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Deutsche Euroshop

Capital increase and acquisition announced
following Q3 figures; we remain Overweight

» Q3 in line with HSBC and consensus figures; company FY 2005
guidance increased

» 10% capital increase placed @EUR43 per share
» Acquisition of a new shopping centre for EUR108m announced

» We remain Overweight and lower our notional target price to
EUR50.6 from EUR51.4 per share

Q3 in line with consensus - guidance increased

Deutsche Euroshop’s Q3 2005 figures were in line with Q3 2005 consensus and HSBC
forecasts. Sales stood at EUR18.1m, EBIT at EUR14.5m and net profit after minorities at
EUR4.7m (EPS EURO0.30). The 9m like for like sales grew by 2% y-o0-y, the 9m net income
adjusted for disposal gains and currency effects grew by 41% y-o-y. On quarter to quarter
basis top and bottom line grew by 0-2%.

Management raises full year guidance by 2% at the sales level and by 7% on the PBT level.
In the conference call 10 November at 10am CET the CEO Claus-Matthias Bdge did not
give guidance for 2006. We expect (mostly external) double digit growth in sales and
earnings. This is not a surprise as long-term Euroshop aims to invest EUR100-150m in new
centres annually.

Dividend is intended to be increased from EUR1.92 to EUR2.00 for 2005, in line with our
forecast. The FCF in 2005 is expected by management to be EUR32.9m while dividend
payment would need EUR31.25m.

Capital increase

Deutsche Euroshop has placed new shares in the market. The shares have been placed at
EUR43.00 with European and US investors. According to the CEO the capital increase was
oversubscribed. The gross cash proceeds were cEUR67.2m. This capital is needed to
finance the new shopping centre acquisition and a possible further acquisition in the future,
according to the company. At the moment, there is no information whether another capital
increase will be necessary in 2006 if new investments are made.

Shopping centre acquisition

After an increase in stakes in three shopping centres for EUR20m, Euroshop announced that it
would acquire a shopping centre in Dessau (East Germany) for EUR108m. Furthermore, it plans
to buy another shopping centre in 2005 for EUR80m. This would mean an investment
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volume of cEUR210m in total in 2005 which is above the company’s annual target.

Since Euroshop will acquire 94.9% of the Dessau centre effective from 2006, it appears that
this shopping centre will not be in the books in 2005. The centre has 25,000 square meters
retail space and 5,000 office space with 80 stores. The vacancy rate is at 2% which is above
Deutsche Euroshop’s occupancy rate of 1%. The annual rent income of this centre is
EUR7.7m which results in an initial yield at >7%. (On average Euroshop’s shopping centres
are valued at cap rates of 6.53% as of FY 2004). Management expects rents in Dessau to
grow 1-2% pa in this centre.

Despite a difficult German retail market, retailers in Deutsche Euroshop’s shopping centres
experience continuous growth in sales. According to the CEO there is a yield compression in
Eastern European countries. According to Jones Lang Lasalle prime yields in German
shopping centres declined by c0.5% in 2005 compared to 2004.

NAV adjustment
We adjust the NAV per share following the capital increase. The dilution is small and the
adjusted NAV is EUR43.79 per share. This is because the stock trades close to its NAV.

Capital increase calculation

in EUR FY 2004 NAV  Price Clean price after 2% NAV (in EURm)
transaction costs

Number of old shares (million). 15.63 43.96 686.9

Number of new shares in (million) 1.56 43.0 42.14 65.8

Total number of shares 17.19 752.7

New NAV per share 43.79

Dilution -0.4%

Source: Company data, HSBC Trinkaus & Burkhardt

Deutsche Euroshop trades at a premium of c1% to its adjusted NAV of EUR43.79 per share.
However, European retail peers are trading at a premium of 22% which indicates a relative
undervaluation of the stock. In August 2005 the peer group was valued at a premium of
c30%. We expect NAV per share of EUR44.74 for 2005e, EUR45.63 for 2006e and
EURA46.67 for 2007e.

We derive our target price from the average of estimated NAV in 2006, the P/NAV multiple
of the retail European peer group (1.22x) and a DCF value. This methodology yields a range
of EUR45.6-55.7 with a midpoint at cEUR50.6 per share. We do not apply a discount to this
number as we think that sales growth in Deutsche Euroshop’s domestic shopping centres
will be higher than in the difficult German retail market in general. We stick to our
Overweight rating and lower our notional target price to EUR50.6 (previously EUR51.4) in a
range of EUR45.6-55.7 (previously EUR44.7-58.1) per share.
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Valuation in EUR per share

Valued at HSBC 2006e NAV 45.6
Valued at 22% premium to NAV 55.7
Valued at DCF 51.0
Midpoint (45.6-55.7) per share 50.6

Source: HSBC Trinkaus & Burkhardt

Deutsche Euroshop FY2004 figures

Q32005 (EURm) Q32004a Q2 2005a Q32005 HSBC Q32005a g-0-q y-0-y ale HSBC 9m2005a HSBC FY

Consensus** Q3 9m 2005e
2005e

Revenues 146 17.8 18.0 18.0 181 2% 24% 1% 53.2 53.3
EBITDA 154 14.6 14.3 14.2 145 0% -6% 2% 42.6 429
EBIT 154 145 143 14.2 145 0% -6% 2% 42.6 42.9
Pretax profit 9.9 7.5 na 7.6 76 1% -24% -1% 221 221
Net income (after 6.6 4.6 4.7 4.7 47 2% -29% -1% 13.7 13.7
minorities)

EPS (EUR) 0.42 0.29 0.30 0.30 030 2% -29% -1% 0.88 0.87

Note: *before shopping centre revaluations, ** Reuters consensus, **including EUR22.2m revaluation gains
Source: Company data, HSBC Trinkaus & Burkhardt

The main risk to our rating is a worsening of the economic situation, especially in Germany.
This could put pressure on the occupancy rate in Euroshop’s centres, although rental
contracts are long term. A further risk would be a halt in further acquisition efforts of the
management which are the main driver of sales and profit growth.
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Disclosure appendix

Stock ratings and basis for financial analysis

HSBC believes that institutional investors utilise various disciplines and investment horizons when making investment decisions,
which depend largely on individual circumstances such as the investor's existing holdings, risk tolerance and other
considerations. Given these differences, HSBC has two principal aims in its equity research: 1) to identify long-term investment
opportunities based on particular themes or ideas that may affect the future earnings or cash flows of companies on a 2-year time
horizon; and 2) from time to time to identify short-term investment opportunities that are derived from fundamental, quantitative,
technical or event-driven techniques on a 0-3 month time horizon and which may differ from our long-term investment rating.
HSBC has assigned ratings for its long-term investment opportunities as described below.

This report addresses only the long-term investment opportunities of the companies referred to in the report. As and when
HSBC publishes a short-term trading idea the stocks to which these relate are identified on the website. Details of these short-
term investment opportunities can be found under the Reports section of this website.

HSBC's Sector and Companies research is designed for, and should only be utilised by, institutional investors. Furthermore,
HSBC believes an investor's decision to buy or sell a stock should depend on individual circumstances such as the investor’s
existing holdings and other considerations. Different securities firms use a variety of ratings terms as well as different rating
systems to describe their recommendations. Investors should carefully read the definitions of the ratings used in each research
report. In addition, because research reports contain more complete information concerning the analysts’ views, investors
should carefully read the entire research report and should not infer its contents from the rating. In any case, ratings should not
be used or relied on in isolation as investment advice.

Rating definitions for long-term investment opportunities

Stock (vs Local universe)
» Overweight (Buy)

» Neutral (Hold)
» Underweight (Sell)
HSBC assigns ratings to its stocks in this sector on the following basis:

For companies covered on a sector basis, we apply a ratings structure which ranks the stocks according to their notional target
price vs current market price and then categorises (approximately) the top 40% as Overweight, the next 40% as Neutral and the
last 20% as Underweight. The performance horizon is 2 years. The notional target price is defined as the mid-point of the
analysts’ valuation for a stock.

Prior to 15 November 2004, HSBC's ratings system was based upon a two-stage recommendation structure: a combination of
the analysts' view on the stock relative to its sector and the sector call relative to the market, together giving a view on the stock
relative to the market. The sector call was the responsibility of the strategy team, set in co-operation with the analysts. For other
companies, HSBC showed a recommendation relative to the market. The performance horizon was 6-12 months. The target
price was the level the stock should have traded at if the market accepted the analysts' view of the stock.

From 15 November 2004 to 7 June 2005, HSBC carried no ratings and concentrated on long-term thematic reports which
identified themes and trends in industries, but did not make a conclusion as to the investment action that potential investors
should take.
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Rating distribution for long-term investment opportunities
As of 10 November 2005, the distribution of all ratings published is as follows:

Overweight/Buy 43% (38% of these provided with Investment Banking Services)
Neutral/Hold 40% (38% of these provided with Investment Banking Services)
Underweight/Sell 17% (39% of these provided with Investment Banking Services)

Share price and rating changes for long-term investment opportunities

Deutsche Euroshop share price performance EUR vs Rating & price target history
HSBC rating history From To Date
N/A N/R 15 November 2004
N/R Overweight 19 July 2005
48 1 Target price Value Date
43 Price 1 N/A 15 November 2004
Price 2 51.00 19 July 2005
38
Source: HSBC
33 4
28 T T T T T 1
= 8 8 3 3 8 8
5 8 5 8 5 8 5
= = = = = = =
Source: HSBC

Issuer & Analyst disclosures
None of the below disclosures applies to any stock mentioned in this document.
1. HSBC has managed or co-managed a public offering of securities for this company within the past 12 months.

2. HSBC expects to receive or intends to seek compensation for investment banking services from this company in the next 3
months.

3. At the time of publication of this report, HSBC is a market maker in securities issued by this company.

As of 31 October 2005, HSBC beneficially owned 1% or more of a class of common equity securities of this company.

As of 30 September 2005, this company was a client of HSBC or had during the 12-month period preceding the publication

of this report been a client of and/or paid compensation to HSBC in respect of investment banking services.

6. As of 30 September 2005, this company was a client of HSBC or had during the 12-month period preceding the publication
of this report been a client of and/or paid compensation to HSBC in respect of non-investment banking-securities related
services.

7. As of 30 September 2005, this company was a client of HSBC or had during the 12-month period preceding the publication

of this report been a client of and/or paid compensation to HSBC in respect of non-securities services.

The analyst/s who wrote this report received compensation from this company in the past 12 months.

9. The analyst/s who wrote this report or a member of his/her household has a financial interest in the securities of this
company, as detailed below.

10. The analyst/s who wrote this report or a member of his/her household is an officer, director or supervisory board member of
this company, as detailed below.
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Analysts are paid in part by reference to the profitability of HSBC which includes investment banking revenues.

For disclosures in respect of any company other than the primary subject(s) of this research, please see the most recently
published report on that company available at www.hsbcnet.com/research.

The research analyst(s) identified in this report certifies(y) that the views expressed herein accurately reflect the research
analyst's(s') personal views about the subject security(ies) and issuer(s) and that no part of his/her/their compensation was, is or
will be directly or indirectly related to the specific recommendation(s) or views contained in this research report.

Additional disclosures

1. This reportis dated as at 10 November 2005.

2. All market data included in this report is dated as at close 9 November 2005, unless otherwise indicated in the report.

3. HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its
Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of Research
operate and have a management reporting line independent of HSBC's Investment Banking business. Chinese Wall
procedures are in place between the Investment Banking and Research businesses to ensure that any confidential and/or
price sensitive information is handled in an appropriate manner.
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Disclaimer

*Legal entities as at 31 July 2004 Issuer of report

HSBC Financial Services (Middle East) Limited, Dubai; HSBC Securities (Asia) HSBC Trinkaus & Burkhardt KGaA
Limited, Hong Kong; HSBC Securities (Asia) Limited, Taipei Branch; HSBC Konigsallee 21/23

Securities (Canada) Inc, Toronto; HSBC CCF Securities (France) SA, Paris; HSBC D-40212 Diisseldorf

Trinkaus & Burkhardt KGaA, Dusseldorf, HSBC Securities and Capital Markets
(India) Private Limited, Mumbai; HSBC Securities (Japan) Limited, Tokyo; HSBC Germany

Securities Egypt S.A.E., Cairo; HSBC Investment Bank Asia Limited, Beijing Telephone: +49 211 910-0
Representative Office; HSBC Securities Polska S.A., Warsaw; The Hongkong and Fax: +49 211 910 33 20
Shanghai Banking Corporation Limited Singapore branch; HSBC Securities (South
Africa) (Pty) Ltd, Johannesburg; HSBC Pantelakis Securities S.A., Athens; HSBC
Bank plc, London, Madrid, Milan, Stockholm, Tel Aviv, HSBC Securities (USA) Inc,
New York; HSBC Yatirim Menkul Degerler A.S., Istanbul; HSBC Stockbroking
(Australia) Pty Limited.

Website: www.hsbcnet.com/research

This document has been issued by HSBC Trinkaus & Burkhardt KGaA ("HSBC") for the information of its customers only. If it is
received by a customer of an affiliate of HSBC, its provision to the recipient is subject to the terms of business in place between
the recipient and such affiliate. This document is not and should not be construed as an offer to sell or the solicitation of an offer
to purchase or subscribe for any investment. If no ‘Buy’, ‘Sell’ or ‘Hold’ recommendation is made in this document, any view
expressed on investments is not intended to constitute investment advice. HSBC has based this document on information
obtained from sources it believes to be reliable but which it has not independently verified; HSBC makes no guarantee,
representation or warranty and accepts no responsibility or liability as to its accuracy or completeness. Expressions of opinion
are those of the Research Division of HSBC only and are subject to change without notice. The information and opinions
contained within the research reports are based upon publicly available information at the time of publication which are subject
to change from time to time. Past performance is not necessarily a guide to future performance. The value of any investment or
income may go down as well as up and you may not get back the full amount invested. Where an investment is denominated in
a currency other than the local currency of the recipient of the research report, changes in the exchange rates may have an
adverse effect on the value, price or income of that investment. In case of investments for which there is no recognised market
it may be difficult for investors to sell their investments or to obtain reliable information about its value or the extent of the risk to
which it is exposed. In the UK this report may only be distributed to persons of a kind described in Article 19(5) of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2001. The protections afforded by the UK regulatory regime are
available only to those dealing with a representative of HSBC Bank plc in the UK. It may be distributed in the United States
solely to "major US institutional investors" (as defined in Rule 15a-6 of the US Securities Exchange Act of 1934 (as amended));
such recipients should note that any transactions effected on their behalf will be undertaken through HSBC Securities (USA)
Inc. in the United States. In Australia, this publication has been distributed by HSBC Stockbroking (Australia) Pty Limited (ABN
60 007 114 605) for the general information of its “wholesale” customers (as defined in the Corporations Act 2001). It makes no
representations that the products or services mentioned in this document are available to persons in Australia or are
necessarily suitable for any particular person or appropriate in accordance with local law. No consideration has been given to
the particular investment objectives, financial situation or particular needs of any recipient. In Japan, this publication has been
distributed by HSBC Securities (Japan) Limited. In Hong Kong, this document has been distributed by HSBC Securities (Asia)
Limited in the conduct of its Hong Kong regulated business for the information of its institutional and professional customers; it
is not intended for and should not be distributed to retail customers. HSBC Securities (Asia) Limited makes no representations
that the products or services mentioned in this document are available to persons in Hong Kong or are necessarily suitable for
any particular person or appropriate in accordance with local law. All inquiries by such recipients must be directed to HSBC
Securities (Asia) Limited. It may not be further distributed in whole or in part for any purpose. HSBC Trinkaus & Burkhardt
KGaA is regulated by the Federal Financial Supervisory Authority ("BaFin"). (070905)

© Copyright. HSBC Trinkaus & Burkhardt KGaA 2005, ALL RIGHTS RESERVED. No part of this publication may be
reproduced, stored in a retrieval system, or transmitted, on any form or by any means, electronic, mechanical, photocopying,
recording, or otherwise, without the prior written permission of HSBC Trinkaus & Burkhardt KGaA. (April 2005) MICA (P)
185/08/2005
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