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DEUTSCHE EUROSHOP®> DEQGnN.DE Price €52.96

Positive feedback from company roadshow Fair value: €60.00
Yr. end 2004 2005 2006e 2007e
Sales 61.4 721 91.1 94.0
Net Profit 27.7 48.7 50.1 52.7
adj. EPS 1.78 2.83 2.92 3.07
PER 19.8 154 18.2 17.3
EV/EBITDA 214 21.7 21.5 21.8
EBIT margin % 825 79.7 80.9 79.8
Yield % 55 4.6 3.8 38
Market Cap.: €0.91bn Free Float: 7.0% EPS CAGR 03-2007: 26.0%

Deutsche Euroshop (DEQ) isthe only listed German retail stock with a high-
quality portfolio of €1.4bn consisting of 15 malls, mainly in Germany. The
company intends to expand its portfolio, but is currently cautious due to rising
prices because of the strong demand from foreign investors.

__ Weconducted avery successful management road show in Zurich. The
company confirmed the outlook of EBIT in arange of €72-75m, which is based on
the current portfolio. The clear intention is to acquire malls but the company is
cautious due to the strong inflow of capital coming from international investors,
which leads to rising prices. DEQ requests a net yield of 6% in Germany, which is
currently difficult to find with a current level of 5.5-5.8%. The intended
investment volume is in the region of €100-150m but the company sees no
pressure to acquire new malls. The focus lies herewith on 1) increasing the stake in
current portfolios as recently done at the Main-Taunus-Zentrum, 2) increase the
commercial space in the existing malls, 3) selective projects devel opments as with
Stadt-Galerie in Hameln, 4) increasing the foreign stake by acquiring mallsin CEE
or Klagenfurt and 5) increasing rental income by improving letting contracts with
a higher stake of the turnover-driven rents.

__ Dueto the strong demand for retail space, DEQ has already sold the
remaining mall in France and is considering selling the remaining onein Italy.
__ Asadready indicated, the turnover in the clothing segment (H& M, Zara etc)
was weak in Q1 due to weather conditions (winter started after the winter sales)
but other sectors such as books or perfumeries are doing well.

__ Although no concrete outlook and timetable was given, we appreciate that
DEQ sticks to its strategy and focus on value-enhancing acquisitions. The existing
portfolio is a good platform for further growth. Due to the cooperation with ECE,
the leading European shopping centre developer and manager, the company has
access to an attractive deal-flow but is independent to find opportunities on its
own. Even if no investments are taken in this year, the existing portfolio
contributes stable and attractive earnings and will lead to a new record earning and
tax-free dividend.
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__ Theshareiscurrently trading at a PERO6e 18 that is below the European
peers, which we regard as not justified. DEQ is still negatively affected by
uncertainties about the German private consumption climate, although no risks can
be seen for DEQ due to CPI-linked rents.

__ Wereiterate our buy rating and increase the fair value slightly to €60. We
see in DEQ a well-positioned and well-managed company with a high-quality
portfolio and remain positive for the defensive but attractive investment case.

Telephone: + 49 (69) 7134 - 5235 kai.klose@oppenheim.de
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1 The following conflict of interest is referred to: Sal. Oppenheim jr. & Cie. KGaA and its affiliated entities hold on 12/05/2006 more than five (5) percent of equity capital in
the company under analysis herein.

2 The following conflict of interest is referred to: Sal. Oppenheim jr. & Cie. KGaA or its affiliated entities managed or co-managed a public offering of securities for the
subject company in the last 12 months.

3 The following conflict of interest is referred to: Sal. Oppenheim jr. & Cie. KGaA or its affiliated entities is making sell or buy orders on a market, thus acting as designated
sponsor for financial instruments which, or the issuers of which , are the subject of this publication.

4 The following conflict of interest is referred to: Sal. Oppenheim jr. & Cie. KGaA or its affiliated entities has a member of its board of directors or supervisory board or
senior officer on the company’s board of directors or supervisory board.

5 The following conflict of interest is referred to: Sal. Oppenheim jr. & Cie. KGaA and its affiliated entities regularly trade stock of the company under analysis herein.

6 The following conflict of interest is referred to: Sal. Oppenheim jr. & Cie. KGaA or its affiliated entities have an agreement with the subject company to studied it.

7 The following conflict of interest is referred to: Sal. Oppenheim jr. & Cie. KGaA or its affiliated entities received compensation for investment banking service from the
subject company in the past 12 months.

8 The following conflict of interest is referred to: Sal. Oppenheim jr. & Cie. KGaA or its affiliated entities expects to receive compensation for investment banking services
from the subject company in the next 3 months.

9 The analyst or a member of the research analyst’s household has a financial interest in the securities of the subject company.

The rating system of Sal. Oppenheim: Sal. Oppenheim'’s rating system uses the grades STRONG BUY, BUY, NEUTRAL, REDUCE and SELL.

The ratings are based on the analysts' expectations for the stock’s absolute change in stock price over a period of 6 to 9 months. The change in stock price results from the
3 difference between the current share price and the analysts' performance expectations, which are generally based on a fair value calculation.

Along with the expected high change in value, the STRONG BUY and SELL ratings also reflect the high degree of security which the analyst hasin the given fair value.

Rating: Potential for change in stock price % (Difference between share price and performance expectations)

STRONG BUY (> 20%); BUY (> 10%); NEUTRAL (0% to 10%); REDUCE (< 0%); SELL (< -10%)

Time horizon: The ratings are based on the expected change in value of a stock within atime scale of 6 to twelve months

Fair value: The calculation of astock’s fair valueis generally based on the following models: 1) Discounted Free Cash Flow Model; 2) by akey comparable analysis

Concerning the continuing requirements of § 34 b WpHG please refer to the homepage of Bank Sal. Oppenheim:
http://www.oppenheim.de/de/04_research/06_compliance/04_06.htm

This research report, prepared by Oppenheim Research GmbH, a wholly-owned subsidiary of Sal. Oppenheim jr. & Cie. Kommanditgesellschaft auf Aktien in Cologne

(., Oppenheim"), contains selected information and does not purport to be complete. This report bases on public available information and data (,,the Information”) believed to
be accurate and complete. Oppenheim Research GmbH neither has examined the Information to be accurate and complete, nor guarantees its accuracy and completeness.
Possible errors or incompleteness of the Information do not constitute grounds for liability, neither with regard to indirect nor to direct or consequential damages. In particular,
neither Oppenheim Research GmbH nor Oppenheim are liable for the statements, plans or other details contained in the Information concerning the examined companies, their
associated companies, strategies, economic situations, market and competitive situations, regulatory environment, etc. Although due care has been taken in compiling this
research report, it cannot be excluded that it isincomplete or contains errors. Oppenheim Research GmbH as well as Oppenheim, their shareholders and employees are not
liable for the accuracy and completeness of the statements, estimations and the conclusions derived from the Information and contained in this document.

Provided this research report is being transmitted in connection with an existing contractual relationship, i.e. financial advisory or similar services, the liability of Oppenheim
and Oppenheim Research GmbH shall be restricted to gross negligence and willful misconduct. Only in case of failurein essential tasks, Oppenheim or Oppenheim Research
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