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Bankhaus Lampe

Deutsche EuroShop AG

Brno and more shares

10/04/2017 We reiterate our BUY case for Deutsche EuroShop after the company bought its 21°
shopping centre and issued about than 4.5 million new shares. All in all, we regard
Buy (Buy) the transaction as accretive to the FFO. The company is also benefitting from early
45.00 EUR (45.00 EUR) refinancing of some € 200 m of bank loans. As a result, we arrive at higher
estimates for the FFOpS.
Close 06/04/2017 38.53 EUR INVESTMENT CASE
Bloomberg: DEQ GY LS Pl Deutsche EuroShop has acquired a 50% stake in the Saarpark-Center as well as the
Secton — Olympia shopping centre in Brno, which is one of the largest in the Czech Republic
_ with rental space of 85,000 sqm. As a result, the company is showing more
Share price performance meaningful growth in the operational results. The shopping centre (total investment
52 week high #252ER 39y m) is expected to add rental income of about € 20 m p.a., which represents
52 week low 3592 EUR about 10% of properties fully consolidated. The NOI yield amounts to 5%, and we
Compared to MDAX put the cost of debt for this property at 2.1%. There should be an annual FFO
Yo 0% contribution of about € 14.5 m. Dividing this by the additional number of shares, we
1 month 3% arrive at an FFOpS of €3.25 on an isolated basis. In addition, the company is
12 months ~26.6% benefitting from early refinancing of the bank loans expiring in 2018 and 2019 in
T the amount of € 195 m. We assume annual savings of close to 300 bp as the old
47,50 loans had interest rate levels north of 4.6%.
45,00 P e
R ) TV CATALYSTS
37,50 “‘ WWMM e Full annual results with upgraded guidance (incl. Brno)
PEIITS 1016 Wi 017 e The Brno shopping centre included as of 03/04/2017 and effects from cheaper
— DEUTSCHE EUROSHOP AG ON. — NDAX refinancing kicking in
Share data VALUATION
EV (m EUR: 2017) 4016 Deutsche EuroShop is trading at a discount to the NAV, while dividend yield and
Market Cap (m EUR) 2,250 P/FFO are roughly in line with the sector average. However, the solid balance sheet
e 65 el (i) 58 and the high quality of its properties must also be considered. Our price target
Free float 82.4% remains unchanged as we have slightly raised our risk premium.
Next event in m EUR 2015 2016 2017e 2018e 2019e
Annual Results 28/04/2017  Sales 203 205 220 227 228
FFO 123 130 142 152 155
Change in model FFO margin 60.8% 63.3% 64.5% 67.1% 68.0%
Sales FFO EPS  Net financial debt 1,337 1,380 1,423 1,354 1,285
2017e 7.5% 9.4% 1.6% Net asset value per share 39.58 43.24 43.19 44.26 45.32
2018e 10.1% 12.6% 3.8% FFOPS (in EUR) 2.29 2.41 245 2.46 2.51
2019e - --- --- DPS (in EUR) 1.35 1.40 1.45 1.50 1.55
Analyst Dividend yield 3.3% 3.6% 3.8% 3.9% 4.0%
Dr. Georg Kanders, Analyst EV/EBITDA 21.6 21.2 20.9 20.7 20.4
Phone: +49 (0)211 4952-718 PINAV 1.02 0.89 0.89 0.87 0.85
georg.kanders@bankhaus-lampe.de P/FFO 17.7 16.1 15.7 15.7 15.4

See end of document for disclaimer.

Source: Company information, Bankhaus Lampe Research estimates



Catchment area of 1.2 million
people

NOLI yield 5%

Clearly accretive to FFO

Price target unchanged at € 45.00

Deutsche EuroShop AG - Brno and more shares
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OLYMPIC DIMENSIONS

The Olympia Brno is one of the largest shopping centres in the Czech Republic. It
has more than 200 tenants on a lettable space of 85,000 sqm. Due to the large size
of the Albert hypermarket, the average rent/sqm is € 19.25 per month. Other anchor
tenants are H&M, P&C Diisseldorf, Cinema City, Asko and C&A. Brno itself is the
second largest city of the Czech Republic with about 380,000 inhabitants. The
metropolitan area comprises ~600,000 and the catchment area 1.2 million people.

The centre generates annual rental income of € 20.1 m and produces an NOI of
about 19.1 m. In relation to the total investment of € 382 m, this translates into a
NOI yield of 5%. The acquisition was financed with € 217 m of debt and € 165 m of
equity (issuance of 4.459 million shares at € 37).

We estimate the cost of the debt for this property at 2.1%. Thus there should be an
annual FFO contribution of about € 14.5 m. Dividing this by the additional number
of shares, we arrive at an FFOpS of € 3.25 on an isolated basis. As we put the FFOpS
for the company at a total of € 2.45 (BHLe for 2017), the deal looks clearly accretive
to the FFO.

VALUATION

The higher FFO estimates do not have an impact on our rounded price target as we
have raised the risk premium (valuation reserves as a % of property value, BHLe for
2017) from 6% to 6.5%. This is due to the fact that retail tenants especially in the
fashion segment tend to prefer shorter rental periods and to the strong growth of
the online business.

We are sticking to our price target of € 45.00 and our BUY recommendation for this
stock, which offers steadily increasing dividends.

Fair Value Value (new) change Weight change

€/share €/share €/share €/share
from dividend 45.03 0.00 0.25 11.26 0.00
from 60% FFO 45.65 1.12 0.25 11.41 0.28
Implied valuation 45.50 -0.03 0.5 22.75 -0.02
Fair Value 45.42 0.27

Source: Bankhaus Lampe Research

10/04/2017



Key figures

Deutsche EuroShop AG - Income statement
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in m EUR 2015 2016 2017e 2018e 2019e
Sales 203 205 220 227 228
Cost of Sales 0 0 0 0 0
Gross profit 203 205 220 227 228
Sales and marketing -9 -10 -10 -1 -1
General and administration -10 -10 -1 -1 -1
Research and development 0 0 0 0 0
Other operating result -7 -6 -7 -7 -8
EBITDA 176 179 192 197 198
Depreciation 0 0 0 0 0
EBITA 176 179 192 197 198
Amortisation of goodwill 0 0 0 0 0
Amortisation of intangible assets 0 0 0 0 0
EBIT 176 179 192 197 198
Financial result -2 -14 -44 -39 -37
Income on ordinary activities 174 165 149 159 162
Extraordinary income/loss 221 117 12 4 4
EBT 395 282 161 163 166
Taxes -85 -60 -39 -40 -41
Net income from cont. operations 309 222 122 123 126
Net income from discont. operations 0 0 0 0 0
Minority interest 0 0 0 0 0
Net income (adj.) 309 222 122 123 126
No. of shares 54 54 58 62 62
EPS (in EUR) 5.73 4.11 2.10 2.00 2.04
Source: Company information, Bankhaus Lampe Research estimates
2015 2016 2017e 2018e 2019e
Gross margin - - - - -
EBITDA margin 86.9% 87.1% 87.3% 87.2% 87.1%
EBITA margin 86.9% 87.1% 87.3% 87.2% 87.1%
EBIT margin 86.9% 87.1% 87.3% 87.2% 87.1%
EBT margin 194.6% 137.2% 73.0% 72.0% 73.0%
Net profit margin 152.5% 108.1% 55.3% 54.5% 55.2%
Tax rate 21.6% 21.2% 24.2% 24.4% 24.4%
Source: Company information, Bankhaus Lampe Research estimates
Growth rates yoy 2015 2016 2017e 2018e 2019e
Sales 1.0% 1.1% 7.3% 2.9% 0.6%
EBITDA -0.7% 1.3% 7.5% 2.8% 0.5%
EBIT -0.7% 1.3% 7.5% 7.5% 0.5%
EBT 83.9% -28.7% -42.9% 1.6% 2.0%
Net income (adj.) 74.3% -28.3% -45.1% 1.4% 1.9%
EPS 74.3% -28.3% -48.9% -4.9% 1.9%
Source: Company information, Bankhaus Lampe Research estimates
Deutsche EuroShop AG - Brno and more shares 10/04/2017



Deutsche EuroShop AG - Balance sheet
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Assets (in m EUR) 2015 2016 2017e 2018e 2019e
Fixed assets 3,768 4,037 4,432 4,447 4,463
Property, plant and equipment 3,357 3,514 3,908 3,922 3,937
Intangible assets 0 0 0 0 0
Financial assets 411 523 524 525 526
Other long-term assets 0 0 0 0 0
Current assets 83 78 133 147 160
Inventories 0 0 0 0
Accounts receivable 6 6 6 6
Other current assets 7 7 7 7
Securities 0 0 0 0
Cash 71 65 121 134 147
Total assets 3,852 4114 4,565 4,594 4,623
Equity and liabilities (in m EUR)
Shareholders' equity 2,061 2,241 2,562 2,614 2,666
Shareholders' equity (before minority) 1,768 1916 2,219 2,253 2,286
Minorities 293 325 343 361 380
Non-current liabilities 1,722 1,815 1,950 1,932 1,915
Pension provisions 0 0 0 0 0
Other provisions 0 0 0 0 0
Long-term financial debt 1,360 1,403 1,507 1,457 1,407
Other long-term debt 362 412 443 475 508
Current liabilities 69 59 53 48 42
Short-term debt 48 42 37 31 26
Other accruals short-term 8 8 8 8 8
Accounts payable 1 1 1 1 1
Other liabilities 13 8 8 8 8
Total equity and liabilities 3,852 4114 4,565 4,594 4,623
Source: Company information, Bankhaus Lampe Research estimates
Deutsche EuroShop AG - Balance sheet structure
Assets 2015 2016 2017e 2018e 2019e
Fixed assets 97.8% 98.1% 97.1% 96.8% 96.5%
Property, plant and equipment 87.2% 85.4% 85.6% 85.4% 85.2%
Intangible assets 0.0% 0.0% 0.0% 0.0% 0.0%
Current assets 2.2% 1.9% 2.9% 3.2% 3.5%
Inventories 0.0% 0.0% 0.0% 0.0% 0.0%
Accounts receivable 0.1% 0.1% 0.1% 0.1% 0.1%
Cash 1.8% 1.6% 2.6% 2.9% 3.2%
Equity and liabilities
Shareholders' equity 53.5% 54.5% 56.1% 56.9% 57.7%
Non-current liabilities 44.7% 44.1% 42.7% 42.1% 41.4%
Pension provisions 0.0% 0.0% 0.0% 0.0% 0.0%
Long-term financial debt 35.3% 34.1% 33.0% 31.7% 30.4%
Current liabilities 1.8% 1.4% 1.2% 1.0% 0.9%
Short-term debt 1.2% 1.0% 0.8% 0.7% 0.6%
Accounts payable 0.0% 0.0% 0.0% 0.0% 0.0%
Source: Company information, Bankhaus Lampe Research estimates
Deutsche EuroShop AG - Brno and more shares 10/04/2017
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Deutsche EuroShop AG - Cash flow statement

in m EUR 2015 2016 2017e 2018e 2019e
Net income (adj.) 309 222 122 123 126
Depreciation 0 0 0 0 0
Amortisation of goodwill & intangible assets 0 0 0 0 0
Change of provisions -3 0 0 0 0
Other -150 -86 -2 8 14
Operating Cash-flow before changes in w/c 156 136 120 132 140
Change in inventory 0 0 0 0 0
Change in accounts receivable -1 0 0 0 0
Change in accounts payable 0 0 0 0 0
Change in other working capital positions 2 -5 0 0 0
Operating Cash-flow 157 131 120 132 140
Capex, excluding maintenance -76 -40 -382 -10 -10
Payments for acquisitions 0 0 0 0 0
Financial investments -51 -112 -1 -1 -1
Income from asset disposals 0 0 0 0 0
Income from financial investments 0 0 0 0 0
Cash-flow from investing activities -127 -152 -383 -1 -11
Free cash-flow 30 -20 -264 121 129
Capital measures 0 0 265 0 0
Increase/decrease in debt position -22 38 98 -56 -56
Purchase of own shares 0 0 0 0 0
Other financing Cash-flow 75 50 31 32 33
Dividend paid -70 -73 -76 -84 -93
Cash-flow from financing activities -17 15 319 -107 -115
Increase/ decrease in liquid assets 12 -6 55 13 13
Effects of exchange rate changes 0 0 0 0 0
Cash at beginning of period 58 71 65 121 134
Change in total cash and cash equivalents 12 -6 55 13 13
Cash at end of period 71 65 121 134 147

Source: Company information, Bankhaus Lampe Research estimates

Deutsche EuroShop AG - Brno and more shares 10/04/2017
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Deutsche EuroShop AG - Ratios

2015 2016 2017e 2018e 2019e
Per Share Data
EPS 5.73 4.11 2.10 2.00 2.04
Book value per share 38.20 41.54 44.25 42.34 43.18
Free Cash-flow per share 0.55 -0.38 -4.55 1.96 2.09
Dividend per share 1.35 1.40 1.45 1.50 1.55
Valuation ratios
EV/Sales 18.8 18.5 18.2 18.1 17.7
EV/EBITDA 21.6 21.2 20.9 20.7 20.4
EV/EBIT 21.6 21.2 20.9 20.7 20.4
P/E 71 9.4 18.3 19.3 18.9
Price to book (total equity) 1.1 0.9 0.9 0.9 0.9
Dividend yield 3.3% 3.6% 3.8% 3.9% 4.0%
Profitability ratios
EBITDA margin 86.9% 87.1% 87.3% 87.2% 87.1%
EBIT margin 86.9% 87.1% 87.3% 87.2% 87.1%
Net return on sales 152.5% 108.1% 55.3% 54.5% 55.2%
Return on capital employed (ROCE) 5.1% 4.8% 4.7% 4.8% 4.8%
Productivity ratios
Capital turnover 1,860.0% 1,970.2% 2,015.6% 1,965.3% 1,960.6%
Operating leverage -0.7 1.2 1.0 1.0 0.9
Sales per employee (in thousands) 33,809,000 29,305,143 31,445,359 32,362,443 32,551,684
EBIT per employee (in thousands) 29,382,721 25,518,000 27,441,306 28,208,785 28,351,848
Number of employees (in thousands) 0.0 0.0 0.0 0.0 0.0
Financial ratios
Equity ratio 53.5% 54.5% 56.1% 56.9% 57.7%
Net financial debt (in m EUR) 1,337 1,380 1,423 1354 1,285
Net debt / Equity 64.9% 61.6% 55.5% 51.8% 48.2%
Interest cover 3.2 35 3.4 3.9 4.0
Net debt / EBITDA 7.58 7.73 7.41 6.86 6.48
Working Capital (in m EUR) 5 5 5 5 5
Change Working Capital (in m EUR) 2 0 0 0 0
WC [sales 2.5% 2.4% 2.3% 2.2% 2.2%
Stocks in days of sales 0 0 0 0 0
Trade debtors in days of sales 10 10 9 9 9
Trade creditors in days of COGS/Material cost 1 1 1 1 1
Cash conversion cycle 9 9 8 8 8
Invest. (property/plant/equity) / Depreciation 379515.0% 200100.0% 1910100.0% 50100.0% 50100.0%
Others
Sales CAGR (last 3 years) -1.3% 3.0% 3.1% 3.7% 3.6%
EBIT CAGR (last 3 years) -0.9% 2.5% 2.7% 3.9% 3.6%
Net income CAGR (last 3 years) 36.0% 9.0% -11.8% -26.4% -17.2%
Pay out ratio 23.5% 34.1% 69.0% 75.1% 76.1%
Free cash-flow (in m EUR) 30 -20 -264 121 129
Free cash flow yield 1.4% -1.0% -11.7% 5.1% 5.4%

Source: Company information, Bankhaus Lampe Research estimates

Deutsche EuroShop AG - Brno and more shares 10/04/2017
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Disclaimer

Analyst declaration

The relevant research analysts, as named on the front cover of this research report, certify that (a) all of the views expressed in this research report accurately
reflect their personal views about the securities and companies mentioned in this research report; and (b) that no part of their compensation was, is or will be

directly or indirectly related to the specific recommendation(s) or views expressed by them in this research report.

Rating system
Shares are rated based upon analyst forecasts with regard to the performance of the share during a period of twelve months. The rating "Buy" within this

general concept means that the share's forecast performance is at least 10%. "Hold" means a price movement in a bandwidth of -10% to 10%. “Sell" means

that the share's forecast performance is less than -10%.

Explanation of valuation

Unless shown otherwise, the stated upside targets are based upon either a discounted cash-flow pricing or upon a comparison of the performance ratios of

companies that the respective analyst considers to be comparable, or upon a combination of these two analyses. Analysts modify the result of this

fundamental assessment to incorporate the potential trend in market sentiment.

Overview of changes in our recommendations/price targets in the previous twelve months for: Deutsche EuroShop AG
(DEQ GY), Close (06/04/2017): 38.53 EUR, Analyst: Dr. Georg Kanders (Analyst).

Date of publication Price at recommendation Rating Price target
19/01/2017 38.46 EUR Buy 45.00 EUR
13/12/2016 37.32 EUR Buy 44.00 EUR
10/10/2016 38.79 EUR Buy 47.00 EUR

The distribution of recommendations in our investments universe is currently as follows (date: 01/04/2017)

Rating Basis: all analysed companies Basis: companies with investment banking relationships
Ly 49.0% 75.0%
Hold 46.0% 25.0%
=l 5.0% 0.0%

Under Review 0.0% 0.0%

Deutsche EuroShop AG - Brno and more shares 10/04/2017
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Prevention and dealing with conflicts of interest

The measures taken by Bankhaus Lampe KG within the framework of its management of conflicts of interest in order to prevent and handle conflicts of
interest are based, among other things, on the functional separation of sensitive business units, the establishment of confidentiality units by setting up
information barriers, the establishment of organisational regulations regarding the treatment of confidential and sensitive information both inside and outside
the confidentiality units and the monitoring and limitation of private securities transactions conducted by employees working in sensitive areas of Bankhaus
Lampe KG. Conflicts of interest that cannot be avoided despite the measures taken are disclosed. Compliance with the internal and organisational provisions to

prevent and handle conflicts of interest is monitored by the independent Compliance unit.

Conflict of interest
Disclosures of potential conflicts of interest relating to Bankhaus Lampe KG, its affiliates and subsidiaries in the following companies named in this research
report are valid as of the end of the month prior to the publication of this report (updating this information may take up to ten days after the month comes to

an end).

Potential conflicts of interests may exist in the following companies named in this research report.

Company Disclosure

Deutsche EuroShop AG —

Responsible regulatory authority:
Federal Financial Supervisory Authority - Bundesanstalt fiir Finanzdienstleistungsaufsicht (BaFin), Marie-Curie-Str. 24-28, D-60439 Frankfurt

Deutsche EuroShop AG - Brno and more shares 10/04/2017
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Declaration of liability

The information in this study is based on public sources which the author(s) believe(s) to be reliable. Nevertheless, neither Bankhaus Lampe KG, nor its
affiliated companies, nor the legal representatives, supervisory board members and employees of these companies can assume any guarantee for the
correctness, completeness and accuracy of the information. All opinions and evaluations expressed in this study only reflect the current opinions and
evaluations of the author(s), which do not necessarily correspond to the opinions and evaluations of other spheres of business of Bankhaus Lampe KG or its
affiliated companies. All opinions and evaluations can be changed at any time without prior notice. They may differ from views set out in other documents,

including research, published by Bankhaus Lampe KG.

This study is directed to institutional investors with registered offices in the European Union as well as in Switzerland, Liechtenstein and the United States of
America, to whom the Bank has deliberately made it available. Its contents are for information purposes only and are not to be regarded as an offer or
invitation to buy or sell financial instruments. Private investors who come to know the contents of this study should, before making a concrete investment
decision, consult the investment adviser of their bank on whether any recommendation for a certain investment decision contained in this study is suitable for
them in view of their investment objectives and financial conditions. The adviser may not share the views contained herein on the financial instruments and

their issuers.

The completion and publication of this study is subject to the law of the Federal Republic of Germany. Its publication in other jurisdictions may be restricted by
applicable laws or other legal regulations. Persons with residence outside the Federal Republic of Germany who come into possession of this study must inform
themselves about any applicable restrictions that they are obligated to observe. They are recommended to contact the authorities of their country that are
responsible for the monitoring of financial instruments and of markets in which financial instruments are traded, in order to find out whether there are any
restrictions on acquisition regarding the financial instruments this study refers to. This study may neither be reprinted, in whole or in part, nor transferred into
an information system, nor stored in any way whatsoever, be it electronically, mechanically, via photocopy, or by any other means, except with the prior

written approval of Bankhaus Lampe KG.

Additional information for clients in the United Kingdom

Publications in the United Kingdom are distributed by Lampe Capital UK (Services) Limited, 2 Savile Row, London W1S 3PA, United Kingdom and this report is
only directed at persons who are investment professionals under Article 19 of the Financial Services and Markets Act 2000 (Financial Promotions) Order 2005
and the investment or investment activity to which this report relates is only available to and will only be engaged in with such persons. Persons who do not

have professional experience in matters relating to investments should not rely upon the contents of this report.

Additional information for clients in the United States

This research report has been prepared and approved by Bankhaus Lampe KG, a full-service bank in Germany. Bankhaus Lampe KG is not a registered
broker/dealer in the United States and therefore is not subject to U.S. rules regarding the preparation of research reports and the independence of research
analysts. This research report is distributed in the United States by Lampe Capital North America LLC. Lampe Capital North America LLC distributes this
research report solely to "major U.S. institutional investors" on behalf of Bankhaus Lampe KG in reliance on the exemption from registration provided by Rule
15a-6 of the U.S. Securities Exchange Act of 1934, as amended. Any US recipient of this research report wishing to effect any transaction to buy or sell
securities or related financial instruments based on the information provided in this research report should do so only through Lampe Capital North America
LLC. Lampe Capital North America LLC may be contacted in writing or by phone: Lampe Capital North America LLC, 712 Fifth Avenue, 28th floor, New York, NY
10019, U.S. phone: +1-212-218 7410. Lampe Capital North America LLC is a wholly owned subsidiary of Bankhaus Lampe KG. Under no circumstances should

any US recipient effect any transaction to buy or sell securities or related financial instruments through Bankhaus Lampe KG.
Bankhaus Lampe KG, JagerhofstraBe 10, D-40479 Diisseldorf is responsible for this study.

Further information may be obtained from Bankhaus Lampe KG.

10 April 2017

Deutsche EuroShop AG - Brno and more shares 10/04/2017
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+49 (0)211 4952-784
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