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KEY DATA IN € MILLION

Revenue 188.0
EBIT 1658
Net finance costs -34.1

Measurement gains/losses 56.0 .
EBT 187.6 .
Consolidated profit 171.0 )
FFO per share(€) 2.08 )
Earnings per share (€)' 3.17

Equity? 1,642.4
Liabilities 1,752.5 .
Total assets 3,394.9
Equity ratio (%)? 48.4
LTV-ratio (%) 43
Gearing (%)? 107
Cash and cash equivalents 40.8

Net asset value (EPRA) 1,650.4
Net asset value per share (€, EPRA) 30.59 )
Dividend per share (€) 1.253

" undiluted
2 incl. non controlling interests
3 proposal
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Editarial

Dear Readers,

Many of us will have done it at some point: browsed,
clicked and purchased online. A few days - if not a few hours —
later, the doorbell rings, and it's the friendly courier. We open
the parcel, and there it is: the item we ordered. It is just as we
imagined it. And it was a real bargain, too.

There’s no doubt that e-commerce has benefits for all of
us — provided everything works out as in this ideal scenario. Of
course, in reality, | may well end up sending back items that |
have ordered, because | don't like them or they are unsuitable.
Or it may turn out to be too much effort for the delivery com-
pany to send the goods up to the third floor, so | have to collect
my package from a branch instead. And because I'm not the only
one picking up or returning a package, there is quite a long
queue. It can be a real hassle.

Yet the inexorable rise of online shopping continues. But
does this trend mean that physical retailers will disappear
within a few years, so that the space currently used for our
shopping centers will no longer be needed?

Claus-Matthias Boge,

LED

In recent times, we have had many discussions with
investors about questions like these regarding the potential
impact of the e-commerce boom. And we are sure that you, too,
would like to know how secure our business model is. In this
annual report, we would like to give you a closer insight into the
current developments.

And right from the outset, | can tell you that, yes, things
are happening in retail! But it was ever thus. The old German
saying, “Handel ist Wandel” - “trade is change” — is more rele-
vant today than ever. We are confident that we are well-posi-
tioned with our portfolio, currently made up of 19 shopping
centers. And we see not only risks, but also opportunities.

Customers and visitors should be offered the best of both
worlds. An increasing number of retailers are pushing ahead
with a blend of online and traditional, physical retailing, known
as multi-channel marketing. So for instance, you pick out the
item of clothing you want in the store, try it on in your size and
then have it sent in the colour of your choice either to your home
or to the store, where you can pick it up at your leisure and look
it over again. Alternatively, you place your order online and have
the item sent to a store near you, where you can see it and try it
on. If you don't like it, you don’t have to wait in a queue to return
it: just leave it in the shop and perhaps look at something else.

There is no doubt in my mind that the online world will
never replace a good old shopping spree with family and
friends, or the pleasure of finding something completely by
chance.

In addition to this and other topics, you will as usual find
detailed information on the past financial year in this annual
report. And of course we also take a look ahead and give you
our forecasts for our business up until 2015.

If you have any questions, praise or criticism regarding
this report, your comments are always very welcome.

For the time being, however, | hope that you find it both
an enjoyable and interesting read!

Best regards

Claus-Matthias Boge
CEO
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We are the only public compahy in Germany

that invests solely in shopping centers in
prime locations. We invest only in carefully
chosen properties. High quality standards and
a high degree of flexibility are just as impor-
tant to us as sustained earnings growth from

index- and turnover-linked rental contracts. In

addition, we boast a higher than average occu-
pancy rate of around 99% and professional
center management - these are the pillars of
our success.

Deutsche EuroShop does not seek short-term Q\' \
success, but rather the stable increase in the Qo\

value of our portfolio. Our objective is to gen- 0' - 0
erate a sustainably high surplus liquidity from e! lél
the longterm leasing of our shopping centers \
to distribute an attractive dividend to our ‘

shareholders every year. In order to achieve
this, we shall acquire further prime properties
and hence establish ourselves as one of the
largest companies in Europe focusing on retail
properties. 1 -




Highlights

MAY

Increase of the shareholding in
Altmarkt-Galerie, Dresden to 100%

JUNE

Annual General Meeting

Distribution of a dividend of €1.20
per share

AUGUST

Disposal of Galeria Dominikanska
Wroclaw, Poland

SEPTEMBER

5th anniversary of Stadt-Galerie
Passau

NOVEMBER

Determination of the dividend policy
up to 2016




“Ule haue

ideas that we
waould like to put
into practice.”

CLAUS-MATTHIAS BOGE

CEO

Interview with
the Executive
R




In this Executive Board interview, Claus-Matthias Boge The KAGB constitutes extensive regulation

and Olaf Borkers explain the highlights of financial year of investment managers and their invest-
L. . . ment funds, and it affects self-managed
2013, which included not only the pleasing operating investment funds as well as external man-

profit but also the newly introduced Kapitalanlage-
gesetzbuch (KAGB - German Capital Investment Code),
changes in the portfolio, the flood disaster at the start

agers of investment funds. In principle, the
regulations can also impact structures like
Deutsche EuroShop: companies that acquire
and hold real estate.
of June, measurement gains, the dividend policy and
plans for further growth. However, our structure as a holding compa-
ny, our activities and the strategy we have
pursued to date mean that the KAGB should
not apply to Deutsche EuroShop, which was

Interview: Nicolas Lissner, photos: Christian Schmid

confirmed in writing by the Federal Finan-
cial Supervisory Authority at the end of
March this year.

LET'S TURN TO ISSUES THAT
WE ALL ENJOY TALKING ABOUT:
SHOPPING CENTERS AND
LEASING. HOW HAS OPERATING
BUSINESS PERFORMED?

THE RESTRUCTURING OF THE
GROUP WAS A MAJOR FOCUS IN
FINANCIAL YEAR 2012. WERE
YOU ABLE TO FOCUS MORE ON
DEUTSCHE EUROSHOP’S ACTUAL

BUSINESS AGAIN IN 2013? OLAF BORKERS: Like clockwork. We are

very pleased. To be more specific, we budg-

CLAUS-MATTHIAS BOGE: Yes, we were.
The optimisation of the Group structure has
been largely completed. | certainly do find
shopping centers more interesting than
taxes —and a lot more fun.

OLAF BORKERS: But we will always keep
the tax issue in the back of our minds in
everything we do.

CLAUS-MATTHIAS BOGE: In fact, | need to
qualify my first statement, because another

issue caused us some concern in the second
half of the year, and only a short time ago:
the new Kapitalanlagegesetzbuch (KAGB -
German Capital Investment Code), which
entered into force on 22 July 2013.

eted sales of €186 million to €189 million
and we hit €188.0 million exactly, which
represented an increase of over 5%. We an-
ticipated earnings before interest and taxes
(EBIT) of between €162 million and

€165 million; at €165.8 million, they were
actually slightly above the forecast range
and rose by over 9% year on year.

We allowed for earnings before taxes

(EBT) without measurement gains/ losses
of between €113 million and €116 million.
At €129.2 million, they were also significant-
ly above the forecast range and 41% higher
year on year, thanks to a gain on

disposal.



We initially expected funds from operations
to fall within a range of €1.99 to €2.03 per
share. By the end of the year, we had in-
creased the forecast to €2.06 to €2.09,

and the actual figure was €2.08.

YOU JUST MENTIONED A GAIN
ON DISPOSAL. CAN YOU GIVE US

ANY DETAILS?

CLAUS-MATTHIAS BOGE: At the end of Au-
gust, we sold our 33% stake in the Galeria
Dominikanska in Wroclaw, Poland, which
was our smallest shareholding. This enabled

us to further optimise our portfolio, and im-
portantly, we were able to generate a profit
of €15.8 million.

HAVE THERE BEEN OTHER
CHANGES IN THE PORTFOLIO?

CLAUS-MATTHIAS BOGE: Yes, on 1 May
we invested €132 million and purchased our
partner’'s 33% stake in the Altmarkt-Galerie
in Dresden. We now have full ownership of

There is no guarantee that the value
of real estate will carry on rising.

this excellent shopping center, which has

around 200 shops and attracts over 16 mil-
lion visitors every year.

We should also mention that we added the
Herold-Center in Norderstedt to our portfo-
lio on 1 January 2013, and it made a signifi-
cant contribution to our growth in the previ-
ous financial year.

TALKING OF DRESDEN, HOW DID
THE DES SHOPPING CENTERS
LOCATED IN THE CITIES
AFFECTED BY THE TERRIBLE
FLOODING IN JUNE SURVIVE THE

DISASTER?

OLAF BORKERS: There was no danger of
flooding in the Altmarkt-Galerie in Dresden
and its underground garage. Luckily, the
flood disaster of 2002 did not repeat itself in
the centre of Dresden.



We were particy- Pessauwasoneofthe  LET'S GO BACK TO THE RESULTS

i first cities to be affect- ~ FOR THE FINANCIAL YEAR. WHAT

larly pllea!_'.ed with th: ed by the flooding. His- DO YOU FEEL ARE THE KEY
uadile increases o torical high-water THINGS TO MENTION?

the Hltmarht_ualerie marks that hadn't been

breached for hundreds

in nresuen' the nhEin- of years were exceeded
nechar-aentrum by metres rather than
and the City-Galerie

centimetres. Disaster
alerts were raised. As a
ll.ll:llfshllrg. result, the Stadtgalerie

remained closed on 4

June, but water dam-
age in the shopping center was averted
thanks to the unstinting work of the on-site
technicians.

In Dessau-RoBlau, some of the bridges to
the city centre were closed for safety rea-
sons. This situation had a detrimental effect
on sales at the Rathaus-Center, since acces-
sibility was considerably reduced from the
north, south and east. The center itself is lo-
cated at one of the highest points in the city
centre, so there was no serious danger of
flooding. There was also no threat from
groundwater, since the center has a strong
protective sub-floor layer.

Fortunately, the Allee-Center in Magdeburg
also escaped the main impact of the disas-
ter: here it was mainly the flooded access
paths that affected business in the center.
For a short time, groundwater penetrated
the car park in the basement, so traffic rout-
ing had to be changed. But no other major
damage was observed.

CLAUS-MATTHIAS BOGE: Fundraising
campaigns were quickly launched in the

centers affected by the flooding and space
was given to aid organisations in order to
support campaigns such as “Nachbarn in
Not” (neighbours in need). We contributed fi-
nancially to these spontaneous solidarity
groups for those affected by the flooding via
our property companies.

OLAF BORKERS: The financial results

were positively affected by the sale of the
stake in the Wroclaw shopping center and at
€56 million, the measurement gain was also
very high. We were particularly pleased with
the value increases of the Altmarkt-Galerie
in Dresden, the Rhein-Neckar-Zentrum and
the City-Galerie Wolfsburg. The average value
increase across all centers was 1.9%.

CLAUS-MATTHIAS BOGE: And as | always
emphasise: there is no guarantee that the

value of real estate will carry on rising. Even
though the returns for comparable shopping

centers in current transactions are some-
times significantly below the average return
for our portfolio (5.97%), we feel we are well
positioned with the rather conservative ap-
proach of the independent appraisers.




OF course, we are happy about
the increase of 3% percent

In any case, we are focusing more on the

development of the funds from operations,
which is a cash-based indicator, because
this is all we can use for a dividend payment,
investments in the portfolio and servicing
debt. Earnings per share can also include
measurement gains from valuation that only
exist on paper.

OLAF BORKERS: | agree with Mr Boge on
this. There is also one-off tax income as a
result of the Group restructuring. We there-
fore had several special factors that cannot
be expected every year in this form.

This also puts the “record consolidated prof-
it" of €171 million or €3.17 per share into
perspective slightly. Of course, we are happy
about the increase of 34%, but we shouldn’t
use this as a benchmark for the future.

STILL: FFO ALSO POSTED
A STRONG INCREASE OF
24%. HOW ARE SHARE-
HOLDERS BENEFITING
FROM THIS ONCE AGAIN
VERY GOOD RESULT?

CLAUS-MATTHIAS BOGE: Together with
the Supervisory Board, we have slightly al-
tered our dividend policy. We are intending
to increase the dividend by 5 cents each
year up to €1.40 by the 2017 distribution.
This enables us to achieve reliable predicta-

bility for the participation of our sharehold-
ers in our operating profit as it increases
further.

WHAT CAN SHAREHOLDERS
EXPECT FROM DEUTSCHE
EUROSHOP IN 2014?

OLAF BORKERS: We are planning to invest
around €19 million in order to keep our
shopping centers in a good condition. No
refinancing arrangements are scheduled for
this year, but we are already discussing the
topics for 2015 with our banks. The dividend
is to rise to €1.30 per share in line with the
planning we have just presented.

CAN WE ALSO LOOK FORWARD
TO GROWTH IN THE PORTFOLIO?

CLAUS-MATTHIAS BOGE: | think so. We
still have three opportunities to make our
portfolio grow: the purchase of new shop-
ping centers, extensions of centers that are

already in the portfolio, and finally stake
increases for centers that we do not yet
fully own.

For all three options, we have ideas that we

would like to put into practice. You'll have to
wait and see.

THANK YOU

FOR TALKING TO US!



CLAUS-MATTHIAS BGGE
CEO

After successfully qualifying as a bank clerk and completing a
business administration degree, Mr. Boge began his profes-
sional career in 1987 at the Diisseldorf-based Privatbankhaus
Trinkaus & Burkhardt in Mergers & Acquisitions. His work, for
which he was made a Prokurist (authorised signatory) in 1989,
focused on advising small and medium-sized companies on
buying and selling companies and equity interests. In 1990,
Mr. Boge was appointed to the management of KST Stahltech-
nik GmbH, a subsidiary of the Aus trian industrial plant con-
struction group VA Technologie AG, where he was responsible
for the fi nancial control, personnel, legal, tax and administra-
tion departments. In autumn 1993, Mr. Bége moved to ECE
Projektmanagement G.m.b.H. & Co. KG in Hamburg, the Euro-
pean market leader for the development, realisation,

leasing and longterm management of shopping cent-

ers. It was here that he first became fascinated with

the world of shopping centers. In addition to a series

of management positions at subsidiaries in the ECE

group, his work focused on concept planning, financ-

ing and ongoing profi tability optimisation of property
investments. Mr. Bége joined the Executive Board of

Deutsche EuroShop AG in October 2001. He is mar-

ried and has two children.

OLAF BORKERS
Member of the Executive Board

After serving as a ships offi cer with the German Federal Navy,
Mr. Borkers qualifi ed as a bank clerk with Deutsche Bank AG
in 1990. He then studied business administration in Frank-
furt/Main. From 1995, Mr. Borkers worked as a credit analyst
for Deutsche Bank AG in Frankfurt and Hamburg. In 1998, he
joined RSE Grundbesitz und Beteiligungs-AG, Hamburg, as
assistant to the Executive Board. In 1999, Mr.
Borkers was appointed to the Executive Board of
TAG Tegernsee Immobilien und Beteiligungs- AG,
Tegernsee and Hamburg, where he was respon-
sible for finances and investor relations until Sep-
tember 2005. In addition, Mr. Borkers held various
Supervisory Board and management positions
within the TAG Group. Olaf Borkers joined the
Executive Board of Deutsche EuroShop AG in Octo-
ber 2005. He is married and has two children.




Report of the
Supervisory Board

Iear Shareholders,

During financial year 2013, the Supervisory Board performed the duties
incumbent on it according to the law and the Articles of Association
and closely followed the performance of Deutsche EuroShop AG.
The strategic orientation of the Company was coordinated with the
Supervisory Board, and the status of the strategy implementation was
discussed at regular intervals. The Supervisory Board monitored and
advised the Executive Board on its management of the business, and
the Executive Board informed us regularly, promptly and in detail of
business developments.

On the day of the Annual General Meeting in 2013, Dr J6rn Kreke ended
his eleven-year membership of the Company’s Supervisory Board on
grounds of age. Through all these years, he closely supervised and
supported the development of Deutsche EuroShop AG. The Supervisory
Board thanked Dr Kreke for his dedication and wished him all the best.

Focus of advisory activities

We examined the Company’s net assets, financial position and results
of operations, as well as its risk management, regularly and in detail.
In this context, we checked that the formal conditions for implement-
ing an efficient system of monitoring our Company were met and that
the means of supervision at our disposal were effective.

We were informed on an ongoing basis of all significant factors affect-
ing the business.

We considered the development of the portfolio properties,
specifically their turnover trends, the accounts receivable and
occupancy rates, and the Company’s liquidity position. As the
mandates of six members of the Supervisory Board expired
in 2013 or will expire in 2014, we discussed our succession
ideas and made preparations for the Board's future composition.

Regular discussions were conducted with the Executive Board regard-
ing trends on the capital, credit, real estate and retail markets and the
effects of these on the Company’s strategy. The Executive Board and
Supervisory Board also examined various investment options. We
received regular reports detailing the turnover trends and payment
patterns of our tenants and banks’ lending policies.

The Chairman of the Supervisory Board and the Executive Committee
of the Supervisory Board also discussed other topical issues with the
Executive Board as required. Transactions requiring the approval of
the Supervisory Board were discussed and resolved upon at the
scheduled meetings. In addition, circular resolutions were passed in
writing by the Supervisory Board for transactions of the Executive
Board requiring approval. All resolutions in the reporting period were
passed unanimously.

Meetings

Four scheduled Supervisory Board meetings took place during finan-
cial year 2013. The only absences were recorded at the meetings held
on 20 June 2013 and 26 November 2013: one member of the Super-
visory Board was excused from attending each meeting.



At the first scheduled meeting, on 23 April 2013, the Supervisory
Board's annual review of efficiency was completed and the agenda for
the Annual General Meeting was approved. We selected the auditor,
who was proposed to the shareholders for election. In relation to the
audit of the annual financial statements, we once again attached great
importance to the explanations of the Executive Board and those of the
auditor on the real estate appraisals. In addition, the Executive Board
explained the financial, accounting and tax impact on the Group of the
corporate restructuring undertaken in 2012. The Executive Board also
reported on the conclusion of efforts to restructure the investment
structure in the Main-Taunus-Zentrum and on the progress made on
the sale of the investment in the Galeria Dominikanska in Poland. The
Executive Board also presented the possibility of acquiring the stake
(33%) in the Altmarkt-Galerie in Dresden. The Executive Board
explained the possible negative repercussions that implementation of
the European AIFMD via the KAGB might have for Deutsche EuroShop.

At the constituent meeting on 20 June 2013 following the Annual
General Meeting, we elected members by open ballot to various func-
tions on the Supervisory Board and its committees. The following were
elected and returned to office:

Manfred ZaB

Chairman of the Supervisory Board

Dep. Chairman of the Supervisory Board

Manfred Zaf3 (Chairman),
Thomas Armbrust,
Dr. Michael Gellen

Executive Committee

Financial Expert

Karin Dohm (Chairman),
Thomas Armbrust,
Manfred Zaf3

Manfred ZaB (Chairman),
Thomas Armbrust
(Deputy Chairman),
Reiner Strecker

Audit Committee

Capital Market Committee

The Executive Board then reported on the sale of the stake in Galeria
Dominikanska. We approved the sale unanimously.

The Executive Board also reported on the acquisition of the 33% stake
in the Altmarkt-Galerie in Dresden, which had already been approved
and carried out.

At the third meeting on 25 September 2013, the Executive Board
reported again on the occupancy situation of the property in Pécs and
on a restructuring concept for the center. At this meeting we approved
anew €150 million credit line to replace the existing credit line, which
was due to expire in early 2014. A discussion also took place regard-
ing the question of whether the Company falls within the scope of the
Kapitalanlagegesetzbuch (KAGB — German Capital Investment Code)
in force since July 2013. The Executive Board shared with us its view
that the Company should be excluded from the scope of the KAGB and
reported that a formal application had been submitted to the Federal
Financial Supervisory Authority. We agree with the Executive Board's
assessment and assume that the Federal Financial Supervisory
Authority will also confirm this view.

At the last meeting on 26 November 2013, the Executive Board
reported on preparations for a possible expansion of the properties
in Danzig and Hamburg-Harburg. We also held extensive discussions
on the projections for the past financial year and the Company’s
medium-term performance planning as presented by the Executive
Board. The Company'’s future dividend policy was also discussed, and
a decision was taken to increase the dividend proposal to the share-
holders for the 2013-2016 financial years by €0.05 each year. In the
absence of the Executive Board we discussed the future composition
of the Supervisory Board and examined in detail the status of prepa-
rations required for this change.

Committees

The Supervisory Board has established three committees: the Execu-
tive Committee of the Supervisory Board, the Audit Committee and the
Capital Market Committee. Each of these is made up of three mem-
bers. The Executive Committee of the Supervisory Board functions
simultaneously as a nomination committee. Given the size of the Com-
pany and the number of Supervisory Board members, we consider the
number of committees and committee members to be appropriate.

During the reporting period, the Executive Committee of the Super-
visory Board and the Audit Committee met on 12 April 2013.



The Audit Committee also discussed the quarterly financial reports
with the Executive Board in conference calls on 14 May, 12 August and
11 November 2013. The Capital Market Committee did not meet in 2013.

Corporate Governance

In November 2013, together with the Executive Board, we issued an
updated declaration of conformity in relation to the recommendations
of the government commission pursuant to section 161 of the Aktien-
gesetz (German Public Companies Act — AktG) and made this perma-
nently available on the Deutsche EuroShop AG website. A separate
report on the implementation of the German Corporate Governance
Code is included in this Annual Report. The members of the Super-
visory Board and the Executive Board declared in writing at the begin-
ning of 2014 that no conflicts of interest had arisen.

Manfred ZaB3

Chairman of the Supervisory Board

« 2€

-

Financial statements of Deutsche EuroShop AG
and the Group for the period ending 31 December
2013

At the Audit Committee meeting on 15 April 2014 and the Supervisory
Board meeting on 23 April 2014, the Audit Committee and the Super-
visory Board respectively examined in detail the annual financial state-
ments of Deutsche EuroShop AG in accordance with German commercial
law, and the consolidated financial statements in accordance with Inter-
national Financial Reporting Standards (IFRS), each as at 31 December
2013, as well as the management report and group management report
for financial year 2013.

The documents relating to the financial statements, the auditor’s
reports and the Executive Board's proposal for the utilisation of the
unappropriated surplus were presented to us in good time. The audi-
tor appointed by the Annual General Meeting on 20 June 2013 - BDO AG
Wirtschaftspriifungsgesellschaft, Hamburg — had already audited the
financial statements and issued an unqualified audit opinion in each
case. The auditor also confirmed that the accounting policies, meas-
urement methods and methods of consolidation in the consolidated
financial statements complied with the relevant accounting provisions.
In addition, the auditor determined in the course of its assessment of
the risk management system that the Executive Board had undertaken
all required measures pursuant to section 91 (2) AktG to promptly iden-
tify risks that could jeopardise the continued existence of the Company.

The auditor’s representatives took part in the discussion of the annual
financial statements and the consolidated financial statements on
the occasions of the Audit Committee meeting on 15 April 2014 and
the Supervisory Board meeting on 23 April 2014 and explained the
main findings.

Following its own examination of the annual financial statements of
Deutsche EuroShop AG, the consolidated financial statements and the
corresponding management reports, the Supervisory Board did not
raise any objections. It agreed with the findings of the auditor’s exam-
ination and approved the annual financial statements of Deutsche
EuroShop AG and the consolidated financial statements. The annual
financial statements have thus been adopted. The Supervisory Board
endorses the Executive Board's proposal for the utilisation of the unap-
propriated surplus and distribution of a dividend of €1.25 per share.

The Company’s success in financial year 2013 was the result of its
sustainable, long-term strategy and the dedication shown by the Exec-
utive Board and our employees, for which the Supervisory Board

would like to express its particular gratitude.

Hamburg, 23 April 2014

Manfred ZaB, Chairman



Members of the Supervisory Board

Manfred ZaB

Dr. Michael Gellen

Name (Chairman) (Deputy Chairman) Thomas Armbrust
Born: 1941 1942 1952

Place of residence: Konigstein im Taunus Cologne Reinbek
Nationality: German German German

End of appointment:

2015 Annual General Meeting

2014 Annual General Meeting

2014 Annual General Meeting

Committee activities:

Chairman of the Executive Committee,
Member of the Audit Committee,
Chairman of the Capital Market
Committee

Member of the Executive Committee

Member of the Executive Committee,
Member of the Audit Committee,
Deputy Chairman of the Capital Market
Committee

Membership of other
statutory supervisory
boards:

C.J. Vogel Aktiengesellschaft fiir
Beteiligungen, Hamburg (Chairman)
Platinum AG, Hamburg (Chairman)
TransConnect Unternehmensberatungs-
und Beteiligungs AG, Munich (Chairman)
Verwaltungsgesellschaft Otto mbH,
Hamburg

Membership of com-
parable supervisory
bodies of business
enterprises in Germay
or other countries:

ECE Projektmanagement
G.m.b.H.&Co. KG, Hamburg
(Chairman)

Profession:

Banker

Independent lawyer

Member of Management,
CURA Vermégensverwaltung G.m.b.H.,
Hamburg

Key positions held:

1965-2002: DekaBank Deutsche
Girozentrale, Frankfurt of which:
1980-1999: Member of the
Executive Board

1999-2002: Chairman of the
Executive Board

until 2005: Deutsche Borse AG,
Frankfurt, Deputy Chairman of the
Supervisory Board

2008-2009: Hypo Real Estate Group AG,
UnterschleiBheim, Member of the
Supervisory Board

1971-1983: Deutsche Bank AG,
Disseldorf, Frankfurt

1984-1995: Deutsche Centralbodenk-
redit-AG, Cologne, Member of the Exec-
utive Board

1995-1997: Europaische Hypotheken-
bank AG, Luxembourg,

Member of the Executive Board
1997-2000: Deutsche Bank AG,
Frankfurt, Managing Director
2001-2003: DB Real Estate GmbH,
Frankfurt, Managing Director

until 1985: Auditor and tax advisor
1985-1992: Gruner + Jahr AG & Co KG,
Hamburg, Director of Finance

since 1992: Member of Management of
CURA Vermdgensverwaltung G.m.b.H.,
Hamburg

(Family Office of the Otto Family)

Relationship none none Shareholder representative of the
to majority / Otto family

major shareholders:

Deutsche EuroShop 10,000 0

securities held as at
31 December 2013:



Members of the Supervisory Board

Cantinuation

Name Karin Dohm Dr. Henning Kreke Alexander Otto
Born: 1972 1965 1967

Place of residence: Kronberg im Taunus Hagen/Westphalia Hamburg
Nationality: German German German

End of appointment:

2017 Annual General Meeting

2018 Annual General Meeting

2018 Annual General Meeting

Committee activities:

Chairwoman of the Audit Committee /
Financial Expert

Membership of other
statutory supervisory
boards:

Verwaltungsgesellschaft Otto mbH,
Hamburg

Membership of com-

Peek & Cloppenburg KG,

parable supervisory Diisseldorf
bodies of business

enterprises in Germay

or other countries:

Profession: Head of Group External Reporting, Chairman of the Executive Board, CEO,

Deutsche Bank AG, Frankfurt

DOUGLAS HOLDING AG,
Hagen/Westphalia

Verwaltung ECE Projektmanagement
G.m.b.H., Hamburg

Key positions held:

1991-1997: Studied business and
economics in Miinster,

Zaragoza (Spain) and Berlin

2002: Steuerberaterexamen

(German tax advisor exam)

2005: Wirtschaftspriferexamen
(German auditor exam)

1997 -2010: Deloitte & Touche GmbH,
Berlin, London (UK), Paris (France)
2010-2011: Deloitte & Touche GmbH,
Berlin, Partner Financial Services
since 2011: Deutsche Bank AG, Frank-
furt, Head of Group External Reporting

Studied business (BBA and MBA)

at the University of Texas at Austin, USA
Doctorate (political science) from the
University of Kiel, Kiel

1993 until today: DOUGLAS HOLDING AG,
Hagen /Westphalia

of which 1993-1997:

Executive assistant

1997-2001:

Member of the Executive Board

since 2001: Chairman of the

Executive Board

Studied at Harvard University

and Harvard Business School,
Cambridge, USA

1994 until today: Verwaltung ECE
Projektmanagement G.m.b.H., Hamburg
since 2000: Chief Executive Officer

Relationship none none Major shareholder
to majority /

major shareholders:

Deutsche EuroShop 0 0 5,247,124

securities held as at
31 December 2013:



Reiner Strecker

Klaus Striebich

Dr. Bernd Thiemann

1961 1967 1943
Wuppertal Besigheim Miinster
German German German

2017 Annual General Meeting

2017 Annual General Meeting

2014 Annual General Meeting

Mitglied des Kapitalmarktausschusses

akf Bank GmbH & Co. KG, Wuppertal

MEC Metro-ECE Centermanagement
GmbH & Co. KG, Diisseldorf

(Chairman of the Advisory Board)
Unternehmensgruppe Dr. Eckert GmbH,
Berlin

Deutsche Pfandbriefbank AG,
UnterschleiBheim (Chairman)

Hypo Real Estate Holding AG,
UnterschleiBheim (Chairman)

M.M. Warburg & Co. KGaA, Hamburg
(Deputy Chairman)

Wave Management AG, Hamburg
(Deputy Chairman)

IVG Immobilien AG, Bonn

VHV Vereinigte Hannoversche
Versicherung a.G., Hanover

VHV Lebensversicherung AG, Hannover
Hannoversche Direktversicherung AG,
Hanover

Wiirth Gruppe, Kiinzelsau
(Deputy Chairman)

Wiirth Finance International B.V.,
Amsterdam (The Netherlands)

Managing Partner,
Vorwerk & Co. KG, Wuppertal

Managing Director Leasing,
Verwaltung ECE Projektmanagement
G.m.b.H., Hamburg

Management consultant

1981 -1985: Studied business

in Tibingen

1986-1990: Commerzbank AG, Frankfurt
1991-1997: STG-Coopers & Lybrand
Consulting AG, Zurich (Switzerland)
1998-2002: British-American Tobacco
Group, Hamburg, London (UK),
Auckland (New Zealand)

2002-2009: British-American Tobacco
(Industrie) GmbH, Hamburg, Member of
the Executive Board for Finance and IT
2009 until today: Vorwerk & Co. KG,
Wuppertal

since 2010: Personally liable /
managing partner

Studied business in Mosbach

1990: Kriegbaum Gruppe, Boblingen,
Assistant to the Management Board
1992 until today: Verwaltung ECE
Projektmanagement G.m.b.H., Hamburg
since 2003: Managing Director Leasing

1976-1991: NORD /LB Norddeutsche
Landesbank Girozentrale, Hanover

of which 1976 -1981: Member of the
Executive Board

1981-1991: Chairman of the
Executive Board

1991-2001: DG Bank Deutsche
Genossenschaftsbank AG, Frankfurt,
Chairman of the Executive Board

none

Member of the Management Board of
Verwaltung ECE Projektmanagement
G.m.b.H., Hamburg (Alexander Otto
(major shareholder) is the Chairman of
the Management Board)

none

3,975

20,500

6,597
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Dark side of the new
shopping paradises

Nat everything brought by the parcel
service elicits a scream of delight.
Downside of the online shopping boom.

Shopping from the comfort of your own sofa is like romping
around in a modern-day land of milk and honey: just a few
clicks, a short wait, and then whatever products might have
caught your fancy start arriving via parcel services and piling
up on your living room floor. While traditional merchants are
still pondering on whether it is even possible to make money
online, growth in revenues generated by digital sales channels
is picking up speed. Depending on statistics, in terms of their
share of Germany’s total retail sales these channels already
cleared the 10% hurdle in 2013. And with forecasts predicting
growth rates of up to 23%, the sense of excitement in

the world of digital retail is palpable. Yet, in the wake of the
deluge of online orders, there are some dark clouds moving in.

“Scream with delight or
send it back!”,

is what online shoppers think
with amazing frequency. Accord-
ing to calculations by the Returns Manage-
ment research group of the University of
Bamberg, while a billion packages containing
online purchases might roll through Germany
every year, retailers will see nearly a third of
those again. Bjorn Asdecker of the Chair of

Logistics in Bamberg helps visualise just how enormous
this amount is: “Assuming a parcel length of 40 cm, the
286 million returns could circle the Earth’s 40,000 km cir-
cumference 2.9 times.” Broken down by sector, one in two
fashion parcels, one in five electronics parcels and one in
ten book parcels finds its way back to the sender. What
these averages fail to reveal is that returns for gift items
are in the single-digit percentage range whereas return
rates for fashionable women's attire can be up to 80%.

The unrestrained frenzy of online orders is currently pro-
ducing some rather outlandish consumer behaviours: In
the new sharing economy, a smart consumer is a user, not
an owner, and online merchants are not immune to this
trend. The perfect dirndl for Oktoberfest or the little black
dress for a reception is ordered just in time for an event
and sent back the very next day. Groups of teenagers place
veritable tidal waves of orders to transform their home
living rooms into catwalks for just a few hours. Another
similar nuisance are frivolous buyers who might order
five handsets when a new mobile phone is launched, then
only keep the one that arrives first. According to the Bam-
berg study, nearly one in five (18.6%) of the 538 people
surveyed under the age of 30 admits to having exploited
cancellation rights. And merchants are left to foot the bill,
namely between €5 and €17 for processing a return, post-
age and handling. Plus, generally speaking, the smaller
the online shop and parcel volume, the more expensive
this becomes. If you add to that the fact that one in every
ten returns can no longer be offered as new merchandise
or might even be unsellable, doubts arise as to the poten-
tial of this kind of business model to turn a profit.

Hassle-free online consumption is causing retailers a lot
of hassle. Whether this business model even pays off in
segments with high return rates remains to be seen.
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Returns for gift items are

in the single-digit percentage
range whereas return rates
for fashionable wamen’s attire
can be up to 30%.

“Distance selling without returns
doesn't work”,

returns Martin Barde, who has been advising distance
selling retailers of all sizes for 15 years, calms anxieties
surrounding. He makes a clear distinction, however,
between returns of merchandise ordered for the purpose
of trying something on and those prompted by disappoint-
ment in the product. The first is a customer service and
unavoidable outside of bricks and mortar stores. The sec-
ond is negligence on the part of the merchant - either the
quality is lacking, images of the product are not clear
enough or the goods are faulty. In other words, causes that
can and should be fixed. Yet this still does not happen of-
ten enough. “Quite a few merchants would rather under-
calculate their return costs, only a few work on system-
atically reducing them and even fewer try to prevent
returns prompted by dissatisfaction,” is Barde's sobering
conclusion.

The easiest way to reduce this unnecessary carting
around of merchandise would be to demand payment in
advance and charge return postage. That would put a
damper on the enthusiasm of anybody with the “trying it
is free” mentality. Yet, for 38% of Germans, purchase on
account is their preferred payment method (BVH - Ger-
man E-Commerce and Distance Selling Trade Association).
And even once merchants have been legally freed from
the obligation to cover the cost of returns for merchandise
valued at under €40, from summer 2014, Dr Georg Witt-
mann, a logistics professor in Regensburg, is sceptical
that this will have any impact on standard practices: “Ac-
cording to our research, large merchants want to continue

allowing free returns. If that is the case, small merchants

will have to play along to avoid losing customers.” In other words:
Eliminating privileges would mean losing sales and customers to com-
petitors with more attractive terms and conditions. Environmentally-
minded players like Trigema are willing to take that chance, but they
are fairly alone on this. Barde sees yet another reason to hold on to
the standards: “Full shopping baskets are the goal. As orders grow in
size, experience shows that the total value will also increase. The more
each individual customer purchases, the less impact returns will have,”
is the logical conclusion drawn by this consultant.

Prospective buyers need to touch. Sensory experiences are a given
at local retailers, returns are inevitable at virtual ones.

Environmentally-friendly shopping looks different!

If the calculations of DHL, the market leader, are correct, the delivery
of each of its packages causes the emission of nearly 500 grams of
environmentally hazardous greenhouse gases. While that might sound
manageable at first, extrapolating this figure to reflect the total num-
ber of orders reveals that the 800,000 returns alone release a whop-
ping 400 tonnes of CO, into the air every day. The business magazine
Plusminus calculated that these emissions are equivalent to 255 car
trips from Frankfurt to Beijing.

If sofa shopping replaced a trip to a bricks and mortar store, however,
online purchases could actually be more environmentally friendly. A
privately owned medium-sized car would travel about 3.5 km to pro-
duce 500 grams of CO, emissions. Yet, according to the Institute for
Applied Ecology in Darmstadt, consumers travel an average of 6 km
to go shopping. That would mean that an online order would be 2.5 km
more environmentally friendly — assuming no return is made and only
one delivery attempt is needed. Otherwise the balance shifts in favour
of local retailers. Another point in their favour: Shopping trips usu-
ally satisfy multiple requirements, while one of the charms of online
shopping lies in the ability to place ad hoc orders. And since more and
more online shoppers want to have everything delivered immediately,
clicking the “Order” button causes even more trees to suffer. Express
shopping reduces full vehicle utilisation, generates additional traffic
and causes single orders to be shipped out in multiple parcels if indi-
vidual products are not in stock.

If you add to that the boxes and crates, packaging materials and plastic
wrapping, without which no merchandise can be delivered, a merchant
around the corner is clearly the greener alternative. Not only that, but
if several providers’ current plans to enter the grocery business on a
large scale this year prove successful, other environmental sins are
inevitable. Fresh produce and refrigerated items cannot be transported
safely without Styrofoam sleeves and bubble wrap.

Click-to-buy is simple, finding a solution to our environmental prob-
lems is not. And sometimes online merchants add to the garbage and
pollution problem.
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Time saved or lost?

Efficiency and convenience are the main promises made by
e-commerce. After all, 57% of respondents in DHL's e-Com-
merce 4.0 study considered it to be a real time-saver. That
concurs with the famous “scream with delight” ad featuring
an unfailingly smiling package delivery person bringing par-
cels to euphoric online shoppers who always happen to be
home when the doorbell rings. But aren’t digital buyers de-
ceiving themselves? In real life the buying process is often
quite different. High return rates and home delivery mistakes
surely put a damper on any feelings of joy. More and more
neighbours and managers have begun refusing to accept
parcels for frequent orderers and spending Saturdays stand-
ing in endless queues at the post office has become a na-
tional sport. How convenient really is a weekend shopping
trip with a bulky package under your arm? Not only that, but
if the merchandise fails to live up to what its photo promised,
the size is wrong or the item has a flaw, all the effort was in
vain. Then you have to put everything back in the box, print
out the return ticket and head to the parcel shop.

Make no mistake - online shopping is extremely efficient in
ideal circumstances. How likely these are to arise depends
on the product. For mailbox-sized books the chances are
good, but the same cannot be said about frequently ex-
changed fashions arriving in large boxes. Since it would be
better from an economic, environmental and service per-
spective if the postman only had to ring once, delivery ser-
vices are working hard to come up with solutions. Pack and
pick-up station networks are becoming denser, parcel box-
es are being installed in front gardens and delivery appoint-
ments are arranged in advance. Yet, depending on the ser-
vice used, this increases the cost of delivery for customers.

Check before placing an order. Only people who know ex-
actly what they are getting and have made arrangements
to receive their parcels save time by buying online.

Job motor or parcel slaves?

Logistics centres are popping up all over Germany, and par-
cel services are expanding. While the country’s largest on-
line retailer refuses to specify how many people it employs,
around 14,000 seasonal workers were helping the compa-
ny cope with order peaks at the end of the year. On the bus-
iest days, up to 450,000 items are packed at fulfilment cen-
tres that can be as large as eleven football pitches. That
clearly positions e-commerce closer to industry than to tra-
ditional retailing. The price for this amazing logistical
achievement is paid not least by its employees. The market
leaders repeatedly come under fire for putting enormous
pressure on workers to perform and paying meagre wages.

For anybody who considers the ARD report en-
titled “Ausgeliefert!” (a German word that can
mean both “delivered” and “at somebody’s
mercy”) too sensationalistic might find that the
documentary by BBC reporter Adam Littler
paints a more realistic picture. Littler is a jour-
nalist who had a temp job working

at the British branch of a large U.S. un the h“siest

mail order company during the

Christmas season. There he daus. “p tn

rushed around spacious halls,
sometimes covering distances of
up to 17 km every night. He
climbed steep metal ladders in oc-
casionally dark hallways to scan
ordered merchandise and load it
into his cart. And because workers

450,000 items are
packed at fulfil-

ment centres that
can be as large as

are tasked with packaging up to EIE“E“ funtha"

110 products every hour, it all has

to happen in seconds. If they miss p I t E h E 5 ]

their target, a report is filed. Inter-

connected scanners display real-time perfor-
mance curves to the line manager. If perfor-
mance drops, the manager recommends an
energy drink. Calling in sick will earn an em-
ployee one penalty point, coming in two min-
utes late is worth half a point. At two points, the




I line manager will issue a “final
7 warning”. Littler's summary: He

ﬂ FACTS & FIGURES

feels like a robot, not a person. Mi-
chael Marmot, an expert on stress
at work consulted by the BBC, stat-

Greenhouse gas emissions caused
by the delivery of one package

400t

Total CO, emissions released by
800,000 returns every day

255

Number of car trips from
Frankfurtto Beijing which would
generate an equivalent amount

of CO, emissions

ed that this way of working in-
creases the risk of mental and
physical illness.

The U.S. group issued an official
statement in which it vehemently
denied allegations of exploitation
and labour law violations. Yet,
even if the documentary was exag-
gerated and circumstances were
exceptional due to the Christmas
season, one thing is clear: the
many thousands of online orders
are creating packing machines
working against the clock. Grant-
ed, €400 jobs at a bakery or as a
discount store cashier before the
holidays are neither stress-free nor well-paid.
But the pressure they experience is still far re-
moved from that of a packer.

The more quickly and cheaply consumers
want their merchandise, the more stressful
and time-oriented the working conditions be-
come for people working in logistics.

Growth or downward spiral?

E-commerce is growing, that much is certain.
Yet, the extent of this growth is unknown. The
German Retail Federation (HDE), for instance,
puts sales at €33.1 billion and expects a 17%
increase in the year ahead to €38.7 billion. Ac-
cording to a representative of the German E-
Commerce and Distance Selling Trade Asso-
ciation (BVH), e-commerce already hit this
mark last year when it generated €39.1 billion
in sales. Anticipating a whopping 25% growth
in 2014, to €48.8 billion, he looks ahead to the
current year with confidence. “Official statis-
tics don’t capture the phenomenon correctly,
the studies are rather vague in places,” admits
Dr Kai Hudetz, Managing Director of the E-
Commerce Center (ECC) at the Center for Re-
search in Retailing (IFH) in Cologne. His cent-
er has been studying the rise of e-commerce
for 15 years. Deviations could stem from dif-
ferences between gross and net amounts, ad-

justments for returns, different definitions of distance selling and even
the quality of the data provided: “A lot of market data is based on sta-
tistical projections because only very few online merchants are re-
quired to disclose their figures. The majority of this information is
provided on a voluntary basis and only a few multi-channel retailers
break their earnings down by sales channel,” he explains. Certainly,
online sales account for over 8% of total retail sales, over 15% not in-
cluding groceries, and this share is growing steadily across all seg-
ments.

Market figures indicate trends, yet are no substitute for a differenti-
ated focus on products, segments and business models.

The uptrade that is a downtrade in actuality

But who is winning the market share game? “The clear winners in terms
of sales are the market-leading pure players, clever niche concepts and
manufacturers’ brands. E-commerce works extremely well for vertical
retailers like H&M or Zara, but sellers of third-party brands with inter-
changeable products are struggling against price-sensitive online com-
petitors,” says Hamburg-based e-commerce consultant Alexander Graf as
he explores the reasons behind the success of various business models.

According to the ECC in Cologne, pure players have the biggest slice of
the online pie with 35.4% of the market — followed closely by the online
sales channels of bricks and mortar retailers (29.3%). Cause for concern,
however, is the growing concentration of power with three major pure
players. The six-letter market leader alone generated sales of €7.8 bil-
lion last year, which represents nearly a quarter of all e-commerce rev-
enue in Germany. Business might be booming, yet profits are a rarity.
The race for power and market share takes its toll. So far, no market
analyst has disproved the notion that the price and service strategies of
the megaplayers are not subsi-
dised business models. Not to
mention the tax loopholes, paltry
wages, unfair working conditions
and unfair terms and conditions
for merchants that cause an up-
roar time and time again.

In order to persuade more and
more buyers to get on board, the
online giants invest enormous
amounts of money in perfecting
their customer journey, delivery
services and returns manage-
ment. eBay and Amazon alone
spent a total of $4.75 billion on
R&D in 2012. Being first movers,
they might bear high development
risks, however they also push the
rest of the industry to adopt a never-

ending stream of new standards.
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Following “big data” and “same day/hour delivery”,
“dynamic pricing” is the latest battle cry. Future prices
will be adjusted to reflect the competitive situation in an
effort to topple old pricing schemes and maximise profit
margins. If traffic is high but sales are low, prices will
drop. If money is rolling in, products will become more
expensive.

With the business climate becoming harsher, whether
or not these giants will continue their triumphal march
is uncertain: A harmonisation of e-commerce laws is
pending in the USA, which will close lucrative tax loop-
holes; in Great Britain, citizens’ initiatives are demand-
ing the same be done in Europe. In mid-2013, the giant
retailer yielded to the German competition authority.
Marketplace merchants no longer have to offer their
wares at the lowest price. And the competition authority
is also looking into whether DHL delivers under cost for
certain key account customers.

Large pure players have proven that huge budgets can buy market
share. What they have yet to prove is whether this makes sense from
an economic, environmental or social perspective.

Bustling cities doomed to obsolescence?

Michael Groschek, the Transport Minister for North Rhine-Westphalia,
recently declared “sofa shopping” to be the new greenfield destroying
city centres. Communities were complaining more and more about
declining numbers of pedestrians walking through city centres and
increased congestion due to delivery traffic. “Shoes ordered online
aren’t sent through the Internet, they travel our real-world streets to
get to peoples’ homes,” explains this politician from Germany’s Social
Democratic Party (SPD). While Amazon and DHL are already contem-
plating out loud the use of delivery drones, politicians are busy finding
ways of easing the urban traffic situation, whether this solution in-
volves presorting in city logistics centres, a parcel toll or even local
access restrictions. But what about pedestrian traffic? Footfall, a com-
pany that performs ongoing measurements of the number of people
entering its customers’ shops, recorded a total decline of 2.6% in 2013.

“Prime locations remain prime. Pres-
sure on mid-range locations is increas-
ing. Action needs to be taken in rural
areas,” is how the German Retail Fed-
eration (HDE) sums up the different sit-
uations faced in city centres. Yet, even
in locations with consistently high lev-
els of pedestrian traffic, this transfor-
mation is leaving its marks: “Tenants
in prime locations are changing, and
retail spaces are becoming more like
showrooms. Particularly retailers with

According to a representative of
the German E-Cammerce and
Distance Selling Trade Assaciation
(RUH), e-cammerce already hit this
mark last year when it generated

€39.1 billion in sales.

weak concepts are unable to withstand the massive pressure
on margins. Instead, the future will bring even more vertical
concepts, manufacturers’ stores offering their own brand or
even retailers with strong private labels,” summarises Elab-
oratum’s retail and multi-channel expert, Stefan Mues.

What remains unsaid is that the competitive situation is un-
dergoing a shift. In the past, cities once fought against
greenfield projects and traditional retailers against shop-
ping malls. While it might hold true that communities still
protect their city centres against overly ambitious special-
ist store projects, they let logistics centres sprout up almost
unchecked. And that despite the fact that a delivery person
is indifferent to whether his or her deliveries might include
products that could negatively impact local sales or goods
ordered after closing time. In Retail Real Estate Report
No. 166, Prof. Wolfgang Christ of the Urban Index Institute
sums up the competitive situation as follows: Today, it is
high street vs. high tech or, in other words, the locations in
a city where customers can walk or drive to vs. the omni-
present online locations of the pure players. With an eye to
successful efforts to prevent urban decay in Bath, Bristol
and Liverpool, he pleads the case for urban transformation
as a way of dealing with the retail transformation. Locations
that have proven attractive are those that blend the




traditional features of a shopping mall, such as brand-name
labels, store diversity, convenience, atmosphere and pro-
fessional management, with small-scale urbanity and local
flair. Loosely interpreted, this means that the highest-
paying tenants alone will not be enough to lure online shop-
pers away from their screens. The only way to ensure that
shopping venues attract customers in future is by offering
not only a lively blend of catering, leisure activities and
fun but also health and wellbeing providers and public
services. Anybody following the evolution of modern shop-
ping centers in Germany can see precisely these trends
reflected.

Online retailing is autistic, yet cities and retailing are mu-
tually dependent. If we want to avoid being wholly de-
pendent on the Internet someday, investing in cities and
retail is more worthwhile than ever.

Don’t ignore, integrate!

Amazon has been active in
the book market since 1998,
and in 2014 the company
plans to enter the food retail
segment. With revenue in
this area only accounting
for less than 0.3% of total
online sales, it is considered
the last bastion of bricks

and mortar retail — unlike
media and fashion which,
according to Statista, have already lost 29% and 18%, re-
spectively, to the Internet. But shopkeepers are capable of
learning! Ten years ago, the bookstore Thalia countered
the cyber attack by offering larger stores and a bigger se-
lection. In doing so, it not only underestimated the seem-
ingly infinite range of products available online but also
customers’ need to order whenever they want and their
demand for convenience. Whether Edeka, Rewe or Tengel-
mann - these food retailers have long since begun testing
their own delivery and click-and-col-

lect services (online orders with in-

store pick-ups) and are ready to meet

where one in every ten online orders is placed from a physical store
because customers see an item and then order it via a mobile device,”
explains Marcel Beelen, Vice President Business Development at DHL.
Not only that, but investments in the shopping environment are at re-
cord highs as bricks and mortar stores’ key competitive advantage over
the world of virtual shopping. The EHI Retail Institute reported that €4.8
billion have been spent on store expansions and renovations. Also pos-
itive is the fact that local retailers are developing a strong sense of what
they have to offer customers: Merchants in Hamburg protested against
the practice of showrooming - looking offline and buying online — and
its detrimental impact on business by covering up their windows and
refusing to accept parcels. The owner of one photo shop in Munich
charges up to €25 for a consultation which can then be credited towards
the customer’s purchase. Retailers in Augsburg, with the support of a
local TV and radio station, promoted shopping locally with a campaign
entitled “Leave the click in your city”, which aroused quite a bit of sym-
pathy for many longstanding traditional retailers! After all, 38% of those
surveyed after the campaign had decided to change their shopping hab-
its. Since then, the station has been inundated with enquiries from oth-
er communities and additional campaigns will be launched soon in cities
from Aschaffenburg to Wiirzburg.

Every day, bricks and mortar retailers are getting a little better at
bringing together the best of both worlds of shopping.

It is a well-known fact that, while progress cannot be stopped, it can
be steered. Convenient clicks of the mouse have long since become
an established part of modern shopping experiences. Luckily, physi-
cal retail has realised that it has a pole position when it comes to link-
ing customers’ shopping enjoyment with their love of ordering online.
This puts retailers in a position not only to defend their own market
share but also to solve problems like parcel pick-up, exchanges and
try-ons in a way that is more time-efficient and environmentally
friendly than pure-play online merchants. When all is said and done,
whether they are destined to win the race against the pure players’
ample war chests will also depend on whether they make far-sighted
investments in software, real estate and communications.

customers’ changing needs.
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These are referred to as multi-chan-
nel and omni-channel concepts, and
they mesh e-commerce with bricks
and mortar shops. And they are
booming among chain stores, not
least because click-and-collect pick-
up stations prompt customers to visit
the store. “We've now reached a point

Rahel Willhardt has been working as a freelance journalist for
national newspapers, professional journals and magazines for
twelve years. She has become a well-established profession-
al writer who specialises in the areas of retail, architecture,
the real estate industry and marketing. Ms Willhardt follows
two principles in her work: articles should be informative and
entertaining (professional feature articles), and the stories they
present should risk a glimpse at the bigger picture.
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The digital
shopping
center

Is the end nigh for bricks and mortar retail-
ers? Won’t we soon all be shopping online
rather than on foot? The market research
company GfK expects to see intelligent
coexistence of physical and online retail-

ing. It would be fruitless and blinkered to
try to hold back the march of internet shop-
ping. Rather, the smart linking of physical
and virtual contact interfaces, particularly
in managed retail properties, is opening

up new opportunities to support consum-
ers any time, any place, and to offer them a
seamless, attractive and innovative shop-

ping experience across all channels.

One thing is clear: people will con-
tinue to enjoy visiting shops, but at
the same time will also appreciate
the benefits of making web purchases. Online shopping is
especially practical for goods that are similar and inter-
changeable. The way in which well-designed shop con-
cepts have always led us to spend more money that we
originally planned is staggering. The online channel is
simply making the market narrower, like every structural
change before. However, different sectors and retailers
are not equally affected by the shift in business to the net.
What is happening is that the gulf between strong and

weak concepts is widening:
.
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There are both very successful online-only stores such as Amazon
and very successful offline-only stores such as Primark, and the fu-
ture of getgoods.de is no more questionable than that of ProMarkt.

Smart linking of the respective benefits of the online and offline
spheres holds vast promise. It is clear that multi-channel concepts
are growing in significance, and where they make sense — which is
not the case for all products and all brands - online spending can boost
sales in stores, and vice versa. You then get something greater than
the sum of the parts.

GfK surveys show that customers regard the freedom to decide when,
where and how to make purchases as the greatest benefit of multi-
channelling. Retailers that offer customers the option of the most con-
venient or advantageous way to shop can more than make up for de-
clining sales at bricks and mortar stores through online orders. The
future sales structure of a traditional retailer following the successful
rollout of a multi-channel model might look as follows:

in just a few years, making up for possible decreases in
pure in-store sales. Gravis puts the pick-up rate of its click
and collect concept at just under 30%, while the equiva-
lent programmes at MediaMarkt and Saturn represent as
much as 40-45% of all online sales.

© IMPACT: Retailers will increasingly need more small
stores, in order to have a dense network of collection lo-
cations; additional branches or collection-only points
could be set up at high-footfall locations and transport
hubs. Some stores will, however, need greater storage
space to hold goods ordered online.

2. DIGITAL SHOPPING CENTERS

Center managers operate an online store for the tenants
of their shopping centers or for a portfolio of shopping
centers. This online shop can be used to prepare for a
physical visit to one of the centers, to check products and

60

50

20

ﬂ Pure online purchases

ﬂ Ordered in store,
dispatched by post

Ordered online,
collected in store

Online research,
purchased in store

E Pure in-store

2008 2010 2012

purchases

2017 2022

There are already a whole host of different multi-channel concepts in
operation. Here are just a few examples of the forms they take, bear-
ing in mind that this is a very fast-evolving area.

1. CLICK & COLLECT

Goods are ordered online and collected from or returned to a store.
The benefit is that unlike when orders are delivered to the doorstep,
customers retain the autonomy to accept the goods, obtain additional
support and if necessary return the item immediately. UK figures sug-

gest that this business could grow to around 20% of total store sales

prices or to make a direct purchase. It enables the shop-
ping center to expand its breadth of services and products.
The boundaries between offline and online are disappear-
ing, and both channels benefit from this process. Altarea
Cogedim was a trail-blazer in this regard, with its “Rue du
Commerce”, established in 2011. ECE and Unibail are con-
templating similar models.




® IMPACT: Depending on the terms of the contracts un-
derlying the online shops, shopping centers may also be
able to share in their tenants’ online revenues. Tenants in
turn can attract less web-savvy customers to their online
shops and offer products that are not physically available
at the center.

3. AUGMENTED REALITY

This heading encompasses virtual displays and trying-on/
testing functionalities, be that of clothes, shoes, toys or
furniture. While out shopping, consumers can access the
online offering via QR codes and then use video kinetic
scans in the form of moving images adapted to their own
bodies or a chosen environment, test the goods out and

then, of course, order and pay for them. Although virtual
applications have to date been regarded as high-tech toys, technical
innovation is now delivering tangible benefits. In Germany, for exam-
ple, Gortz, Adidas and Lego are testing virtual shoe fitting, a virtual
shopping wall and a digital box respectively.

© IMPACT: The area required for selected locations will go up where
virtual applications taking up large amounts of space are implemented.

4. ONLINE GOES OFFLINE

In an ideal scenario, a multi-channel strategy brings together the
strengths of offline retailing with its online counterpart. A network of
shops enables online retailers to reach digital refuseniks, gives them
an edge in terms of service by offering a collection option and makes
it easier for customers to exchange goods. This offline

presence also strengthens trust in the brand, which is

additionally reinforced in shoppers’ mindsets through

increased awareness. Examples include the concepts

from Cyberport, Globetrotter, MyMiisli, Planet Sports

and SuitSupply.

© IMPACT: Online retailers will look for shop sites at selected loca-
tions and will increase the diversity of and innovation in store struc-
tures in cities and shopping centers. The number of flagship stores
will go up, and rents on these need not be covered by in-store pur-
chases alone.

5. MOBILE APPLICATIONS - COUPONING

Discounts on store entry: Even online bargain hunters shop in bricks
and mortar stores from time to time. Smartphone apps enable users
to participate in reward programmes when shopping in stores. Loy-
alty points are earned through certain behaviours, such as entering a
store, walking toward a shelf, checking a product or ultimately mak-
ing a purchase. The app also sends the customer customised offers.
These applications require transmitter devices in the cooperating

stores.

® IMPACT: Sophisticated bonus programmes attract on-
line fans back into physical stores. Caution is advisable,
however, as smartphone customers are some of the best-

informed and therefore most challenging out there.

What does that mean for retail property
of the future?

We have developed three hypotheses on the
implications of multi-channel concepts for physical
retail locations.

Physical stores will evolve from points of pur-
chase into touch points. Branches will remain
a key element in the multi-channel strategy,
as they are the only place where the physical
brand experience can be felt.

When customer types are broken down, by
far the greatest share of spending is by “dual
customers”, who make both online and offline
purchases. Managed retail locations offer the
best conditions for implementing and linking
up their tenants’ multi-channel concepts.

Multi-channel will intensify the requirements
in terms of professionalism on both the prop-
erty and the tenant sides. The customer
journey — that is to say, customers’ decision-
making and purchasing processes — must be
understood if their needs are to be seamlessly
latched on to.

ABOUT THE AUTHOR

Manuel Jahn is Head of
Consulting in the geo-
marketing solution area
of GfK. He has worked
for GfK since 2004 and
gathered extensive ex-
pertise in the retail and real estate industries through consulting
on locations and properties across the whole of Europe. He was
previously involved in project development for shopping centers
in association with Westdeutsche ImmobilienBank. Mr Jahn is re-
sponsible for retail property within the “Rat der Immobilienweis-
en” (Council of Real Estate Experts) of Germany’s Central Real
Estate Association (ZIA) and advises HypZert on retail matters.

This is an extract from the more extensive GfK German-language
white paper “Online versus Stationar? Lieber Komplementar!” (On-
line versus offline retailing - together is better!). You can down-
load this at http://bit.ly/GfKJahnWP2013
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What I bought
in 2012

CLAUS-MATTHIAS BOGE,
Executive Board Spokesman,
Deutsche EuroShop

“We found a nice picture for our
entranceway und indulged ourselves.
It's called “On the Beach” and it just

radiates good energy. | look forward to

seeing it every single day!”

PATRICK KISS,
Head of Investor &
Public Relations,
Deutsche EuroShop

“In 2013, | wanted to change some-
thing about my “look” - literally:
with two new pairs of glasses (read-
ing glasses and sunglasses). The
optician’s in the shopping center
offered advice, measurement and
adjustment. The glasses were com-

parable with online offers in terms
of price but you only get that extra
bit of service offline.”

OLAF BORKERS,
Member of the Executive
Board, Deutsche EuroShop

“An awning for the terrace. Our old one
was already 30 years old and its age
showed even though it was still in great
technical shape! The new awn-
ing has a lot more to offer — spot
lights, side section, completely
electrically operated - hopefully
it will last the next 30 years.”




KIRSTEN KAISER,
Head of Accounting,
Deutsche EuroShop

“I bought a new rug for my

bathroom: it looks great and
is also made of an extremely
unusual material: paper.”

BIRGIT SCHAFER,
Secretary to the
Executive Board,
Deutsche EuroShop

“l added to my crockery collection and
bought a six-piece dinner service.
Simple, elegant and white. A purchase

NICOLAS LISSNER,
Manager Investor & Public
Relations, Deutsche EuroShop

“Buy me a Pie! With this app, | always have
my grocery list on my iPhone. And the app
syncs with my girlfriend’s phone which is
really practical. | can update the list or check
items off at any time.”
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MANUEL JAHN,
Head of Consulting,
GfK GeoMarketing

“A fixie single-speed from a Dusseldorf-based bike manufacturer.

For weeks, | scoured bike shops in Hamburg looking for a bike F

shop that could create a bike based on my specs. The only re-

sponse | heard was no. | had always been a committed offline

customer but now | was thrust into the maelstrom of the World

Wide Web against my will. A well-designed website and a clever

bike configurator quickly made my wish come true. A brief dis-

cussion among my network of friends — and the click to place to

order was just a minor detail. Am | just another grave-digger

contributing to the death of the retail store? No way. But | am con-
vinced that competition stimulates business! Instead of DHL,

I set off from Hamburg to Dusseldorf to take my pride and joy

into possession in person in the workshop. Incidentally, the visit = -
to the manufacturer was a true shopping experience: all-in-one ROLF BURKL,

workroom, shop and gallery. | took the opportunity to buy handle-
bars for my second bike on the spot.”

Senior Research Consultant
Business & Technology, GfK

“At the end of last year, | bought trainers
rumoured to work miracles from a sport-
ing goods manufacturer in Herzogen-
aurach. Apparently they make you faster
and you don't tire out as quickly. These
shoes should help me come in under the

s ] four-hour limit at my marathon in Vienna
ol I -

= in April.
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RAIMUND ELLROTT,
Member of the Management Board,
GMA Gesellschaft fiir Markt- und Absatzforschung

“One of the best experiences of 2013 was the Bruce Springsteen
concert in the AWD Arena in Hannover at the end of May 2013
which I had bought tickets for together with friends. A 3%z hour
concert, great songs and a lead singer who shows impressive
stamina at the age of 64.”

FEUTLEOHE BEURBOGRHGP
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DIRK RIEDEL, =
Project Manager, ]
GMA Gesellschaft fiir Markt- o
und Absatzforschung %
L%
“I bought myself new hiking shoes. :E
Shortly before my holidays, | was able .,,5
to choose the right shoes with the help
of an intensive stress test on imitation =
terrain in the flagship store of a leading e
outdoor retailer. Try that on the Internet! ::w
Since then, they have carried me com- :ﬁ'
fortably and reliably through Cinque o
Terre and to the top of Etna in Italy, o
from hut to hut in Austria and through ﬁ
the jungle in Costa Rica.” : 5
s
RAHEL WILLHARDT, N K
Freelance Journalist “‘:
“My purchase of the year was in the or- ;_5
ganic supermarket Temma. Instead of E
just scanning my groceries, the cashier o
commented on every item that he put :§
through the till with a cheery sing-song ”
voice. | headed home not only with
healthy food but also a big smile.”

DR. STEPHANIE RUMPFF,
Senior Manager Retail & Consumer,
PwC

My purchase of the year was an iPad which has since
become one of my most important everyday compan-
ions. This companion gives me flexibility: | can read the
newspaper “hot off the press” in the evening, write e-mails
on the train and watch my crime series on Wednesday.
And it gives me moments of true happiness: Berlin jazz
radio in the Rhineland and close contact with my chil-
dren on every trip thanks to FaceTime.”
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otores
are suruiving

customers value bricks and martar
businesses euven in the digital shopping age

Online sales are the driving force

behind Germany'’s retail sector. E-
commerce revenues posted double-

digit growth for the third year in a row, at 12%,
in 2013, while the Handelsverband
Deutschland (HDE — German Retail Associa-
tion) is forecasting an even higher 17% for
2014. One key influencer of and a clear win-
ner from this trend is Amazon. This pure play-
er from the US, which commands nearly 24%
of Germany's e-commerce market, generated
more than 20% revenue growth in 2013, con-
siderably outstripping market growth as a
whole. Amazon has mastered the ins and
outs of digitalisation like no other retailer:
customer analytics, agile technology and ef-
ficient processes offer customers an easy,
convenient and personalised shopping expe-
rience — from a home PC today or a smart-
phone tomorrow, wherever and whenever
they choose.

Our latest survey of German online

shoppers has revealed that con-

sumers already shop online more
frequently than they go to bricks and mortar
stores: 73% purchase products online via
their home computer at least once a month,
compared with 69% in a store. Across all sec-
tors, 41% of online shoppers prefer to make
their purchases only via web shops whereas
39% prefer to shop in physical stores. While
nearly a quarter of the world’s consumers are
already utilising multiple channels when
shopping, the percentage of multi-channel
shoppers in Germany is still much lower: 15%
(+2 percentage points versus 2012) prepare
their purchases online and then go to a store
to buy or collect their selected products. Just
2% go to a store first and then buy a product
online. A clear majority of consumers prefer
the internet for purchases of books, music,
films and video games (78%), consumer elec-

tronics (61%) and toys (53%).

www.einzelhandel.de/index.php/presse/zahlenfaktengrafiken/internetunde-commerce/item/110185-e-commerce-umsaetze.html
www.sec.gov/Archives/edgar/data/1018724/000101872414000006/amzn-20131231x10k.htm
For PwC's survey “Total Retail - How multi-channel consumption is changing the retail business model of tomorrow”,

a representative sample of 1,005 German online shoppers were questioned in July and August 2013 in online interviews.




Multi-channel shopping behaviour -
fram research to purchases (in %)
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27 73

Other

In-store research/
online purchase

27 Online research/
in-store purchase

Online only

In-store only

. Healthcare
E
lectronics Jewellery Food and and beauty
Clothing and ) and watches drink (cosmetics)
footwear Furniture and
household goods
) Sports equipment/ Toys
Elec.tru:al outdoor
appliances
Books, music, films
and video games DIY/home Average
improvement
The considerable online penetration in indi- neous purchases. Aspects such as these mean that the attraction of

vidual sectors is not necessarily a death sen-  the experience of shopping in city centers and flourishing centrally
tence for bricks and mortar stores, however. located shopping centers will not diminish. Stores of the future will
Physical stores have their place even in the look different, however, and will serve a new function: they will have
digital world — or maybe even especiallyinthe  smaller sales floors and product ranges and become one of many
digital world. The majority of consumers vis-  points of customer contact in an integrated multi-channel business
it shops mainly to buy everyday products, model. Physical stores can act as interactive experiences and show-
such as food, toiletries and cosmetics, DIY rooms or as pick-up points for products ordered online — or indeed
supplies and household goods. However, both at once. What is important is that they meet the expectations of
physical shopping also chimes into the emo-  digital consumers, who have almost unlimited information and shop-
tive side of shopping: the opportunity to see,  ping opportunities at their fingertips via their smartphones.

touch and try on products or to make sponta-




Amazingly enough, digital consumers only
use a fraction of the wide range of possibili-
ties at their disposal. Our survey reveals that
German online shoppers tend to spend their
money at an extremely small group of multi-
channel providers: over half of those sur-
veyed (53%) had shopped with no more than

Number of retailers
used in the
last 12 months

NB: These figures relate exclusively to a defined list of
German retailers (not including online-only retailers).
n=1.005(2013)/1.003 (2012)

Physical stores can act as interactive experiences
and showrooms or as pick-up points for products
ordered online - or indeed both at once.

five online retailers in the past 12 months. This represents a consid-
erable year-on-year increase of 10 percentage points. If we narrow
our focus to true multi-channel shoppers, defined as those consum-
ers who use at least two shopping channels* when making purchases,
this selectiveness becomes even more pronounced: 53% only make
purchases with one single retailer (+9 percentage points versus 2012),
another 45% with two to five providers (+4 percentage points).

45
40
40 37
35
B 2013
35 33
2012
30
25
15 13 13
10 8
5
0 0
0 y __ave
Only one retailer 2to 15 6to 10 11to 20 21 or more

“ Shopping channels are store, online with PC or tablet computer, online with mobile phone / smartphone.
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What would you do if your favaurite retailer closed

its nearest physical stare? (in %)

| would find my favourite retailer’'s next-nearest
physical store and go there

I would find an alternative retailer’s local store
selling similar products

| would order (more) from my favourite retailer’s website

I would find an alternative online retailer’s website
selling similar products

I would generally spend less on this type of product

I would go onto social media and join the discussion
about the store closure

n=977

Price was by no means the sole determining factor in consumers’
selection of online retailers. Rather, retailers can escape price com-
petition and set themselves apart from their competitors by offering
a broader, more diverse range of products than consumers can find
elsewhere. One aspect that is nearly as important to them is that the
products can be delivered at any time or are in stock at the physical
stores. In addition, since confidence in retailers also plays a key role
in customer loyalty, investments made by those retailers in brand
strengthening and differentiation pay off every bit as much as they do
for brand manufacturers.

Bricks and mortar stores remain a key factor in customer retention.
If a favourite retailer were to close its nearest store, around half of
German consumers would decide to shop in another of the retailer’s
stores: 58% would shop at their favourite retailer’'s next-nearest phys-
ical store and 46% would find an alternative retailer selling similar
products. Only just over a third of consumers (37%) would shift their
shopping activity to their favourite retailer’s online store.

An international comparison reveals that German online shoppers are
less loyal to their favourite retailers across different shopping chan-
nels. Average global consumers are more likely to switch to their fa-
vourite retailer’s online store (44%) than to another retailer’s physical
store (42%). While shopping with their favourite retailer is a key factor
for international consumers, German consumers place greater value
on shopping in a physical store. This can certainly be attributed in part
to the dense store network in Germany, which generally makes it easy
to find another location, but the finding also reveals that the online
stores of German consumers’ favourite retailers are currently less
attractive than their physical counterparts.

This means that German retailers need to keep working on develop-
ing both their brands and their products and services across all sales
channels and to make these attractive to customers. The future
belongs to multi-channel retailing, and almost all retailers need to
operate both offline and online, and to do so actively. An individual on-
line shop is not necessarily a must for smaller retailers if marketing
and distribution can take place just as successfully through a coop-
eration partner or marketplaces like Amazon or eBay. If retailers close
a bricks and mortar store and can succeed in motivating fickle cus-
tomers to shop at their online shop, they need not fear customers
shifting to their rivals.

An integrated, customer-centric business model (“total retail”) is es-
sential for successfully generating customer loyalty in the retail busi-
ness. This calls not only for an integrated sales structure and culture,
but also for technological agility and a customer-oriented supply chain,
to give consumers compelling access to the retailer’s shopping expe-
rience across all contact points and end-devices.

By Gerd Bovensiepen, Head
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This Kama Sutra of shopping is essentially a
relationship manual. It sheds an intimate light
on the relationship between shopper and mer-
chandise. There are resolutions to anything
that could stand in the way of a happy union
between the two. The book contains ten golden
rules for successful shopping, tips on getting
the necessary cash and decision-making aids
for wavering shoppers.

PRIZE DRAW:

VoW I oW O WO oY
80 pages, bound, with extensive
I JI_ four-colour illustrations
F ISBN: 978-3-99300-159-9
) Store price: €16.90

- ‘ :‘; This is a long-overdue work, given that over our
4 COSIMA REIF 1 lifetimes, each of us will reach into a wallet or
ThE Hama Sulra of EhUFFi“E B purse some 500,000 times to make a purchase.
. . Often we do this not of our own volition, but be-
. A guide to maximising the pleasure of purchases I cause we have been manipulated into it, That

is why the heady rush that comes with shop-
ping can often turn into a hangover, replete with
the accompanying headache. The Kama Sutra
of shopping offers emancipation from mindless
consumption and the pressure to buy and in-
stead celebrates taboo-free shopping with the
aim of maximising the pleasure derived from
the act. Fun, colourfully illustrated and some-
what tongue-in-cheek at times. On completing
the book readers will be able to congratulate
themselves on a purchase well made!

For your chance to win a copy of “Das Shopping-Kamasutra” (available in German only), just
send an e-mail with the subject line “Buchverlosung” to ir@des.ag by 15 July 2014. The win-
ner will be notified in writing and no appeals will be entertained.

orders from women who were well-heeled but

Attractiaon

GUIDO MARIA KRETSCHMER

Style has nothing to do with size I

had exactly the same problem areas as the
rest of us.

“Style has nothing to do with standard sizes,”
says Kretschmer whose book “Anziehungs-

kraft” (or “Attraction” in English) describes ten

237 pages, bound,

50 images

ISBN: 978-3-84190-239-9
Store price: €17.95

typical shapes. Each has its little weaknesses

Fashion designer Guido Maria Kretschmer has
dressed countless stars and models with
dream figures. But that has not always been
the case. Right from the early days of his own
fashion label, Kretschmer would take private

but also its assets, and the trick is maximise
these. This book advises on how to achieve this
and also includes tales, in the best Kretschmer
tradition, of his experiences with “elf”, “meer-
kat” and “Valkyrie” types.







Bestsellers
nan-fictian
presented by

ZThalicae 1

Entdecke neue Seiten. Guido M. Kretschmer
Anziehungskraft (“Attraction”)

2
Florian Illies 1913

3
Rolf Dobelli The Art of Thinking Clearly

'
Randi Crott Erzdhl es niemandem!
(“Tell No One!*)

5
Jamie Oliver Jamie’s 15-Minute Meals

Bestsellers fiction

1
Jojo Moyes Me Before You

2
E.L. James Shades of Grey 01

3

Jonas Jonasson

The 100-Year Old Man Who Climbed
Out of the Window and Disappeared

A
E.L. James Shades of Grey 02

5
E. L. James Shades of Grey 03

Tap 5 music albums

(20.12.2013-09.01.2014)

1
Robbie Williams Swings Both Ways

2
Helene Fischer Farbenspiel
(“Interplay of Colours”)

3
Max Herre
MTV Unplugged - Kahedi Radio Show

L
Helene Fischer Best of

5
Santiano Bis ans Ende der Welt
(“To the Ends of the Earth”)

presented by (Second Edition)

Top s @

hl“'rau discs presented by
(23.12.2013) Media®. Mot

1
Lone Ranger

2
Pacific Rim

3
X-Men Origins: Wolverine

&4
Despicable Me 2

5
The Smurfs 2

Top 5 classical music

(December 2013)

1
Jonas Kaufmann:
The Verdi Album

2
David Garrett:
Garrett vs. Paganini

3
Anne-Sophie Mutter: Dvorak

L
Luciano Pavarotti:
50 Greatest Tracks

5
Jonas Kaufmann: Verdi Requiem

Top 5 audia CDs

(December 2013)

1
Jojo Moyes: The Last Letter From
Your Lover

2
Jonas Jonasson: The Girl Who Saved The
King of Sweden

3
Robert Galbraith alias J.K. Rowling:
The Cuckoo’s Calling

A
Suzanne Collins: The Hunger Games -
Catching Fire

5
Rachel Joyce: Perfect
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Shopping centers in Germany are enjoying
unbridled demand - both from investors as
a home for their money and from tenants as
retail locations. However, the boom in online
retailing is also producing considerable
uncertainty over bricks and mortar retail-
ing. How will online retailing evolve? Which
locations will lose out, and might there also
be some winners? And what will this mean
for the model of the shopping center, often a
town or city’s no. 1 retail destination? Will it
be able to counter the threat from these new
ways of shopping, or even be able to capital-
ise on them for its own ends?

Here are three
care arquments

Doctor
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ARGUMENT 1:

Online retailing
will cantinue to
grow at pace, but
nat all sectars
will be equally
affected

Online retailing is and will remain the overwhelming megatrend dom-
inating site development in retail. There is no disputing that the shrink-
ing market share of physical retail could have a neg-ative impact on
real estate and city centers. But what will the drivers behind this pro-
cess be, and where will the limits lie? The rise in the market share of
online retail is also being support-ed by technological developments
and the popularity of smartphones. Whereas just under 6 million
smartphones and tablet PCs were sold in Germany in 2009, the equiv-
alent figure for 2012 was already over 20 million, with higher-perfor-
mance devices and faster internet connec-tions boosting the appeal
of mobile commerce even further. Physical retailers might not be able
to prevent customers from taking advantage of in-store advice only
to make their pur-chase online in the end, sometimes even while still
in the store thanks to increasingly powerful mobile devices. Offline
retailers need not yet fear their shops are becoming nothing more
than showrooms, however. A Roland Berger/ ECE study showed that
sales volumes for which the groundwork is done online and the trans-
actions take place in a physical store are ten times higher than in the
reverse scenario.

Nevertheless, it would not do to rely on this figure staying that way: it
is expected that offline retailers will in future be used increasingly as
sources of information, on which basis a transact tion will ultimately
be made via an online channel. The market share of e-commerce
is current-ly just under 10%, and forecasts suggest that this could
double by 2020, although it will vary between different areas of retail.
In light of the synergies available between online and offline business,
existing pure players (e.g. eBay, Zalando, myMiisli, etc.) will look to
create new physical models, generating demand for properties in
prime, well-established locations, i.e. well-situated shopping centers.

The main growth drivers behind online retailing are goods that con-
sumers do not need to see, touch, try on or smell in order to test the
quality. That is why online sellers of products such as appliances, con-
sumer electronics and media devices (17%) have grown their market
share in recent years, as have online book retailers (23%), although
distance sales of books actually dipped slightly in 2013 for the first

Click & Collect:
Customers go online for
information, order online ...

time since the dawn of e-commerce. The fashion segment was whol-
ly unaffected by e-commerce, and saw an 11% jump in online sales
between 2011 and 2012. The market shares for products such as
watches/jewellery and medication are still low, and in fact declining.
Even food is proving surprisingly resistant to online distribution, de-
spite viable attempts on the market by national chains. A Liihrmann
study (Retail Trend Ba-rometer 2014), which surveyed 2,200 execu-
tives with responsibility for expansion at interna-tionally, nationally
and regionally active companies, suggests that that will remain the
case. In this environment, total offline retail sales are also holding
steady and there is high consistency of demand, in part because Ger-
many has survived the financial crisis relatively unscathed. That is
one reason why the German market is continuing to attract a great
deal of interest from foreign investors.




... and pick the product up in
a local shop.

RARGUMENT 3:

The shopping
experience and
adaptability of

shopping centers
will became
increasingly
impartant

RARGUMENT 2:

Well-situated
retail lacations
need nat be afraid

However, investment
security takes top
priority. In the wake
of the financial crisis,
online retail-ing has
been another factor

pushing investors to-

wards risk aversion

and a greater focus
on core/core plus real estate, with the result that high street proper-
ties in prime locations have come into the spotlight more than ever,
with prices rising accordingly. Similarly, well-positioned shopping
centers will continue to operate with a fairly low degree of cyclicality,
whereas weak retail locations will lose out, in part because national
and international retailers will cease to need blanket coverage in the
long term due to the rise of online shopping and will be able to thin
out their store networks. The expectation is that retail properties in
large and medium-sized cities will have better market prospects in
future than those in smaller towns or in class C or D locations. At pre-
sent, only the scarce supply of available properties is acting as a brake
on investment transaction volumes in German shopping centers
(2012: approx. €3 billion). The high demand for good centers natural-
ly has implications for yields, with peak yields remaining stable at

around 5%.

The competition against e-commerce will
force bricks and mortar retailers, and even
shopping centers that are currently operating
well, to keep up with the times. In so doing, it
is less helpful to attempt to lure in customers
and try to “train” them by demonstrating the
benefits of physical retailing than it is to ad-
dress the “modern consumer” via a good multi-
channel strategy, gener-ating revenues from
cross-selling by linking together attractive
online and offline forms of dis-tribution. Phys-
ical retail needs to make clear what sets it
apart from online sellers and cannot be rep-
licated. For shopping centers, that means con-
centrating even more squarely on shopping
as an experience. That means a new genera-
tion of shopping centers that engage the senses
of hearing, touch and smell as well as sight
(such as the Ménchengladbach Arcaden), along

with those making the shopping experience
more interactive (such as the Alterstal center
in Hamburg and Limbecker Platz in Essen,
offering “Future Labs” with 3D orientation sys-
tems and virtual customer information) will be
in a stronger position.

Shopping centers must strive for the status
of “third place”, after the home and the work-
place, for the catchment areas that they serve.
Not only critical mass, but above all a mix of
sectors appropriate to the location and the
market are central to achieving this. As ex-
plained above, there are increasing shifts tak-
ing place in the segment mix and product con-
cepts on offer in shopping centers in the
e-commerce age. The following chart pro-
vides an illustration of this.
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Typical sector breakdown within shopping
centers in % and expected future trend

Typical space in % Expected
Sector (as range) future trend
Food and consumables 7-14
Healthcare, beauty 7-1
Flowers, pet supplies 1-2

Books, stationery and toys

Clothing, footwear, sport

Electrical appliances

Household, furniture, furnishings 5-7
DIY, construction and garden supplies -
Glasses, watches, jewellery 1-2

Other retail

GMA presentation. Basis: numerous expert discussions/evaluation of center structures

Plus services: 1-2% and catering outlets: 6-7%

The ability of retail property to respond to
market trends and changes will be critically
important in future. A high degree of flexibil-
ity in rental space, particularly with regard to
the arrangement of space and product struc-
tures, will therefore be more crucial than ever
for the long-term success of shopping cent-
ers. Those centers that fail to adapt adequate-
ly to the dynamic shifts in retail and consum-
er behaviour will find the going much tougher.
Pressure to renovate and re-fresh will in-
crease substantially, in part because the life-
cycle of shop concepts will shorten consider-
ably. Sonae Sierra/GMA studies from
2010/2011 already indicated that the market
volume for shopping center renovations in
Germany alone was running at €2.5 to €3.5
billion.

Mastering the full gamut of multi-channel
selling possibilities, from bricks and mortar
stores to online sales via PCs, smartphones
and tablets, is the ultimate challenge facing
the retail industry. However, distance selling
cannot be expected to completely supplant
physical stores. Well-located shopping cent-
ers in good locations and physical retailers
with sustainable models in good locations will
in the authors’ view continue to operate prof-
itably in the market. Flexibility and the ability
to adapt to fast-changing operating and prod-
uct range concepts will be the key challenges
for the future.

"\ ABOUT THE AUTHORS
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GfK forecasts suggest that private household spending in Germany is set to
increase by 1.5% in real terms in 2014. The organisation expects increases

of between 0.5% and 1.0% for the European Union as a whole. This means
that private consumer spending in Germany is forecast to grow much more
strongly than last year, providing sustained support to the domestic economy.
GfK is predicting significant rises in food and drink sales, whereas other
areas of retail are expected to enjoy only modest growth.
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German consumers are of the opinion that the repercus-
sions of the financial crisis are over, at least in their own
country, and that the economy will continue to perform
well over the next 12 months. This view is in line with fore-
casts by economic research institutions and businesses.
The economic upturn promises a continuation of good
prospects for the German labour market. Consumers’
hopes are therefore high that this will feed through into
wages. In light of the general economic situation, consum-
ers believe that the time is right to make larger purchas-
es. Interest rates on both deposits and loans are at very
low levels, with the result that propensity to save is at a
historical low. The tourism industry is also benefiting from
the upbeat consumer sentiment, with spending on holi-
days and private travel rising by 8%, or roughly €5.9 bil-
lion, last year.

Positive, though less dramatic,
trend in online sales

Divergent trends are in play within German retail. Food
and drink retailers and chemists recorded 2.7% sales
growth in 2013, mainly thanks to higher prices. Consum-
ers are prepared to pay more for quality and service. How-
ever, volumes sold decreased again, by 0.5%. Sales in non-
food retail, which includes textiles, electronic devices,
furniture and home improvement products, increased by
just 0.2% in 2013 to a little under €151 billion. Online sales
performed well, albeit not as dramatically as in previous
years, up 8%. There was a correspondingly negative im-
pact on physical retail.

Price rises are expected to soften again in 2014. The Eu-
ropean financial crisis is not yet entirely over, and so Ger-
man consumers are once again unlikely to substantially
change their purchasing habits this year. For 2014, GfK is
forecasting nominal sales growth of 2.3% for food retail-
ers and chemists, while volumes are expected to continue
to fall. Non-food retail sales are predicted to grow by 0.6%.

Stable labour market is an indispensable
ingredient in consumer confidence

The most important contributor to positive consumer sen-
timent is the labour market. According to the country’s
Federal Employment Agency, an average of 2.95 million
people were registered as unemployed in Germany across
2013, corresponding to an unemployment rate of 6.9%.
A comparison with Germany’s European neighbours con-
firms how strong these figures are. Germany is in fact the
only country in which the number of people out of work
has dropped since the pre-crisis 2007 level, and by an im-
pressive 37%. By contrast, unemployment rates have dou-
bled or tripled in crisis-struck Greece, Spain and Ireland.
The economic outlook around the world, and most notably
in Europe, has brightened for the first time in years. Even
though the recovery remains very soft, German exports
were up by 3% last year. An increase of 4% is forecast for
2014. Exports to other EU countries are also predicted to
rise again. The European Commission forecasts that Ger-
man GDP will increase by 1.7% this year, from 0.4% in
2013. Germany should not be alone in enjoying renewed
economic strength either: the Commission expects Europe
to grow by an average of 1.4%, after stagnating last year.
European consumers also share this optimism.

\
AT
A\
\\\\\\\\\\\\\/ ,\\.\\
\\\\\\\\\\\\\ &




R lively start to 2014
far the consumer climate indicatar

Indicator points w

— German consumer climate b

R 5
2008 2009 2010 2011 2012 2013 2014

Source: GfK | European Commission

However, it will take at least into 2015 for economic  the EU as a whole for

growth to translate into a labour market recovery, asis  the first time since
borne out by propensity to buy in Europe. Consumer sen-  2011.This is set to be
timent significantly improved in some areas betweenthe between 0.5% and
fourth quarters of 2012 and 2013, but propensity to con-  1.0% and to make a
sume is still well below average in Europe. Only when  significant contribu-

companies are in a position to  tion to higher eco-

tnns“mer Sentiment create new jobs, pushing down  nomic growth in Eu-

- I - unemployment, will consumer rope. Private house-
5'9““:“:3““9 Imprnueu willingness to spend pick up holdsin Germany are
in some areas hetmeen again. And only then will the peo-  also set to spend more: GfK calculations point to a 1.5%
ple of the European Unionbeina real-terms rise in German consumer spending this year.
the fu“rth q“arters position to reinforce the economic

llf EIIIE al'ld Ell13. upturn via their consumption.

The consumer climate indicator is signalling that consum-
er spending will go up again in 2014. The GfK is also fore-
casting a real-terms increase in private consumption for

| ABOUT THE AUTHOR

Rolf Biirkl, Senior Research
Consultant, Financial Services,
GfK. Mr Biirkl's responsibilities
include the regular production
of and commentary on the GfK
consumer climate indicator.
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In 2013, there was again movement in

our portfolio: in May, we managed to
increase our share in the Altmarkt-Galerie
Dresden, one of the most successful
shopping centers on our books, to 100%.

In August, we disposed of our investment in
the Galeria Dominikanska in Wroclaw /
Poland, in which we had previously held a
one-third stake. As a result, our portfolio
now comprises 19 properties: 16 centers in
Germany and one each in Poland, Austria
and Hungary. These offer an area of
927,500 m? for a total of 2,350 shops.

At 91%, the focus of our invest-
ment activity clearly lies in Ger-
many. As in previous years, we
are particularly proud of our con-

sistently high average occupancy
rate of 99%, which is testament
to the quality of our portfolio.

Location, location, location

In real estate, and particularly in retail, loca-
tion has always played a pivotal role. Our ten-
ants want to be wherever their customers
are. Each of our 19 shopping centers repre-
sents a prime location: the majority of our
properties are in city centres, in places where
people have been coming together for centu-
ries to ply their trades. Often our centers are
immediately adjacent to local pedestrian

The bus station in Norderstedt is
integrated into the Herold-Center
for customers’ convenience.

zones. Our portfolio also includes shopping centers in es-
tablished out-of-town locations. These properties offer
customers a welcome change from shopping in the city
and they each have a reputation that extends well beyond
the region.

Right from the beginning, our focus in any investment
process is on the transport links for the center in ques-
tion: in city centres, we seek out locations close to local
public transport hubs. These might be central bus sta-
tions, which in Hameln and Passau, for example, are right
alongside our properties. The Herold-Center Norderstedt
is built directly above an underground train station, while
a major bus station with numerous connecting services
is located right in front of the main entrance. What is
more, all our centers have their own parking facilities that
offer visitors convenient and affordable parking, even in
city centres, thereby ensuring good accessibility by car.
Our out-of-town properties offer a large number of free
parking spaces. These particular
locations are alongside motor-

Domestic International Total
ways, making them very easy to
No. of centers 16 3 19 reach, like the. Rhel.n-Neckar-
""""""""" Zentrum by the Viernheimer Kreuz

B 2
Leasable space inm 806,700 120,800 9 27500 junction. Parking spaces reserved
No. of shops 1,910 443 2,353 for women and the disabled are
Occupancy rate* 999 999 99% offered as part of the service at all
Inhabitants in catchment our shopping centers.
area in millions 13.4 2.5 15.9

* including office space
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Collective strength

The tenant structure at each of our 19 properties is the
result of a permanent and intensive process that is
geared towards meaningfully complementing the offering
of the city centre in question. Our goal is always to work
with traders in the neighbourhood to make the entire lo-
cation more attractive so that everyone can benefit from
the increased appeal of the city centre as a whole. Our
centers often play an active role in the marketing and
management of the city concerned, both financially and
from the perspective of creative and personnel input. We
are always keen to work with others in a spirit of fairness
and partnership.

Intelligent architecture

When we are designing our locations, one factor that al-
ways receives special attention is the architecture: spe-
cific plot requirements are just as important as the func-
tional needs of our tenants. We also have a responsibility
to the city that we are keen to fulfil. The shopping centers
should blend in with their surroundings as much as pos-
sible, while also having an exterior that meets the re-
quirements of modern architecture. We work on this very
closely with the relevant local authorities. The outcome is
often an architectural gem, where even historical build-
ings can be carefully integrated into the center if possible,
as is the case, for example, with the listed Kreishaus
building, which is part of the Stadt-Galerie in Hameln.

Our shopping centers need to be especially impressive  and timeless architecture that makes use of premium and sustainable
inside, first and foremost so that visitors, customers and  materials. Quiet rest areas and fountains invite people to take a mo-
employees enjoy spending time there and find them a  ment to relax, innovative lighting concepts create the right atmos-
pleasant place to be. To achieve this, we adopt a simple  phere in the mall to suit the time of day, and state-of-the-art climate
control technology provides a pleasant tempera-
ture all year round. Everything is designed to
make each visitor feel good and want to keep
coming back. Ongoing maintenance, modernisa-
tion and optimisation also ensure that our cent-
ers remain competitive and retain their value.

It goes without saying that we design our prop-
erties to suit all generations and that every
visitor should feel they are in good hands, no
matter what their age. Thanks to wide avenues,
escalators and lifts, it is possible to reach every
corner of the center without too much effort,
even with a pushchair or wheelchair. There are
play areas for our smallest visitors, where
shoppers can enjoy some time out. Massage
chairs are available for customers to use in the

FHHUAL BEDOBRT 2033 STHE CEHTER:

mall for a small fee, providing relaxation as a
break from shopping.

DEUTSOHE BEUBORHOPR




Above: The Stadt-Galerie in Hameln is located in the heart
of the city and conveniently connected to the pedestrian.

Left side: The food court in the Galeria Baltycka. Names of
Hanseatic cities adorn the walls.
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Environmentally friendly
energy supply

We are proud of the fact that all our
German centers have been operating
on certified green electricity since 2011. We are planning
to switch our foreign properties to energy from renewable
sources over the next few years. It is also our goal to con-
tinuously reduce the overall energy consumption of our
properties and in so doing to cut CO, emissions. To
achieve this aim, we are using ultramodern technologies,
such as heat exchangers and environmentally friendly
lighting systems. We are also conducting ongoing
discussions with our tenants aimed at reducing energy
consumption in the individual shops as well.

Securing the future through
flexibility

Retail has always involved change. In recent years, in par-
ticular, increasing numbers of retailers have been enquir-
ing about the possibility of expanding their premises, so
they can convert the shop from purely a retail area into
an experience arena. For instance, retailers are increas-
ingly allowing customers to take the time to try out and
experience the product at length before buying. A further
trend is the tendency towards more in-depth consulta-
tions. The role these factors play is growing steadily,
particularly in this age of increasing online shopping.

We are able to provide customised solutions to meet the demand for
ever more varied spaces: in our centers we try to provide all tenants
with the exact floor plan they need to realise their concepts. And it is
important that we are also able to be flexible here as the years go by.
It is possible, as a rule, to adapt virtually any retail space, making it
bigger or smaller, without major effort or expense by shifting the
internal walls. Reducing a larger retail space, for example, creates a
chance to integrate a new concept into the shopping center or to
enable another retailer to expand. It may also make sense to help the
tenant look for a new shop area elsewhere in the center.

This flexibility is one of the main distinctions between our concept
and the traditional shopping street with its rigid floor plans that have
to be put up with the way they are. It is often the case that certain re-
tailers wait until they have been offered space in a shopping center
before entering the market in a city simply because of a lack of suit-
able spaces for them elsewhere in the city. The whole of the retail
sector in the city centre ultimately benefits from the resulting addi-

tion to the offering.

Below: Shop designs and product presentation are becoming
increasingly important.

Above: Play area for children at the Stadt-Galerie in Passau.
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170 million visitors a year

The catchment areas around our centers are home to
nearly 16 million people, over 13 million of whom in
Germany. This gives us access in theory to 16% of the
German population — one in six people. A location’s catch-
ment area is a major factor for us when it comes to se-
lecting a property for our portfolio: this is ascertained sci-
entifically on an annual basis according to standardised
rules for all shopping centers and represents the number
of potential customers for the location in question. In
2013 we welcomed a total of around 170 million visitors
to our 19 properties.

Our largest tenants

With a share of 5.6%, the Metro Group is our biggest ten-
ant. It is one of the most important international retailers
and is represented in a large number of our centers by
its retail brands Media Markt and Saturn (consumer
electronics), Real-SB-Warenhaus and Galeria Kaufhof
Warenhaus. Behind this in second place is the Douglas
Group, one of Europe’s leading retailers, which, with its
divisions Douglas perfumeries, Thalia bookshops, Christ
jewellery shops, AppelrathClipper fashion stores and
Hussel confectioners, is a tenant of our centers and has
a share of 4.5% in our overall rental volume (as at 31 De-
cember 2013).

Our rental contract portfolio is
highly  diversified: our

top 10 tenants are responsible
for a quarter of our rental
income, which shows that there
is no major dependency on indi-
vidual tenants.
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a popular meeting point.

THE TEN LARGEST TENANTS

SHARE OF RENTAL INCOME IN %

As at: 31 December 2013

Metro Group

5.6

Douglas Gruppe

4.5

H&M

3.2

New Yorker

2.3

The fountain in the Rhein-Neckar-Zentrum:

Peek &Cloppenburg

2.1

Deichmann

1.9

REWE

1.6

Inditex Group

1.5

C&A
m 1.5
Esprit

1.4

TOTAL OF TOP 10 TENANTS

25.6%




Long-term rental contracts

The rental contracts that we sign with our tenants tend to
have a standard term of ten years. As at 31 December
2013 the weighted residual term of the rental contracts
in our portfolio was almost seven years, with 61% of our
rental contracts being secured until at least 2019.

LONG-TERM RENTAL CONTRACTS

TERM OF CONTRACTS, SHARE IN %

As at: 31 December 2013

2014

3 2015 2016

2017
8 8 1

2018

2019 ff

61

External center management

Management of our 19 shopping centers has been out-
sourced to our partner ECE Projektmanagement.

ECE has been developing, planning, implementing, rent-
ing out and managing shopping centers since 1965. With
189 facilities currently under its management, the com-
pany is Europe’s leader in the area of shopping malls.

Deutsche EuroShop benefits from this experience both
within Germany and abroad. Thanks to our streamlined
structure, we are therefore able to focus on our core busi-
ness and competence, portfolio management.

ﬁ www.ece.com |
/

Rent optimisation rather than maximisation

One of the core tasks of center management is putting together the
right combination of shops to suit the property and the local area. This
mix of tenants and sectors is tailored perfectly to the location in each
case and is constantly refined. It is the result of a precise analysis of
the local retail sector.

Center management is also about identifying the wishes and needs of
customers. We always create space in our centers for retailers from
sectors that, on account of current rental costs in prime locations, can
scarcely be found in city centres anymore, such as toy and porcelain
shops. This also enables us to give new businesses and niche con-
cepts an opportunity.

There is one key area in which we set ourselves apart from the ma-
jority of landlords in a pedestrian zone: as long-term investors, it is
our goal to achieve permanent rent optimisation rather than short-
term maximisation. We want to offer our customers and visitors an
attractive mix. Rather than focus on each shop space in isolation, we
look at the property as a whole. The rent in each case is calculated
primarily on the basis of the sales potential of the sector to which the
tenant belongs as well as of its location within the shopping center.
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All sides benefit from this system: as the landlord, we are able to build
a relationship of trust with our tenants for the long term; our tenants
benefit from high visitor numbers achieved due to the varied mix; and
our customers appreciate the very wide choice of shops. These range
from the latest fashion concepts to accessories and health and beauty
retailers, right through to professional services such as bank and post
office branches. There are also various food and drink options for
visitors, with cafés, fast-food restaurants and ice-cream parlours of-
fering satisfying snacks and refreshments to enjoy while shopping.

Diversity among tenants

The fashion industry dominates our retail mix at around 50%. The
fashion expertise of our centers is confirmed time and again in cus-
tomer surveys. It is one reason why customers are willing to travel
sometimes long distances from the surrounding area to enjoy the
wide selection and the quality of the in-store advice.

RETAIL MIX

The individual tenant mix provides each of our centers
with a character all of its own. In our shopping centers,
we always make sure that there is a healthy blend of re-
gional and local traders as well as national and interna-
tional chain stores. This contrasts starkly with the main
shopping streets, where, according to studies in Germany,
chain stores occupy over 90% of the retail space in some
cases. The small-scale structure of our centers offers vis-
itors something different each time and the opportunity
to satisfy the various consumer needs of the whole family.

Famous tenants

Our tenants are a key factor in our success. They include
Aldi, Apple, Bershka, Bijou Brigitte, Breuninger, Burger
King, C&A, Christ, dm-drogerie markt, Deutsche Post,
Deutsche Telekom, Douglas, Esprit, Fielmann, Gerry
Weber, Gortz, H&M, Hollister, Jack&Jones, Media Markt,
Marc O'Polo, New Yorker, Nordsee, Peek & Cloppenburg,
REWE, Saturn, s.Oliver, Subway, Thalia, Timberland,
TK Maxx, Tom Tailor, Tommy Hilfiger, Villeroy & Boch, Vero
Moda, Vodafone, WMF and Zara.

Buying and experiencing

In our centers, visitors can always rely on standard open-
ing hours, unlike in the traditional city centre where each
individual retailer decides for itself when it will be open.
Whether it is an optician or travel agency, fashion company
or electronics retailer, every tenant will be open to visitors
for the center’s full opening hours. This too is a strategic
advantage that is appreciated particularly by customers
who have to come a long way.

IN % OF LEASABLE SPACE

As at: 31 December 2013

Department
Hardware/ stores
electronics 12
20
Clothing
50

w w w SerVice

Catering providers
; Health
Groceries
products 4 2
7 sector
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In the center itself, the focus is always on service. There
are Information Points manned by friendly staff who can
answer any questions about the center. Gift vouchers can
be purchased here, for example, and in many of our cent-
ers there is also the opportunity to hire pushchairs. Cus-
tomers can feel safe at all times thanks to the deployment
of discreet security personnel. Baby changing rooms,
customer toilets and cash machines complete the offer-
ing. It goes without saying that the centers are always

clean.

Every one of our tenants is automatically also a member
of the marketing association of the shopping center in
question. This means that each tenant pays a share of the
center’'s marketing costs and can play an active role in the
marketing strategy committee. The marketing associa-
tion plans events together with the center management,
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Inuestment Guidelines

commercial usage.

300,000 inhabitants.

legally binding lease contracts.

Deutsche EuroShop invests exclusively in shopping centers.
The minimum property size is 15,000 m? of which

no more than 15% may be office space or other non-
The locations should feature a catchment area of at least

Shopping center projects are only purchased when an

executable construction authorization can be produced

constantly making the shopping center a lively marketplace: fashion
shows, photo and art exhibitions, country-themed weeks and informa-
tion events dealing with a whole range of topics offer visitors new and
fresh experiences time and again. Local associations and municipal au-
thorities are also involved in the plans and are given the opportunity to
represent themselves in the center. The lavish center decorations for
the Easter and Christmas periods are among the projects handled by
the marketing associations.

Another important area of the work is coordinating coherent advertis-
ing activity for the center as a whole as well as editing a center news-
paper, which is distributed as an insert in regional daily newspapers
in the catchment area and provides readers with regular and profes-
sional updates on events and news relating to the center. Radio ads,
adverts on and inside local public transport, and illuminated advertis-
ing posters ensure that the advertising campaigns reach a large au-

dience.

G %)

Deutsche EuroShop's key investment guidelines can be summarised as follows:

- Project developments without the right to build or that

cannot facilitate pre-letting can be taken over as a joint

venture. Project development costs may not exceed
5% in individual cases or 10% in total of the Deutsche
EuroShop equity.

- The main country of investment is Germany. In the

long-term, investments in the rest of Europe may not

exceed 25% of the total investment volume.

and 40% of the leasable space is secured by long-term

G

axe







WILDLIFE AND WOODLAND IN WILDAU

In August 2013, green was, for a while, the different emphasis.
dominant colour in the A10 Center in Wildau/  Alongside the forest
Berlin. Under the motto of “Fascination of plantation, wood-
Woodland - Discovering Nature” customers land glade, preda-
were able to discover and get to know the tors and voices of
the forest, the topics
also included tree

forest in various scenarios.

The exhibition spaces transformed the cent-  evolution and for-
er into various wooded areas, each with a  estry. Another ex-
hibition space ad-
dressed the eco-
system of the forest.
A forest school invit-
ed people to explore, =%

educate themselves

and experience. The daily guided tours
proved very popular with school classes and
interested visitors.
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) An exhibition took

What does a make-up artist actually do?

Where do the costumes that singers and
dancers wear on stage come from? And how
is a stage set created? Answers to these
questions were provided for visitors to the
Altmarkt-Galerie

Dresden in June.

a detailed look at
the work that goes
on behind the cur-

7

tain of the neigh-
bouring Semper
Opera House to en-
sure that the sym-
phonies, operas
and ballets succeed in bringing joy and
pleasure. It quite literally provided a peak
“behind the scenes”. Various exhibits, such
as an oversized teapot from the set of the

THE WORLD OF THE SEMPER OPERA HOUSE IN DRESDEN

ballet “Coppélia”, brought
the atmosphere of a stage
production to the mall. Visi-
tors with an interest in the
subject were also able to
learn a lot about the composers Richard
Wagner and Richard Strauss, whose careers
were closely associated with the Dresden
opera house.

A PRINCESS IN THE RHEIN-NECKAR-ZENTRUM

and her close connection with her place
of work was also reflected in her title:
“Jana, Princess of the City of Mannheim and
the Electoral Palatinate from the Rhein-
Neckar-Zentrum” was her name during iq

For carnival lovers from Mannheim and the
local area, 12 November 2013 was a very
special day: the Freudenheim carnival

society “Lallehaag” presented its new City
Princess in the Rhein-Neckar-Zentrum.

In her “civic life” Jana I. works as a depart-
ment manager for our tenant engelhorn,

her reign.

The programme
in the center in-
cluded autograph
sessions, public
appearances and
children’s dance
competitions at
which donations
were collected
for research into
childhood cancers.
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Enviranment

Climate protection is a top priority for Deutsche = The German centers used a total of around
EuroShop. We firmly believe that sustainability and  67.4 million kWh of green electricity in 2013.
profitability are not mutually exclusive. Neither are  This represented 100% of the electricity
shopping experience and environmental awareness. requirements in these shopping centers,
Long-term thinking is part of our strategy, and that Based on conservative calculations, this
includes a commitment to environmental protection.  meant a reduction of around 22,500 tonnes
in carbon dioxide emissions, which equates
In 2013, all our German shopping centers had contracts with suppli- to the annual CO, emissions of around 1,020
ers that use renewable energy sources, such as hydroelectric power, two-person households. The use of heat
for their electricity needs. The “EnergieVision” organisation certified exchangers and energy-saving light bulbs
the green electricity for our centers in Germany with the renowned  allows us to further reduce energy con-
“ok-power” accreditation in 2013. We also plan to switch our centers ~ sumption in our shopping centers.
in other countries over to green electricity wherever possible within
the next few years. Deutsche EuroShop also supports a diverse
range of local and regional activities that

take place in our shopping centers in the

nEd“Etlun in l:na emissians areas of the environment, society and the

Tonnes economy.

30,000
25,000
20,000
15,000
10,000

5,000

2008 2009 2010 2011 2012 2013

CO, savings were down slightly in 2013 because the centers
consumed less electricity overall, the EEG share rose from

24.0% to 29.4% and the electricity’s CO, emission factor fell
from 0.491 kg /kWh to 0.474kg/kWh. Those are all positive
developments for our environment.
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In 2000, this industry pioneer launched Germany's
first authorised online beauty shop (douglas.de),
and its online business is still growing strongly both

in Germany and abroad.

- ﬁ Douglas has operated attractive

= perfumeries in the shopping cent-
ers of Deutsche EuroShop for
many years. One aspect which
has always been important to
Douglas is ensuring that the on-
line shop and stores are not “ei-
ther/or” solutions, rather that the

products and services they offer
complement each other perfectly.

Perfumeries are and always will
be the customer’s first stop when
looking for sensual experiences
and scents, body care products
and decorative cosmetics to make
a personal impression. For even
in the future, the Internet will nev-
er be able to completely simulate
or replace a trip to a perfumery.
As a result, the company continu-
ously strives to mesh its business

FHHUAL BEDOBRT 2033 STHE CEHTER:

Douglas perfumery, = y in the perfumeries with the online
Schloss-Arkaden, Braunschweig shop and other channels.

The stores have online terminals, for instance, where cus-
tomers can order products that are out of stock and have
them sent to their home address or the perfumery. Con-

versely, every Douglas perfumery has its own profile in the
online shop so that customers can go online to find infor-

DEUTSOHE BUBORHOPR




mation about products, current offers, services and events
in the stores. Not only that, but they can also check online
to see whether a product is available in individual stores.
If a product is currently out of stock at one store, they can
choose to visit another store or order the product online.

Douglas has also integrated many interactive features
into its online shop that can give customers some valua-
ble guidance when visiting one of the stores as well. One
of these, for example, is the opportunity to rate purchases
in the online shop and share their product experiences
with other customers.

Products ordered online can be delivered
to any address or to the customer’s store of
choice, where the customer can pick the

A Douglas smartphone app enables mobile beauty shop-
ping and offers a variety of service-related functions. In-

ternet and social media can support stationary business o
product up, pay for it if necessary and even

superbly as all channels share the same goal: to make exchange or return it.

the customer’s shopping experience as attractive and
pleasant as possible.

The online shop’s availability check feature
lets customers see whether the product
they want is in stock at the perfumery

The cross-channel concept employed by Douglas has
already won numerous awards in trade magazines and

is being expanded continuously.

before they set out on their shopping trip.
Beginning in summer 2014, this product
can even be reserved online for pick-up

in the store.

At douglas.de, customers can rate products
purchased in the perfumery or online shop
and share their experiences with other
customers who can then consult this infor-
mation when making their own purchases.
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24/7 ONLINE-SHOPPING
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Boulangerie, patisserie and brasserie -
visitors to La Maison du Pain, which has
been a tenant in the new northern

mall of the Main-Taunus-Zentrum since
November 2011, are greeted with this
blend and the charm of a provincial bakery
infused with a French ambience.

Guests will find croissants, beignets,
pains au chocolat, petits fours, warm
and cold tartines, filled baguettes, deli-
cious soups, hearty quiches and salads.
Choosing between them isn't always
easy, regardless of whether you are looking for break-
fast, lunch or an evening snack. Baked using original
French recipes, these specialities are offered fresh all
day long and are produced exclusively for La Maison du

The specialities are produced exclusively
for La Maison du Pain or baked on site.

Pain or baked on site. Even if you just need a quick snack,
you've come to the right place. Since February, the shop
has had a pick-up window that lets customers grab a
coffee or croissant to go which they can consume while
window shopping.

This chain now has five shops in the Rhine-Main area.
Owner Bernd Steiner, who just acquired the group in early
2014, wants to create spaces that give customers the im-
pression of being on a short holiday in France and plans
to open other shops soon throughout Germany. He con-
siders the Maison du Pain in the MTZ to be a true flagship
shop featuring a special kind of French flair: rustic furni-
ture made of solid wood, stained oak floors and crystal
chandeliers lend the restaurant a cosy atmosphere, and
French songs can be heard in the background. Guests can
also relax on the shop’s own terrace in summer. The
friendly staff look extremely authentic in their chef’s hats.
And the icing on the cake is the unmistakable scent ema-
nating from the ovens — one you would really only expect
to find in a country bakery in southern France.
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The INain-
Taunus-2Zentrum
turns 50

by Manfred Becht

The Main-Taunus-Zentrum in
Sulzbach, a stone’s throw away

from Hesse’s vibrant business

centre of Frankfurt, is not just
any shopping center. It is, if you

will, the mother of all shopping

centers.

.

i 5
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It was the very first of its kinc
—+H in 1964 and as such it has no
E significant

from the truth. When the Frankfurter
Rundschau newspaper put the region’s shopping centers
to the test early this year, the Main-Taunus-Zentrum
scored maximum points, achieving first place. And that
despite fierce competition from new and well-established
shopping centers in the Rhine-Main area.

Canadian Jerry Shefsky and American Vincent Cariste
could not have imagined this when they travelled around
metropolitan areas in the Federal Republic of Germany in
1959 in search of the best place to erect a shopping cent-
er.In April 1961, the two managing directors of the newly
formed Deutsche Einkaufszentrum GmbH (DEZ) an-
nounced that their first project would be built in the mu-
nicipality of Sulzbach.

Far from everyone in the local area was happy. But the
mayor argued that the municipality would receive consid-
erable revenues from trade tax, presenting it with new
and exciting opportunities. The farmers, too, were happy
because they wanted to be paid well for their fields. Once
the building permit was on the table, everything hap-
pened quickly; not even the discovery of bombs from the
Second World War could hold up the workers, of whom at
times more than 1,000 were involved in building 80 shops

al practice and a nursery. The
mply MTZ, as it has always
th 45,000 m? of retail floor
ion was the largest row of
ny, with a choice of 1,200 ar-
ticles around the clock.

The MTZ became an instant success and was constantly
extended and expanded accordingly. Each time, the ap-
proach was innovative: 1968 saw the opening of a drive-in
cinema — another idea imported from the USA. It was dur-
ing this phase that the MTZ began to redefine its strategy:
contracts for very cheap discount stores were not extend-
ed and the standard of the offering was raised. In 1994,
the Kinopolis was opened:; this, too, was a response to the
changing times.

The year 1998 heralded a new era, when the manage-
ment of the Main-Taunus-Zentrum was taken over by ECE.
The expansion work continued in Sulzbach - the row of
shops was lengthened to 500 metres and the retail floor
space was extended even further. The appearance also
changed. The cold structure of the early years gave way
to a more decorative and cheerful architecture. The cov-
ered indoor market provided the boulevard with a focal
point and a meeting place. The MTZ is majority-owned by
Deutsche EuroShop, which has had a stake in the property
since it was founded in 2000.




Only a few years after that it was not only the o
was expanded. A new, attractive supplier o
electronics, household appli
on board in the form of Med
the Breuninger clothing store
er groups to the MTZ. Breuninger alone expanded the re-
tail floor space of the MTZ by 9,000 m?. All these busi-
nesses with their high-end products are making the
Main-Taunus-Zentrum increasingly attractive, particular-
ly to discerning customers from an affluent region. To
meet the needs of this increased customer traffic, a car
park with 1,700 spaces was built.

The Main-Taunus-Zentrum underwent the greatest
expansion since its opening with the construction of a
second row of shops opened in 2012. €75 million were

invested, and the retail floor space was expanded by

The motorway was a special attraction
for the mall's youngest visitors during the
MTZ's early years.

e of 91,000 m?. Seventy new
oringing the total number of
goods and services there to
and Apple ensure that young
-Taunus-Zentrum more than
before. Above all, fashion, which remains a focal point in
the MTZ, is now represented by an even wider range, and
the catering facilities are also far larger. What is more,
additional parking spaces were created — there are now
4,500 spaces and all are free of charge.

The northern expansion quickly became a huge success.
Revenue rose by €80 million to around €400 million a
year. An average of 40,000 people pass through its doors
daily, making the Main-Taunus-Zentrum one of the most
heavily frequented retail locations in Germany.

An enormous crowd descended on the Main-
Taunus-Zentrum on its very first day, even
before the construction signs had come down.
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And there is every reason to believe that t
continue its successful development. Some
people live inside its catchmé
area is the only region of Hes
on growing for some time to
trict in which the MTZ lies has the fourth-highest spend-
ing power of all the German administrative districts,

nkfurt/Rhine-Main Regional
o additional retail space is to
es”. But policy guidelines are

while the neighbouring Hochtaunus district actually has
the second-highest income per capita. The location right
on the outskirts of Frankfurt, visible from the busy A66

motorway, would be even better if plans could be real- 02.-04.01:

ised to build a suburban rail station alongside the MTZ. 14.02.:

01.-03.03.:

28.-29.03.:

03.-19.04.:

26.06.-05.07.:

10.06.-16.08.:

21.-30.08.:

04.-20.09.:

02.-11.10.:

24.11.-24.12.:

CALENDAR OF EVENTS OF THE
MAIN-TAUNUS-ZENTRUM FOR 2014:

Worlds of Ice
Valentine’s Day
Carnival
Spring-Summer
Easter

Puzzling & Riddling
Holiday Games
The Beatles

50 Years MTZ
Fashion Star

Christmas

Above: Celebrities can be seen from time
to time at the Main-Taunus-Zentrum — here is
Heino, a German singer, in his early years

Left side: The fountain with the penguins
was a central meeting point at MTZ for decades,
and many still remember it fondly.




The Stadt-
Galerie Passal
turns 5

September 2008 saw the grand opening of the Stadt-Galerie
Passau after just 23 months of building work. Since then it
has been offering locals and tourists a unique retail attraction

in the Neue-Mitte (“New Centre”) quarter of the city

As a result, the Stadt-Galerie celebrated erie, a birthday girl was another focus of attention: little
its 5th birthday in autumn 2013 with a
full programme of events aimed at cus-
tomers, employees and visitors. The fes-
tivities began on 26 September 2013
with a reception with the Lord Mayor of
Passau as well as a giant birthday cake that was cut into
more than 1,000 slices, which were offered to every visi-

tor free of charge.

d was randomly picked as the winner of a very special
e was allowed to invite 10 friends who were all treated to presents, cake
n their own magician.

ions were accompanied by numerous events at the center
ted by tenants who served up special offers or culinary
highlights.

Various raffles took place during a period of two weeks,
with quality prizes awarded daily. The main prize for the

grand finale on 12 October 2013 was a Volkswagen Beetle
including a parking space at the Stadt-Galerie, which was
won by 23-year-old Kathrin Kreitmeier from Passau.

A further highlight was a midnight shop, during which the
stores stayed open until midnight while the latest trends
in current clothing collections were also presented at
various extravagant fashion shows. Here, too, there was
a prize draw. The prize on offer was a luxury shopping
day, which began at the home of the lucky winner, who
was collected by limousine and driven to the Stadt-
Galerie, where she received a makeover, including hair
styling and make-up, and €555 to spend with the help of
a personal shopper.

Above: Jirgen Dupper, the Lord Mayor
of Passau, cutting the birthday cake

Right side: Like the Stadt-Galerie,
Lena turned 5 years old and was allowed to
invite her friends to a very special party
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Investments: 52%
Leasable space: about 118,400 m?
Of which retail space: 98,500 m?’
Parking: 4,500
No. of shops: 170
No. of Occupancy rate: 100%
Catchment area: 2.2 million residents
Purchased by DES: September 2000
Grand opening: 1964
Restructuring / Modernisation: 2004

2011
Anchor tenants: Apple, Breuninger, Galeria

Kaufhof, H&M, Hollister,
Karstadt, Media Markt, REWE

Expansion:

*plus C&A

Konigsteiner Str.

65843 Sulzbach (Taunus)
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Leasable space: about 64,300m~ 68519 Viernheim
Of which retail space: 60,000 m?
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Parking: 3,800
No. of shops: 110 ‘]_g
No. of Occupancy rate: 99%

Catchment area: 1.2 million residents

Purchased by DES: September 2000
Grand opening: 1972

Restructuring / Expansion: 2002

Anchor tenants: Engelhorn Active Town,
Humanic, Peek & Cloppenburg,
H&M, TK Maxx, Zara
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Investments: 50% Ernst-Reuter-Allee 11
Leasable space: about 51,300 m? 39104 Magdeburg

Of which retail space: 36,000 m?
Parking: 1,300
No. of shops: 150
No. of Occupancy rate: 98%
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Grand opening: 1998
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Expansion: 2006

Anchor tenants: H&M, Saturn, SinnLeffers,
SportScheck, REWE
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Investments: 50% Hannoversche Str. 86
Leasable space: about 39,200 m? 21079 Hamburg

Of which retail space: 30,600 m?
Parking: 1,600
No. of shops: 110
No. of Occupancy rate: 100%
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Catchment area: 0.6 million residents
Purchased by DES: August 2003
Grand opening: 2004
Anchor tenants: C&A, H&M,

Karstadt Sports, Media Markt,
New Yorker, REWE, SinnLeffers
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Investments: 100%
Leasable space: about 30,400 m?
Of which retail space: 20,400 m?’
Parking: 850
No. of shops: 90
No. of Occupancy rate: 98%

Catchment area: 0.6 million residents
Purchased by DES: November 2005
Grand opening: 1995
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