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V/WestLB

Colonia Real Estate AG

No more valuation gains

Colonia reduced its guidance from € 72-75m to € 20-25m deleting all its
forecasts for valuation and sales gains from its forecast. Thus there is no
change in guidance for the operational result. H1 result was better than
expected on the bottom line, but saved by high valuation gains on interest rate
derivatives. We will adjust our earnings forecasts but do not expect a such
significant effect on our target price that we would have to change our
recommendation. As rental income should improve in the course of H2 on
finalisation of refurbishments and another fund is scheduled to be placed we
expect improved operating results in H2 and are thus sticking to our BUY
recommendation.

Colonia Real Estate AG forecasts and multiples

Year End Sales EBITDA EPS adj. P/E EV/EBITDA Yield
Dec (€m) (€m) € () ) (%)
2007A 157 18 2.61 2.8 43.0 3.4
2008E 319 70 2.48 29 12.1 8.3
2009E 352 100 2.70 2.7 11.7 16.5
2010E 426 129 3.04 2.4 11.2 17.9
Net cash/Share * -€29.9

NAV/Share €18.3

1 Ccash/debt at end of current year Source Colonia Real Estate AG, WestLB Research estimates

Q2 versus expectations

€m Q2 2008A Q2 2008E dev.
Rental income 14.10 15.1 -6.6%
Result before

valuation 1.70 8.3 -79.5%
Financial result 8.60 0.3 2766.7%
Valuation gains 0.00 0.0 0.0%
PBT 10.30 8.6 19.8%
Net attributable result 8.01 6.7 0.20

Source WestLB Research estimates

Rental income did not match our estimates, as well as the result from asset
management and funds business. For the first time the company recorded
income from its privatization business. The cost base widened significantly.
Overall the QoQ swing in the financial result on interest derivatives led to the
better than expected result at the bottom line.

Dr. Georg Kanders

15 August 2008
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Colorado, Louisiana, New Mexico, Ohio, Tennessee or Vermont. Any US person who desires to effect transactions in any security in this report should write or call WSI, 1211
Avenue of the Americas, New York, NY 10036, phone (212) 403 3939.

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

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

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

Conflicts of interest.
WestLB’s Policy on Management of Conflicts of Interest in Research (the Research Policy) is available at http://www.westlb.de/research_policy_en. Not reviewed by Supervisory Analyst for US distribution.

Valuation and Risk assessment; Recommendations.

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

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

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

Within that overall framework, a Buy rating means that the total return from the stock is expected to exceed 20%; Add means between 10% and 20%, Hold means movement between 0% and a positive 10%, Reduce
means between 0% and minus 10%b; Sell means the stock is expected to return less than minus 10%o.
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