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Buy Deutsche Euroshop

The only but attractive play on shopping centres in Germany

Current €25.6

Target €29.0 Deutsche Euroshop (DEQ) is the only listed German property stock focused
purely on shopping centres. With long-term contracts and a 99% occupancy rate,
Current price equivalent the income stream is very stable. Given the high demand for German shopping
US$37.9 centres, we think DEQ could be a takeover candidate. Based on three different
Market cap valuation tools, we derive a €29 target price and initiate coverage with a Buy rating.
€880.0m
US$1,302m » Valuation upside: Our target price implies 14% upside potential. The stock is trading at
;2:;'69_9'1"/2;"1"."7‘” a 12% discount to 2008E NAV08, which we believe is unjustified given our conservative

valuation, DEQ’s high-quality assets, and the two malls currently being developed.
Price performance ™ 3M 12M

Price (€) 238 250 299 b Clear focus: DEQ follows a clear investment focus on shopping centres located close to

2b|3°'“ti(°/"()/) 75 43 147 ity centres or near public transportation. The current portfolio consists of 16 high-quality
el market (% -0.6 29 6.3 . .

£PS change wm s 1w Malls (of which 12 are located in Germany) at a market value of €2.6bn.

IBESEPS (%)  16.6 150 57.5

» Highly predictable income stream: The weighted maturity of rental contracts is more
than eight years. Due to the structure on rental contracts, the percentage of turnover-
linked rents is ca. 2.5% relatively, which is small compared with other European retail
property stocks. However, owing to an “upwards-only”-standard and a full indexation to

Sector EPS (%) -3.5 -0.8 297
Market EPS (%) -0.1 -1.7 -10.7
Source: DKIB Research, Thomson IBES

';EtganDE g‘l’z"gbg; Equity CPI, the income stream of DEQ is highly predictable, in our view.
Price relative » Pick-up in retail sales: Underlying fundamentals for the retail markets are stable, in our
32 view. We expect a further rise in employment in Germany and salary increases in 2008,
© from which DEQ should benefit. Spending levels should be higher in 2008 after being hit
» by the VAT hike from 16% to 19% in 2007.
% » Takeover target? Demand for German retail properties remains very strong with prime yields
o at 4.75%. DEQ, with a 5.4% net initial yield in 2007, is an attractive target, in our view.
2 > Shareholder structure: The Otto family, with a 19% stake, has been DEQ’s largest
2 shareholder since the company’s IPO. The family recently spent ca. €1bn on buying out
Mar Apr May Jun Jul AugSepOct NovDecJan Feb
— Deutsche Euroshop relbtive to DU Stoxx 600 the minority partner in Otto-Versand (mail-order house), which is its traditional core

—Deutsche Euroshop
Source: RIMES

business. As a consequence, we assume that the family is reviewing its investments and
DEQ is not considered a core holding.

> Solid financing: The financing structure is sufficient with a LTV of 50%. We expect further
acquisitions in the near future as the two current developments will be opened later this year.

EBIT Dividend

Year to end Sales EBIT margin  Net profit EPS P/E EVIEBITDA yield PINAV  FFOyield
Dec €m €m % €m € X X % % %
2006 93 86 93 100 5.84 4.4 13.0 8.2 10 5.0
2007E 96 75 78 66 1.92 12.3 225 4.4 -10 3.8
2008E 112 88 79 60 1.75 14.8 20.8 4.2 -10 29
2009E 122 97 80 92 2.67 9.6 20.5 4.2 -15 4.2
Source: Company Data, Dresdner Kleinwort Research estimates
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Valuation leads to a clear Buy

We have run several valuation scenarios for DEQ, all of which suggest upside potential for
the share price. We prefer a standalone valuation first, to better reflect the specific situation of
the company. Finally, a peer group overview is attached, primarily for illustrative reasons.

The starting point for the valuation of real estate companies with a standing portfolio is
the Net Asset Value (NAV). We regard it as the “economic equity” and it is the basis for
the RoE and for the EVA calculation. For a cash flow-related figure, we focus on Funds
From Operations (FFO) where we subtract revaluation gains net of deferred taxes.
However, if DEQ sells a shopping centre in the previous 12 months as it did in 2006, we
will retain the capital gains in our valuation as part of an active portfolio management.

We forecast strong growth in DEQ’'s NAV, as the current valuation of the malls is
conservative and the two new malls will be externally valued only after their opening in 2008.

NAV of Deutsche Euroshop

(€m) 2006 2007E 2008E 2009E 2010E
Non-current assets 1,652.9 1,806.4 2,134.6 2,369.6 2,482.1
Current assets 143.3 134.7 127.0 128.2 129.3
Total assets 1,796.2 1,941.1 2,261.6 2,497.8 2,611.4
Non-current liabilities 854.1 980.7 1,217.6 1,390.9 1,485.7
Current liabilities 64.6 59.5 57.4 57.9 58.5
Total Liabilities 918.8 1,040.2 1,275.0 1,448.8 1,544.3
Net assets 877.4 900.9 986.7 1,049.1 1,067.1
Minority interest 0.0 0.0 0.0 0.0 0.0
Net asset value 877.4 900.9 986.7 1,049.1 1,067.1
Number of shares 34.4 34.4 34.4 34.4 34.4
Net asset value per share (€) 25.53 26.21 28.70 30.52 31.05

Source: Company data, Dresdner Kleinwort Research estimates
Based on the FFO, we estimate the stock is trading on a 4.3% vyield for 2009.
Deutsche Euroshop — Funds From Operations (FFO)

(€m) 2006 2007E 2008E 2009E 2010E
Net profit 100.31 66.09 60.09 91.89 67.55
+ Depreciation 0.46 0.48 0.50 0.52 0.54
- Revaluation gains -72.3 -42.5 -41.5 -65.5 -40.0
+ Taxes on revaluation gains 19.5 6.8 6.64 10.48 6.4
FFO 47.99 30.87 25.72 37.39 34.49
FFO per share (€) 1.40 0.90 0.75 1.09 1.00
FFO yield 5.5% 3.5% 2.9% 4.3% 3.9%

Source: Dresdner Kleinwort Research estimates

Owing to the low-risk profile of DEQ, we calculate a WACC of 5.0%. For a cost of
capital/return on equity approach, we calculate the ROE on NAV in 2009 as described.
Including the NPV of the dividend payments until 2010, we derive a valuation of €26.94.

Valuation of Deutsche Euroshop

Return on NAV 2009E 9.0%
COE in % 6.6%
Long term growth 1.2%
Price-NAV multiplier 1.5
NAV 2009e 1,049
Discounted NAV2009e in 2008 923.2
Discounted dividends 2008-2010e 3.0
Adjusted NAV2009e by dividend payments 926.2
NOSH 2008 344
Fair value (€) 26.94

Source: Dresdner Kleinwort Research estimates
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With a tax-free dividend, DEQ already displays some “REIT-like” characteristics though a
conversion into a REIT is not intended. The dividend policy of DEQ is very stable, with an
increase occurring normally every two years. For 2007, the company proposes a
dividend of €1.05, which is also our forecast for 2008. This leads to a current dividend
yield of 4.1%. Our Dividend Discount Model (DDM) points to €30.72 as fair value.

Deutsche Euroshop — Dividend Discount valuation

(€) 2008E  2009E 2010E 2011E 2012E 2013E 2014E 2015E 2016E  Terminal
Dividend per share / Terminal value 1.05 1.08 1.08 111 114 116 119 122 125 36.89
Year 1 2 3 4 5 6 7 8 9 10
Discounted dividend / Terminal value 100 098 093 091 089 087 085 083 0.81 22.65
Fair value 30.72

Source: Dresdner Kleinwort Research estimates

The EVA model is an appropriate valuation tool, especially for capital-intensive property
companies as it shows the value creation based on the invested capital. As equity, we
take again the NAV. Our fair value based on the EVA model comes out at €26.50.

Deutsche Euroshop — EVA calculation

(€m) 2006 2007E 2008E 2009E 2010E
Long-term financial debt 752.1 853.3 1,008.3 1,171.1 1,264.5
+ Short-term financial debt 28.5 29.9 255 24.2 23.0
- Cash 95.9 86.3 77.7 77.8 77.8
= Net Debt 684.7 796.9 956.0 1,117.5 1,209.7
+ Provisions 18.5 19.5 20.4 21.5 225
+ NAV 877.4 900.9 986.7 1,049.1 1,067.1
= Capital employed 1,580.7 1,717.2 1,963.1 2,188.0 2,299.4
Total return 100.3 66.1 60.1 91.9 67.5
Average Capital employed 1,580.7 1,648.9 1,840.2 2,075.6 2,243.7
Capital charge 77.9 81.3 90.7 102.3 110.6
ROIC 6.3% 4.0% 3.3% 4.4% 3.0%
WACC 4.93% 4.93% 4.93% 4.93% 4.93%
Spread 1.4% -0.9% -1.7% -0.5% -1.9%
EVA 22.4 -15.2 -30.6 -10.4 -43.0
Years 1.0 2.0 3.0
NPV EVA -29.2 -9.4 -37.2

Terminal Value

Total NPV of EVA until 2010 -75.8
+ NAV 2008E 986.7
Fair Value 910.9
Fair Value per share 26.50

Source: Company data, Dresdner Kleinwort Research estimates

For the derivation of the target price of €29 we put greater emphasis on the DDM (50%)
and weight the EVA and cost-of-capital approach with 25% each.

At an estimated 12% discount to 2008 NAV, DEQ is trading almost in-line with European
peers on a median basis while the differences are significant.
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Comparative valuation

EV/ EV/

Market PE PE EBITDA EBITDA PINAV
Name Country Currency Price Cap YTD 2008E 2009E 2008E 2009E DY 08E
UNIBAIL-RODAMCO FR € 163.88 13,485.9 -27% 19.4 17.6 20.7 19.1 4.7% -14%
CORIO NV NE € 59.4 3,969.2 -17% 19.7 18.9 215 19.4 4.6% -13%
VASTNED RETAIL NV NE € 67.88 1,1481 -10% 17.3 16.9 15.6 14.5 5.8% -2%
EUROCOMMERCIAL PROPERTI-CVA NE € 3713 13166 -13% 21.2 20.1 21.2 19.1 4.7% -18%
KLEPIERRE FR € 39.3 5,498.2 -22% 30.9 271 17.2 15.0 3.4% -48%
SEGRO PLC GB p 515 2,250.2 -31% 17.5 17.9 19.7 20.0 4.8% -32%
DAWNAY DAY TREVERIA PLC GB € 0.77 4724 -45% 13.1 12.0 n.a. n.a. 7.6% -31%
CITYCON OYJ Fl € 3.86 853.0 -28% 21.6 17.5 18.6 16.1 3.8% -11%
MEINL EUROPEAN LAND LTD-CERT JE € 7.84 2,366.4 -61% 8.0 6.7 11.9 8.9 0.0% -48%
DEUTSCHE EUROSHOP AG GE € 2544 873.8 -12% 14.6 9.5 20.7 20.4 4.4% -11%

Average* 18.7 17.2 18.3 16.5 44% -23.0%
Median* 19.4 17.6 19.2 17.6 4.7% -18.4%

Source: Dresdner Kleinwort Research estimates, Thomson IBES (* excluding Deutsche Euroshop)

DEQ published headline figures for 2007 that came in above our estimates. In particular,
net profit of €93m was driven by higher-than-expected revaluation gains while we focus
especially on EBIT to reflect ascertain operational strength of the company.

Preliminary figures 2007 vs DKIB estimates

DEQ DKIB %
Revenues 95.7 95.8 -0.1%
EBIT 76.0 74.8 1.7%
Net profit 93.0 66.1 40.7%
NAV 26.90 26.21 2.6%

Source: Company Data, Dresdner Kleinwort Research estimates

For 2008, DEQ forecasts revenues of €110-113m and EBIT of €90-92m. Given the
company’s guidance policy we would regard these figures as very conservative.

DEQ follows a long-term, value-enhancing strategy with a clear focus on shopping
centres. The company runs a buy-and-hold strategy, which includes the development of
new malls or the extension of existing properties. The centre management is outsourced
to ECE, which in return is rewarded with 8% of the collected gross rents.

DEQ has increased its exposure to Germany after the disposal of the French and Italian
malls in 2006, while the two developments are also located in Hameln and Passau
(Germany). The market value of the total portfolio points to €2.6bn and the participation
of DEQ ranges from 33.3% to 94.9%.

DEQ’s investment criteria are straightforward and have been strictly followed:

large catchment area;

inner-city locations preferred or on the outskirts with good transport connections;
lettable space of 20 — 40,000 sqm;

new construction or recent refurbishment; and

sound tenant mix.

The variety of different stores is one of the most important advantages of shopping centres
compared with department stores, which was reflected in the outperformance of this asset
class compared to total retail sales. An electronic store (e.g. Media-Markt) acts normally as
anchor tenant but DEQ’s malls cover almost every sector. Well-known international
retailers have opened shops in many of DEQ’s malls. Also DEQ benefits from the
diversified tenant structure, as the top 10 tenants contribute only 25% of the total rents.
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High and predictable income
stream

High demand for German
retail properties

Attractive disposal price for
DEQ realistic, in our view
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Diversified tenant structure

Catering Services
Health & Beauty 59% 9 1% Non-Food/electronics

6% .- 19%

Food
8%

Departments
stores
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Fashion
47%

Source: Company data

The weighted maturity of the rental contracts is above eight years. It is a good match with
DEQ’s financial liabilities, where 82% have a maturity of more than five years. The
average rent/sqm comes out at €21, but differs significantly according to tenants.

The standard lease contract has a maturity of ten years without a break-up option. All contracts
are fully indexed to the CPI, which minimizes the risk for DEQ only in case of tenants’
insolvency. The base rent is dependant on the tenant’s sector and the location in the mall.

The stake of turnover-linked rents in Germany is much smaller than in other European
countries so that for 2007 we expect only 2.3% of turnover-based rents for DEQ. Every
contract contains an upward-only clause when it is being extended. For 9M 2007, rents
increased on a like-for-like base by 2.9%.

Takeover scenario now more realistic

Investment in domestic retail properties amounted to €11bn in 2007. Demand was focussed
again on shopping centres so that prime yields, despite of the subprime crisis, increased
only moderately by 25 bp to 4.75%. Given DEQ’s strict investment criteria and also because
of an average effective interest rate of 5.5%, it did not make any acquisitions in 2007.

DEQ’s shopping centres have been valued at a 5.4% average yield in 2007. In addition to
the high quality of the assets and prime location, we believe DEQ is an attractive
takeover target for private equity investors or European retail property companies who
have avoided Germany owing to significant restrictions on the construction of new malls
and to the previous gloomy consumer confidence (some companies also suffered in the
rush to capitalise from the reunification with Eastern Germany).

Until now DEQ, was “protected” against takeovers owing to its close ties with the largest
shareholder, the Otto family who has a 19% holding. In addition, Otto owns ECE, the
largest European developer of shopping centres. DEQ has first option on ECE current
projects and thus has access to new malls while avoiding tender offers. Consequently,
DEQ has bought its recent developments from ECE, although this is not an exclusive
agreement. We would assume that DEQ benefits most from the cooperation, as we
believe ECE could easily sell its shopping centres to third parties at attractive prices,
which has also happened several times.

It is worth mentioning that there is currently no indication that the Otto-family could sell its
stakes in the market, meaning we do not foresee a potential share overhang. But given
the high demand for retail assets we regard DEQ as a whole as an interesting proposition
for investors looking to enter the German retail market.



{\ DresdnerKleinwort

Broadening the investment
scheme

Deutsche Euroshop 29 February 2008

Shareholder structure of DEQ

Otto family
19%

Free float
81%

Source: Company Data

We assume that this situation will change soon. As reported in January 2008, the Otto
family bought the 25% stake of the minority shareholder in the mail order business “Otto
Versand” for an estimated price of €1bn. More details on the financing were not
announced as this business is not listed. Mail order is the family’s traditional business.

We would assume that a review of the Otto family’s investments will follow and in our
view DEQ is not a core investment. The tax-free dividend payments were “nice to have”
ultimately not essential, given the large own real estate portfolio, ECE as shopping centre
developer and the necessity to focus attention on the mail order business in view of
increasing competition from the internet.

No “deal fever” but more activity is expected

DEQ is targeting annual investments of €100-150m — a level that was exceeded significantly
in 2006. In 2007, the company did not acquire new shopping centres or development
projects, not because of any financing problems, but rather because it felt prices were too
expensive. As the last two development projects in Hameln and Passau will be opened in
this year, DEQ should give the market an indication about its further growth outlook.

We see at least three opportunities for DEQ’s future growth:

> Increasing stakes in existing shopping centres and expanding lettable space via

developments. Both are currently being considered, e.g. for the Main-Taunus-Zentrum in
Frankfurt. However, we would regard this only as a form of consolidation of the existing
portfolio.

Focusing on foreign acquisitions, primarily in Eastern Europe. DEQ sold its last malls in
Italy and France in 2006 and now owns two malls in Poland and one in Hungary and one
in Austria. As the yield compression in Eastern Europe has been strong, however, the
underlying fundamentals in these markets continue to improve and the move by Western
European retailers into that region is strong. The demand for shopping centre space is
growing, esp. in second-tier cities, and we would appreciate if DEQ targets Eastern
Europe so as to reach the intended exposure of 25% compared with only 13% of the
group asset base today.

Converting “old-fashioned” department stores into shopping centres. Consumers in
Germany prefer shopping centres and pedestrian zones in city centre, especially because
of the rising number of flagship stores of international retailers. Classical department stores
on the other hand suffer, especially in smaller cities. We know that it is difficult from a
technical point of view to convert a department store into a multi-tenant shopping centre,
but it is not impossible. These properties are normally of smaller size and it could be an
option for DEQ to enter into a new segment where the competition is low. In addition, the
company has a strong network of potential tenants for such properties.
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Stable fundamentals

Higher wages = higher
consumption
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Fundamentals in Germany remain stable

The prospects for a stronger growth contribution from private consumption are positive, in
our view. As income and employment conditions have suffered in recent years we have
seen an impressive recovery during the latest upswing. Apart from the significant fall in
the unemployment rate, the soft indicators have improved even more impressively.

Consumer fears of future unemployment, for instance, have fallen to a level not seen
during the past 20-25 years (the respective surveys start in 1985). At the same time,
firms’ hiring intentions also remain at high levels. In recent months, there has been some
consolidation, but against the backdrop of heightened economic and financial market
uncertainty, the stabilisation on these extremely buoyant levels remains impressive.

German labour market conditions have improved significantly

(diffusion index) (diffusion index)
65 15
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EC consumer survey: fear of future unemployment

EC business survey: employment intentions in manufacturing (rhs)

Source: Thomson Datastream

Nominal wages have also started to pick-up lately, largely for cyclical reasons, which will
help to foster the normalisation in private consumption. The missing link has been the real
spending activity. However, we should not forget that 2007 saw a significant rise in the
consumption taxes: the regular VAT rate was hiked from 16% to 19% in January 2007.
While the measure was announced well in advance and thereby had relatively little impact
on overall sentiment, it still depressed the trend in real consumer spending last year. The
adverse price shock to energy and food prices added to the surprise rise in inflation.

Against this backdrop it is easy to see that consumption growth will strengthen in line with
the expected improvement in real disposable income from -0.3%y/y growth in 2007 to
around 1.25% in 2008. A possible sharper drop in the savings ratio would leave upside
risks to consumption growth forecast.

German savings ratio and consumers' assessment of the labour market
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German shopping centre Shopping centres account for 140sqm per 1,000 of overall shopping space in Germany,

marketstil small... which is below the European average of about 171sgm per 1,000 capita. The reason for this
development can be seen in a different consumer pattern that gives preference to local
supermarkets or mid-size shops in the pedestrian areas. In addition, approval to start
construction on a shopping centre has been very strict, as the local authorities wanted to
“protect” the local retailers, so that first malls were opened “on the green fields”.

Shopping centre space in Germany below European average
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...but sought after by Both consumer behaviour and the attitude of many local authorities towards shopping

consumers centres have changed, as they are regarded in many cases as an attraction for the city

centres. However, construction activities remain moderate, which is why we are positive
about shopping centre markets.

Development pipeline of shopping centres in Germany

1200 - 14
1000 - 12
L 10
800 -
L8
600 1
6
400 1
L4
200 | L2
0 Lo
O «~ N M < I © N 0 O O «—“ N M < 1V © N 0 OO O «— N O &« Vv © N~ W
O W W W W W W W W W O O O OO O O O O © O O
o OO O O O OO O O O O 0O 0O O O O 0O O 0O 0O O O O O O O O O O o
N T - T = T VI VA <V I IR IR SRR NI
N

mmmmm Development (1,000 m?) Existing Stock (m m?)

Source: Cushman&Wakefield



Dresdner Kleinwort Deutsche Euroshop 29 February 2008

Disclosures under US regulations

Dresdner Kleinwort or an affiliate has received compensation from Deutsche Euroshop for non-investment
banking securities services in the past 12 months. Dresdner Kleinwort or an affiliate has received compensation
from Deutsche Euroshop for non securities services in the past 12 months. Dresdner Kleinwort or an affiliate has
received compensation from Deutsche Euroshop for investment banking services in the past 12 months.

The relevant research analyst(s), as named on the front cover of this report, certify that (a) all of the views expressed in
this research report accurately reflect their personal views about the securities and companies mentioned in this report;
and (b) no part of their compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or
views expressed by them contained in this report.

Any forecasts or price targets shown for companies and/or securities discussed in this report may not be achieved due to
multiple risk factors including without limitation market volatility, sector volatility, corporate actions, the unavailability of
complete and accurate information and/or the subsequent transpiration that underlying assumptions made by Dresdner
Kleinwort or by other sources relied upon in the report were inapposite.

Past performance is not an indicator of future performance.

Dresdner Kleinwort Research — Recommendation definition
(Except as otherwise noted, expected performance over next 12 months)

Buy: 10% or greater increase in share price Sell: 10% or more decrease in share price
Add: 5-10% increase in share price Reduce:  5-10% decrease in share price
Hold:  +5%/-5% variation in share price

Distribution of Dresdner Kleinwort equity recommendations as of 31 Dec 2007

All covered companies Companies where a Dresdner Kleinwort company has

provided investment banking services (in the last 12

months)

Buy/Add 383  61% 142 37%

Hold 165 26% 34 21%

Sell/Reduce 77 12% 14 18%
Total 625 190

Source: Dresdner Kleinwort Research

Additional disclosures under other non-US regulations

The disclosures under US regulations above should be read together with these additional disclosures.
Dresdner Kleinwort or an affiliate regularly holds trading positions in the shares of Deutsche Euroshop.

In respect of any compendium report covering six or more listed companies, please refer to the following website for all
relevant disclosures:

Unless otherwise noted, the securities mentioned in this report are priced as of 27 February 2008 at market close. Time
given is local to the address shown at the bottom of the first page of this report.

Disclaimer

This report has been prepared by Dresdner Kleinwort, by the specific legal entity named on the cover or inside cover
page.

This report is a communication made, or approved for communication in the UK, by Dresdner Kleinwort
Securities Limited (authorised and regulated by the Financial Services Authority and a Member Firm of the London Stock
Exchange). It is directed exclusively to eligible counterparties and professional clients. It is not directed at retail clients and
any investments or services to which the report may relate are not available to retail clients. No persons other than an
eligible counterparty or a professional client should read or rely on any information in this report. Dresdner Kleinwort
Securities Limited does not deal for, or advise or otherwise offer any investment services to retail clients.

Where this report has been produced by a legal entity outside of the EEA, the report has been
re-issued by Dresdner Kleinwort Securities Limited for distribution into the EEA. Dresdner Kleinwort Research GmbH is
regulated by the Federal Financial Supervisory Authority (‘BaFin’) by the laws of Germany.

Where this report has been approved for distribution in the US, such distribution is by either: (i) Dresdner
Kleinwort Securities LLC; or (ii) other Dresdner Kleinwort companies to US Institutional Investors and Major US
Institutional Investors only ; or (iii) if the report relates to non-US exchange traded futures, Dresdner Kleinwort Limited.
Dresdner Kleinwort Securities LLC, or in case (iii) Dresdner Kleinwort Limited, accepts responsibility for this report in the
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US. Any US persons wishing to effect a transaction through Dresdner Kleinwort (a) in any security mentioned in this report
may only do so through Dresdner Kleinwort Securities LLC, telephone: (+1 212) 429 2000; or (b) in a non-US exchange
traded future may only do so through Dresdner Kleinwort Limited, telephone: (+ 11 44) 20 7623 8000; or (c) in a banking
product may only do so through Dresdner Bank AG New York Branch, telephone (+1 212) 969 2700.
This research report is being distributed for Dresdner Kleinwort in Singapore by Dresdner Bank AG,
Singapore Branch, purely as a resource and for general informational purposes only, and is intended for general
circulation. Accordingly, this research report does not take into account the specific investment objectives, financial
situation, or needs of any particular person and is exempted from the same by Regulation 34 of the Financial Advisers
Regulations ("FAR") (as required under Section 27 of the Financial Advisers Act (Cap. 110) of Singapore ("FAA")).
This report is being distributed for Dresdner Kleinwort in Hong Kong by Dresdner Kleinwort Securities
Limited. Unless permitted to do so by the securities laws of Hong Kong, no person may issue or have in its possession
for the purposes of issue this report, whether in Hong Kong or elsewhere, which is directed at, or the contents of which
are likely to be accessed or read by, the public in Hong Kong, other than with respect to the securities referred to in this
report which are or are intended to be disposed of only to persons outside Hong Kong or only to "professional investors"
within the meaning of the Securities and Futures Ordinance (Cap.571) of Hong Kong and any rules made thereunder, and
to persons whose ordinary business is to buy and sell shares or debentures.
Where this report is being distributed in Japan, such distribution is by either (i) Dresdner Kleinwort (Japan) Limited
Tokyo Branch (registered and regulated by the Financial Services Agency and General Trading Participant of TSE,
Regular Transaction Participant and Transaction Participant in Futures Transaction of OSE, Participant of JASDAQ) to
Japanese investors excluding private customers or (ii) other Dresdner Kleinwort companies, to entities falling within the
proviso of the Article 58-2 of the Financial Instruments and Exchange Law (the "FIEL") and the Article 17-3 of the
Enforcement Order for the FIEL. Any Japanese persons not falling within (ii) wishing to effect a transaction through
Dresdner Kleinwort in any security mentioned in this report may only do so through Dresdner Kleinwort (Japan) Limited
Tokyo Branch, telephone: (+ 813) 6230 6000.

Neither Dresdner Bank AG ("DBAG") nor Dresdner Kleinwort Securities Limited holds an Australian financial
services licence. This report is being distributed in Australia to wholesale customers pursuant to an Australian financial
services licence exemption for DBAG under Class Order 04/1313 or for Dresdner Kleinwort Securities Limited under Class
Order 03/1099. DBAG is regulated by BaFin under the laws of Germany and Dresdner Kleinwort Securities Limited is
regulated by the Financial Services Authority under the laws of the United Kingdom, both of which differ from Australian laws.
This report contains general information only, does not take account of the specific circumstances of any recipient and
should not be relied upon as authoritative or taken in substitution for the exercise of judgment by any recipient. Each
recipient should consider the appropriateness of any investment decision having regard to their own circumstances, the
full range of information available and appropriate professional advice. The information and opinions in this report
constitute judgment as at the date of this report, have been compiled or arrived at from sources believed to be reliable and
in good faith (but no representation or warranty, express or implied, is made as to their accuracy, completeness or
correctness) and are subject to change without notice. Dresdner Kleinwort may amend, supplement or update the
contents of this report in such form and in such timescales as Dresdner Kleinwort deems appropriate. Recommendations
and opinions herein reflect Dresdner Kleinwort's expectations over the 12 month period following publication from the
perspective of long-only investment clients. Dresdner Kleinwort reserves the right to express different or contrary
recommendations and opinions for different timescales or for other types of investment client. This report does not
constitute or form part of, and should not be construed as, any offer for sale or subscription of, or any invitation to offer to
buy or subscribe for, any securities, nor should it or any part of it form the basis of, or be relied on in any connection with,
any contract or commitment whatsoever. Dresdner Kleinwort accepts no liability whatsoever for any loss or damage
arising from any use of this report or its contents. Whilst Dresdner Kleinwort may provide hyperlinks to websites of entities
mentioned in this report, the inclusion of a link does not imply that Dresdner Kleinwort endorses, recommends or
approves any material on the linked page or accessible from it. Dresdner Kleinwort accepts no responsibility whatsoever
for any such material, nor for any consequences of its use. This report is for the use of the addressees only, is supplied to
you solely in your capacity as an investment professional or knowledgeable and experienced investor for your information
and may not be reproduced, redistributed or passed on to any other person or published, in whole or in part, for any
purpose, without the prior, written consent of Dresdner Kleinwort. Dresdner Kleinwort may distribute reports such as this
in hard copy, electronically or by Voiceblast. Dresdner Kleinwort and/or any of its clients may undertake or have
undertaken transactions for their own account in the securities mentioned in this report or any related investments prior to
your receipt of it. Dresdner Kleinwort specifically draws recipients attention to the disclosures contained in the Disclosure
Appendix but notes that, excluding (i) Dresdner Kleinwort Securities LLC and (ii) the research analyst(s) responsible for
this report unless specifically addressed in the "Disclosures under US regulations": (a) Dresdner Kleinwort and its
directors, officers, representatives and employees may have positions in or options on the securities mentioned in this
report or any related investments or may buy, sell or offer to buy or sell such securities or any related investments as
principal or agent on the open market or otherwise; and (b) Dresdner Kleinwort may conduct, solicit and/or engage in
other investment and/or commercial banking business (including without limitation loans, debt securities and/or derivative,
currency and commodity transactions) with the issuers or relating to the securities mentioned in this report. Accordingly,
information may be available to Dresdner Kleinwort, which is not reflected in this report or the disclosures. In this notice
“Dresdner Kleinwort” means Dresdner Bank AG and/or Dresdner Kleinwort Securities Limited and any of their affiliated or
associated companies and their directors, officers, representatives or employees and/or any persons connected with
them. Additional information on the contents of this report is available at
and on request.
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Summary financials and key valuations

Profit and loss statement Sales and EBITDA margin
2006 2007E 2008E 2009E (€m) (%)
Sales €m 93 96 112 122 140 1 - 95
Gross margin % NM NM NM NM 120 -
EBITDA €m 87 75 89 % 100 4 90
EBITDA margin % 935 785 79.4 80.3 | g5
EBITA incl associates €m 161 119 132 165 80 1
EBITA margin % NM NM NM NM 60 - | 80
Pre-tax profit excl except €m 118 75 78 110 40
Tax €m (17) 9) (18) (18) o0 | - 75
Tax rate % 14.8 116 233 16.3
Attrib profit excl except €m 100 66 60 92 01 70
Attrib profit margin % NM 69.0 53.7 75.4 2006 2007E 2008E 2009€
EPS € 5.84 1.92 1.75 2.67 mmmmSales —¢— EBITDA margin (RHS)
EPS growth % 106.0 (67.1) .1 52.9 Source: Company data, Dresdner Kleinwort Research estimates
Ave diluted no shares t 17,187 34,374 34,374 34,374
Balance sheet Investment view: Deutsche Euroshop (DEQ) is the
2006 2007E 2008E 2009E only listed German property stock focused purely on
Total fixed assets €m 1,653 1,806 2,135 2370 shopping centres. With long-term contracts and a 99%
Goodwil €m 0 0 0 0 occupancy rate, the income stream is very stable.
Working capital €m 84 82 72 72 Gi the hiah d d for G h ) t
Total assets €m 1796 1941 2262 2498 Iven the high demand for serman shopping centres,
Net (debt)/cash €m (685) (797) (956)  (1,118) we think DEQ could be a takeover candidate. Based on
Equity & min int €m 796 817 901 960 three different valuation tools, we derive a €29 target
price and initiate coverage with a Buy rating
Cash flow

2006 2007E 2008E 2009E

Net capex €m 0 0 0 0
Gross cash flow €m 29 36 41 48
Free cash flow €m 24 26 31 38
Ratios

2006 2007E 2008E 2009E

P/E X 4.4 13.3 14.6 9.6

PEG ratio X 0.0 (0.2) (1.6) 0.2

P/FCF X 18.4 33.4 28.8 23.1

P/CF X 15.3 242 21.7 18.3

P/B X 0.6 1.1 1.0 0.9

EV/ sales X 121 17.5 16.4 16.4

EV/ EBITDA X 13.0 223 20.7 20.4

EV/ EBITA X 7.0 141 13.9 121

Post tax ROCE % 9.2 6.5 5.4 6.6

ROE % 12.6 8.1 6.7 9.6

Net debt/ equity % 86.0 975 1062 1164 Key share data

Interest cover X 2.0 1.7 1.6 1.8 Total no. of shares t 34,374
Dividend cover X 2.8 1.8 1.6 2.5 Free float % 81
Equity/ assets % 443 421 39.8 38.4 Major shareholders

Working capital/ sales % 90.7 85.8 64.7 59.1 Otto-family % 19
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