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Underlying interim results were effectively looking backwards to a period 
of portfolio rationalisation and declining rental income. Meanwhile, Fair 
Value REIT (FVI) has been making considerable progress with its growth 
strategy, investing directly in properties previously owned by subsidiaries, 
increasing its investment in existing subsidiaries, and adding the new 
closed-end real estate fund subsidiary (BBV08). Management guidance 
anticipates further investments over 2015 and 2016 that have the potential 
to significantly increase our estimates further (based on the current 
structure). Meanwhile, a voluntary public takeover offer for FVI by Demire 
has been proposed. The move is welcomed by management and would see 
the creation of a larger, more diversified player, with c €1bn in gross 
assets. 

Year end Revenue 
(€m) 

EPRA net profit* 
(€m) 

EPRA EPS* 
(€) 

DPS 
(€) 

P/NAV 
(x) 

Yield 
(%) 

12/13 36.4 6.4 0.69 0.25 0.90 3.1 
12/14 30.1 4.4 0.47 0.25 0.94 3.1 
12/15e 29.3 5.5 0.44 0.25 0.88 3.1 
12/16e 31.0 6.8 0.48 0.28 0.86 3.5 

Note: *Net profit and EPS are on an underlying EPRA basis (also referred to as FFO), 
excluding valuation movements and exceptional. P/NAV is also on an EPRA basis. 

Investments looking forward 
Management says that the decline in H115 underlying earnings on an EPRA basis 
(or FFO) to €2.1m from €2.5m in H114 was as expected, reflecting lower rents on a 
smaller portfolio and cost increases related to the growth strategy. Statutory IFRS 
profits increased, including one-off gains on new investments at prices below fair 
value, but the investments did not contribute to H1 underlying earnings. There is 
plenty of room to gear up the H1 capital increase for further investment and 
management guidance implies significant upside to our forecasts when this occurs. 
We explore this in detail on page 8.  

Potential combination with Demire 
On 31 July, FVI and Deutsche Mittelstand Real Estate (Demire) jointly announced 
their intention to seek a combination by way of a voluntary public exchange offer for 
all of the shares of FVI. Demire has indicated that it intends to offer two new Demire 
shares for each FVI share, by way of a capital increase in kind and subject to 
approval by its shareholders at an EGM scheduled for 14 September. FVI 
management has welcomed the proposed combination, believing the two 
companies to be complementary and that the scale of the enlarged group will 
provide operational and financial synergies as discussed on page 4.  

Valuation: Growth creating value 
P/B (c 0.9x FY16e) and P/E (c 17.0x FY16e) are broadly in line with peers, 
although the P/E could fall to c 10x and the yield increase to c 5% if management 
meets its targets, based on further investment. Further NAV gains on acquisitions 
below fair value seem likely.  
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Highlights of the interim results 

The recently reported interim results for the six months to 30 June 2015 provide very little insight 
into the effect of FVI’s renewed growth strategy. In operational terms they look back over a period 
that was still showing the effects of portfolio optimisation and rationalisation. However, recently 
completed investments did appear in the balance sheet and generated material one-off gains that 
lifted the statutory IFRS profits.  

 The investment portfolio at 30 June had a value of €306m and an annualised contracted rent of 
€25.4m, compared with €281m/€23.7m at 31 December. It comprised 44 properties (31 
December: 43) with an occupancy rate of 91.8%, slightly up from 91.5% at 31 December. The 
weighted average unexpired lease term of 4.7 years compared with 5.0 years at year-end. The 
first-time consolidation of BBV08 at 30 June brought three new properties into the group.  

 Rental income of €11.1m was 8% down on the previous year and net rental income of €8.3m 
was down 11% This was mainly due to the sale of non-strategic properties with some increase 
in property-related operating expenses.  

 Direct acquisition of properties from partially owned subsidiaries, further acquisition of minority 
interests in existing subsidiaries, and investment in a new subsidiary (BBV08) generated non-
cash gains of €4.1m, being effected at acquisition prices below fair value. 

 Excluding these one-off items, the operating result was 6.4m, 21% below the previous year. 
General administrative expenses increased notably to €1.8m compared with €1.4m in the 
previous year. The new growth initiatives generated additional consulting fees during the period 
while the anticipated increase in expenses required to support FVI’s growth ambitions appears 
to be faster than we had anticipated. The increase in personnel costs also reflects variable 
compensation benefits for the board.  

 The reduction in the operating result was significantly offset by a reduction in net interest 
expense, resulting from lower average debt as well as a lower cost of debt. At €2.3m this was 
15% lower than in H114.  

 The statutory IFRS net profit was €6.3m or €0.59 per share on a fully-diluted basis compared 
with €2.1m or €0.23 per share in H114. In addition to the other factors referred to above, non-
controlling interest as a share of the subsidiary profits was also lower, reflecting FVI’s increased 
ownership.  

 Underlying profit on an EPRA basis (or FFO), which excludes the one-off gains and valuation 
movements, was €2.1m or €0.20 per share on a fully-diluted basis compared with €2.5m/€0.26 
in the prior year. 

 Net assets were €117.0m on both an IFRS and an EPRA basis compared with €78.3m and 
€79.2m respectively at 31 December. The change reflects the profit for the period, €2.3m of 
dividends paid, and net proceeds of €34.7m from the May 2015 capital increase. In per share 
terms, and after payment of €0.25 per share in dividends to existing shareholders before the 
capital increase, EPRA NAV was €8.34 compared with €8.49 at 31 December. 

 Reflecting the fact that FVI is yet to fully invest and leverage the proceeds of the capital 
increase, the REIT equity ratio (of shareholders’ equity to ‘immovable’/property assets) was 
59.4% compared with 49.2% at 31 December. 

 Earnings and dividend guidance has been provided for 2015 and 2016. Implicit in this guidance 
is management’s expectation that it will continue to acquire non-controlling interests in 
subsidiary companies, substantially eliminating these by the end of 2016. We discuss this in 
more detail in the financial section on page 7. For 2015, the management board expects FFO 
before non-controlling interests to be in the range of €9.8-10.2m, and within a range of €6.9-
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7.2m after non-controlling interests. Using average shares of 12.38m, based on the current 
share count of 14.03m, this equates to FFO of €0.56-0.58 per share. For 2016 management 
expects FFO before non-controlling interests to be in the range of €11.0-11.5m, and within a 
range of €10.0-10.5m after non-controlling interests. Based on the current share count, this 
equates to FFO of €0.71-0.82 per share. On this basis, dividends per share are guided to €0.25 
in 2015 (unchanged on 2014 but on an increased number of shares and corresponding to the 
targeted c 50% pay-out of FFO) and €0.36-0.41 in 2016. We have reduced our 2015 dividend 
forecast to €0.25 per share (from €0.28), in line with management guidance, but we have left 
our 2016 forecast at €0.28 per share. This is based on our estimates for the business as it 
stands today, not yet reflecting management’s intended actions (see financial section on 
page 7).  

 The guidance above refers to FVI on a stand-alone basis. It should be noted that on 31 July 
Deutsche Mittelstand Real Estate (Demire) announced its intention to make a voluntary public 
takeover offer for FVI. FVI management has welcomed the approach as a way to accelerate its 
growth ambitions, subject to a formal bid confirming an acceptable exchange ratio of Demire 
shares for FVI shares. We discuss the potential combination in depth on page 4. 

Progress on growth plans 

Having taken advantage of improved conditions in the German commercial real estate market to 
accelerate the reorganisation of its existing portfolio, H115 saw FVI put in place the capital 
resources to fund the first stages of its growth strategy. In January it raised €8.5m with a non-
dilutive convertible issue and in May raised €34.7m net of expenses in a capital increase priced at 
€7.9 per share. 

FVI has indicated that that it will seek to grow its directly-owned portfolio, increase its ownership of 
existing subsidiaries while continuing to optimise its portfolios and seeking to liquidate them entirely 
where appropriate, and invest in new participations in closed-end real estate funds where it is able 
to consolidate these. 

During H115, FVI added a hotel property in Dresden to its directly owned portfolio, acquiring it for 
€9.0m (less than the end-2014 fair value of €9.9m) from the IC15 subsidiary. It has also announced 
its agreement to acquire three additional properties from the IC13 subsidiary, in Langenfeld, 
Neubrandenburg, and Potsdam. These acquisitions have since completed at an investment cost of 
€17.5m (end-2014 book value of €18.6m).  

FVI’s ownership in six existing subsidiaries was increased. It acquired 329 individual investments 
from co-partners in the closed end funds at a cost of c €3.1m, including transaction costs. The 
€1.7m difference between the acquisition cost and the c €4.8m of net assets acquired was reported 
as a one-off gain in the IFRS profits.  

The acquisition of a new majority (54.1%) investment in the closed-end real estate fund BBV08 was 
effective from 30 June, adding one new subsidiary. We previously wrote at length about this 
investment in our update note, although FVI’s eventual holding is slightly higher than indicated at 
the time. The €2.2m difference between the total acquisition cost of €8.6m and the €10.8m of net 
assets acquired was reported as a one-off gain in the IFRS profits. At the time of the acquisition, 
FVI said it expected a c €1.0m recurring uplift to FFO after non-controlling interests on an 
annualised basis.  

FVI states that it has invested c €27.7m in these initiatives, or nearly two-thirds of the €43.4m 
proceeds from the convertible bond and capital increase. In its calculation it includes the €9.0m 
Dresden hotel investment, the €3.1m invested in existing subsidiaries, the €8.6m investment in 
BBV08, and the repayment of €7.0m of relatively expensive (5.0% margin) debt. On this basis, the 

http://www.edisoninvestmentresearch.com/research/report/fair-value-reit8
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completion of the further investment of €17.5m (in the 3 IC13 properties) would effectively see all of 
the convertible bond and equity raised proceeds invested. However, we prefer to look at how much 
potential remains for investment by utilising an appropriate amount of gearing leverage alongside 
the equity proceeds.  

It is clear from management’s forward-looking guidance that it expects to make further significant 
acquisitions of non-controlling interests in existing subsidiaries and/or acquire for direct ownership 
further properties from subsidiary portfolios. This looks for non-controlling interests of €2.9-3.0m in 
2015 and between zero and €1.0m in 2016. In H115, non-controlling interests were an underlying 
€1.9m and we estimate that the newly consolidated subsidiary BBV08 will add c €1.0m pa. 

We discuss this in detail in the financial section on page 7 and conclude that our existing estimates 
(that do not assume further investment) and management guidance are both consistent and that 
the latter is within FVI’s financial resources.  

Proposed combination with Demire 

On 31 July, FVI and Deutsche Mittelstand Real Estate (Demire) jointly announced their intention to 
seek a combination by way of a voluntary public exchange offer for all of the shares of FVI. Demire 
has indicated that it intends to offer two new Demire shares for each FVI share, by way of a capital 
increase in kind and subject to approval by its shareholders at an EGM scheduled for 14 
September. 

At the time of the announcement, the proposed exchange ratio represented a 37.2% premium to 
the FVI share price as at 30 July, and a 27.6% premium to the trade-weighted share price of the 
previous three months. At current prices, the implied value of the potential offer (two Demire shares 
at €4.40) is a c 10% premium to the FVI share price. Demire management believes that this 
premium is justified by the potential for additional value creation that the deal offers. If approved by 
Demire shareholders at the EGM, it is expected that an offer document will be available to FVI 
shareholders on or around 28 September, and FVI management is expected to provide its formal 
response around mid-October. If accepted by a majority of FVI shareholders, completion by the end 
of the year is targeted. The offer will be dependent upon 50.1% acceptance and capped at 94.9% 
to avoid the triggering of land transfer tax. FVI shareholders representing 23.21% of the share 
capital have given irrevocable acceptances. These include the subsidiaries of Obotritia Capital (a 
22.1% shareholder), founded by FVI supervisory board chairman, Rolf Elgeti, and Kienzle 
Vermoegensverwaltungs, controlled by the deputy chairman of the FVI supervisory board, Dr Oscar 
Kienzle.  

FVI management has welcomed the proposed combination, believing the two companies to be 
complementary and that the scale of the enlarged group will provide operational and financial 
synergies.  

Demire has been rapidly executing strategic refocus 
Following significant changes in ownership, Demire (formerly known as Magnat Real Estate) has 
since the middle of 2013, been focused on creating a cash-generating German commercial real 
estate investment portfolio, supported by asset management initiatives. As Magnat, the company 
had followed a strategy of real estate development in markets surrounding the Black Sea and in 
Eastern Europe. The execution of the strategic re-alignment has been rapid. The recently reported 
Q215 results showed the core investment portfolio at €399m as of 30 June 2015, but this has since 
increased with the completion of the acquisition of Gutenberg-Galerie in Leipzig, and will reach a 
pro forma €684m (source: August FVI management presentation available at www.fvreit.de) on 



 

 

 

Fair Value REIT | 11 September 2015 5 

completion of two other agreed transactions. These are the acquisitions of the Kurfürsten Galerie in 
Hesse, and a portfolio of six properties all let to Deutsche Telekom (the ‘T6 portfolio’).  

Non-core assets of €2.4m relating to the previous business strategy remained as at 30 June.  

Creating a significant commercial real estate player 
The combination of FVI (Q215 gross investment assets of €306m) and Demire (pro forma gross 
investment assets of €684m) would create a focused German commercial real estate player with 
c €1 billion gross assets under management. There is complementarity of the two portfolios both 
geographically and by sector. We have relied extensively on the FVI management presentation 
referred to above for the analysis that follows. Exhibit 1 shows the significant geographic overlap of 
the two portfolios.  

Exhibit 1: Pro forma geographic profile 

 
Source: FVI management presentation 

In terms of sector focus, FVI has a predominance of retail properties in its portfolio while Demire 
has a predominantly office portfolio. Exhibit 2 shows the current and pro forma sector splits. 
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Exhibit 2: Pro forma sector focus by gross asset value (GAV) 

 
Source: FVI management presentation. 

The combination would further diversify the tenant base of each of the companies and the pro 
forma average weighted lease term of 5.7 years is longer than the 4.7 years for FVI stand-alone as 
at 30 June.  

Individually and combined, both companies plan for additional growth. FVI is notable for its track 
record in sourcing attractively priced investments in the c €50bn closed-end investment fund space. 
Post investment, its strategy for further value creation is to gradually increase its ownership and 
control, again at attractive prices, allowing it to optimise the portfolios of the fund investments, by 
third-party disposal or by directly buying out the properties, and eventually to liquidate the fund 
completely. Over the past two years, Demire has also shown itself able to source and execute on 
direct investments.  

In order to seize opportunities and grow its investment portfolio, Demire has taken on more 
leverage than FVI for whom debt is limited by its REIT status and where (as we discuss above) it is 
yet to fully invest and leverage the proceeds of its May 2015 capital raising. Given its lower 
leverage, FVI has also been able to rely substantially on bank debt, mostly floating rate at 
increasingly low interest rate margins. When considering the proposal from Demire, FVI’s 
shareholders will need to weigh up the fact that the combined entity will have both higher leverage 
(a pro forma LTV of 66% compared with 44% for FVI stand-alone) and a higher cost of debt (4.2% 
versus 2.7% for FVI stand-alone). However, as we have shown above, the combined entity will 
have a larger asset base that as well as offering the potential to deliver cost synergies, should also, 
in management’s view, be capable of delivering cash flow for further debt reduction while providing 
a solid covenant to support debt cost reduction. Management says that the combined entity will 
target a medium-term LTV in the range of 50-60%. Moreover, with Demire’s greater use of longer-
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term fixed-rate funding, the average pro forma duration of debt is longer than for FVI stand-alone, 
with a greater fixed rate element. 

Exhibit 3: Key pro forma balance sheet metrics 
 Demire  FVI Combined 
Gross assets  684 306 990 
Gross financial debt 530 180 710 
Cash 14 46 60 
Net financial debt 516 134 650 
LTV 75% 44% 66% 
Average cost of debt 4.7% 2.7% 4.2% 
Source: FVI management presentation 

The enhanced scale of the combined entity is best illustrated by a comparison of market 
capitalisation with quoted German peers, shown in Exhibit 7 on page 9. 

Financials and estimate revisions 

Having previously increased our estimates (in July) for the accretive impact of the BBV08 
transaction, we have made further revisions to take account of the interim results and the recently 
announced direct investment in properties previously owned by subsidiaries. The latter has a 
positive effect, even though the assets are already full consolidated, in that 1) it eliminates the non-
controlling interest in the earnings; and 2) allows the subsidiaries to repay debt out of the cash 
transferred, on which FVI was earning relatively little. We estimate that this adds c €1.0m to FFO or 
c 8 cents per share on an annualised basis. This is partially offset in our revised forecasts by a 
reduction in our assumed net rental income forecast and a faster build up in the group 
administrative costs (to support the growth strategy) than we had allowed. We have also revised 
our 2015 dividend per share forecast in line with guidance.  

Our estimates include no further investments, due to the difficulty in predicting when these may be 
made and on what terms. However, it is clear from management’s guidance that it expects to make 
further significant investments, the most obvious impact of which seems to be a further reduction in 
non-controlling interest compared with our estimates. This may be effected by further acquisitions 
of non-controlling interests and/or by additional direct investment in properties currently owned by 
subsidiaries. 

Exhibit 4: Estimate revisions 
 Net rental income (€m) FFO/EPRA EPS (c) EPRA NAV (€) DPS (€) 
 New Old % change New Old % change New Old % change New Old % change 
FY15e 18.1 18.3 (1.1) 44.4 42.1 5.5 8.62 8.69 (0.8) 0.25 0.28 (10.7) 
FY16e 19.4 19.9 (2.6) 47.8 44.8 6.7 8.81 8.86 (0.6) 0.28 0.28 0.0 
Source: Edison Investment Research 

FVI has the financial flexibility for significant further investment, without the need to raise additional 
equity. The REIT equity ratio was 59.4% at 30 June, well ahead of the minimum 45%. Based on a 
45% ratio, the 30 June net assets would support immovable (property) assets of c €400m, 
compared with the current €306m. The ratio of net debt to investment assets (a measure of LTV) 
was 43.6% compared with 55.7% at the end of 2013, suggesting considerable room for additional 
gearing.  

Significant further upside in forecasts towards guidance 
FVI guidance implies that by the end of 2016, non-controlling interests are likely to have been 
substantially eliminated. We would anticipate management actions to include a combination of 
additional direct investment into subsidiary-owned properties, increased ownership of subsidiaries, 
further non-core asset sales, and subsidiary liquidations with potential positive expense benefits. 
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This provides the potential for material upside compared with our estimates that are based upon the 
current business structure.  

Exhibit 5: Edison estimates have upside to management guidance 
 2015e 2016e 
 Our estimate FVI guidance Our estimate FVI guidance 
FFO before non-controlling interests 10.0 9.8-10.2 11.9 11-11.5 
Non-controlling interests (4.5) (2.9-3.0) (5.1) (1.0-0.0) 
FFO attributable to shareholders 5.5 6.9-7.2 6.8 10.0-11.5 
FFO per share  0.44 0.56-0.58 0.47 0.71-0.82 
Dividend per share 0.25 0.25 0.28 0.36-0.41 
Source: Company data, Edison Investment Research 

Due to the uncertainty as to what measures management may actually undertake, when and on 
what terms, we have not attempted to simulate this.  

However, we do believe that FVI has the financial resources to achieve its targets and in Exhibit 6 
we show a very simplified illustration of how our 2016 FFO estimates would change, on an 
annualised basis, assuming FVI were to acquire all outstanding non-controlling interests at the end 
of 2016, and liquidate the underlying subsidiaries. Clearly this will not happen in one go and will be 
the result of numerous transactions during 2015 and 2016. However, we hope to demonstrate that 
our forecasts for the business as it currently stands are consistent with the range of outcomes 
guided to by management. The significance of liquidating the subsidiaries is that this would 
eliminate a layer of administration cost relating solely to the subsidiary entities. In 2014 this was 
€1.4m and we forecast €1.0m in 2016 based on the current group structure. In the illustration, this 
cost saving broadly covers the assumed interest cost on the debt that we assume would be raised 
to fund the investment. The assumed investment at a 20% discount to NAV is in line with recent 
experience. As a result, based upon our 2016 estimate and on an annualized basis, non-controlling 
interests are zero and net attributable income on an EPRA basis (FFO) is €11.5m, at the top of the 
range of management guidance. Because this is the annualised effect and management actions will 
be staggered over the next 18 months, the effective outcome would be lower and likely within the 
range of management guidance of €10.0-11.5m attributable FFO.  

Exhibit 6: Illustrative buyout of non-controlling interests (NCI) 
Estimated non-controlling interest 61.0 
Assumed discount 20% 
Investment required 48.8 
Interest cost @ 3% (1.5) 
Subsidiary admin costs  1.0 
Existing EPRA basis profit (FFO) estimate pre NCI 11.9 
Existing NCI estimate (5.1) 
Existing EPRA basis net income (FFO) estimate 6.8 
Adjusted EPRA basis profit (FFO) estimate pre NCI 11.5 
Adjusted NCI estimate 0.0 
Adjusted EPRA basis net income (FFO) estimate 11.5 
Estimated 2016 net debt 129.8 
Add investment 48.8 
Adjusted 2016 net debt 178.7 
Estimated 2016 investment portfolio 305.6 
Estimated net debt as % investment portfolio 42.5% 
Adjusted net debt as % investment portfolio 58.5% 
Source: Company data, Edison Investment Research 

If acquired at a discount of 20%, this investment would generate additional one-off, non-cash gains 
of c €12m. The implied net debt to investment asset ratio, at 58.3% is not materially different from 
the level at the end of 2013.  
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Valuation 

Exhibit 7 shows a valuation comparison with peers. It is important to note that the table includes our 
revised base case forecasts for FVI, and excludes the significant further potential uplift from 
additional investment that is implied by management guidance. On this basis FVI is on a similar P/B 
and P/E ratio versus peers, although its dividend yield is a little lower. However, as we show above, 
further investment has the potential to significantly lift both EPS and, by implication, the earnings 
yield on NAV. Bloomberg estimates are not available for Demire, and given the rapid development 
of the group we do not believe that historic data provides a good insight.  

Exhibit 7: Peer valuation comparison 
 Price Market cap P/E Yield P/NAV 
 € £m 2015e 2016e 2015e 2016e 2015e 2016e 
Alstra Office         11.7       1,003  15.4 14.8 4.6% 5.0% 1.0 0.9 
DEMIRE          4.3          117        
Deutsche Office           4.4          782  13.3 13.0 4.0% 4.2% 0.9 0.9 
DIC Asset           8.0          553  20.5 23.7 4.4% 4.4% 0.7 0.7 
Hamborner           8.7          546  39.9 24.4 4.7% 5.2% 1.2 1.4 
TLG Immobilien         16.6       1,018  15.6 14.8 4.9% 5.3% 1.1 1.1 
VIB Vermogen         17.0          428  12.8 11.9 3.2% 3.4% 1.1 1.0 
Fair Value           8.0          112  18.9 17.8 4.4% 5.2%   
         Average           570         19.5         17.2  4.3% 4.7%          1.0           1.0  
Source: Edison forecasts (FVI), Bloomberg consensus (others). Note: Prices as at 10 September 2015 

If instead we take the mid-point of management guidance (FFO per share of €0.57 in 2015 and 
€0.765 in 2016) it would give a 2015 P/E of 14.0x and a 2016 P/E of 10.5x. On a similar basis, the 
2015 yield of 3.1% increases to a possible 4.8% in 2016 (range of 4.6% to 5.2% on company 
guidance). 

Should the proposed combination with Demire proceed to completion, we estimate that using the 
aggregate current market capitalisations of FVI and Demire on a stand-alone basis as a proxy for 
the market capitalisation of the combined entity, the near-term P/B would be a little higher than for 
FVI, and we would expect the near-term dividend yield to be significantly lower (possibly no 
dividend at all) as the new entity focuses on debt reduction. We will review these numbers in detail 
at a later stage when (indeed if) a formal offer document becomes available. The rationale for an 
FVI shareholder to accept this near term valuation effect would be the potential for enhanced 
returns and faster growth from the combined entity looking forwards.  
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Exhibit 8: Financial summary 
Year ending December  €m 2013 2014 2015e 2016e 
    IFRS IFRS IFRS IFRS 
PROFIT & LOSS        
Revenue     36.4 30.1 29.3 31.0 
Net property expenses   (13.3) (12.5) (11.2) (11.7) 
Net rental income     23.1 17.6 18.1 19.4 
Administrative expenses   (3.3) (2.9) (3.5) (3.5) 
EBITDA     19.8 14.7 14.6 15.8 
Revaluation of inv. Property   (14.0) (7.5) 0.6 0.0 
Net resuly from sale of inv. Property   (0.7) (0.7) (0.0) 0.0 
Net other income & expenses   (0.0) (0.6) 4.2 0.0 
EBIT    5.0 5.9 19.4 15.8 
Associates   1.5 0.0 0.0 0.0 
Net Interest   (12.7) (5.0) (4.4) (3.9) 
Profit Before Tax (IFRS)     (6.2) 0.8 15.0 11.9 
Minority interests   0.9 (0.9) (4.4) (5.1) 
Net income (IFRS)     (5.2) (0.0) 10.5 6.8 
EPRA adjustments:       
Net other operating income and expense   0.0 0.6 (4.4) 0.0 
Revaluation of inv. Property   14.0 7.5 (0.6) 0.0 
Net result from sale of inv. Property   0.7 0.7 0.0 0.0 
Associates   0.1 0.0 0.0 0.0 
Net Interest   3.9 0.0 0.0 0.0 
Minority interests   (7.1) (4.4) (0.1) 0.0 
Profit Before Tax (norm)     6.4 4.4 5.5 6.8 
Average Number of Shares Outstanding (m)   9.3 9.3 12.5 14.2 
EPS - normalised (c)     68.7 47.2 44.4 47.8 
Dividend per share (€)   0.25 0.25 0.25 0.28 
       BALANCE SHEET       
Non-current assets      292.5 277.9 315.3 315.3 
Investment property   292.3 267.7 305.6 305.6 
Equity accounted investments   0.0 0.0 0.0 0.0 
Other non-current assets   0.2 10.2 9.7 9.7 
Current Assets     53.4 34.0 24.9 24.9 
Trade receivables   2.5 3.0 2.7 2.7 
Cash   17.4 14.6 19.6 19.6 
Assets held as available for sale    19.6 13.2 0.0 0.0 
Other   13.9 3.2 2.6 2.6 
Current Liabilities     (70.9) (61.0) (30.6) (30.2) 
Trade payables   (2.2) (2.3) (1.4) (1.4) 
Short term borrowing    (64.6) (54.2) (25.0) (24.6) 
Other   (4.1) (4.6) (4.1) (4.1) 
Long Term Liabilities     (128.7) (112.5) (127.7) (125.4) 
Long-term debt   (126.6) (110.9) (127.1) (124.8) 
Derivative financial liabilities   (2.1) (1.0) 0.0 0.0 
Provisions and other   (4.1) (4.6) (4.1) (4.1) 
Net Assets     146.3 138.3 182.0 184.6 
Minorities   (65.6) (60.0) (61.0) (61.0) 
Shareholders' equity     80.7 78.3 120.9 123.6 
EPRA adjustments:       
Market value of derivative financial instruments (net of minorities)  1.9 0.9 0.0 0.0 
EPRA adjusted NAV   82.6 79.2 120.9 123.6 
Period end number of shares (m)   9.3 9.3 14.0 14.0 
IFRS NAV per share (€)   8.65 8.39 8.62 8.81 
EPRA NAV per share (€)   8.86 8.49 8.62 8.81 
              CASH FLOW       
Operating Cash Flow     14.7 10.8 12.0 10.7 
Net Interest    (11.9) (4.7) (4.6) (3.9) 
Tax   0.1 0.0 0.0 0.0 
Acquisitions/disposals   29.1 22.4 (11.0) 0.0 
Financing   0.0 0.0 34.8 0.0 
Dividends   (0.9) (2.3) (2.3) (3.5) 
Other   (2.3) (2.8) (10.6) 0.1 
Net Cash Flow   28.7 23.3 18.2 3.4 
Opening net debt/(cash)     202.6 173.8 150.5 132.3 
HP finance leases initiated   0.0 0.0 0.0 0.0 
Closing net debt/(cash)     173.8 150.5 132.3 128.9 
Source: Edison Investment Research 

 
  



 

 

 

Fair Value REIT | 11 September 2015 11 

Edison, the investment intelligence firm, is the future of investor interaction with corporates. Our team of over 100 analysts and investment professionals work with leading companies, fund managers and investment banks 
worldwide to support their capital markets activity. We provide services to more than 400 retained corporate and investor clients from our offices in London, New York, Frankfurt, Sydney and Wellington. Edison is 
authorised and regulated by the Financial Conduct Authority (www.fsa.gov.uk/register/firmBasicDetails.do?sid=181584). Edison Investment Research (NZ) Limited (Edison NZ) is the New Zealand subsidiary of Edison. 
Edison NZ is registered on the New Zealand Financial Service Providers Register (FSP number 247505) and is registered to provide wholesale and/or generic financial adviser services only. Edison Investment Research 
Inc (Edison US) is the US subsidiary of Edison and is regulated by the Securities and Exchange Commission. Edison Investment Research Limited (Edison Aus) [46085869] is the Australian subsidiary of Edison and is not 
regulated by the Australian Securities and Investment Commission. Edison Germany is a branch entity of Edison Investment Research Limited [4794244]. www.edisongroup.com 
DISCLAIMER 
Copyright 2015 Edison Investment Research Limited. All rights reserved. This report has been commissioned by Fair Value REIT and prepared and issued by Edison for publication globally. All information used in the 
publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of this report. Opinions contained in this report 
represent those of the research department of Edison at the time of publication. The securities described in the Investment Research may not be eligible for sale in all jurisdictions or to certain categories of investors. This 
research is issued in Australia by Edison Aus and any access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act. The Investment Research is distributed in the United States 
by Edison US to major US institutional investors only. Edison US is registered as an investment adviser with the Securities and Exchange Commission. Edison US relies upon the "publishers' exclusion" from the definition 
of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. As such, Edison does not offer or provide personalised advice. We publish information about 
companies in which we believe our readers may be interested and this information reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be, and should not be 
construed in any manner whatsoever as, personalised advice. Also, our website and the information provided by us should not be construed by any subscriber or prospective subscriber as Edison’s solicitation to effect, or 
attempt to effect, any transaction in a security. The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and 
habitual investors who are “wholesale clients” for the purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, 
subscribe, or underwrite any securities mentioned or in the topic of this document. This document is provided for information purposes only and should not be construed as an offer or solicitation for investment in any 
securities mentioned or in the topic of this document. A marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence 
of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. Edison has a restrictive policy relating to personal dealing. Edison Group does not conduct any 
investment business and, accordingly, does not itself hold any positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any 
or related securities mentioned in this report. Edison or its affiliates may perform services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as 
well as rise and are subject to large and sudden swings. In addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned in this report. Past performance is not 
necessarily a guide to future performance. 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 2015. “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. 

Frankfurt +49 (0)69 78 8076 960 
Schumannstrasse 34b 
60325 Frankfurt 
Germany 

London +44 (0)20 3077 5700 
280 High Holborn 
London, WC1V 7EE 
United Kingdom 

New York +1 646 653 7026 
245 Park Avenue, 39th Floor 
10167, New York 
US 

Sydney +61 (0)2 9258 1161 
Level 25, Aurora Place 
88 Phillip St, Sydney 
NSW 2000, Australia 

Wellington +64 (0)48 948 555 
Level 15, 171 Featherston St 
Wellington 6011 
New Zealand 

 
 

 

http://www.fsa.gov.uk/register/firmBasicDetails.do?sid=181584
http://www.edisongroup.com/

	Investments looking forward
	Potential combination with Demire
	Valuation: Growth creating value
	Highlights of the interim results
	Progress on growth plans
	Proposed combination with Demire
	Demire has been rapidly executing strategic refocus
	Creating a significant commercial real estate player

	Financials and estimate revisions
	Valuation

