
 

 

 

DEUTSCHE EUROSHOP 
Property • Germany 
 

Prime quality retail  

 NEUTRAL  

 

Company profile: Deutsche EuroShop (DES) is Germany’s only listed retail 
property company. The portfolio (99% occupancy) comprises fairly modern 
shopping centres, located in Germany, Italy, France, Hungary and Poland. 
DES has been internally managed since 1 July 2003. All historic links with 
Deutsche Bank (DB) came to an end after DB replaced its final 45%-stake in 
DES. The high yield on the stock makes DES more attractive than investing in 
open-end funds, particularly for German private investors. 

 

Price target € 35.0 

Date 29 July 2004 

Last price € 33.1 

 

Fiscal year: 2003 2004e 2005e 2006e
Net rental income (€ m) 49.5 51.4 53.8 56.3
EBITDA (€ m) 42.0 47.4 52.1 54.0
Net income (€ m) -0.5 2.9 6.2 7.0
EPS (€) -0.03 0.18 0.40 0.43
CFPS (€) 1.79 1.89 2.10 2.11
NNAV (€) 41.4 40.4 39.9 38.0
Dividend (€) 1.92 1.95 2.00 2.00
P/NNAV-1 -22.5% -18.0% -17.0% -12.9%
EV/EBITDA 21.8 19.6 17.7 17.2
P/CF 17.9 17.5 15.8 15.7
Dividend yield 6.0% 5.9% 6.0% 6.0%
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   Performance vs GPR 250 EUROPE 

-1m -7.7% -3m -10.0% -12m -28.2% 

! Recent developments At an analysts meeting in March 2004 Deutsche 
EuroShop (DES) published a net asset value for the first time in its history, 
which came out substantially higher than market consensus. The hidden 
reserve in the portfolio amounts to 12%, whereas our conservative 
estimates had incorporated neither hidden reserves nor hidden losses. 
Mid-July 2004, the company sold the Centro Commerciale Friuli in Udine 
(Italy) for € 62m to SEB Immobilien Investment. The realised book profit 
has not been disclosed but the company states that it amounts to “a small 
seven figure number”. We are positive about the sale, as the centre was 
performing at the lower end of DES’s portfolio range. Management is 
confident about reinvesting the liquidity resulting from the transaction 
within the next months. We expect the money to be spent in Germany.  

! Outlook In the (external) valuation, a discount factor of 6.2% has been 
applied. VastNed Retail’s German portfolio is valued at 5.8% net, while 
Hammerson recently concluded two shopping centre sale transactions in 
Germany at 5.8% and 6.1% respectively. As such, DES’s portfolio does 
not appear to be too aggressively valued in a German context.  However, 
we anticipate a European retail sector low FY 2003-2005E NNAV CAGR 
of -1.8%, due to DES’s high dividend concept and the weak German 
economy. 

! Valuation Our price target of € 35.0 is based on a 11% target discount to 
the +12M NNAV. The reasons for the relatively high target discount in a 
European retail context are (i) the risks related to the troubled situation in 
the German retail sector and (ii) the fact that 6 out of 14 of DES’s 
shopping centre participations concern stakes of ≤50%, which are less 
liquid (and thus -in our view- less valuable) than majority stakes in 
shopping centre companies. Our price target translates into a 3% total 
return expectation, and justifies our Neutral on the stock. Note that on 1 
April 2004, DES re-entered the GPR 250 Europe index.  

Market cap € 517m
Number of shares 15.6m
Avg. daily volume 4,928
Reuters code DEQGn.DE
Bloomberg code DEQ GR
H1 2004 results 17 Aug. 2004
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Consolidated P&L (in € m) 2000 2001 2002 2003 2004E 2005E 2006E
Net rental income 0.0 22.9 46.8 49.5 51.4 53.8 56.3
EBITDA 8.6 9.1 36.1 42.0 47.4 52.1 54.0
Depreciation 0.0 11.9 21.6 22.7 23.1 23.6 24.1
EBIT -0.5 -5.6 10.0 13.3 14.6 16.2 17.7
Net financial 2.3 -9.7 -11.4 -13.7 -15.5 -16.1 -16.5
EBT 1.8 -15.2 -1.4 -0.4 -0.9 0.1 1.1
Taxes -3.9 -4.5 -6.1 -6.1 -5.9 -6.2 -6.4
Participations 9.1 2.8 4.5 6.5 10.3 13.3 13.3
Minorities 0.0 0.0 0.0 -0.5 -0.6 -1.0 -1.0
Extraordinary items incl impairments -0.3 17.5 11.9 13.0 13.0 13.0 13.0
Net income 7.0 -16.9 -3.0 -0.5 2.9 6.2 7.0

Per share data   
Number of shares 15.6 15.6 15.6 15.6 15.6 15.6 16.6
Average number of shares 15.6 15.6 15.6 15.6 15.6 15.6 16.1
Ordinary EPS -1.08 -0.19 -0.19 -0.03 0.18 0.40 0.43
CFPS  -0.86 0.82 1.58 1.79 1.89 2.10 2.11
NNAV 38.94 37.99 36.18 41.40 40.39 39.88 38.01
DPS  0.00 1.92 1.92 1.92 1.95 2.00 2.00
Payout ratio % 0.0% 338.8% 338.8% 240.0% 191.8% 162.9% 161.6%

Balance sheet   
Market value of property portfolio 0.0 553.5 1,006.4 1,139.0 1,127.4 1,121.3 1,126.6
Revaluations of property portfolio 0.0 0.0 -19.6 -21.1 -15.4 -10.1 1.1
Cash and near-cash 259.5 196.1 153.9 2.6 7.3 14.8 21.4
Capital invested 935.1 931.8 1,001.8 984.3 969.8 957.7 944.4
Equity 607.0 592.0 559.3 541.8 527.3 515.2 502.0
Net debt 47.8 113.1 263.4 414.7 410.0 402.5 395.9

Financing ratios   
Equity-to-assets % 65% 63% 56% 55% 54% 54% 53%
Net gearing % 8% 19% 47% 77% 78% 78% 79%
Interest cover -3.8 -0.3 1.3 1.4 1.6 1.8 1.9

Market ratios   
Average share price 38.4 35.7 32.2 32.1 33.1 33.1 33.1
P/NNAV-1 -0.1 -0.1 -0.1 -0.2 -0.2 -0.2 -0.1
P/E multiple  1028.0 62.9 56.8 40.1 32.6 27.0 26.8
P/CF multiple -44.8 43.4 20.4 17.9 17.5 15.8 15.7
Market cap 600.0 557.3 503.2 501.2 517.3 517.3 533.9
Enterprise value 647.8 670.5 766.6 915.9 927.3 919.8 929.8
EV/EBITDA 75.1 73.9 21.2 21.8 19.6 17.7 17.2
Dividend yield % 0.0% 5.4% 6.0% 6.0% 5.9% 6.0% 6.0%
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Netherlands 
Kempen & Co N.V. 
Beethovenstraat 300 
P.O. Box 75666 
1070 AR Amsterdam 
Tel.: + 31 20 348 8000 

USA 
Kempen & Co U.S.A., Inc. 
747 Third Avenue 22nd Floor 
New York, NY 10017 
Tel.: +1 212 376 0130 

Belgium 
Dexia Securities Belgium 
Galileilaan 5 
B-1210 Brussels 
Tel.: + 32 2 250 7177 

 
France 
Dexia Securities France 
112, avenue Kléber 
75116 Paris 
Tel.: +33 1 5628 5200 

 
Spain 
Dexia Equities España, S.A., A.V. 
Fernando el Santo, 15 
Madrid, 28010 
Tel.: +34 91 787 9100 

 
 

 

This publication has been prepared by the Research Department of Kempen & Co NV (‘Kempen & Co’) solely for information to its clients. It is not intended as an offer or 
solicitation for the purchase or sale of any financial instrument.  
 
This report is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as such. Opinions 
expressed are our current opinions and recommendations as of the date appearing on this material only. We endeavour to update the information discussed in this 
material on a reasonable basis but regulatory, compliance or other reasons may prevent us from doing so. 
 
Any investments referred to herein may involve significant risk, are not necessarily available in all jurisdictions, may be illiquid and may not be suitable for all investors. 
This report has been prepared without regard to the individual financial circumstances and objectives of persons who receive it. The appropriateness of a particular 
investment or strategy will depend on an investor’s individual circumstances and objectives. Investors should, without relying solely on this report, make their own 
independent investment decisions and, if necessary, seek professional advice.  
 
The value of, or income from, any investments referred to herein may fluctuate because of changes in interest rates or exchange rates, securities prices or market indices, 
operational or financial conditions of companies or other factors. Past performance is not indicative of future results. Neither Kempen & Co nor any of its officers or 
employees accept any liability for any direct or consequential loss arising from any use of this publication or its contents. 
 
Kempen & Co is a full service, integrated investment banking, investment management and brokerage firm and we may have a relationship with companies mentioned in 
this report. As such, Kempen & Co, group companies and/or their officers, affiliates, directors and employees, including persons involved in the preparation or publication 
of this report, may from time to time (i) perform brokerage, market making activities, liquidity provider services, and/or investment banking services for, or on behalf of any 
of the companies referred to in this report, or may intend to receive or seek compensation for brokerage and investment banking services from companies mentioned in 
this report, (ii) have investments, either independently or for the benefit of third parties, in securities or derivatives of securities mentioned in this report, and may trade 
them in ways contrary to or inconsistent with those discussed in this report, as a broker, market maker, or in any other role. 
 
The distribution of this document in certain jurisdictions may be restricted by law, and recipients into whose possession this comes should inform themselves about, and 
observe, any such restrictions. 
 
This report is only intended for distribution in the United Kingdom to, and is only directed at, (i) persons who have professional experience in matters relating to 
investments, (ii) persons who fall within Article 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc") of the Financial Services and Markets Act 
2000 (Financial Promotion) Order 2001 (as amended) and (iii) persons to whom it may otherwise lawfully be distributed and any investment or investment activity to which 
it relates is available only to such persons.  This report should not be distributed or passed on, directly or indirectly, to any other person in the United Kingdom and any 
other person should not rely or act on it. 
 
This report is distributed in the United States of America solely to "major institutional investors" as defined in Rule 15a-6 (U.S. Securities Exchange Act of 1934) and may 
not be furnished to any other person in the United States. Each U.S. recipient by its acceptance hereof warrants that it is a "major institutional investor" as defined, 
understands the risks involved in dealing in securities or any financial instrument and shall not distribute nor provide this report, or any part thereof, to any other person. 
Any U.S. recipient wishing to effect a transaction in any security or other financial instrument discussed in this report, should do so by contacting Kempen & Co USA, Inc. 
Kempen & Co USA, Inc is a U.S. broker dealer subsidiary of Kempen & Co NV and is a member of NASD. 
 
Investors outside the United States and United Kingdom are encouraged to contact their local regulatory authorities to determine whether any restrictions apply to their 
ability to purchase investments to which this report refers. 


