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The quality of the DES shopping centresis sound in our
view as we made a site visit of the shopping centres in
Wolfsburg, Magdeburg and Wildau. Their excellent
location in terms of the catchment area, the high
standard of used architecture and also a welcoming
atmosphere created by spaciousness and lightness will
support the high demand for the lettable space by
retailers in these shopping centres. Thus, we expect the
sustainable growth trend of net rental income to
continue. Besides this good news flow we are also
optimistic about the trade tax issue and the financing.
Firstly, the probability of the worst case scenario for the
burden from changed taxation (Tradetax) has decr eased
in our view. We think that the possible outcome is not a
threat for DES dividend policy. Secondly, management
is quite successful in negotiations with banks about
renewals of existing financing, so the average paid
interest will continue to decrease. We confirm our Buy
recommendation with a PT of € 30.

Visited shopping centres in good shape and well accepted
by people living in the catchment area.

On a site visit with the company we got some more inside
into the three shopping centres in Wolfsburg, Magdeburg
and Berlin Wildau (“A10” centre). Our view:

a) In our view the “City-Galerie¢” is clearly the most
attractive shopping possibility for people in Wolfsburg. The
main shopping street in Wolfsburg does not really attract
consumers to spend money. The outlet centre near the VW
Autostadt is not readly an aternative which was visible in
the relatively low number of customers in this area. In our
view the strong position is also confirmed by the fact that
aready 44 follow-up contracts of a total of 67 lease
agreements which expire in 2011/2012 are negotiated. A 2-
3% increase of net rental income is likely. Furthermore,
tenants have to pay a higher portion of the property
operating costs.

b) The new acquisition “Allee-Center” in Magdeburg isa
good fit for the portfolio with a NOI of 6.0%. The excellent
location in the centre and near the river Elbe and the inviting
atmosphere due to the generous and friendly architecture
leads to net sales of about € 4,700 per sgm which is second
best in a portfolio of 19 shopping centres. Furthermore, we
believe that the high degree of centrality for Magdeburg to
the tune of 124% helps to attract up to 1.2 - 1.3m visitors
compared to the estimated catchment area of approx. 720Kk.

¢) The expansion of the “A10” centre in Wildau is quite
successful in our view as it is now comparable with a large
shopping mall in the US. Bright colours, a new floor cover
and the completion of necessary parking space should
enable a turnover of € 240m to € 250m after currently €
180m.

A decision about the optimisation of trade tax will be taken
by end of 2011

The management now reconsiders all opportunities in order
to achieve an acceptable tax charge. We believe that there is
a 50% chance to displace the current domicile to the east of
Hamburg where the effective trade tax would be approx. 7%
lower. If EuroShop were to remain in Hamburg, an
additional non-cash provision of € 85m to € 90m would be
necessary due to deferred taxes on hidden reserves. The
impact on dividend policy is negligible as the cash taxes
would increase by 1.5m in 2011 and approx. € 3mto €4min
the coming years.

Excellent financing due to lower costs and no necessary
refinancing needs before 2013

DES is in negotiation to renew a financing volume of €
112m. Although the margin for the banks increased
significantly (90bp to 110bp) the new interest rate should be
more than 2%-points lower at 3.5%. So the new average
interest rate for total loans decreased to 4.14%. Based on
additional refinancing benefits and good prospects for net
rental income we stick to our Buy recommendation.

Fig. 1: Loan structure

Principle Shareof avg.interest

Interest Lodkin Duration amounts(€ths) total loan rate
Upto 1 year 10 62.939 4,9% 3,30%
lto5years 36 552.823 433% 5,38%
5to 10 yeas 79 492.366 38,5% 4,96%
Over 10 years 14,3 169.200 13,2% 4,74%
Total 2010 6,5 1277328 100,0% 5,03%
Warburg Researct

Loan structure

Principie Share of  avg. ineres.

Interest Lodkin Duration amounts(€ths) total loan rate
Upto 1 year 10 141109  104% 2,82%
lto5years 34 431.337 31, 7% 5,42%
5to 10 yeas 74 503.884 37,0% 4,96%
Over 10 years 125 284.209 20,% 4,70%
Total H12011 6,6 1360539 100,0% 4,83%
Warburg Research

Valuation

The share is now trading at its NAV of around € 26. We
believe that the high quality of the portfolio, the excellent
management track record and also the growth opportunities
justify a higher multiple. With a share price of € 30 the
portfolio would be valued with ayield of 6.4% which is far
from aggressive given the current multiples paid for the
acquisition of shopping centres (5.3% to 6%).

Andres Plasier
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Deutsche Eur oShop ANDREASPLAESER, + 49 40 309537 - 246
12/2007 12/2008 12/2009 12/2010 12/2011e 12/2012e
Income statement (in € m)
Sles 95.8 115.3 127.6 144.2 188.2 200.9
Cogt of goods -94 -6.0 -5.8 -7.3 -10.3 -11.9
Gross profit 86.4 109.4 121.7 136.9 177.9 189.0
L&A expenses -6.1 -7.2 -7.2 -7.9 -11.0 -11.1
R& D expenses
Other oper. income/expenses -3.2 -4.1 -3.8 -5.9 -5.3 -4.4
EBITDA 77.2 98.1 110.7 123.1 161.6 173.6
Goodwill amortisation 0.0 0.0 0.0 0.0 0.0 0.0
Depreciation 0.0 0.0 0.0 0.0 0.0 0.0
EBIT 77.2 98.1 110.7 124.0 162.0 174.0
Operating profit (company definition) 27.1 50.0 51.6 51.6 51.7
Financial income -50.1 -48.2 -55.9 -60.2 -79.3 -85.5
Pre-tax profit 77.8 87.0 40.1 97.0 31.8 88.4
Income taxes 16.3 -18.1 -5.7 -15.2 -11.4 -18.2
(Tax ratein %) -21.0 20.8 14.3 15.7 35.8 20.5
Net income 94.2 68.9 344 81.8 204 70.3
Net income after minorities 94.2 68.9 34.4 81.8 20.4 70.3
EPSord. 2.74 1.96 0.93 1.80 0.40 1.36
Growth (in %) CAGR (07/12)
Sdles 16.0 % 31 20.4 10.6 13.0 305 6.8
EBITDA 17.6 % -10.6 27.1 12.8 11.2 31.3 7.4
EBIT 17.7 % -10.6 27.1 12.8 12.0 30.6 7.4
Net income - % -6.1 -26.9 -50.1 138.1 -75.1 2445
Cost ratios (in % of sales)
Cogt of goods/ sales 9.8 5.2 4.6 51 54 5.9
GEA [ sles 6.4 6.2 5.6 55 5.8 55
R&D / sdles
Cash flow (in € m)
Gross cash flow 27.1 49.9 55.0 64.5 76.6 86.4
Operating cash flow 271 49.9 55.0 64.5 76.6 86.4
Cash flow from investing activities -70.5 -100.0 -75.0 -75.0 -75.0 -75.0
Free cash flow -43.4 -50.1 -20.0 -10.5 1.6 11.4
Cash earnings 27.1 49.9 55.0 64.5 76.6 86.4
Productivity (in €ts.)
Sdles/ employee 19,152.4 23,068.6 25,512.6 24,031.5 31,359.0 33,485.9
Personnel expense / employee
EBIT / employee 15,434.2 19,621.0 22,141.4 20,672.0 26,995.0 28,993.5
Returns (in %)
EBITDA / sales 80.6 85.1 86.8 85.4 85.9 86.4
EBIT / sales 80.6 85.1 86.8 86.0 86.1 86.6
Pre-tax profit / sales 81.3 75.4 31.4 67.3 16.9 44.0
Net income/ sales 98.3 59.7 26.9 56.7 10.8 35.0
Return on equity 10.9 8.0 3.7 6.5 17 5.8
Return on total capital 4.8 3.4 1.6 2.8 0.6 2.2
ROCE 4.2 5.0 55 4.3 51 5.4
Balance sheet (in € m)
Property, plant and equipment 1,658.2 1,897.8 1,991.0 2,700.7 3,139.9 3,139.9
Goodwill 0.0 0.0 0.0 0.0 0.0 0.0
Working capital 19.5 8.2 9.0 162.3 10.5 10.8
Current assets 137.2 52.9 92.0 234.3 62.2 35.0
Capital employed (CE) 1,855.0 1,960.4 2,027.6 2,891.6 3,179.7 3,205.8
Equity 860.8 860.5 921.3 1,249.7 1,213.3 1,221.6
Equity ratio in % 43.6 429 43.6 42.2 375 37.8
Net financia debt (+), liquidity (-) 783.3 856.4 850.7 1,222.4 1,383.1 1,405.7
Total net debt (+), liquidity (-) 783.3 856.4 850.7 1,222.4 1,383.1 1,405.7
Gearingin % 91.0 99.5 92.3 97.8 114.0 115.1
Price ord. on 16 September 2011: € 26.78
Valuation
EPSord. (€) 2.74 1.96 0.93 1.80 0.40 1.36
CFPS(€) 0.79 1.42 1.41 1.42 1.48 1.67
Number of sharesord., (m) 34.4 35.1 39.1 45.5 51.6 51.6
P/E ord. 9.4 115 22.8 13.3 67.7 19.7
PICF 32.9 159 15.0 16.9 18.1 16.0
EV/ Ses 21.20 16.93 15.90 19.38 18.93 17.68
EV/EBITDA 26.3 19.9 18.3 22.7 22.0 20.5
EV/EBIT 26.3 19.9 18.3 225 22.0 20.4
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L egal disclaimer

This research report was prepared by the Warburg Research GmbH, a subsidiary of the M.M.Warburg & CO KGaA. It contains selected
information and does not purport to be complete. The report bases on publicly available information and data (“the Information") believed
to be accurate and complete. Warburg Research GmbH neither does examine 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 M.M.Warburg & CO KGaA nor the Warburg Research
GmbH 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. M.M.Warburg & CO KGaA
and Warburg Research GmbH, their shareholders and employees are not liable for the accuracy and completeness of the statements,
estimations and the conclusions derived from the Information contained in this document. Provided any research report is being
transmitted in connection with an existing contractual relationship, i.e. financial advisory or similar services, the liability of M.M.Warburg
& CO KGaA and Warburg Research GmbH shall be restricted to gross negligence and willful misconduct. Only in case of failure in
essential tasks, M.M.Warburg & CO KGaA and Warburg Research GmbH are liable for normal negligence. In any case, the liability of
M.M.Warburg & CO KGaA and Warburg Research GmbH is limited to typical, expectable damages and the liability for any indirect
damages is excluded. This research report does not constitute an offer or a solicitation of an offer for the purchase or sale of any security.
Partners, directors or employees of M.M.Warburg & CO KGaA or Warburg Research GmbH may serve on the board of directors of
companies mentioned in a report. Opinions expressed in this report are subject to change without notice. All rights reserved.

Copyright Notice

This work including all its parts is protected by copyright. Any use beyond the limits provided by copyright law without permission is
prohibited and punishable. This applies, in particular, to reproductions, translations, microfilming, and storage and processing on
electronic media of the entire content or parts thereof.

Disclosur e according to Section 34b of the German Securities Trading Act and FinAnV

This report has been made accessible to the company analysed and was modified thereafter

The valuation underlying the rating of the equity security analysed in this report is based on generally accepted and widely used methods
of fundamental valuation, such as DCF model, Peer group comparison and — where applicable — a Sum-of-the-parts model.

M.M.Warburg & CO KGaA and Warburg Research GmbH have set up effective organisational and administrative arrangements to
prevent and avoid possible conflicts of interest and, where applicable, to disclose them.

Valuations, ratings and target prices for the companies analysed by M.M.Warburg & CO KGaA and Warburg Research GmbH are subject
to constant reviews and may therefore change, if any of the fundamental factors underlying these items do change.

All share prices given in this equity analysis are closing prices, except where stated otherwise.

Neither M.M.Warburg & CO KGaA'’s analysts nor Warburg Research GmbH's analysts do receive any payments directly or indirectly
from any affiliates’ investment banking activity.

M.M.Warburg & CO KGaA and Warburg Research GmbH are under supervision of the BaFin — German Federal Financial Supervisory
Authority.
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Investment recommendation: expected direction of the share price development for equity security up to the given price target in the

opinion of the analyst who covers the issue.

B Buy: The price of the analysed equity security is expected to rise over the next 12 months.
H Hold: The price of the analysed equity security is expected to remain mostly flat over the next 12 months.
S Sdl: The price of the analysed equity security is expected to fall over the next 12 months.

“-* Rating suspended: The available information does not currently permit an evaluation of the company.

Warburg Research GmbH research universe by rating:

Rating Number of stocks % of universe
Buy 131 70%
Hold 51 27%
Se 4 2%
Rating suspended 0 0%
Total 186

Warburg Research GmbH research universe by rating, looking only
at companies for which a disclosure according to section 34b
German Securities Trading Act has to be made:

Rating Number of stocks % of universe
Buy 109 74%
Hold 38 26%
Se 0 0%
Rating suspended 0 0%
Total 147

Price and Rating History

Deutsche EuroShop (DEQGN.DE) as of 16.9.11

16.9.10 6.10.10 11811
B:€2457 H:€2541 | B:€2584
30

29

25 -

24 -

23

zz MWW‘%M

8.10 910 1010 1110 1210 111

211

Sources: Factset (prices) / Warburg Research (ratings)
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The boxes on the price and rating history chart
indicate the date and rating of the Equity Alert
issued by Warburg Research GmbH. Each box
represents the closing price (Xetra) of the date
on which an analyst publish a change to arating,
except for the first box, which may represent the
rating in place at the beginning of the period or
the first Alert written on the issue in the past 12
months.
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