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Fair Value REIT AG 

Add €3.09 

(Previously Neutral) 

Target Price:  €3.50 (n/a) 
Reuters Code: FVIG.DE 
Bloomberg Ticker: FVI GR 
EPS adj. 
Dec 2008E €-1.41  (-1.39) 
Dec 2009E €-1.17  (-1.68) 
Dec 2010E €0.56  (0.52) 
Dec 2011E €0.68 
WestLB Research estimates 
Market Cap: € 29m 
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Fair Value REIT AG 

Enough is enough, upgrade to Add 

 We upgrade Fair Value REIT AG from neutral to Add after the Q1 result 2009. 

At first glance the result does not look impressive, however it contained some 

items that will not be ongoing, and thus the underlying improvement is 

hidden. In addition the company has solved its short-term financing issue. We 

expect improving quarterly operating results in the course of the year. We 

have raised our estimates on lower valuation losses and lower financing costs. 

However, we still expect still substantial valuation adjustments in 2009. Thus 

we upgrade the stock by only one notch to Add, with a target price of €3.50.  

Fair Value REIT AG forecasts and multiples 

Year End Sales EBITDA EPS adj. P/E EV/EBITDA Yield

Dec (€m) (€m) (€) (x) (x) (%)
2008E 12 8 -1.41 nm 16.8 0.0
2009E 10 5 -1.17 nm 21.5 0.0
2010E 10 5 0.56 5.5 22.0 11.3
2011E 10 5 0.68 4.5 22.2 11.3
Net cash/Share -€8.5
NAV/Share €8.2

1 Cash/debt at end of current year Source Fair Value REIT AG, WestLB Research estimates

 
 
 

Changes in estimates 

 Earnings estimates raised. We raise our earnings estimates mainly on the 

expectation of lower valuation losses in 2009. First there were high valuation 

adjustments at the end of 2008, second also at the participations level in Q1 2009 

and third Fair Value reported reduced vacancies in Q1.  

Changes in estimates 

  2009E   2010E  2011E 

€m new old change new old change new 

Rental income 10.1 13.8 -26.8% 10 13.9 -28.1% 10.1

Rental result 7.8 12 -35.0% 7.7 12.3 -37.4% 7.7

Costs -2.2 -2.8 -21.4% -2.3 -2.7 -14.8% -2.3

EBITDA 5.5 9.1 -39.6% 5.3 9.3 -43.0% 5.3

Sales gains 0 0 n.a. 0 0 n.a. 0

Valuation result -10.5 -16.5 -36.4% 0.1 0.1 0.0% 1

Result from associates -3.1 -5.3 -41.5% 5.5 3 83.3% 6

Financial result -4.7 -5.8 -19.0% -4.8 -5.8 -17.2% -4.8

Net attributable result -11 -15.8 -30.4% 5.2 4.9 6.1% 6.4

EPS (€) -1.17 -1.68 -30.4% 0.56 0.52 7.7% 0.68

NAV (€) 6.99 6.69 4.5% 7.54 6.86 9.9% 7.88

Source Company,  WestLB Research estimates

 

 Operating result stable. At an operating level we have reduced our estimates for 

rental income due to the sale of the Airport Office property and the termination of 

rental guarantees against cash at the end of 2008. This is offset at the operating 

level by lower estimates for interest payments on the reduced level of debt. Much 

of the restructuring has been done in the participations area. Thus the main 

positive impact is from the result from associates. 

Research analyst(s) 
Dr. Georg Kanders +49(0)211 826 5912 

georg.kanders@westlb.de 
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 Short term refinancing issue solved. The company has got a prolongation for its 

short-term financing of stakes in funds. The loan has already been reduced from 

€16.1m to €10m. There will be an additional redemption of €2.5m in the current 

quarter. The loan is extended until 31.7.2011 at a high margin of 475bp (was 

165bp), thus there is no relief on the interest payment side from this loan, but 

long-term financing will then increase to 97% of the debt.  

Valuation 
 

 We determine the new target price at €3.50, which represents a 50% discount 

to our NAV estimate for 2009. This is slightly below the sector average. We think 

this is justified due to the small size of the company, despite its average equity 

ratio. 

 Fair Value is traded at the highest discount to NAV in our German property 

holding company universe. As its balance sheet has a higher equity ratio, this 

implies even a stronger deviation on implied valuation losses. On the negative 

side is the expectation that there will be no dividend paid for 2009.  

German property holding companies 

 Price RIC Price/NAV   NAV   Implied losses 

   2008 2009E 2010E 2008 2009E 2010E on NAV 09E 

IVG  5.36 IVGG.DE 0.42 0.52 0.49 12.7 10.3 11.03 12.7%

DIC Asset 5.80 DAZG.DE 0.36 0.44 0.39 16.23 13.31 14.96 11.6%

Deutsche Wohnen 10.55 DWNG.DE 0.43 0.51 0.50 24.48 20.63 21.22 9.2%

Fair Value REIT 2.90 FVIG.DE 0.36 0.41 0.38 8.16 6.99 7.55 21.3%

Deutsche EuroShop 21.71 DEQGn.DE 0.79 0.83 0.78 27.43 26.3 27.92 8.0%

Average  0.47 0.54 0.51  12.6%

Source Companies,  WestLB Research estimates

Dr. Georg Kanders 

19 May 2009
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WestLB 

European Financials  
Code Reporting Price Price Rating Rating Rating

Reuters Currency Close Target Current Previous Latest change

Aareal Bank ARLG.DE EURO 7.9 n/a Neutral Add 13/05/2009

Aegon AEGN.AS EURO 4.6 n/a Neutral Add 08/05/2008

Allianz ALVG.F EURO 71.1 87.0 Buy Add 06/06/2007

Generali Deutschland Holdin GE1G.DE EURO 68.4 60.0 Reduce Neutral 04/12/2008

AXA AXAF.PA EURO 12.4 n/a Neutral Add 19/02/2009

Barclays BARC.L UK POUNDS 2.8 n/a Neutral Reduce 09/10/2007

BBVA BBVA.MC EURO 8.5 n/a Neutral Buy 11/11/2008

BNP-Paribas BNPP.PA EURO 46.2 51.0 Add Buy 12/02/2009

comdirect CDBG.DE EURO 5.1 6.2 Add Buy 20/02/2009

Commerzbank CBKG.DE EURO 5.6 3.5 Sell Reduce 14/05/2009

Credit Suisse CSGN.VX SWISS FRANCS 46.6 53.0 Buy Add 02/08/2007

Crédit Agricole CAGR.PA EURO 10.7 n/a Neutral Add 15/05/2008

DAB bank DRNG.DE EURO 2.8 2.6 Add Buy 24/02/2009

DESIGN Bau D2BG.DE EURO 2.5 n/a Neutral Buy 02/03/2009

Deutsche Bank DBKGn.DE EURO 43.0 50.0 Buy Add 12/06/2006

Deutsche Börse DB1Gn.DE EURO 59.8 n/a Neutral Reduce 08/02/2008

Deutsche EuroShop DEQGn.DE EURO 21.7 25.0 Add Neutral 29/01/2009

Deutsche Wohnen AG DWNG.DE EURO 10.6 13.5 Add Neutral 01/04/2009

DIC Asset AG DAZG.DE EURO 5.8 8.0 Buy Add 16/07/2008

Estavis AG E7S.DE EURO 1.5 1.2 Sell Neutral 28/01/2009

Fair Value REIT AG FVIG.DE EURO 3.1 3.5 Add Neutral 19/05/2009

Fondiaria - SAI FOSA.MI EURO 11.5 n/a Neutral Add 17/03/2009

Generali GASI.MI EURO 15.7 n/a Neutral Add 05/03/2009

GrenkeLeasing GKLG.DE EURO 23.6 24.0 Add Buy 09/02/2009

Hannover Rück HNRGn.DE EURO 28.0 29.0 Add Neutral 21/10/2008

HCI Capital HXCIGn.DE EURO 1.5 n/a Neutral Reduce 24/11/2008

HSBC HSBA.L US DOLLARS 5.6 3.6 Sell Reduce 18/11/2008

INDUS Holding INHG.F EURO 10.9 13.0 Buy Add 06/03/2007

ING Groep ING.AS EURO 7.9 n/a Neutral Buy 20/10/2008

Intesa Sanpaolo ISP.MI EURO 2.6 n/a Neutral Buy 10/03/2009

IVG IVGG.F EURO 5.4 7.0 Add Buy 06/05/2009

Lloyds Banking Group LLOY.L UK POUNDS 1.0 3.3 Add Neutral 23/04/2008

Mediolanum MED.MI EURO 3.5 2.9 Sell Neutral 14/05/2009

MLP MLPG.F EURO 9.8 9.0 Reduce Neutral 20/04/2009

MPC Capital MPCG.DE EURO 5.5 n/a Neutral Add 16/07/2008

Münchener Rück MUVGn.DE EURO 98.4 122.0 Add Neutral 19/02/2009

Postbank DPBGn.F EURO 17.2 n/a Neutral Add 04/02/2009

Royal Bank of Scotland RBS.L UK POUNDS 0.4 0.2 Sell Neutral 03/03/2009

Santander SAN.MC EURO 7.1 n/a Neutral Buy 08/04/2009

Société Générale SOGN.PA EURO 37.3 n/a Neutral Buy 28/01/2008

SWISS LIFE SLHN.VX SWISS FRANCS 92.8 n/a Neutral Add 05/05/2009

Swiss Re RUKN.VX SWISS FRANCS 36.4 n/a Neutral Buy 02/04/2008

UBS UBSN.VX SWISS FRANCS 15.9 n/a Neutral Buy 10/02/2009

UniCredit Group CRDI.MI EURO 1.8 1.7 Reduce Neutral 18/05/2009

Zurich Financial Services ZURN.VX US DOLLARS 197.1 270.0 Buy Add 17/08/2007

Source FactSet, WestLB Research estimates 
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WestLB Equity Research: Distribution of ratings as of  19 May 2009

Coverage universe Count Percent Inv. Banking Relationships* Count Percent

Buy/Add 80 39 Buy/Add 24 60

Neutral 80 39 Neutral 12 30

Sell/Reduce 45 22 Sell/Reduce 4 10  
*Companies from which WestLB AG or an affiliate or subsidiary has received compensation for investment banking services within the past 12 months. 

 

This research report was prepared by WestLB AG, an affiliate of WestLB Securities Inc. (“WSI”) or other person that may not be registered as a broker-dealer in the United States. 
The company that prepared this report may not be subject to US rules regarding the preparation of research reports and the independence of research analysts.  

WSI accepts responsibility for the contents of this research report to the extent that it is delivered to a person that is not a “major U.S. Institutional Investor” or a “U.S. Institutional 
Investor” as those terms are defined in Rule 15a-6 under the U.S. Securities Exchange Act of 1934, as amended, or to any person resident in the state of California, Colorado, 
Louisiana, New Mexico, Ohio, Tennessee or Vermont. Any US person who desires to effect transactions in any security in this report should write or call WSI, 1211 Avenue of the 
Americas, New York, NY 10036, phone (212) 403 3939. 

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

The remuneration of WestLB Research Analysts is not related to specific investment banking transactions. It is in part linked to the overall profit made by the firm, which includes 
the profit of the Investment Banking Department.  

WestLB’s investment recommendations are kept under continuous review. It follows that no date can be given for the next update of the conclusions of this report. 
 
Conflicts of Interest 

WestLB’s Policy on Management of Conflicts of Interest in Research (the Research Policy) is available at http://www.westlb.de/research_policy_en. This report complies with the Research policy. 
 

Valuation and Risk assessment; Recommendations. 

Unless otherwise stated in the text of this report, target prices in this report are based on either a discounted cash flow valuation or comparison of valuation ratios with companies seen by the analyst as comparable or a 
combination of the two methods. The result of this fundamental valuation is adjusted to reflect the analyst’s views on the likely course of investor sentiment. 

Whichever valuation method is used there is a significant risk that the target price will not be achieved within the expected timeframe. Risk factors include unforeseen changes in competitive pressures or in the level of demand 
for the company’s products. Such demand variations may result from changes in technology, in the overall level of economic activity or, in some cases, in fashion. Valuations may also be affected by changes in taxation, in 
exchange rates and, in certain industries, in regulations. Investment in overseas markets and instruments such as ADRs can result in increased risk from factors such as exchange rates, exchange controls, taxation, political and 
social conditions. This discussion of valuation methods and risk factors is not comprehensive. Further information is available upon request. 

Stock ratings are based on the analyst’s expectation of the stock’s total return during the twelve months following assignment of the rating. This view is based on the target price, set as described above, and on the analyst’s 
opinions on general market and economic developments. 

Within that overall framework, a Buy rating means that the total return from the stock is expected to exceed 20%; Add means between 10% and 20%, Reduce means between 0% and minus 10%; Sell means the stock is 
expected to return less than minus 10%; a Neutral rating means that we believe the share is fairly valued at current share price levels. For this reason we do not specifically provide a numeric target price for this rating, as by 
definition this corresponds closely to the market price that is determined on a daily basis until such time that we change our rating.  
 

Distribution and Use of Report   

This research report has been prepared by a research department of WestLB AG. Communication in the United Kingdom is by WestLB AG London Branch. In the United Kingdom this report is available only to Eligible 
Counterparties and Professional Clients not Retail Clients, as defined by the rules of the Financial Services Authority. Individuals who do not have professional experience in matters relating to investments should not rely on it.  

This report is for information purposes only. The information contained herein has been obtained from sources believed by WestLB AG to be reliable, however no guarantees, representations or warranties are made as to its 
accuracy, completeness or suitability for any purpose. Any opinion or estimate expressed in this report reflects the judgement of the author or authors on the date of this report and is subject to change without notice. The past 
performance of securities or financial instruments is not indicative of future results. No assurance can be given that any portfolio or investment described herein would yield favourable investment results. This material is not 
intended as an offer or solicitation for the purchase or sale of any security, financial instrument or any other action and will not form the basis or a part of any contract.  

Further information may be obtained from your usual contact within West LB AG. No part of this publication may be copied or redistributed to persons or firms other than the authorised recipient without the prior written consent 
of WestLB AG. The manner of distributing this document may be restricted by law or regulation in certain countries, including the United States. Persons into whose possession this document may come are required to inform 
themselves of, and to observe such restrictions.  

WestLB AG London Branch is a member of the International Capital Market Association. 

Copyright: 2009 WestLB AG. All rights reserved. 
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