
as % of EBT -20.8% -14.2% -15.6% -15.0% -14.2% -13.6%
Net income attributable to shareholders 68.9 34.4 81.8 94.6 96.3 94.1
in % of sales 59.7% 26.9% 56.7% 51.0% 47.2% 45.1%
Shares outstanding (in millions) 34.4 36.8 45.5 51.6 51.6 51.6
Earnings per share (EUR) 2.00 0.93 1.80 1.83 1.87 1.82
Dividend per share (EUR) 1.05 1.05 1.10 1.20 1.30 1.30
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Deutsche EuroShop AG

Balance Sheet

IFRS EURM 2008 2009 2010 2011E 2012E 2013E
Assets

Noncurrent assets 1,954.0 2,020.2 2,729.3 3,124.0 3,253.4 3,379.2
as % of total assets 97.4% 95.6% 92.1% 98.3% 98.8% 98.9%
Intangible assets 0.0 0.0 0.0 0.0 0.0 0.0
PP&E 21.2 0.0 0.0 0.0 0.0 0.0
Investment properties 1,897.8 1,991.0 2,700.7 3,095.2 3,224.6 3,350.4
Financial assets 30.3 24.8 23.9 24.0 24.0 24.0
Investments in equity-accounted associates 3.7 35 4.1 4.1 4.1 4.1
Other noncurrent assets 0.9 0.9 0.6 0.7 0.7 0.7
Current assets 52.9 91.9 234.2 53.2 41.0 36.8
as % of total assets 2.6% 4.4% 7.9% 1.7% 1.2% 1.1%
Accounts receivables 2.7 2.6 35 35 35 3.5
Receivables from other investees & investors 0.0 0.0 0.0 0.0 0.0 0.0
Other current assets 6.7 5.9 165.0 8.3 8.3 8.3
Other financial investments 1.7 1.6 0.0 0.0 0.0 0.0
Cash and cash equivalents 41.7 81.9 65.8 41.4 29.2 25.0
Total Assets 2,006.8 2,112.1 2,963.6 3,177.2 3,2944 3/416.1

Total equity and liabilities
Total equity 860.5 921.3 1,249.7 1,287.5 1,321.8 1,348.7
as % of total equity and liabilities 42.9% 43.6% 42.2% 40.5% 40.1% 39.5%
Issued capital 34.4 37.8 51.6 51.6 51.6 51.6
Capital reserve 546.2 609.4 890.1 890.1 890.1 890.1
Retained earnings 279.9 274.1 307.9 345.7 380.0 407.0
Noncurrent liabilities 1,093.7 1,149.7 1,627.8 1,795.1 1,872.9 1,962.8
as % of total equity and liabilities 54.5% 54.4% 54.9% 56.5% 56.9% 57.5%
Financial liabilities 879.1 921.2 1,227.1 1,371.6 1,429.0 1,500.7
Deferred tax liabilities 82.3 85.6 101.1 110.8 117.7 123.5
Right to redeem of limited partners 117.3 123.0 277.8 290.7 302.7 314.6
Other liabilities 14.9 19.8 21.8 22.0 23.5 24.0
Current liabilities 52.7 41.2 86.2 94.6 99.7 104.5
as % of total equity and liabilities 2.6% 1.9% 2.9% 3.0% 3.0% 3.1%
Financial liabilities 20.7 13.0 61.1 67.6 70.5 74.0
Trade accounts payables 3.0 11 6.1 6.5 6.8 7.0
Liabilities to other investees and investors 0.0 0.0 0.0 0.0 0.0 0.0
Tax provisions 0.7 2.0 0.5 0.5 0.5 0.5
Other provisions 18.2 19.7 7.3 8.0 9.0 9.5
Other liabilities 10.1 5.4 11.2 12.0 13.0 13.5
Total equity and liabilities 2,006.8 2,112.1 2,963.6 3,177.2 3,2944 3/416.1
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Deutsche EuroShop AG

Cash flow statement

IFRS EURmM 2008 2009 2010 2011E 2012E 2013E

Net income 68.9 34.4 81.8 94.6 96.3 94.1
Income fom the application of IFRS 3 -0.9 -6.0 -13.3 0.0 0.0 0.0
Profit/loss attributable to limited partners 17.9 8.9 10.9 12.9 11.9 11.9
Depreciation and amortisation 0.0 0.0 0.0 0.0 0.0 0.0
Changes in value of investment property (IAS 40) -66.3 20.5 -31.4 -32.4 -23.2 -19.3
Profit/loss of equity accounted companies 0.0 0.2 0.6 0.6 0.6 0.6
Other non-cash items 175 -0.5 0.0 0.0 0.0 0.0
Reconciliation of cash flow from operating activities 0.0 0.0 8.6 0.0 0.0 0.0
Deferred taxes 18.0 5.7 14.9 9.7 7.0 5.8
Operating cash flow 55.1 63.2 72.1 85.5 92.6 93.1
Changes in receivables 17.9 1.4 -158.1 156.7 0.0 0.0
Changes in other financial investments 1.9 0.1 1.6 0.0 0.0 0.0
Changes in non-current tax provisions 0.0 0.0 0.0 0.0 0.0 0.0
Changes in current provisions -6.7 2.8 -16.2 0.7 1.0 0.5
Changes in liabilities 11.6 -7.0 6.4 1.2 1.3 0.7
Cash flow from operating activities 79.8 60.5 -94.2 244.0 94.9 94.3
Payments to acquire PP&E and investment properties -87.3 -20.5 -78.0 -362.1 -106.2 -106.5
Proceeds from the sale of consolidated companies 0.0 0.0 0.0 0.0 0.0 0.0
Payments to acquire consolidated companies 0.0 -15.4 -210.0 0.0 0.0 0.0
Change in investments in non-current financial assets -3.9 0.0 0.0 -0.2 0.0 0.0
Income from equity-accounted associates 0.0 0.0 0.1 -0.6 -0.6 -0.6
Cash flow from investing activities -91.2 -35.9 -287.8 -362.9 -106.8 -107.1
Changes in interest-bearing financial liabilities 3.9 -7.2 166.2 151.3 61.7 75.7
Payments to group shareholders -36.1 -36.1 -46.3 -56.8 -62.0 -67.1
Contributions of Group shareholders 0.0 66.5 253.7 0.0 0.0 0.0
Cash flow from financing activities -39.1 15.5 363.9 94.5 -0.3 8.6
Payments to minority shareholders -6.9 -7.7 -14.0 0.0 0.0 0.0
Cash flow from financing activities -39.1 15.5 363.9 94.5 -0.3 8.6
Total change in cash and cash equivalents -67.3 40.2 -16.1 -24.4 -12.2 -4.1
Cash and cash equivalents at the start of the period 109.0 41.7 81.9 65.8 41.4 29.2
Cash and cash equivalents at the end of the period 41.7 81.9 65.8 41.4 29.2 25.0
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Disclaimer and statement according to § 34b German Securities Trading Act
(“Wertpapierhandelsgesetz”) in combination with the provisions on financial analysis
(“Finanzanalyseverordnung” FinAnV)

This report has been prepared independently of the company analysed by Close Brothers Seydler Research AG
and/ or its cooperation partners and the analyst(s) mentioned on the front page (hereafter all are jointly and/or
individually called the ‘author’). None of Close Brothers Seydler Research AG, Close Brothers Seydler Bank AG or
its cooperation partners, the Company or its shareholders has independently verified any of the information given in
this document.

Section 34b of the German Securities Trading Act in combination with the FinAnV requires an enterprise preparing a
security analysis to point out possible conflicts of interest with respect to the company that is the subject of the
analysis.

Close Brothers Seydler Research AG is a majority owned subsidiary of Close Brothers Seydler Bank AG (hereafter
"CBS’). However, Close Brothers Seydler Research AG (hereafter "CBSR") provides its research work independent
from CBS. CBS is offering a wide range of Services not only including investment banking services and liquidity
providing services (designated sponsoring). CBS or CBSR may possess relations to the covered companies as
follows (additional information and disclosures will be made available upon request):

a. CBS holds more than 5% interest in the capital stock of the company that is subject of the analysis.

b. CBS was a participant in the management of a (co)consortium in a selling agent function for the issuance of
financial instruments, which themselves or their issuer is the subject of this financial analysis within the last
twelve months.

c. CBS has provided investment banking and/or consulting services during the last 12 months for the company
analysed for which compensation has been or will be paid for.

d. CBS acts as designated sponsor for the company's securities on the basis of an existing designated
sponsorship contract. The services include the provision of bid and ask offers. Due to the designated
sponsoring service agreement CBS may regularly possess shares of the company and receives a
compensation and/ or provision for its services.

e. The designated sponsor service agreement includes a contractually agreed provision for research services.

f. CBSR and the analysed company have a contractual agreement about the preparation of research reports.
CBSR receives a compensation in return.

g. CBS has a significant financial interest in relation to the company that is subject of this analysis.

In this report, the following conflicts of interests are given at the time, when the report has been published: d

CBS and/or its employees or clients may take positions in, and may make purchases and/ or sales as principal or
agent in the securities or related financial instruments discussed in this analysis. CBS may provide investment
banking, consulting, and/ or other services to and/ or serve as directors of the companies referred to in this analysis.
No part of the authors compensation was, is or will be directly or indirectly related to the recommendations or views
expressed.

Recommendation System:
Close Brothers Seydler Research AG uses a 3-level absolute share rating system. The ratings pertain to a time
horizon of up to 6 months:

BUY: The expected performance of the share price is above +10%.
HOLD: The expected performance of the share price is between 0% and +10%.
SELL: The expected performance of the share price is below 0%.

Recommendation history over the last 12 months for the company analysed in this report:

Date Recommendation Price at change date Price target
12 August 2010 HOLD EUR 23.30 EUR 25.00
4 November 2010 HOLD EUR 27.40 EUR 26.50
4 March 2011 HOLD EUR 27.73 EUR 27.00
16 May 2011 HOLD EUR 28.71 EUR 27.50
12 August 2011 BUY EUR 25.84 EUR 27.50

www.cbseydlerresearch.ag Close Brothers



Deutsche EuroShop AG
P @ Close Brothers

Risk-scaling System:
Close Brothers Seydler Research AG uses a 3-level risk-scaling system. The ratings pertain to a time horizon of up
to 6 months:

LOW: The volatility is expected to be lower than the volatility of the benchmark
MEDIUM: The volatility is expected to be equal to the volatility of the benchmark
HIGH: The volatility is expected to be higher than the volatility of the benchmark

The following valuation methods are used when valuing companies: Multiplier models (price/earnings, price/cash
flow, price/book value, EV/Sales, EV/EBIT, EV/IEBITA, EV/EBITDA), peer group comparisons, historical valuation
approaches, discounting models (DCF, DDM), break-up value approaches or asset valuation approaches. The
valuation models are dependent upon macroeconomic measures such as interest, currencies, raw materials and
assumptions concerning the economy. In addition, market moods influence the valuation of companies.

The figures taken from the income statement, the cash flow statement and the balance sheet upon which the
evaluation of companies is based are estimates referring to given dates and therefore subject to risks.

These may change at any time without prior notice.

The opinions and forecasts contained in this report are those of the author alone. Material sources of information for
preparing this report are publications in domestic and foreign media such as information services (including but not
limited to Reuters, VWD, Bloomberg, DPA-AFX), business press (including but not limited to Bdrsenzeitung,
Handelsblatt, Frankfurter Allgemeine Zeitung, Financial Times), professional publications, published statistics, rating
agencies as well as publications of the analysed issuers. Furthermore, discussions were held with the management
for the purpose of preparing the analysis. Potentially parts of the analysis have been provided to the issuer prior to
going to press; no significant changes were made afterwards, however. Any information in this report is based on
data considered to be reliable, but no representations or guarantees are made by the author with regard to the
accuracy or completeness of the data. The opinions and estimates contained herein constitute our best judgment at
this date and time, and are subject to change without notice. Possible errors or incompleteness of the information do
not constitute grounds for liability, neither with regard to indirect nor to direct or consequential damages. The views
presented on the covered company accurately reflect the personal views of the author. All employees of the author's
company who are involved with the preparation and/or the offering of financial analyzes are subject to internal
compliance regulations.

The report is for information purposes, it is not intended to be and should not be construed as a recommendation,
offer or solicitation to acquire, or dispose of, any of the securities mentioned in this report. Any reference to past
performance should not be taken as indication of future performance. The author does not accept any liability
whatsoever for any direct or consequential loss arising from any use of material contained in this report. The report
is confidential and it is submitted to selected recipients only. The report is prepared for professional investors only
and it is not intended for private investors. Consequently, it should not be distributed to any such persons. Also, the
report may be communicated electronically before physical copies are available. It may not be reproduced (in whole
or in part) to any other investment firm or any other individual person without the prior written approval from the
author. The author is not registered in the United Kingdom nor with any U.S. regulatory body.

It has not been determined in advance whether and in what intervals this report will be updated. Unless otherwise
stated current prices refer to the closing price of the previous trading day. Any reference to past performance should
not be taken as indication of future performance. The author maintains the right to change his opinions without
notice, i.e. the opinions given reflect the author’s judgment on the date of this report.

This analysis is intended to provide information to assist institutional investors in making their own investment
decisions, not to provide investment advice to any specific investor.

By accepting this report the recipient accepts that the above restrictions are binding. German law shall be applicable
and court of jurisdiction for all disputes shall be Frankfurt am Main (Germany).

This report should be made available in the United States solely to investors that are (i) "major US institutional
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