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Buy Colonia Real Estate

Taking the next step for continued growth

Current €13.5

Target €20.0 Colonia has grown significantly over the last three years. It owns the third-largest
residential portfolio among the listed German property stocks and manages more

Current price equivalent than €3bn commercial assets for third parties. Colonia is now entering into a new

US$20.9 phase with a significant increase in predictability and earnings quality. We initiate

Market cap coverage with a Buy rating and €20 target price.

€302.8m

US$468m

> Upside potential: Our target price offers upside potential of more than 40% to current
levels. Our target price is based on an EVA model, cost-of-capital and sum-of-the-parts-
analyses, all three of which offer similar valuations. The estimated FFO yield of 11.2% for
2008 is the highest in our research universe.

52-week high/low
€39.7/€11.1

Price performance M M 12M
Price (€) 1455 1629 384
gzls:‘:ig/"(im '1?)-; '2112-2 ‘2‘2‘-;‘ » Track record in buying...: The company has been one of the most frequent buyers of
£PS change ) ) residential assets and has established a portfolio of ca. 20,000 units located nationwide
EPS change M 3m 12m  inaremarkably short period of time.

Sector EPS (%) -3.5 -0.8 297
Market EPS (%) -0.1 -1.7 -10.7
Source: DKIB Research, Thomson IBES

» ...and value-accretive management: Colonia has been able to significantly reduce
vacancy levels within its portfolio. We believe this demonstrates Colonia’s understanding
of the residential markets owing to its staff having great knowledge of the local market.

Reuters Bloomberg

KBUG.DE KBU GR Equity » Market leader in property asset management: Colonia quickly indentified and
capitalised on the rising demand for third-party asset management. With more than €3bn
AuM and a sound client base, we argue that Colonia is in a strong competitive situation.

> “Sustainable living”: We have not yet included Colonia’s solar project for its own assets
and later for third parties into our model. At least it reflects that the company is very
innovative and it seems to be attractive with an additional income of €6-8m.
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EBIT Net EV/ Dividend FFO

Revenues EBIT  margin profit EPS PIE EBITDA yield  P/INAV yield

Year to end Dec €m €m % €m € X X % % %

2006 129 52 40 31 1.5 22.8 8.9 0 NM NM

Research Analyst 2007E 161 118 73 69 25 6.8 6.9 0.9 -10 3

Kai M Klose 2008E 282 130 46 75 2.6 6.0 6.3 1.9 -24 10

+44 (0)20 7475 2436 2009E 316 138 44 76 2.7 5.8 9.0 2.2 -21 9
kai.klose@dkib.com Source: Company data, Dresdner Kleinwort Research estimates
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The results of our three different valuation scenarios all come out relatively close. Our
first approach is a stand-alone valuation in order to reflect the specific situation of the
company. For illustrative reasons, we have also included a peer group overview.

We believe that the starting point for the valuation of real estate companies with a
standing portfolio is an assessment of the Net Asset Value (NAV). We regard it as the
“economic equity” and it is the basis for the RoE and for the EVA calculation. For a cash
flow-related figure, we focus on Funds From Operations (FFO), where we subtract
revaluation gains net of deferred taxes, but include gains from property disposals when
this is recurrent. In the case of Colonia, we forecast annual disposals of 2,000-3,000
units for 2008 and 10-15% of the portfolio annually from 2009 onwards.

We forecast continuous growth in NAV. The residential portfolio is still conservatively
valued that potential write-downs are very unlikely.

NAV forecasts for Colonia Real Estate

2007E 2008E 2009E 2010E
Investment properties 840.8 1,065.4 1,286.8 1,586.2
Other assets (excl deferred taxes) 135.7 132.8 136.3 142.0
Asset management 76.3 159.5 178.4 2249
Fund management 3.5 6.2 6.4 6.4
Total assets 1,056.3 1,363.9 1,607.8 1,959.5
Non-current liabilities (excl deferred taxes) 528.0 729.7 933.7 1,212.3
Current liabilities 106.2 118.6 136.2 156.7
Total liabilities 634.2 848.2 1,069.9 1,368.9
Net asset value 4221 515.7 537.9 590.5
NOSH 22.4 24.8 27 27
NAV per share (€) 18.84 20.84 19.92 21.87

Source: Company data, Dresdner Kleinwort Research estimates

Taking the NAV as the economic equity, we derive a fair value of €18.65 based on the
cost-of-capital/return-on-equity approach.

Valuation of Colonia Real Estate

Return on NAV 2009E (%) 14.3
COE (%) 9.0
Long term growth (%) 1.4
Price-NAV multiplier 2.8
NAV 2009E 547
Discounted NAV2009E in 2008 460.8
Discounted dividends 2008-2010E 0.7
Adjusted NAV2009e by dividend payments 461.5
Number of shares 2008 24.8
Fair value (€) 18.65

Source: Dresdner Kleinwort Research estimates

Owing to the capital intensity of the business model, an EVA approach is a suitable
valuation tool, especially for property companies with a standing portfolio. We also regard
it as appropriate for Colonia, despite the fact that its property asset management
operation is less capital intensive. Our EVA-based valuation derives at €20.60 per share.
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Colonia Real Estate — EVA-calculation

(€m) 2006 2007E 2008E 2009E 2010E
Long-term financial debt 113.9 475.7 677.4 881.4 1,159.9
+ Short-term financial debt 26.9 322 38.6 46.4 55.6
- Cash 36.0 52.2 44.4 44.4 321
= Net Debt 104.8 455.7 671.6 883.4 1,183.5
+ Provisions 0.0 0.0 0.0 0.0 0.0
+ NAV 134.0 4221 515.7 547.5 600.7
= Capital employed 238.8 877.8 1,187.4 1,430.9 1,784.2
Total return 30.3 67.6 71.0 73.7 744
Average Capital employed 238.8 558.3 1,032.6 1,309.1 1,607.5
Capital charge 13.7 321 59.4 75.3 92.5
ROIC (%) 12.7 12.1 6.9 5.6 4.6
WACC (%) 5.75 5.75 5.75 5.75 5.75
Spread (%) 6.9 6.4 1.1 -0.1 -1.1
EVA 16.6 35.5 11.6 -1.6 -18.1
Years 1.0 2.0 3.0
NPV EVA 10.9 -1.4 -15.3
Total NPV of EVA until 2010 -5.8

+ NAV 2008E 515.7

Fair Value 509.9

Fair Value per share (€) 20.60

Source: Company data, Dresdner Kleinwort Research estimates

Colonia runs an integrated business: its two largest operations are the rental of it owns
residential properties and it manages commercial properties for third parties. The
origination of closed-end funds and co-investments is much smaller. In our SOTP
calculation, we value asset management most highly (multiple of 14.5x on 2008E
EBITDA) owing to the high stability offered by this business and because of Colonia’s
strong market position, which should allow it to gain further mandates. The residential
portfolio is valued at a 2008E EBITDA multiple of 14.0x, which reflects a reversionary
yield of 7.1%. The closed-end funds business is no longer in the start-up phase, in our
view, but the predictability is lower as it is always an up-front-fee business. Our SOTP
analysis suggests a fair value of €21.75 per share.

Colonia Real Estate — SOTP analysis

(€m) EBITDA 2008E (€m) Multiple (x) EV (€Em)
Residential properties (excl. revaluation gains) 70.9 14.0 993.0
Asset management 11.2 14.5 162.9
Funds management 1.1 11.2 11.8
Co-investments 3.5 121 42.35
Total 83.2 1,210.0
Net debt 671.6
Market Cap 538.4
Fair value per share 21.75

Source: Dresdner Kleinwort Research estimates

In order to derive our target price of €20, we put greater emphasis on the EVA model
(50%), with the weightings of our SOTP and cost-of-capital approaches being split
equally. However, we regard our SOTP approach as very conservative, which could
leave room for further upside.

In addition to earnings growth, Colonia’s increasing earnings quality is also worth
mentioning. Due to IAS 40 (concerning investment properties), the company is obliged to
show to the valuation of the portfolio in the P&L. IAS40 gives the market an indication of
the value of the properties in a portfolio should they be sold. However, these amounts are
not cash realised. The financial ratio Funds From Operations (FFO) therewith adjusts the
revaluation gains net of deferred taxes. In our FFO calculation we include gains from
property disposals, as this is part of an active portfolio management. For 9M2007,
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Colonia has reported revaluation gains of €61m. Going forward, we expect that recurrent
income from rents, fees and property disposals should increase significantly, resulting in
our forecast of an attractive FFO yield of 9.6% for 2008.

Colonia Real Estate — Funds From Operations (FFO)

(€m) 2007E 2008E 2009E 2010E
Net profit 69.0 75.5 75.9 76.9
+ Depreciation 0.0 0.0 0.0 0.0
- Revaluation gains 92.0 48.0 50.0 50.0
+ Taxes on revaluation gains 35.0 13.7 14.3 14.3
FFO 12.0 41.2 40.2 41.2
FFO per share (€) 0.5 15 1.5 1.5
FFO yield 3.9% 11.2% 10.5% 11.2%
P/FFO 25.5 8.9 9.1 8.9

Source: Dresdner Kleinwort Research estimates

Additionally, we find that Colonia’s share is attractively valued offering further upside
potential, when compared with peers.

Peer group for German residential stocks / stocks investing in German residential properties

YTD EV/IEBITDA EV/EBITDA DY PINAV 08E

Name Country  Currency Price Market Cap (%) PE2008E  PE 2009E 2008E 2009E (%) (%)
GAGFAH SA LX € 114 2,571.3 -44 14.0 12.3 25.7 21.9 74 -25
DEUTSCHE WOHNEN AG-BR GE € 21.9 588.4 -52 28.1 141 16.8 13.3 71 -44
VIVACON AG GE € 13.8 275.4 -49 4.9 4.5 9.7 8.6 4.1 NM
PATRIZIA IMMOBILIEN AG GE € 3.8 200.7 -81 4.2 3.7 14.0 9.3 5.8 NM
CONWERT IMMOBILIEN INVEST SE AS € 10.7 906.5 -37 9.2 8.3 27.2 18.2 1.8 -32
TAG TEGERNSEE IMMOB & BETEIL GE € 6.1 199.0 -43 12.5 11.1 24.0 14.3 3.3 -50
COLONIA REAL ESTATE AG GE € 13.4 306.8 -65 5.1 4.9 5.9 8.7 2.2 -36
Average * 121 9.0 19.6 14.3 4.9 -37.7

Median * 10.8 9.7 20.4 13.8 4.9 -38.0

Source: Thomson IBES, Dresdner Kleinwort Research estimates (* excl Colonia Real Estate)

Colonia started its real estate business 2003. Initially, the company followed an
opportunistic-driven investment policy with the acquisition of two office properties in
Cologne. This was followed by the acquisition of three hotels in Germany in 2004. The
first landmark deal was the purchase of the “Friesland” portfolio, consisting of almost
3,500 residential units in Northern and Western Germany. However, we would regard
2006 as the first full year of operations, when Colonia acquired more than 5,300 units,
successfully entered the property asset management space with the acquisition of
Resolution GmbH, and the shares were included in the German SDAX.

The development of Colonia can also be seen in its organisational structure, with a clear
separation of investments for own accounts and asset management for third parties. Both
segments now have critical mass.
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Residential portfolio with
upside potential

Starting active portfolio
management with disposal...
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Residential portfolio is the driving force
Integrated business model

Colonia Real Estate

Investments Asset /| Funds Management
Residential Commercial Asset Funds
Real Estate Co-Investment Management Man agement

Source: Company Data, Dresdner Kleinwort Research

The regional focus of Colonia’s residential portfolio is centred on Western and Northern
Germany and on Berlin. We would regard the quality of the assets as average and would
see the portfolio mainly as for rental rather than for sale.

Colonia Real Estate — residential portfolio

Vacancy

Initial rates at

Acquisition Residential Commercial Space investment Initial rent Yield acquisition
Name date units units sqm €m €m % (%)  Current
Grasmus Jun 05 1,384 6 78,100 29.8 3.8 12.9 5.6 6.6
Bremen Aug 06 470 -- 27,253 9.4 1.1 121 8.1 8.5
Berlin Capital Sep 06 2,492 10 149,141 83.2 6.1 74 22.4 11.8
Aachen Nov 06 925 - 54,417 18.4 2 10.8 11.0 19.0
Hamburg Dec 06 1,677 4 101,069 38.2 4.8 12.4 23.7 28.2
Berlin Pike Dec 06 2,125 61 132,732 725 6.6 9.0 9.5 4.4
Maximilian Jun 07 9,857 70 624,783 360 30 8.3 17.3 16.3
Berlin Signa Nov 07 948 86 78,100 76.0 5 6.6 7.5 7.5
Total / average 19,778 237 1,245,595 687.5 59.4 8.8 154 14.3

Source: Company data, Dresdner Kleinwort Research estimates

In our view, one of Colonia’s core competencies is its sound understanding of local
markets. With an almost nationwide network, the company is quick to take advantage of
current developments. The success is seen in the significant reduction of vacancy rates,
especially in the “Berlin Capital” portfolio. The company acquired the apartments in
Berlin-Marzahn for €83m. The former owner became insolvent as the refurbishment of
the assets was longer than expected and no rent was received as the tenants were taken
out during the refurbishment word. So Colonia was able to purchase the properties at a
significant discount to market value. The refurbishment of the properties has heralded an
influx of new tenants, thus lowering vacancy rates. The initial vacancy rate of 22.4% has
almost halved to 11.8% and we regard the targeted occupancy rate as being as close to
90% as possible.

As from this year, Colonia intends to sell up to 15-20% of its portfolio annually. We
welcome the strategy of selling non-core assets and of focussing on properties with
upside potential. Given the high demand for German residential properties, we forecast a
net margin of 12%.
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Stable profit from property disposals

2008E 2009E 2010E 2011E 2012E
Disposal volume 134.6 161.5 188.4 2153 2153
Book value 114.4 137.2 160.1 183.0 183.0
Gross profit 20.2 242 28.3 323 323
Disposal costs 4.0 4.8 5.7 6.5 6.5
Net profit 16.1 19.4 22.6 25.8 25.8

Source: Dresdner Kleinwort Research estimates

We run a conservative scenario regarding future growth of Colonia and assume an
acquisition volume of 6,000-6,500 units pa, amounting to an investment of about €300m.
Given the expected proceeds from property disposals, we do not regard a capital
increase as necessary to fund this, and Colonia should be able to keep the LTV well
below 70%. In addition to new acquisitions, we expect that Colonia should be able to
decrease vacancy rates continuously by about 1% per year.

Development of Colonia’'s residential portfolio

(€Em) 2008E 2009E 2010E 2011E 2012E
Total gross rents 69.4 70.3 71.2 72.6 74.0
Loss by vacancy 8.3 71 6.7 6.1 6.0
in % 12 10 9 8 8
Realized gross rents 61.2 63.1 64.6 66.5 67.9
6,000 - 6,500 units, 65 sqm, €4.50/sgm/month 211 21.1 22.8 22.8 22.8
Asset value 305.4 305.4 330.8 330.8 330.8
Loss in rents from disposals 4.5 54 6.3 7.2 7.2
Net growth in rents from acquisitions 16.6 15.7 16.5 15.6 15.6
Annualised gross rents 77.8 78.8 81.1 82.1 83.6
Size of portfolio at year-end 23,308 25,308 27,808 29,808 31,808

Source: Dresdner Kleinwort Research estimates

Co-investments will show up (later)

Co-investments are closely related to the property asset management business. It is a
common practice, especially among large foreign investors who expect the appointed
asset manager to acquire a stake in the equity of the relevant portfolio. It shows the
commitment of the asset manager and strengthens the relationship. Colonia’s intention is
to take a stake of between 5-10% depending on the size of the portfolio. The exit could
either be a disposal of the portfolio or an IPO. Most of the managed portfolios would be
suitable to be taken public as a REIT as soon as markets recover, in our view. Currently
Colonia has €140m in co-investments, which we expect to increase to €210 by 2010.

Colonia — Co-investments

(€Em) 2008E 2009E 2010E
Co-investments 140 175 210
Equity volume (25% on average) 35 44 53
Targeted return yield 10-20% 10 15 18
EBITDA 35 6.6 9.5

Source: Dresdner Kleinwort Research estimates

Market leader in asset management

Colonia has realised the opportunities in the markets of asset management for third
parties following the significant inflow of mainly foreign investment capital into Germany,
starting in 2004. In February 2006, the company acquired 54% of the nationwide asset
manager, Resolution GmbH. At this time, Resolution managed €700m of commercial real
estate for institutional investors.

The landmark deal was the acquisition of the €1bn “Herkules” portfolio by Oaktree, where
Colonia was appointed as asset manager and” as co-investor. The managed assets have
increased significantly to more than €3bn as of today, and we expect an average
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increase of €775m pa until 2010. In addition to its stake as co-investor, Colonia receives
a stable fee income.

Colonia — asset management

(€m) 2007E 2008E 2009E 2010E
AuM at year end 3,000 3,700 4,300 4,600
Increase in AuM 1,200 700 600 600
Average AuM 2,100 2,200 2,450 2,600
Management fee income 10.5 13.2 14.7 15.6
Other fee 2.0 8.4 9.0 10.8
Total revenue 12.5 21.6 23.7 26.4
EBITDA 6.3 11.2 12.6 15.8

Source: Dresdner Kleinwort Research estimates

Funds business as an add-on

In 2006, Colonia hired an experienced team from DB Real Estate to set up the special
funds business. The first fund, consisting of a portfolio of nursing homes, valued at €57m,
was placed with institutional investors in February last year. From 2008, we expect an
annual distribution volume of at least €100-120m. The up-front fee differs according to
the type and structure of funds, but normally comes out at 6-8% of the volume.

Colonia - funds management

(€m) 2008E 2009E 2010E
Distribution volume 100 120 120
Revenues 7.0 7.2 7.2
Expenses 6.0 4.5 4.4
EBITDA 1.1 2.7 238
CRE stake 0.6 1.5 1.6
Minorities 0.5 1.2 1.2

Source: Dresdner Kleinwort Research estimates

Colonia recently announced the closing of a master agreement with systaic AG for
€100m about the construction of solar panels on Colonia’s residential properties. The
company expects an investment volume of €60m and an additional income of €6-8m
because of the fact that the energy produced by the solar panels can be fed into the
national power grid according to a special German law. Colonia expects that about 60%
of its existing 20,000 residential units can be used to install solar panels. Later on
Colonia considers also constructing solar panels also on some of the third-party
commercial properties which are managed by the company.

We have not yet included the earnings of Colonia’s new business segment (“Sustainable
Living”) into our model but it looks attractive at a first glance: no capital increase is
necessary (10% equity) and the part of recurrent income will increase further.
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Colonia Real Estate — income statement

(€Em) 2006 2007E 2008E 2009E 2010E
Total income (excl. interest income) 128.55 160.65 282.38 315.68 345.46
Total expenses (excl. interest expense) -76.87 -59.59 47.40 65.87 83.86
Gross rental income 16.27 52.85 81.52 82.69 85.07
Service charge on principal basis 4.19 9.80 16.30 16.54 17.01
Property operating expenses -9.63 -18.50 -28.53 -28.94 -29.77
Net rental income 10.83 44.15 69.30 70.28 72.31
Proceeds from asset and funds management 3.03 16.50 28.60 30.90 33.60
Expenses from asset and funds management -2.80 -11.50 -12.87 -13.91 -156.12
Net income from asset and funds management 0.23 5.00 15.73 17.00 18.48
Administrative expenses -8.94 -16.09 -18.02 -20.19 -22.20
Other income 0.21 6.00 2.00 5.00 5.00
Other expenses -0.92 -13.50 -3.50 -3.50 -3.50
Investment property disposal proceeds 62.00 0.00 134.55 161.46 188.37
Expenses in connection with sale of investment property -2.1 0.00 -4.04 -4.84 -5.65
Carrying value of investment property disposals -52.46 0.00 114.37 137.24 160.11
Profit on disposal of investment property 7.43 0.00 16.15 19.38 22.60
Valuation gains 42.85 92.00 48.00 50.00 50.00
Valuation losses 0.00 0.00 0.00 0.00 0.00
Valuation movements 42.85 92.00 48.00 50.00 50.00
EBIT 51.68 117.56 129.65 137.97 142.69
Interest expense -9.83 -18.68 -25.21 -32.78 -36.06
Interest income 0.60 4.10 1.10 1.00 0.90
EBT 42.44 102.98 105.53 106.19 107.53
Income tax expense -11.31 -33.98 -30.08 -30.26 -30.65
Net profit 31.14 69.00 75.46 75.93 76.89
Attributable to:

Equity holders of the parent 30.32 67.60 70.96 73.73 74.39
Minority interest 0.81 1.40 4.50 2.20 2.50
Consolidated net profit 31.14 69.00 75.46 75.93 76.89
Basic EPS 1.52 3.00 3.15 2.73 2.76
Diluted EPS 1.52 2.50 2.63 2.73 2.76
DPS 0.00 0.15 0.30 0.35 0.40

Source: Company data, Dresdner Kleinwort Research estimates
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Disclosures under US regulations

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 contained in this report.

Any forecasts or price targets shown for companies and/or securities discussed in this report may not be achieved due to
multiple risk factors including without limitation market volatility, sector volatility, corporate actions, the unavailability of
complete and accurate information and/or the subsequent transpiration that underlying assumptions made by Dresdner
Kleinwort or by other sources relied upon in the report were inapposite.

Past performance is not an indicator of future performance.

Dresdner Kleinwort Research — Recommendation definition
(Except as otherwise noted, expected performance over next 12 months)

Buy: 10% or greater increase in share price Sell: 10% or more decrease in share price
Add: 5-10% increase in share price Reduce: 5-10% decrease in share price
Hold:  +5%/-5% variation in share price

Distribution of Dresdner Kleinwort equity recommendations as of 31 Dec 2007

All covered companies Companies where a Dresdner Kleinwort company has

provided investment banking services (in the last 12

months)

Buy/Add 383 61% 142 37%

Hold 165 26% 34 21%

Sell/Reduce 7 12% 14 18%
Total 625 190

Source: Dresdner Kleinwort Research

Additional disclosures under other non-US regulations

The disclosures under US regulations above should be read together with these additional disclosures.
Dresdner Kleinwort or an affiliate regularly holds trading positions in the shares of Colonia Real Estate.

Recipients should note that Dresdner Kleinwort has submitted a draft of this report (with the recommendation/rating, price
target/spread and summary of conclusions removed) to the relevant issuer(s) for factual review and that amendments
have been made following that review.

In respect of any compendium report covering six or more listed companies, please refer to the following website for all
relevant disclosures:

Unless otherwise noted, the securities mentioned in this report are priced as of 12 March 2008 at 10:30. Time given is
local to the address shown at the bottom of the first page of this report.

Disclaimer

This report has been prepared by Dresdner Kleinwort, by the specific legal entity named on the cover or inside cover
page.

This report is a communication made, or approved for communication in the UK, by Dresdner Kleinwort
Securities Limited (authorised and regulated by the Financial Services Authority and a Member Firm of the London Stock
Exchange). It is directed exclusively to eligible counterparties and professional clients. It is not directed at retail clients and
any investments or services to which the report may relate are not available to retail clients. No persons other than an
eligible counterparty or a professional client should read or rely on any information in this report. Dresdner Kleinwort
Securities Limited does not deal for, or advise or otherwise offer any investment services to retail clients.
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regulated by the Federal Financial Supervisory Authority (‘BaFin’) by the laws of Germany.
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Class Order 03/1099. DBAG is regulated by BaFin under the laws of Germany and Dresdner Kleinwort Securities Limited
is regulated by the Financial Services Authority under the laws of the United Kingdom, both of which differ from Australian
laws.

This report contains general information only, does not take account of the specific circumstances of any recipient and
should not be relied upon as authoritative or taken in substitution for the exercise of judgment by any recipient. Each
recipient should consider the appropriateness of any investment decision having regard to their own circumstances, the
full range of information available and appropriate professional advice. The information and opinions in this report
constitute judgment as at the date of this report, have been compiled or arrived at from sources believed to be reliable and
in good faith (but no representation or warranty, express or implied, is made as to their accuracy, completeness or
correctness) and are subject to change without notice. Dresdner Kleinwort may amend, supplement or update the
contents of this report in such form and in such timescales as Dresdner Kleinwort deems appropriate. Recommendations
and opinions herein reflect Dresdner Kleinwort's expectations over the 12 month period following publication from the
perspective of long-only investment clients. Dresdner Kleinwort reserves the right to express different or contrary
recommendations and opinions for different timescales or for other types of investment client. This report does not
constitute or form part of, and should not be construed as, any offer for sale or subscription of, or any invitation to offer to
buy or subscribe for, any securities, nor should it or any part of it form the basis of, or be relied on in any connection with,
any contract or commitment whatsoever. Dresdner Kleinwort accepts no liability whatsoever for any loss or damage
arising from any use of this report or its contents. Whilst Dresdner Kleinwort may provide hyperlinks to websites of entities
mentioned in this report, the inclusion of a link does not imply that Dresdner Kleinwort endorses, recommends or
approves any material on the linked page or accessible from it. Dresdner Kleinwort accepts no responsibility whatsoever
for any such material, nor for any consequences of its use. This report is for the use of the addressees only, is supplied to
you solely in your capacity as an investment professional or knowledgeable and experienced investor for your information
and may not be reproduced, redistributed or passed on to any other person or published, in whole or in part, for any
purpose, without the prior, written consent of Dresdner Kleinwort. Dresdner Kleinwort may distribute reports such as this
in hard copy, electronically or by Voiceblast. Dresdner Kleinwort and/or any of its clients may undertake or have
undertaken transactions for their own account in the securities mentioned in this report or any related investments prior to
your receipt of it. Dresdner Kleinwort specifically draws recipients attention to the disclosures contained in the Disclosure
Appendix but notes that, excluding (i) Dresdner Kleinwort Securities LLC and (ii) the research analyst(s) responsible for
this report unless specifically addressed in the "Disclosures under US regulations": (a) Dresdner Kleinwort and its
directors, officers, representatives and employees may have positions in or options on the securities mentioned in this
report or any related investments or may buy, sell or offer to buy or sell such securities or any related investments as
principal or agent on the open market or otherwise; and (b) Dresdner Kleinwort may conduct, solicit and/or engage in
other investment and/or commercial banking business (including without limitation loans, debt securities and/or derivative,
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currency and commodity transactions) with the issuers or relating to the securities mentioned in this report. Accordingly,
information may be available to Dresdner Kleinwort, which is not reflected in this report or the disclosures. In this notice
“Dresdner Kleinwort” means Dresdner Bank AG and/or Dresdner Kleinwort Securities Limited and any of their affiliated or
associated companies and their directors, officers, representatives or employees and/or any persons connected with
them. Additional information on the contents of this report is available at

and on request.

© Dresdner Kleinwort Securities Limited 2008
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Summary financials and key valuations

Profit and loss statement Sales and EBITDA margin

2006 2007E 2008E 2009E (€m) (%)
Sales €m 129 161 282 316 350 7 90
EBITDA €m 54 136 17 120 300 1 80
EBITDA margin % 418 848 416 381 250 i ;g
EBITA incl associates €m 95 210 178 188 200 1 i 50
EBITA margin % 735 NM 62.9 59.5 150 L 40
Pre-tax profit excl except €m 85 195 154 156 i | 30
Pre-tax margin % 66.3 NM 54.4 495 100 4 | 20
Attributable profit €m 57 125 105 109 50 L 10
Dil EPS incl except € 1.52 2.50 2.63 273 0 o
DPS € 0.00 0.15 0.30 0.35 2006 2007E 2008E 2009E

I Sales —— EBITDA margin (RHS)

Balance sheet Source: Company data, Dresdner Kleinwort Research estimates

2006 2007E 2008E 2009E
Total fixed assets €m 371 901 1,131 1,360
Total current assets €m 49 86 80 79
Total assets €m 420 986 1,211 1,439
Equity & min int €m 100 297 301 302
Total liabilities €m 320 690 909 1,137
Total provisions €m 0 0 0 0
Total liab, prov & equity €m 420 986 1,211 1,439
Working capital €m (69) 10 (2) (13)
Net (debt)/cash €m (105) (456) (672) (890) Company

With 20,000 units, Colonia owns the third-largest

Cash flow residential portfolio among the listed German

2006 2007E  2008E  2009E property stocks. Colonia’s second division manages
Pre WC gross cash flow €m (13) 72 79 75 commercial real estate for third parties and has more
Gross cash flow €m 3) 2 83 76 than €3bn AuM. The integrated business model
Net capex €m (98)  (520)  (466)  (439) delivers stable income from rents, management fees
Free cash flow €m (112) (595) (410) (390) . . i
FCF post div em  (112)  (595)  (410)  (390) and gains from property disposals. The stock is

currently trading at an FFO yield of 11.2% and at a
. 35% discount to 2008E NAV.

Ratios

2006 2007E 2008E 2009E

P/E X 22.8 6.8 6.0 5.8

P/E rel % 29.9 17.6 28.8 30.8

PEG X 0.0 0.0 NM 0.8

P/CF X NM 4.2 3.8 4.9

Yield % 0.0 0.9 1.9 2.2

P/B X 2.7 1.0 1.0 1.2

EV/ sales x 292 474 347 400 Key share data

EV/ EBITDA X 7.0 5.6 8.3 10.5 Total no. of shares t 21,986
EV/ EBITA X 4.0 3.6 5.5 6.7 Free float % 55.7
Post tax ROCE % 31.2 18.0 13.1 11.3 Major shareholders

ROE % 57.3 42.5 35.5 37.2 Swiss Real estate % 28.3
Net debt/ equity % 104.7 153.6 222.8 295.1 William Blair & Company % 6.1
Net debt/ MV % 34.6 150.5 221.8 293.9 Wedge International B.V. % 3.6
Interest cover X 1.2 3.0 29 22 Atticus % 34
Dividend cover X NA 16.7 8.8 7.8 UBS % 3
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