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COLONIA REAL ESTATE AG– 
Accentro deal boosts cash flow 
 

CRE’s privatisation company becomes most important 
privatisation group in Berlin 

We remain buyers of CRE AG. 
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Colonia Real Estate AG 
Ticker KBU GR / 

KBUG.DE Last Price 2,63 € Target Price >7,00€
Shares outstanding 22.83m
Market capitalisation 60,00           

Free float 80,0%
average 
turnover 220.000

Change ytd% -8,00% Change 12m% -76,00%  

Latest news

Next interm
31.03.2009 
(2008 final) AGM July 2009 Website www.cre.ag

CEO S.Rind CFO V.Lemke IR G.Niessen
  

• Key points 
 
• CRE announced that its 70% subsidiary Accentro has been exclusively appointed to market GSW Immobilien  
        GmbH’s Berlin portfolio to tenants and capital investors 
 
• Positive cash flow is expected in 2009  from this service agreement.  
 
• Accentro received a portfolio of 4,500 units for exclusive privatisation  within the next four years.  
 
• Privatisation volume is expected to be around €320m (i.e. €71,000/unit), plus €110m additional assets 
 
• Accentro receives up to 5% selling margin, of which about 50% are costs. Revenues hence around €2.5 – 3m 
 
• Pre-tax profits for CRE should come in at around €1.2m - €1.5m 
 
• NAV still well above 11.00€/share  (which is the book value estimated by end of 2008) 
 
• CRE shares still trade around 25% of NAV: CRE’s cost cut efforts and the new Accentro deal lead to  
        positive cash flows already in 2009. 
 
 
 

• Recommendation 
 
 

• CRE is most transparent and hence should assume less risk aversion than its peer group, which still 
might face IFRS40 valuation adjustments. 

 
• CRE is cash flow positive in 2009, which should also be a trigger for reduction of risk aversion 

 
• CRE’s free cash flow position will increase in 2009 through net profits from Accentro transactions 

 
• Accentro activities will add to cash flow, without draining additional equity requirements 

 
• Buy, as CRE currently trades at a 25% of NAV 

 
 

• …but, what can go wrong? 
 
CRE enters with the Accentro deal a relatively new b usiness field. However, the business risk involved for 
CRE is little: Accentro will increase its staff sign ificantly in 2009, in order to scope with the expec ted 
demand. However, these staff costs are purely succe ss income related and will not be an ongoing cost 
burden. Office costs will be minimal as well, as Ac centro’s new offices in Berlin will be within the G SW 
premises. 
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• Uncertainty with private investors and tenants rema ins high. 
o Not completely unlikely: given the economic turmoil and the inability of politicians and economists to provide a 

consistent program, uncertainty is high, currently. Tenants feel less inclined to acquire their apartment – even 
with interest rates as low as currently – if they are uncertain over their future employment status. Investors, 
on the other hand, might act reluctant as long as they feel that asset prices might deteriorate further. Also, 
tenant quality becomes an issue. 

 
• Financing issues.  

CRE is dependent on tenants’ and investors’ ability to get loans. At the moment, banks have boosted retail    
mortgage loan activities, as they see high margins and little risk in this business. The issue is, whether the 
conditions remain as favourable in the future. Increasing interest rates will make it more difficult for tenants to 
finance their flats at the same – or lower – costs than their current rent. 

 
• Management issues.  
o CRE is dependent on the ability of the Accentro management to recruit excellent salespersons. Clearly, the 

demand for these people is increasing, as individual unit sales are currently the only way to maintain high exit 
margins in residential real estate management. It might therefore not be unrealistic to assume that (a) either 
margins decline as more individual sales activities emerge in general, (b) salesmen demand a larger 
proportion of the exit profit or (c) both. 

 
• Shareholder risk.  
o Swiss Real Estate as 20% shareholder has been replaced by Liechtensteiner Landesbank. Other, mainly US 

shareholders have sold their positions. It seems as if momentum investors have exited the sector and CRE. 
Hence, the shareholder structure should have improved, with long term investors becoming the predominant 
shareholders in CRE. 

 
 
 

• CRE proved right in entering privatisation field 
 

Colonia Real Estate moved into the privatisation business as part of its asset management activities rather early in 
2007. With the privatisation platform, CRE aimed to benefit from an expected rise in privatisation as a result of the 
extension of the ‘Riester Rente’ to real estate investments. Given the mounting uncertainties in the latter half of the 
year 2008, the expected increase did not materialize. However, with the abolition of almost all Tax incentives on 
investments in Germany in 2008, private investors began focussing on the real estate sector.  
Hence, companies such as Patrizia Immobilien, Franconofurt and Gagfah reported of an increase in demand by 
investors. 
Also CRE was very successful in 2008: on behalf of GSW, Accentro privatised 400 units. In total, Accentro sold 
550 units.  
 
It became clear that in particular well rented, higher end apartments were in demand by these ‘capital investors’ 
who invest not for self occupation but for letting. Hence, the focus of real estate privatisation companies was on 
getting access to this segment of the residential real estate sector. 
 
CRE itself said to sell some of its own apartments in 2009. Together with the GSW privatisation portfolio, Accentro 
could possible sell more than 1.500 units in 2009, i.e. trebling the 2008 privatisation volume. Most recently, also 
Gagfah said that it will return to its original business model and increase its privatisation activities. 
 
Comment 
The transaction between CRE’s Accentro and GSW Immobi lien grants Accentro precisely this access. 
Therefore, it is likely that Accentro is able to fu lfil its expected privatisation volume. In addition , GSW 
Immobilien added assets worth some €110m for dispos al to Accentro. Here, GSW bundled assets from 
inner city gardens to high end villas. These assets  were in the past acquired as parts of portfolios, but do 
not typically fit within residential portfolios. 
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• Company ad-hoc news 
 

GSW Immobilien, Berlin and CRE Accentro intensify the ir cooperation in the condominium sales of 
residential properties 
 
* Largest condominium resale contract for CRE group 
* GSW focuses on core business 
 
Berlin, January 28. 2009 - GSW Immobilien GmbH and CRE Accentro GmbH, a subsidiary of the Colonia Real 
Estate AG (ISIN: DE0006338007), intensify their cooperation for the condominium resale of residential properties. 
Starting 2009 CRE Accentro will take over the exclusive condominium resale for GSW. This includes organizing the 
sales process as well as marketing activities. 
 
This is another consequent step for GSW in their strategy to focus on core business since 2006. 'Henceforth we 
can concentrate on value creating asset management and efficient and qualitative management as well as the 
increase of customer satisfaction and the optimization of internal processes', 
states the GSW managing director Jörg Schwagenscheidt.  
 
Further he explains: 'We chose CRE Accentro was because they have more than ten years of experience in this 
business and we can continue on the successful sales activities we already started together during last year'. 
Because of the new business, CRE Accentro will enlarge their office in Berlin. Managing Director Jacopo 
Mingazzini says: 'We will open a new head office in the centre of Berlin and at the same time we will hire new 
employees. The capital of Germany will thus be, next to Stuttgart the most important location for the company.' 
 
 
 
 

• Company description and current assessments 
 

The acquisitions carried out in 2007 expanded the Group’s holdings in high-return residential portfolios to 
about 19,800 units. As part of CRE’s active portfolio management, management is considering shedding some 
residential and commercial properties, and has already sold Disch Haus and its hotel assets.  
The dramatic deterioration of the financial markets and in its wake, the real estate transaction markets as well led, 
however, to an almost complete paralysis of the markets. 
 
The announced partial sales of the residential real estate portfolio will not likely be fully completed in 2008. 
Based on the results for the third quarter of 2008 and due to the continued difficult market environment 
for transactions, the CRE had adjusted its annual guidance accordingly and expects a consolidated loss of €55 to 
60 million by year end 2008, excluding possible interest rate hedging losses, as these are going to be booked 
against equity on the balance sheet (income neutral). 
 
No substantial losses from the reappraisal of the real estate portfolio at year end 2008 are expected. It is thus fully 
expected that no dividend will be paid for 2008.  
With the reappraisal of the real estate portfolios as of the third quarter of 2008, the Management Board feels that all 
significant negative market impacts of the financial crisis have been depicted in the balance sheet. 
The positive rental income trend and the adjusted measurement of the real estate portfolio in conjunction with the 
planned cost savings should make it possible to obtain sustained surpluses from business operations starting in 
2009, i.e. CRE will become cash flow positive by Q1/Q2 2009, according to CRE. 
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Disclaimer       
 

This analysis was prepared by Ralf Groenemeyer, Hea d of Strategy and Real Estate and was first publish ed today (see date on page 1). Silvia Quandt Resear ch GmbH, 
Grüneburgweg 18, 60322 Frankfurt is responsible for  its preparation. German Regulatory Authority: Bund esanstalt für Finanzdienstleistungsaufsicht (BaFin) , 
Graurheindorfer Str. 108, 53117 Bonn and Lurgiallee  12, 60439 Frankfurt.  Frankfurt . 
 
Publication according to article 5 (4) no. 3 of the  German Regulation concerning the analysis of finan cial instruments (Finanzanalyseverordnung): 
 

Number of recommendations from Silvia Quandt 
Research GmbH in 2008 

Thereof recommendations for issuers to which investment 
banking services were provided during the preceding twelve 
months 

19 buys 6 

5 neutral 0 

2 avoids 0  

 
 
Company disclosures 
Article 34b of the German Securities Trading Act (W ertpapierhandelsgesetz) in combination with the Ger man regulation concerning the analysis 
of financial instruments (Finanzanalyseverordnung) requires an enterprise preparing a securities analy sis to point out possible conflicts of 
interest with respect to the company or companies t hat are the subject of the analysis. A conflict of interest is presumed to exist, in particular, if 
an enterprise preparing a securities analysis: 
 
(a)  holds more than 5 % of the share capital of the company or companies analysed; 
(b)  has lead managed or co-lead managed a public offering of the securities of the company or companies in the previous 12 months; 
(c)  has provided investment banking services for the company or companies analysed during the last 12 months for which a compensation 

has been or will be paid; 
(d)  is serving as a liquidity provider for the company's securities by issuing buy and sell orders; 
(e)  is party to an agreement with the company or companies that is the subject of the analysis relating to the production of the recommendation; 
(f)  or the analyst covering the issue has other significant financial interests with respect to the company or companies that are the subject 

of this analysis, for example holding a seat on the company's boards. 
 
In this respective analysis the following of the above-mentioned conflicts of interests exist: b,c 
 
Silvia Quandt Research GmbH, Silvia Quandt & Cie. AG, and its affiliated companies regularly hold shares of the analysed company or companies in their 
trading portfolios. The views expressed in this analysis reflect the personal views of the analyst about the subject securities or issuers. No part of the 
analyst's compensation was, is or will be directly or indirectly tied to the specific recommendations or views expressed in this analysis. It has not been 
determined in advance whether and at what intervals this report will be updated. 
 
Equity Recommendation Definitions Silvia Quandt Research GmbH analysts rate the shares of the companies they cover on an absolute basis using a 6 - 
12-month target price. 'Buys' assume an upside of more than 20 % from the current price during the following 6 - 12-months. These securities are expected 
to out-perform their respective sector indices. Securities with an expected under-performance to their respective sector index are rated 'avoids'. Securities 
where the current share price is within a 5 % range of the sector performance are rated 'neutral'. Securities prices used in this report are closing prices of the 
day before publication unless a different date is stated. With regard to unlisted securities median market prices are used based on various important broker 
sources (OTC-Market). 
 
Disclaimer This publication has been prepared and published by Silvia Quandt Research GmbH, a subsidiary of Silvia Quandt & Cie. AG. This publication is 
intended solely for distribution to professional and business customers of Silvia Quandt & Cie. AG. It is not intended to be distributed to private investors or 
private customers. Any information in this report is based on data obtained from publicly available information and sources considered to be reliable, but no 
representations or guarantees are made by Silvia Quandt Research GmbH with regard to the accuracy or completeness of the data or information contained 
in this report. The opinions and estimates contained herein constitute our best judgement at this date and time, and are subject to change without notice. 
Prior to this publication, the analysis has not been communicated to the analysed companies and changed subsequently. This report is for information 
purposes only; it is not intended to be and should not be construed as a recommendation, offer or solicitation to acquire, or dispose of, any of the securities 
mentioned in this report. In compliance with statutory and regulatory provisions, Silvia Quandt & Cie. AG and Silvia Quandt Research GmbH have set up 
effective organisational and administrative arrangements to prevent and avoid possible conflicts of interests in preparing and transmitting analyses. These 
include, in particular, inhouse 
information barriers (Chinese walls). These information barriers apply to any information which is not publicly available and to which any of Silvia Quandt & 
Cie. AG and Silvia Quandt Research GmbH or its affiliates may have access from a business relationship with the issuer. For statutory or contractual 
reasons, this information may not be used in an analysis of the securities and is therefore not included in this report. Silvia Quandt & Cie. AG and Silvia 
Quandt Research GmbH, its affiliates and/or clients may conduct or may have conducted transactions for their own account or for the account of other 
parties with respect to the securities mentioned in this report or related investments before the recipient has received this report. Silvia Quandt & Cie. AG and 
Silvia Quandt Research GmbH or its affiliates, its executives, managers and employees may hold shares or positions, possibly even short sale positions, in 
securities mentioned in this report or in related investments. Silvia Quandt & Cie. AG in particular may provide banking or other advisory services to 
interested parties. Neither Silvia Quandt Research GmbH, Silvia Quandt & Cie. AG or its affiliates nor any of its officers, shareholders or employees accept 
any liability for any direct or consequential loss arising from any use of this publication or its contents. Copyright and database rights protection exists in this 
publication and it may not be reproduced, distributed or published by any person for any purpose without the prior express consent of Silvia Quandt 
Research GmbH. All rights reserved. Any investments referred to herein may involve significant risk, are not necessarily available in all jurisdictions, may be 
illiquid and may not be suitable for all investors. The value of, or income from, any investments referred to herein may fluctuate and/or be affected by 
changes in exchange rates. Past performance is not indicative of future results. Investors should make their own investment decisions without relying on this 
publication. Only investors with sufficient knowledge and experience in financial matters to evaluate the merits and risks should consider an investment in 
any issuer or market discussed herein and other persons should not take any action on the basis of this publication. 
 
Specific notices of possible conflicts of interest with respect to issuers or securities forming the s ubject of this report according to US or English 
law: None 
 
This publication is issued in the United Kingdom on ly to persons described in Articles 19, 47 and 49 o f the Financial Services and Markets Act 
2000 (Financial Promotion) Order 2001 and is not in tended to be distributed, directly or indirectly, t o any other class of persons (including private 
investors). Neither this publication nor any copy o f it may be taken or transmitted into the United St ates of America or distributed, directly or 
indirectly, in the United States of America. 
 
Frankfurt am Main, 28 January 2009 
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Silvia Quandt Research GmbH  
Grüneburgweg 18 
60322 Frankfurt 

Tel: + 49 69 95 92 90 93 -0 
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