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FVI offers exposure to German commercial property, with creditworthy 
tenants in secondary, regional locations, which have seen consistently 
high occupancy rates (c 95%) in recent years. FVI’s core strategy at launch 
in 2007 was to consolidate unquoted real estate funds. The ongoing 
process of optimising the acquired portfolio continues to drive property 
disposals and debt reduction, a gradual increase in ownership of the funds 
it invested in, plus a welcome simplification of the corporate structure and 
an increase in distributable income. Management is particularly optimistic 
about prospects for higher-yielding retail property on long leases and is 
seeking potential acquisitions that will require shareholder support for a 
capital increase. An issue of shares at or near the current price would 
dilute NAV per share, but this could be offset by the enhanced operational 
efficiency that should come with increased scale and the greater dividend-
paying capacity provided by a higher share of directly-owned properties. 

Year end Revenue 
(€m) 

Adj net profit* 
(€m) 

Adj EPS* 
(€) 

DPS 
(€) 

P/NAV 
(x) 

Yield 
(%) 

12/11 13.4 5.5 0.59 0.08 0.48 1.8 
12/12 13.6 5.6 0.60 0.10 0.48 2.3 
12/13e 12.9 4.9 0.53 0.12 0.46 2.7 
12/14e 13.0 5.8 0.62 0.12 0.43 2.7 
Note: *EPRA earnings (normalised, excluding fair value movements and exceptional items). 

Strategy: Simplify the structure and grow 
As a result of its early consolidation strategy, FVI has a relatively complicated 
structure of wholly owned properties, majority owned and consolidated subsidiaries, 
plus minority owned, equity accounted associates. As a REIT it pays out at least 
90% of German GAAP, but unlike the primary IFRS earnings, GAAP does not 
consolidate subsidiaries and associates. Over time, we expect FVI to continue to 
optimise the underlying property portfolios and increase its level of ownership.  

Financials: Earnings to be cushioned by refinancing 
Management has guided for relatively flat underlying earnings in 2013-14, as lower 
costs and interest charges offset lower rental income from property disposals and 
lower rents at lease expiry. We forecast a broadly similar picture, but without asset 
sales and hence our rental forecasts are higher. If management succeeds in 
executing a significant acquisition, assets, earnings and dividends could be 
considerably higher than forecast, although NAV per share will likely be lower. 
Recent negotiations to acquire a retail portfolio, supported by a c €100m capital 
increase have stalled, but management continues to explore other opportunities.  

Valuation: Discount to NAV and peers remains wide 
FVI’s 2012 discount of c 52% to EPRA NAV is much larger than peers (22% on 
average), despite a similar five-year compound NAV total return. Given the lack of 
distributable earnings its yield is noticeably lower than peers (2013e 2.7% vs 5.0% 
for peers). Increasing the dividend paying capacity post any acquisition could well 
lift the valuation, despite the potential negative impact on NAV per share.  
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Investment summary 

Company description: Regional German commercial investor 
Fair Value is a real estate investment trust, which manages a portfolio of commercial office and 
retail properties in regional German locations, equally split between east and west. The group 
invests both directly in real estate assets and indirectly through holdings in property companies, 
closed-end funds and partnerships (as subsidiaries or associates).  

Optimisation continuing 
As a result of its early consolidation strategy, FVI has a relatively complicated structure of wholly 
owned properties, majority owned and consolidated subsidiaries, plus minority owned, equity 
accounted associates. As a REIT it pays out at least 90% of German GAAP (HGB) earnings, but 
unlike the primary IFRS earnings, HGB does not consolidate subsidiaries and associates. Over 
time, we expect FVI to continue to optimise the underlying property portfolios and increase its level 
of ownership of the funds in which it has less than full ownership. This process has the added 
benefits of simplifying the corporate structure and increasing distributable income.  

Ambitions to expand 
Management is optimistic about the prospects for retail property in particular. It is exploring 
significant acquisition opportunities that would lock in attractive yields (relative to low interest rates) 
on long leases, improve operational efficiency by spreading fixed costs more broadly and increase 
the proportion of wholly-owned profits available for dividends. Recent negotiations on a large 
portfolio have stalled and a capital increase proposal (up to €100m) has been shelved, but 
management is exploring other opportunities and it seems likely that shareholders may be asked to 
consider alternative capital raising proposals later in the year. An equity issue at or near the current 
share price will dilute NAV per share, but it is possible that higher profits and dividends could help 
the shares re-rate to more than compensate (see page 12).  

Financials: Refinancing to offset risk of associate lease expiries 
Management has guided for relatively flat underlying earnings in 2013-14, as lower costs and 
interest charges offset lower rental income from property disposals and lower rents at lease expiry. 
Q113 points in this direction and guidance has been maintained (see page 9). We forecast a 
broadly similar picture to management, but without asset sales, hence our rental forecasts are 
higher. Neither have we included any part-equity-funded acquisition in our forecasts, although the 
impact could be significant. At a 60% LTV we estimate a €100m equity increase (at €5 per share) 
could support a c €250m increase in property assets (FVI’s proportionate share of portfolio today is 
€212.9m). Earnings and dividends could be considerably higher, supporting a potential c 4% 
dividend yield (see page 12). 2013e EPRA NAV per share would be 33% lower at €6.51 (€9.7), but 
the valuation could improve to compensate. The pro forma discount to NAV would still be 34%, 
such that an investor acquiring a share at the current price (€4.30) and two new shares at €5 would 
break-even if the discount narrows to 27%, still wider than the peer average (see page 12) 

Valuation: Expansion strategy targets NAV discount and payout 
FVI’s discount of c 52% to 2012 EPRA NAV is much larger than for peers (c 22% on average), 
despite a similar five-year compound NAV total return. Given the lack of distributable earnings its 
yield is noticeably lower than its peers (2013e: 2.7% vs 5.0% for peers). An increased dividend- 
paying capacity post any capital increase could lift the valuation, despite the potential negative 
impact on NAV per share.    
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Company description: Regional exposure  

Fair Value REIT-AG (FVI) is a real estate investment trust managing commercial office and retail 
properties within Germany. Its investment focus is on regional locations, with the portfolio fairly 
equally split between the east and west of the country, although currently underweight in the faster-
growing south of the country. FVI was launched as a REIT in 2007 to take advantage of new 
German REIT legislation that came into force in June of that year. It was the second German REIT 
to list on the stock market and it was the first offering exposure to the German unquoted closed-
ended investment fund sector.  

At launch, the core of FVI’s strategy was to be a consolidation vehicle for the unquoted real estate 
investment fund sector, totalling c €140bn at the time. It offered investors in these funds the 
alternative of a tradable investment, greater portfolio diversification and the intention of enhancing 
returns through active portfolio management. It also raised capital from institutional and retail 
investors to fund investment in directly owned properties, with a view to further diversifying the 
overall portfolio. The core of the current portfolio was assembled in 2007, including direct properties 
and a number of participations, some majority owned and some minority. Since that time, 
management has continued to actively manage the portfolio with a view to optimising its 
composition, gradually gaining greater control and increasing ownership of the participations. As a 
result of the financial crisis, which developed soon after FVI’s formation, the share price fell to a 
significant discount to NAV and this has made the consolidation strategy more difficult to pursue.  

Expansion plans 
Going forward, we expect the company to focus on faster optimisation of the existing portfolio, 
selling smaller direct investments and smaller minority participations, using the proceeds, combined 
with a planned capital increase, to look for larger acquisition opportunities. We expect the focus of 
new investments to be on retail property in regional centres, as management is attracted by the 
stable and recurring income of the longer lease terms, which tend to be at least 15 years on new 
lettings. Management believes this is a good time to expand the portfolio by acquisition, because 
rental yields in regional or secondary locations remain high (generally over 8%), while borrowing 
costs have reduced further, to below 4%. Recent negotiations over a significant acquisition have 
stalled and plans to seek approval from shareholders for a capital increase of up to €100m have 
been deferred. However, a number of alternative opportunities are being explored and we think it 
likely that the company will seek shareholder support for its expansion plans later in the year.   

The benefits to shareholders from a significant portfolio expansion are the spreading of fixed costs 
across a larger asset base, as well as the increase of the amount of wholly (directly) owned 
earnings that, unlike subsidiary profits and some of FVI’s share of minority participation profits, are 
eligible for dividend distribution under the German HGB accounting code. 

Had the recent acquisition negotiations progressed, management had planned to propose an 
increase in the ordinary share capital, with the issue of up to 20m new no-par value bearer shares 
(9.4m existing). Existing shareholders were to be offered subscription rights to the new shares, with 
any shares not subscribed for placed with third-party investors. At the proposed minimum 
subscription price of €5 per share, the capital increase would have raised up to €100m, compared 
with shareholders’ equity of €77.4m at 31 December 2012. Enhanced by debt, with a 60% LTV, the 
capital raising would have supported an additional €250m of property assets.   

German REITs 
Listed German REITs are a relatively small sector by international standards, only representing 
approximately €1bn, or 1% of German commercial property by market capitalisation, compared with 
€34bn in the UK and €455bn in the US. German REITs are bound by the following requirements: 
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 They must be listed, so the shares can be easily bought and sold. 
 The payout ratio is fixed by law at no less than 90% of net income, according to German GAAP. 
 They are required to have a ratio of equity (including minority interests) to real estate assets of 

at least 45% at each balance sheet date. 
In return, German REITs are not subject to corporation or business tax and dividends are taxed at 
the shareholder level, but with a maximum rate of 25%, plus a solidarity surcharge. The rate can be 
limited to 15% by some companies and non-resident investors. 

Portfolio 

Business structure 
Reflecting FVI’s initial investment strategy of consolidating unquoted real estate funds, 
supplemented by directly owned properties, its business structure and financial reporting is 
relatively complicated.  

Under the primary IFRS financial reporting as at year-end, the 25 wholly owned direct property 
investments were fully consolidated, along with 17 properties held by six fully consolidated majority 
owned subsidiaries (100% consolidation with an adjustment for minority interests). The portfolio 
contained a further 23 properties owned by associate companies in which FVI has minority 
participations. These are equity accounted, with FVI recognising its share of the profit (or loss).  

FVI’s ability to pay dividends is determined not by the primary IFRS results but by its German 
GAAP earnings, as stipulated by the HGB, or German commercial code. This measure of earnings 
does not include the subsidiary or all the associate earnings and is consequently lower than 
earnings under IFRS. For 2012, FVI paid out 94% of its German GAAP earnings in dividends, but 
this €0.10 per share dividend represents just 17% of the normalised IFRS EPS (adjusted for 
changes in the value of real estate and interest rate swaps) of €0.60.  

An advantage of FVI increasing the direct ownership of its property assets is that this increases the 
proportion of its IFRS earnings that are eligible for distribution as dividends. Exhibit 1 shows a basic 
split of FVI’s gross and net assets between directly owned, subsidiary, and associate investments, 
as well as the net rental contribution that each makes on a “look-through basis”, remembering, of 
course, that the associate rental income is not actually fully consolidated, but included in the single 
line profit contribution.  

Exhibit 1: Portfolio structure, FVI share of ownership  
31/12/2012 FVI 

ownership 
IFRS accounting treatment Property assets 

gross value €m  
Net asset 
value €m* 

Net rental 
income €m 

Direct investments 100% Consolidated  43.7 14.9 3.0 
Subsidiaries 50-100% Consolidated less minorities 48.1 13.0 5.4 
Associates <50% Equity accounted 121.0 49.5 9.7 
Total   212.9 77.4 18.1 
Source: Fair Value REIT. Note: *Debt allocated proportionately between direct and subsidiary investments. 

Direct property investments were carried on the balance sheet at €43.7m and those owned by 
subsidiaries at €83.0m (including minority interests). In Exhibit 1 we show FVI’s share of the 
subsidiary property investments at €48.1m, based on its ownership share of those subsidiaries. In 
aggregate, the minority associates that FVI is invested in are themselves invested in property 
assets with a gross value of €335.9m. In Exhibit 1 we show FVI’s share of these property 
investments (€121.0m), based on its ownership share of the associate companies. Because these 
minority associate companies are not fully consolidated, this figure does not appear in FVI’s 
balance sheet, but is shown within the equity accounted investments (€49.5m), which represents 
FVI’s share of the net assets of the associate companies.  
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In aggregate, through its direct, subsidiary and associate investments, FVI has proportionate 
ownership of properties with a gross value of €212.9m. Including third-party interests those 
properties are within portfolios with an aggregate value of €462.5m. An important point to note, 
however, is that FVI has achieved control over more than 90% of the €462.5m portfolio value, by 
acquiring ownership of the managing general partners in three of the largest associate funds (it also 
owns the general partners of two subsidiary funds). 

The majority of closed-end funds are incorporated as limited partnerships with a limited liability 
company as general partner. The general partner has responsibility for the actions of the business, 
can legally bind the business and is personally liable for all the business's debts and obligations, 
although actual day-to-day management of the fund is outsourced to service providers. In return, 
the general partner receives a fee from the limited liability partners of the fund (FVI currently 
receives fees of c. €66,000). 

Portfolio positioning and strategy 
As 31 March 2013 the portfolio (by which we mean all of the properties that FVI is invested in 
directly or through subsidiaries and associates) contained 65 commercial properties located in 11 of 
the 16 German federal states, with a total rentable space of 416,000m². Subsequently, the 
company has announced the disposal of two directly-owned properties and of one property within a 
56.7%-owned subsidiary. 

The portfolio is primarily commercial, with 43% in retail, 42% in office and 15% allocated to other 
sectors (hotels and logistics). In a refocusing of the strategy the retail sector in the south and 
greater metropolitan areas, like Munich, Stuttgart and Hamburg, will be the target for any future 
portfolio growth. The focus is very much on secondary locations, but there is still some exposure to 
the main metropolitan centres, including Berlin, Hannover etc. Secondary locations tend to 
generate lower rents, but benefit from less volatility in rents and market valuations than the more 
primary centres, as outlined in a recent report by DG Hypothekenbank. 

Fair Value has a relatively diversified tenant list (with 685 separate lease agreements) and we 
believe that the quality of the counter-parties is generally good. The 10 largest tenants represent 
58% of the rent roll, with the largest (Sparkasse Sudholstein) 14% of the total rent. The size of the 
exposure to Sparkasse Sudholstein stems from the acquisition of a portfolio of bank headquarters 
in 2007. The largest four retail tenants, including Metro, Edeka and Kaufland, currently make up 
23% of the contracted rental income. Commercial space accounting for 11% of group rental income 
is due to expire in 2013, which is substantially higher than the usual level of 7-8%, because of one 
major expiry at an associate company in Munich. 

Exhibit 2: Top five tenants, December 2012 
 Share of rent roll 
Sparkasse Sudholstein 14.0% 
Metro Group 10.2% 
Edeka Group 6.2% 
BBV Holding 5.4% 
Kaufland Group 5.2% 
Others  59.0% 
Total 100.0% 
Source: Fair Value REIT 

The group is continuing to optimise the portfolio by selling smaller properties, which are generally 
lower return, and for now is using the proceeds to reduce debt. Generally the company is optimistic 
about the outlook, in particular for retail property, and believes that attractive yields on long-term 
leases are still available. We expect the bulk of any proceeds raised in the proposed capital 
increase to be directed towards directly owned retail investments. 
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Cost efficiency 
The company is focused on portfolio and risk management, as well as investor relations. 
Accounting and day-to-day management of the properties are outsourced to third-party service 
providers. There are two companies providing the external services, the main one being IC 
Immobilien Service (ICIS), a subsidiary of IC Immobilien Group, which is an 18% shareholder. The 
contracts have been conducted at arm’s length since the IPO and can be cancelled with six months’ 
notice at year end. The accounting contract has a fixed cost of €0.15m and 0.25% of rental income, 
while the property management fees are 3% of rental income for FVI’s direct holdings. The annual 
management and accounting fees paid to ICIS totalled €0.37m in 2012. In addition, companies in 
the IC Immobilien Group were paid for other services, including fund administration and trustee 
services, with the result that total fees of €1.4m were paid to the group in 2012, a 30% increase 
from the €1.1m in 2011, driven largely by commissions paid on the re-leasing of expired tenancies. 

We have compared the total costs of FVI with its peers, to assess the relative cost efficiency. At first 
sight FVI appears relatively high cost with a 2012 ratio of total costs (administration costs plus the 
balance of net property expenses and service charge income) to consolidated property assets of 
4.1%, versus an average for peers of 1.7%. The total cost to NAV ratio of 5.6% looks similarly high, 
compared with a peer average of 3.6%. 2012 was affected by exceptional re-leasing costs, but FVI 
was also above the peer averages in 2011, with ratios of 3.4% and 4.8% respectively.  

However, looking a little deeper, we believe that the structure of FVI’s portfolio, with a large number 
of properties in secondary locations, generates an above-average level of yield to compensate for 
the additional complexity and cost of its management. The EBITDA margin on gross assets, 
whether including associate income or not, is in line with the peer average of c 5% in 2011 and 
marginally below average in 2012. However, this includes valuation movements on properties. The 
FFO (profit adjusted for valuation movements) to gross assets ratio of 3% is actually above average 
for both years. This is borne out by the FFO margin, which at a steady 50% is above the sector 
average in both 2011 and 2012.  

Exhibit 3: Relative cost comparison (%) 
 Alstria Prime Office VIB Hamborner Average FVI 
2012       
Total Costs/Inv Prop 1.5% 1.9% 2.1% 1.5% 1.7% 4.1% 
Total Costs/NAV 2.9% 4.4% 5.9% 2.8% 3.6% 5.6% 

 
    

 
 

EBITDA/Gross Assets 4.7% 6.1% 5.8% 5.7% 5.4% 4.1% 
FFO/Gross Assets 2.6% 2.5% 2.9% 3.7% 2.8% 3.2% 

2011 
      

Total Costs/Inv Prop 1.5% 2.0% 2.2% 1.8% 1.8% 3.4% 
Total Costs/NAV 3.0% 4.7% 5.9% 3.6% 3.9% 4.8% 

 
    

 
 

EBITDA/Gross Assets 5.1% 5.7% 5.8% 5.6% 5.5% 5.4% 
FFO/Gross Assets 2.2% 2.2% 2.9% 3.7% 2.5% 3.1% 
Source: Fair Value REIT 

Clearly the risk is that the high yield could be eroded, especially as 50% of portfolio leases are due 
to be renegotiated over the next five years. Although we know of two large expiries in the next two 
years, we do not have the split of the renewals between the consolidated assets and the broader 
portfolio, including the share of associate investments. However, if we assume the expiry profile is 
similar, we estimate that FVI could afford to renegotiate 50% of consolidated leases at rates c 10% 
lower (a reduction of 5% in gross rental income) before its superior yield on assets would be 
eroded, or it would need to make the offsetting cost savings. With two associate assets expected to 
be renegotiated at rates 50% lower in 2013 and 33% lower in 2015, there is a risk the 10% limit 
could be breached in the five-year period, as the overall portfolio yield declines towards 8%. 
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Exhibit 4: Re-leasing schedule 

 
Source: FV REIT 

German real estate outlook 

The outlook for the commercial property market in Germany this year appears to be one of stability, 
with steady demand, lagging supply, falling vacancy and stables rental levels. Within this 
generalised picture there are clearly regional and segmental differences. The office rental market in 
the main German cities remains tight, with occupancy improving slightly to 91% in 2012, despite a 
fall in leasing turnover, which was in turn due to a decline in new space being delivered, rather than 
euro-crisis related reasons. Demand is anticipated to be approximately 3m m2 again in 2013, 
assuming the economy grows at the same rate. With two-thirds of properties under construction 
already pre-leased, the vacancy rate is expected to fall further in 2013. 

The lack of new supply and resulting lower vacancy levels have supported average rental rates, 
which rose 3% on average nationally in the first nine months of 2012, before ending the year flat. 
This backdrop is expected, by Jones Lang LaSalle for example, to continue this year, even though 
the demand outlook has weakened so far in 2013, in line with the economy. The fall in new supply 
should see vacancy rates remaining steady, in turn supporting average rental rates. The picture 
was similar for prime rental rates, which should continue to rise in 2013, even if at a lower rate than 
in previous years, with continued demand for high-quality space in central locations. 

Exhibit 5: German commercial rental rates (€/m2/month) 

 
Source: Colliers, CBRE, JLL 

In the retail sector, demand for space remained strong in 2012 and early 2013, with international 
retailers especially focused on expansion. They are also starting to spread their focus more widely 
than on just the top 10 locations, as the availability of space in prime locations remains limited. 
Leasing turnover also fell (13% y-o-y), with less than 0.6m m2 taken up. Prime city centre rents 
increased by just 1.5-2.0% in 2012, especially in the major cities, although small- and medium sized 
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cities saw more improvement and in general less rate fluctuation. Stabilisation is the most likely 
trend in 2013, as growth slows, but domestic retail demand seems to be supported by the stable 
employment market. Rental rates are, therefore, expected to remain stable. 

Investment market 
The investment market for commercial property remained strong in 2012, despite the economic 
slowdown and reduced access to financing, with transaction volumes 8% higher at €25bn and more 
of a bias towards the office segment than was the case in 2011. Q412 alone saw over €10bn worth 
of transactions, dominated by major portfolio deals. It was the best quarter for the last five years 
and the total was only exceeded in the boom years of 2006-07. The outlook for 2013 is expected to 
be similar, with foreign investors remaining active (42% of the total in 2012), especially in the larger 
transactions, due to Germany’s perceived safe haven status in Europe. Market yields for core 
properties were forced lower, as demand continued to outstrip supply. Higher turnover in 2013 is 
likely to require investors to look beyond the core markets, at non city centre locations, although 
commercial volumes in Q113 were up 32% to €6.7bn, which was close to Q108 levels. As a result 
yields are expected to fall further, even with more limited access to financing, as debt costs remain 
low and real estate returns remain attractive relative to government bonds. 

Exhibit 6: German prime retail yields 

 
Source: Colliers, CBRE 

Financials 

Accounting and reporting 
Fair Value REIT’s primary reporting standard is IFRS. It is also required to report according to 
German GAAP (HGB) and these are the results that determine the level of dividends that can be 
paid by the group. It also discloses EPS and NAV according to the European Public Real Estate 
Association (EPRA) guidelines, a measure that adjusts for the volatile fair value adjustments that 
are contained within IFRS, in an effort to make the underlying business trends easier to follow for 
investors. We show each presentation of the 2012 results in Exhibit 10. The main difference 
between IFRS and HGB is that HGB consolidates only the wholly owned assets and excludes the 
subsidiaries. The main difference between IFRS and EPRA is that revaluation gains are excluded 
from EPRA. This effect can be seen directly in the revaluation line of direct and subsidiary assets 
consolidated under IFRS and also within the associate contribution under IFRS, which contains 
revaluation movements within the associates, as well as recurring earnings.  
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Exhibit 7: 2012 results comparison, IFRS vs EPRA vs HGB 
 2011 2012 
 IFRS EPRA/FFO HGB IFRS EPRA/FFO HGB 
Total revenue 13.36 13.36 4.01 13.58 13.58 3.83 
Direct Property Expenses (4.61) (4.61) (1.70) (5.19) (5.19) (1.68) 
Net rental income 8.75 8.75 2.34 8.39 8.39 2.13 
Administration costs (2.34) (2.34) (1.38) (2.60) (2.60) (1.63) 
Operating result 6.41 6.41 0.96 5.79 5.79 0.49 
Revaluations 0.26   0.02   
Income from participations 3.23 4.90 2.52 1.21 5.34 3.57 
Disposal profits 0.02   0.05   
Net interest (4.52) (4.70) (2.77) (4.65) (4.23) (2.97) 
Minorities (0.85) (1.10)  (1.24) (1.31)  
Net income  4.55 5.51 0.71 1.18 5.59 1.08 
Source: Company data 

Focusing on the fully consolidated IFRS results, 2012 net rental income fell slightly (4.2%) despite 
an increase in gross rentals (3.3%), owing to higher re-letting costs, including refurbishment 
expenses and tenancy arrangement commissions paid to ICIS. IFRS earnings were down 74% to 
€1.2m, substantially as a result of lower revaluation gains in the consolidated assets and more 
substantial fair value downgrades in the associate portfolio. The impact can be seen in the 
EPRA/FFO profits, which adjust for this impact as well as interest rate swap valuation changes. 
EPRA/FFO profits were up 2% at €5.6m, a similar level to recent years. Profits under HGB were 
just €1.08m, as they do not consolidate the subsidiaries or include the revaluation gains and losses 
under IFRS. However, HGB profits were 52% higher y-o-y, owing to higher income (dividends) from 
participations than in the previous year.  

Company guidance 
The company regularly guides the market on its expectations for the development of the business, 
but this guidance has historically been very conservative compared with the actual outcome. In 
each of the past five years, profits have exceeded the guidance given at the start of the period and 
on average actual profits have exceeded guidance by 33%. 

Exhibit 8: Company guidance history 

 
Source: Fair Value REIT 

For the next two years the company anticipates that revenues will fall, primarily because of asset 
sales, but that this will be compensated for by lower expenses and lower interest costs (on lower 
debt), to keep underlying (excluding valuation movements) EPRA earnings broadly flat. We believe 
this could be a conservative assessment of the prospects as before. The 1Q13 results showed 
some evidence of this, with gross rental income down 10%, but adjusted earnings up 14%, owing to 
lower finance costs and higher associate income, in spite of significant re-letting costs, which 
depressed net rental income. Management is forecasting gross disposals of up to €52m in 2013-14, 
of which FVI’s ownership share would be €25.5m (compared with proportionate assets of €212.9m 
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at the end of 2012), evenly split between consolidated assets and associate holdings. It is expected 
that these will be heavily weighted towards 2013 (90%), so the effect on earnings will start to be felt 
from this year, but more fully in 2014. On 29 April 2013, the company announced the disposal of 
two directly owned properties and one property within a 56.7% owned subsidiary, sold at an 11% 
premium to their end 2012 NAV.  

Exhibit 9: The company’s asset disposals forecast (€m) 
 2013 2014 Total 
Consolidated Assets    
Total value 21.0 5.0 26.0 
FVI share 12.0 3.5 15.5 
Associates    
Total value 26.0 0.0 26.0 
FVI share 10.0 0.0 10.0 
Total Group 47.0 5.0 52.0 
FVI share 22.0 3.5 25.5 
Source: Fair Value REIT 

As in previous years, we expect that management guidance is likely to prove conservative, as it 
assumes asset disposals, but no reinvestment. Not only is management indicating its intention to 
invest by proposing the capital increase, if it sells assets without re-investing, the balance of debt 
and equity will become inefficient. If the planned disposal proceeds are not reinvested net gearing 
would fall sharply to 41% this year and 30% in 2014, which would be sub-optimal for the group.  

Exhibit 10: FVI management vs Edison estimates  
 Management Edison 

€m 2013e 2014e 2013e 2014e 2013e 2014e 2013e 2014e 
 €m €m Change Change €m €m Change Change 

Net Sales 12.8 10.8 -5.7% -15.6% 12.9 13.0 -5.2% 1.1% 
Net rental income 8.0 7.5 -4.6% -6.2% 7.6 8.4 -8.9% 10.5% 
Operating result 6.0 5.5 3.7% -8.3% 5.3 6.1 -9.5% 15.3% 
Associates 4.3 4.5 -19.5% 4.7% 4.5 4.6 -16.6% 2.2% 
Net interest -3.6 -3.2 -14.8% -11.1% -4.0 -3.8 -4.2% -7.2% 
Minorities -1.4 -1.2 6.9% -14.3% -0.9 -1.1 -29.9% 17.8% 
EPRA Earnings 5.3 5.6 -5.3% 5.7% 4.9 5.8 -12.5% 17.8% 
Source: FVI 2012 Annual Report  

Edison forecasts 
Our forecasts for the consolidated assets include the €1.5m of disposals made so far in 2013, but 
we do not include future disposals, or indeed the acquisitions that we feel management is equally 
likely to undertake. We forecast a 5% fall in gross rentals this year (2% growth in rental rates offset 
by the impact of completed disposals) and a 1% rise in 2014 (increased rental rates and no impact 
from disposals). The slight increase in the external valuations of consolidated assets in 2012 
supports our expectation of some growth in rental rates. We expect net property expenses to 
moderate in 2014 because of the exceptional re-letting costs in 2012 and 1Q13, such that net rental 
income is expected to increase 10% in 2014 after declining 9.5% this year. 

For the associate investments there should be a positive impact in 2013 and more in 2014, from the 
refinancing of expensive fixed rate debt on maturity and some pressure on rental income from long-
term lease expiry. More than €141m of associate fixed-rate borrowing expires in 2013 with effective 
interest rates of 5-6.5% (average c 6%), which we estimate may be possible to reduce towards 3%. 

FVI has one significant lease expiry in 2013, where management estimates the rental rate, which 
was contracted in a more buoyant market, could halve. However, FVI’s holding in the associate is 
just 25% and its ownership share of the property represents just 2.6% of its €212.9m aggregate 
proportionately owned portfolio. In 2015, there is another significant expiry within a 38% owned 
associate, where management estimates that the property rental income could fall by a third. FVI’s 
share of the ownership of this property is just 6.4% of its aggregate proportionately owned portfolio. 
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Overall for the associates, we forecast profit of €4.5m in 2013. Our forecast is ahead of 
management guidance for the associates, because we are not factoring in disposals. 

Unlike management we are not forecasting a decline in administrative expenses (guidance is €2.0m 
after €2.6m in 2012), because we are not factoring in further disposals and related cost savings. In 
our forecasts, group consolidated debt (excluding the unconsolidated associate investment debt) 
falls by €6m to €77m in 2013, including just €1.5m of disposals and net interest expense falls 13% 
to €4m as a result. With no revaluation gains or losses forecast, there is no difference between 
FFO/EPRA earnings and IFRS for which we expect 18% growth in 2014 after falling 12% in 2013.  

Cash flow and balance sheet 
We are forecasting free cash flow of approximately €6m for 2013-14, split fairly evenly between 
consolidated and associate income. The majority will be available for debt repayment and could be 
boosted by further asset sales. Six directly held properties were sold in 2012, at an average of 8% 
above market value, so management is prepared to take advantage of the increased interest in 
secondary property to sell non-core assets at a premium to NAV. However, another use of cash flow 
could be to increase holdings in its participations, so they can be consolidated, to reduce the 
complexity of the corporate structure and spread the central overhead more efficiently. Dividends 
are forecast to increase in line with HGB EPS, so the cash payout should rise to €1.1m by 2014.  

The group had a net loan to value (LTV) ratio of 57% at the end of 2012 on a look-through basis 
(adjusted for cash and its proportion of the portfolio), as €8m of debt was repaid. An equity to real 
estate assets ratio of 53% is also easily sufficient for the company to meet the 45% requirement for 
German REITs. However, the LTV of the directly owned assets alone was 70%, versus a maximum 
of 75% allowed under the loan covenant. In 2012 FVI refinanced a €5m loan funding their 
investments in participations. The loan is at a variable rate, with a shorter maturity and no covenant 
tests, with a margin of 500 basis points over Euribor.  

We estimate a reduction in the aggregate value of the wholly owned properties of more than 7% 
would breach the loan covenant, but with an average contractual yield of 6.9% at year-end and only 
one small property yielding above 10%, this is perhaps less of a short-term risk than in the 
subsidiary (8.7% contractual yield) and associate property portfolios (8.8% annual yield). We 
believe that the higher LTV may well be part of the reason for selling smaller, less strategic, directly 
held assets at NAV, or close to it, in order to reduce the debt burden.  

Exhibit 11: Debt refinancing schedule (% per year) 

 
Source: Fair Value REIT 

This contrasts with the situation in the minority holdings, which have a gross LTV of 60% (both in 
the subsidiaries and associate portfolio), but have average contractual yields of 8.7% and 8.8%, 
compared with a portfolio average of 8.4% and a sustainable average of c.7.0-8.5%. Within the 
average there are subsidiary holdings yielding as much as 12% and associates as much as 14.8%, 
even excluding the two main assets downgraded in 2012, so there is clearly a risk that rental rates 
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and valuations could fall when current leases expire. Therefore, the risk here is that further asset 
downgrades could hit the group’s NAV, rather than leading to covenants being breached, which 
again could explain the recent sale of a subsidiary asset yielding nearly 13%. We therefore expect 
net debt to continue to be reduced to €64m by 2014, even without disposals. 

Exhibit 12: Group LTV ratios 

 
Source: Fair Value REIT 

Potential returns on new capital 
To support an anticipated acquisition of retail properties, FVI had recently been considering 
proposing a capital increase of 20m new shares, in a ratio of 2:1 for each existing share, to raise up 
to €100m at a minimum subscription price of €5 per share. This acquisition has stalled, but 
alternative acquisitions are being considered. Assuming these negotiations progress and FVI 
proposes a similar capital increase to shareholders later in the year (in reality, the amount and 
terms could differ, depending on the actual transaction agreed), FVI’s net assets should increase 
substantially (from 2013e €91m to €191m), although pro forma NAV per share would fall by 33% 
(from €9.70 per share to €6.50 for 2013e). At €6.50, the pro forma discount to NAV would still be 
34% (peer average c 20%) and for an investor to ‘break even’ (after adding two new shares at €5 to 
an existing share at €4.29) the shares would need to trade at a price of €4.76 after the transaction, 
a discount to the pro forma NAV of 27%. This would be possible if the return on the cash raised 
improves sufficiently for investors to justify a narrowing of the discount towards FVI’s peers. 

Exhibit 13: Ex rights 2013 NAV calculation assuming 20m new shares issued at €5 (€m) 
 2012 2013e 
EPRA NAV 86 91 
EPRA NAVPS (€) 9.3 9.7 
Capital raise 100 100 
Pro forma NAV 186 191 
Pro forma shares in issue 29.3 29.3 
NAVPS 6.35 6.5 
Dilution -31% -33% 
Ex rights price 4.78 4.78 
NAV discount at ex-rights price -25% -27% 
NAV discount at current price -32% -34% 
Source: Fair Value REIT, Edison Investment research 

To illustrate the potential impact on profits we assume that €100m of equity is raised and invested in 
€250m of wholly owned property assets, using €150m of debt with an LTV of 60%. We have 
assumed a gross rental yield on acquisition of 8% and a net rental yield of 6.4%, after similar direct 
property costs to those incurred by the existing portfolio. The additional net rental income generated 
by the additional properties is €16m. From this we deduct €1.6m of variable administration costs, 
which is our estimate of the marginal costs of adding new property to the portfolio. In addition, 
under HGB there is a non-cash depreciation charge of €3.5m, levied at 2% a year on the property 
value (excluding the land value). We estimate that approximately a third of group administration 
costs are variable (excluding valuation, legal and fund management fees), which means that for 
every additional €1m of rental income the net income margin would be reduced by 10%. Finally we 
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assume debt costs of 3.75% and an interest charge of €5.6m, resulting in an IFRS pre-tax profit of 
€8.8m (€5.3m under HGB) and a pre-tax return on equity of 8.8% (5.3% under HGB). As a REIT, 
FVI should avoid tax on this income by distributing the profits.  

The HGB profits would be distributable, increasing the payout and dividend yield significantly from 
€1.2m this year on the company’s guidance, to €6.5m. Distributable earnings per share would 
increase 71% from €0.13 to €0.22, the majority of which we would expect to be paid in dividends. 
Assuming a 90% payout, this would produce a dividend per share of €0.20 and a yield of 4.1%, 
much closer to the peer average of 5%. This level of dividend would represent a 61% payout of 
IFRS earnings, compared with 17% in 2012. The investment decision would then rest on whether 
investors believe the improvement in returns and dividend payout would be enough for the NAV 
discount to narrow in line with the peer average of 22%. The main risks in this scenario are: lower 
yields on acquisition, higher property or administration costs, or an increase in interest rates.  

Exhibit 14: Potential return on new equity 
 IFRS German GAAP / HGB 
New Equity 100 100 
Assumed debt (@ 60% LTV) 150 150 
Total investment 250 250 
Assumed gross yield 8% 8% 
Gross rental income 20.0 20.0 
NRI Margin 80% 80% 
Net rental income 16.0 16.0 
Depreciation (@ 2% a year on the building value of 70% of the total investment cost)  3.5 
Variable admin costs @ 10% of NRI 1.6 1.6 
Interest charge (@ 3.75%) 5.6 5.6 
PBT 8.8 5.3 
ROE 8.8% 5.3% 
Source: Fair Value REIT, Edison Investment Research 

Portfolio Valuation 
The portfolio is valued annually by CB Richard Ellis in Frankfurt, using the valuation standards of 
the Royal Institute of Chartered Surveyors (RICS). The market values of individual properties are 
established using a discounted cash flow methodology, which capitalises the rental income stream 
at a market derived yield and incorporates a range of property-specific valuation parameters 
relating to rental rates, renewals and vacancies etc. The property values are then adjusted for FVI’s 
ownership stake and aggregated to reach FVI’s share of the portfolio value. As discussed above, 
the risk of further valuation downgrades seems greatest in the minority portfolio, where average 
yields are higher and there are individual properties with particularly high contractual yields, which 
could suggest further potential downward rental adjustments when leases expire. Any imminent 
movements should have been factored into the most recent year-end valuation, as in Munich and 
Eisenhuettenstadt, but with 50% of leases expiring over the next five years, the risk remains. 

Performance and valuation 

FVI was floated in November 2007 and its early price and NAV performance were negatively 
affected by the financial crisis that quickly unfolded. It closed 2007 at €6.90, compared with an NAV 
of €10.06, having floated just below €11 a few weeks earlier. Exhibit 15 shows the development of 
NAV total return (the change in NAV during the year plus dividends paid) in the period since, for FVI 
and selected peers (Prime Office REIT only floated in 2011). 2008-09 continued to be difficult for 
FVI and most peers, but a gradual recovery has been underway since 2010.  
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Exhibit 15: NAV total return (IFRS basis) 
 2008 2009 2010 2011 2012 Compound return 
Alstria Office REIT -7.9% -9.0% -0.4% 0.2% 0.3% -3.5% 
Hamborner REIT -4.1% 1.3% -12.9% 4.2% -3.1% -3.1% 
Prime Office     -4.3% -4.3% 
Vib Vermoegen 0.8% 9.0% 6.4% 1.1% 9.8% 5.4% 
Fair Value REIT  -18.9% -4.7% 2.8% 4.4% 1.6% -3.3% 
Source: Company data, Edison investment research 

We are forecasting three-year compound growth of 5% in IFRS NAV (and also EPRA NAV) over the 
next three years. EPRA NAV adjusts for movements in the fair value of financial instruments 
including derivatives. This increase is entirely driven by retained earnings and does not include 
forecast valuation changes, either up or down. 

Exhibit 16: NAV forecasts 
 2012 2013e 2014e 2015e 
Reported NAV/share (€) 8.3 8.7 9.2 9.8 
EPRA NAV/share* (€) 9.3 9.7 10.2 10.7 
P/NAV (x) (reported) 0.53 0.51 0.48 0.45 
P/NAV (x) (EPRA) 0.48 0.46 0.43 0.41 
Source: Company Data, Edison Investment research. Note: *EPRA NAV adjusts financial instruments and 
other distortions. 

We are comparing FVI to four of the most closely related peers in the German REIT space, which 
have a similar corporate and regulatory structure, so provide the most relevant comparisons. FVI is 
significantly smaller by value than the peers listed and appears to be trading at a substantial 
discount to the market average. Although there is some additional volatility risk to FVI shares 
associated with the lower market value and consequential lower liquidity, the relative discount of 
39% for P/NAV on the EPRA measure for 2012 is high. 

Exhibit 17: Sector comparatives 
 Market cap P/NAV (EPRA) Yield 
 €m   2012 2012 2013e 2014e 
Alstria Office 772   0.93 5.2% 5.4% 5.6% 
Hamborner REIT 339   0.99 5.3% 5.9% 6.3% 
Prime Office REIT 210   0.45 4.5% 1.8% 3.1% 
VIB Vermoegen 214   0.77 3.5% 4.1% 4.3% 
Average 1,534   0.78 4.6% 4.3% 4.8% 
Fair Value REIT 41   0.48 2.2% 2.5% 2.5% 
Source: Company Data, Bloomberg. Note: Priced as at 21 May 2013. 

The market appears to be penalising FVI not only for its lack of size and liquidity, but also for its 
corporate structure and unclear timing over execution of its strategy. Of course, as a result of the 
corporate structure, FVI’s distributable earnings under HGB are so much lower than under IFRS, 
thus restricting the level of pay-out and the value that investors may pay for that NAV. We expect 
this situation to improve gradually, as FVI is able to acquire full ownership of more of its portfolio.  

Sensitivities 

The main sensitivities for FVI’s earnings are rental rates, occupancy, interest costs and revaluation 
gains. The most imminent risks are the effect on occupancy and rental rates of the lease expiries in 
2013 and 2015. As discussed, the effects should be mitigated by the minority holding FVI has in the 
related properties. In subsequent years the expiry schedule is less onerous, with less than 10% of 
the portfolio up for renewal. The financing risk also appears to be mitigated, as the majority of 
parent company debt was refinanced in 2012 (18% is to be refinanced in 2013) and FVI expects 
refinancing at the associate level this year to lead to a fall in the average interest cost. Although the 
margins banks are offering have increased, Euribor is significantly lower than when the majority of 
these loans were agreed.  
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FVI has a relatively cost efficient structure via the outsourcing of its property management and 
accounting functions, enabling management to concentrate on portfolio management. The main 
company providing third-party services is IC Immobilien Service (ICIS), a subsidiary of IC 
Immobilien Holding, which is an 18% shareholder. This is not an ideal situation for minority 
investors, but the annual fees paid to ICIS under these contracts are currently €0.379m. The main 
advantage of this corporate structure, other than costs, is that it enables the business model to be 
scalable and should allow the group to increase the number of properties in the portfolio, without 
adding significant additional administration costs. However, the structure is complex, unclear for 
investors and does not maximise dividend payout capacity. It also makes rationalising the portfolio 
more difficult, if the group is trading at an NAV discount, unless it sells assets to raise capital. 

Exhibit 18: Financial summary 
    2009 2010 2011 2012 2013e 2014e 
Yr to December  €m  IFRS IFRS IFRS IFRS IFRS IFRS 
PROFIT & LOSS           
Total Revenue       12.2 14.4 13.4 13.6 12.9 13.0 
Net property expenses    (3.7) (4.9) (4.6) (5.2) (5.2) (4.6) 
Net rental income    8.5 9.5 8.8 8.4 7.6 8.4 
Admin/Other    (2.7) (2.3) (2.3) (2.6) (2.4) (2.4) 
EBITDA       5.8 7.2 6.4 5.8 5.3 6.1 
Intangible Amortisation    0.0 0.0 0.0 0.0 0.0 0.0 
Revaluations    (6.4) (4.2) 0.3 0.0 0.0 0.0 
Associates/Other    1.2 3.8 3.3 1.3 4.6 4.6 
EBIT    0.7 6.7 9.9 7.1 9.9 10.6 
Net Interest    (4.5) (4.8) (4.5) (4.6) (4.0) (3.8) 
Profit before tax (norm)       2.5 6.2 5.1 2.4 5.8 6.9 
Profit Before Tax (IFRS)       (3.9) 2.0 5.4 2.4 5.8 6.9 
Tax    0.0 0.0 0.0 0.0 0.0 0.0 
Minority interests    0.9 0.3 (0.9) (1.2) (0.9) (1.1) 
EPRA Net income     6.0 5.8 5.5 5.6 4.9 5.8 
Net income (IFRS)    (2.9) 2.2 4.6 1.2 4.9 5.8 
          Average Number of Shares Outstanding (m)   9.3 9.3 9.3 9.3 9.3 9.3 
EPRA EPS - adjusted (€)       0.65 0.62 0.59 0.60 0.53 0.62 
EPS - adjusted and fully diluted (€)     0.65 0.62 0.59 0.60 0.53 0.62 
EPS - (IFRS) (€)       (0.31) 0.24 0.49 0.13 0.53 0.62 
Dividend per share (€)    0.00 0.10 0.08 0.10 0.12 0.12 
          Net Rental Margin (%)    69.9 66.0 65.5 61.8 59.4 64.9 
EBITDA Margin (%)    47.8 49.9 48.0 42.6 40.8 46.6 
EBIT Margin (%)    5.5 46.7 74.3 52.0 76.7 81.6 
          BALANCE SHEET          
Fixed Assets       185.4 177.1 179.7 176.3 174.9 174.9 
Intangible Assets    0.0 0.0 0.2 0.1 0.1 0.1 
Tangible Assets    185.0 176.8 179.5 176.1 174.8 174.8 
Other    0.3 0.3 0.0 0.0 0.0 0.0 
Current Assets       18.4 18.2 11.0 8.5 9.3 8.9 
Non current assets for sale    8.2 2.5 1.1 0.0 0.0 0.0 
Debtors    1.8 3.7 2.1 2.6 2.5 2.5 
Cash    8.3 12.0 7.7 5.9 6.8 6.4 
Other    0.1 0.1 0.1 0.1 0.1 0.1 
Current Liabilities       (6.5) (14.1) (40.4) (15.5) (14.7) (13.6) 
Creditors    (2.2) (2.6) (2.2) (2.4) (2.4) (2.3) 
Short term borrowings    (4.3) (11.5) (38.2) (13.1) (12.3) (11.3) 
Long Term Liabilities       (109.3) (92.8) (58.7) (76.6) (72.2) (67.1) 
Long term borrowings    (104.0) (87.6) (52.8) (69.9) (65.4) (60.3) 
Other long term liabilities    (5.3) (5.2) (5.9) (6.8) (6.8) (6.8) 
Net Assets       88.0 88.4 91.5 92.7 97.4 103.1 
          CASH FLOW          
Operating Cash Flow       (1.3) 5.1 3.7 3.3 10.0 10.5 
Net Interest     0.0 0.0 0.0 0.0 (4.0) (3.8) 
Tax    0.0 0.0 0.0 0.0 0.0 0.0 
Capex    0.3 7.9 1.2 3.6 1.3 0.0 
Acquisitions/disposals    2.0 (0.0) (0.2) 0.0 0.0 0.0 
Financing    (0.3) (0.1) (0.0) 0.0 0.0 0.0 
Dividends    0.0 0.0 (0.9) (0.7) (1.1) (1.1) 
Net Cash Flow    0.7 12.9 3.8 6.2 6.2 5.6 
Opening net debt/(cash)       100.8 100.0 87.1 83.3 77.1 70.9 
Other    0.0 (0.0) 0.0 0.0 (0.0) (0.0) 
Closing net debt/(cash)       100.0 87.1 83.3 77.1 70.9 65.3 
Source: Edison Investment Research, company accounts 
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Contact details Revenue breakdown 
Leopoldstrasse 244 
80807 Munich 
Germany 
+49 (0) 89/929 28 15-01 
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CAGR metrics Profitability metrics Balance sheet metrics Sensitivities evaluation 
EPS 2011-14e 14.1% 
EPS 2009-14e N/A 
EBITDA 2011-14e 2.3% 
EBITDA 2009-14e 3.3% 
Sales 2011-14e 1.9% 
Sales 2009-14e 3.0% 
 

ROCE 2012 3.5% 
Avg ROCE 2010-14e 3.6% 
ROE 2012 6.0% 
Net rental margin 2012 65.2% 
EBITDA margin 2012 47.1% 
EBIT margin 2012 42.2% 
 

Net Gearing 2012 78% 
Average LTV 2012 47% 
Equity Ratio 2012 55% 
Cost of debt 2012 4.9% 
Interest cover 2012 1.4 
CA/CL 2012 0.6 
 

Litigation/regulatory  
Pensions  
Currency  
Stock overhang  
Interest rates  
Oil/commodity prices  
 

 

Management team  
CEO: Frank Schaich Chairman of the supervisory board: Professor Dr Heinz Rehkugler 
Frank Schaich has been CEO of Fair Value since September 2007, and was 
previously a member of IC Immobilien Holding’s management board, responsible 
for the fund business and executive in various departments at IC GmbH. 

Professor Dr Heinz Rehkugler is professor for real estate investments at 
Steinbeis University, Berlin, and scientific director of the Centre for Real Estate 
Studies at DIA Freiburg and Steinbeis University. 

Deputy chairman of the supervisory board: Dr Oscar Kienzle Member of the supervisory board: Christian Hopfer 
Dr Oscar Kienzle is the founder of the IC GmbH. Until August 2011 he was CEO 
of IC Immobilien Holding. He is a Fellow of the Royal Institute of Chartered 
Surveyors (FRICS). 

Christian Hopfer held various positions at IBM Germany, the Realkredit und 
Finanzierungsgesellschaft Berlin, coop AG and SEB AG. He became an interim 
manager at SchmidtBank in January 2002, supervising SchmidtBank’s real 
estate holdings and leased premises. 

 

Principal shareholders (%) 
HFS Zweitmark 30.5 
IC Immobilien 18.1 
IFB 5.4 
Bayerische Beamten 3.8 
MKVV 3.1 
Own shares 0.9 
Free Float 38.4 
 

 

Companies named in this report 
Alstria Office (AOX GY), Hamborner REIT (HAB GY), Prime Office REIT (PMO GY), VIB Vermoegen (VIM GY) 
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Forward-looking information or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown 
risks, uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations. For the purpose of the FAA, the content of 
this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in relation to acquiring or disposing (including refraining from acquiring or 
disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is intended only as a “class service” provided by Edison within the meaning of 
the FAA (ie without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making an investment decision. To the maximum extent permitted by law, Edison, its 
affiliates and contractors, and their respective directors, officers and employees will not be liable for any loss or damage arising as a result of reliance being placed on any of the information contained in this report and do 
not guarantee the returns on investments in the products discussed in this publication. FTSE International Limited (“FTSE”) © FTSE 2013. “FTSE®” is a trade mark of the London Stock Exchange Group companies and is 
used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors accept any liability for any errors or omissions in the 
FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent. 
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