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Q2 results preview: positive cash flow generation
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Colonia Real Estate AG (CRE) decided to present its Q2/H1 2009 results on August 13", a
day earlier than previously expected. We expect that CRE delivered to its previous
announcement and provide close to positive operational cash flow. CRE suffered in Q2

from — we believe — unduIY rumors regarding its financial health — which let its share price

remain flat since March 18", while the EPRA Europe index gained 53% during that period. If
CRE delivers, we assume that its shares should start catching up. We remain buyers with a

€7.50 price target.

e Q2 should provide no significant negative or positive operational surprises. CRE said earlier
that it aims to sell some ‘multi family’ houses to private individuals as part of its disposal
program. In total, CRE classified €34m of assets as disposable in its Q1 2009 accounts
(€29.4m as long term assets available for sale and €6.3m as assets available for sale. We
assume that about €3.5m of these have been secured in Q2 2009. However, cash revenues
would only be booked in Q3 2009. Rental revenues should have improved, while overall costs
should have continued to decline in line with the company’s forecast. We expect net rental

income of €15.3 — 15.4m for the second quarter.

e Q2 should also allow CRE to discuss its current financial situation. We understand that CRE
was able to fully convert the warrants, which were originally attached to a bond. The
conversion should have flooded CRE with about €13m cash plus some €3.5m from its small
capital increase. CRE should have reduced its debt levels (in addition to the €8.7m haircut on
a loan in Q1) by further €3 — 5m. Its cash position should have improved towards €20m by the

end of Q2 2009 from €5.2m by the end of Q1 2009. Equity ratio should have reached 26%.
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Operationally, CRE should have achieved cash positive earnings in Q2. A stumbling block
might have been the asset management unit, as we have not heard of any transactions in Q2
2009. In addition, we assume that the closure of the Resolution office in Duesseldorf resulted
in additional costs. Hence, we assume that the asset management unit remained in the red in
Q2 2009. Another issue is — according to CRE — additional costs for external accountants,
which have impaired the Q2 2009 cost situation. Overall, we assume that CRE is on track to
reach operating costs in the range of €10m — 12m in 2009.

We assume that CRE would not record any significant net IFRS gains or losses in Q2 2009,

unlike Gagfah. However, non cash valuation issues of its interest rate swaps might have
resulted in some minor losses.

Table: CRE’s cash revenues estimates in Q2 2009

CRE cash P&L €'000 Q1 2009 Q2 2009e
Cash revenues 24,021 24,415
Operating costs - 16,248 - 15,330
Financial costs - 8516 - 9,316
Cash earnings (PTP) - 743 - 231
Taxes (cash taxes) - 122 61
Net cash earnings - 865 - 170

Source: Silvia Quandt Research GmbH

Based on the previous comments, we arrive at a small net loss for Q2 2009, chiefly as the
asset management units was not turning into positive territory. We are currently uncertain,
whether the asset management unit would turn around in 2009 without recording any
transactions. Currently, we understand that the asset management unit is only area that
creates operational losses within CRE.

CRE P&L €'000 Q1 2009 Q2 2009e H12009e
Group Performance 24,021 24,415 48,436
Rental income gross 22,178 22,750 44,928
- thereof passed on revenues - 7,093 - 7,276 - 14,369
Fee income gross (AM) 1,400 1,400 2,800
Fee income gross (FM) - - -
Trade income gross 84 - 84
Other income 294 200 494
Costs of goods sold trade - 67 - - 67
Costs of goods sold rental - 11,5605 - 10,500 - 22,005
Costs of goods sold AM/FM - 1,723 - 2,000 - 3,728
Administrative costs - 2924 - 2800 - 5,724
- thereof personal - 1,184 - 1,150 - 2,334
Other costs - 29 - 30 - 59
Operating Costs - 16,248 - 15330 - 31,578
EBITDA 7,708 9,020 16,728
EBIT 7,641 8,870 16,511
EBIT after non-recurring 16,341 8,870 25,211
Financial result - 8516 - 9,316 - 17,832
Pre tax income 7,825 - 446 7,379
Net income 7,703 - 446 7,257
EPS € (diluted) 0.27 - 0.02 0.25
Number of shares (m) 28.46 28.46 28.46

Source: Silvia Quandt Research GmbH



10. August 2009

SILVIA QUANDT
RESEARCH GMBH

CRE P&L €'000 2006 2007 2008 2009 2010e 2011e
Group Performance 85,699 98,614 107,407 178,271 196,720 204,289
Rental income gross 20,461 51,228 89,467 91,397 95,319 98,877
- thereof passed on revenues 4,191 10,246 17,893 18,279 19,064 19,775
Fee income gross (AM) 3,031 15,313 9,443 8,500 19,875 21,000
Fee income gross (FM) - 2,300 - - - -
Trade income gross 62,000 - 2,351 73,373 76,526 79,412
Other income 207 19,528 6,140 5,000 5,000 5,000
Costs of goods sold trade 54,574 - 2,097 71,723 65,047 67,501
Costs of goods sold rental 9,632 28,406 58,401 55,748 48,890 50,715
Costs of goods sold AM/FM 2,805 16,073 10,640 6,750 18,841 19,993
Administrative costs 8,940 31,019 20,899 12,250 10,998 10,121
- thereof personal 6,800 12,146 14,471 7,236 6,693 6,860
Other costs 918 284 2,331 2,750 2,750 2,750
Operating Costs 76,869 75,782 94,368 149,220 146,527 151,079
EBITDA 8,830 22,832 13,040 29,050 50,193 53,210
EBIT 8,830 22,832 13,040 29,050 50,193 53,210
EBIT after non-recurring 8,830 22,832 12,525 37,450 50,193 53,210
Pre tax income 42,443 53,508 - 94,369 2,906 19,248 32,031
Net income 30,321 65970 - 82,568 4,337 16,565 26,586
EPS € 1.93 294 - 3.62 0.16 0.61 0.97
Number of shares 15,704 22,466 22,826 27,285 27,285 27,285
EBITDA margin 10.3% 23.2% 12.1% 16.3% 25.5% 26.0%
Pre tax margin 49.5% 54.3% -87.9% 1.6% 9.8% 15.7%
NOI margin (rental) 52.9% 44.6% 34.7% 39.0% 48.7% 48.7%
Admin cost ratio 10.4% 31.5% 19.5% 6.9% 5.6% 5.0%
Average share price € 3.12 3.12 3.12
Average P/E 19.63 5.14 3.20

Source: Silvia Quandt Research GmbH

We maintain our current 2009 estimates for the time being, which is conservative, given that we
forecast 2009 net earnings of €4.3m , after CRE reported already €7.7m net income for Q1 2009.
The key reason are potential further interest rate swap losses, as we would currently not see
higher interest rates in 2009.

Assuming that the asset management unit recorded the same revenues in Q2 as in Q1 2009 (i.e.
€1.4m), our fee income assumption for 2009 of €8.5m might look ambitious, but still achievable, as
asset sales should emerge in Q3 and in Q4 2009. Also, we assume that our administrative cost
level of €12.25m might be too conservative: CFO Lemke is active reducing costs throughout the
run of the year — while our estimate effectively looks for €3m quarterly costs.
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investors with sufficient knowledge and experience in financial matters to evaluate the merits and risks should consider an investment in any
issuer or market discussed herein and other persons should not take any action on the basis of this publication.
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