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Colonia Real Estate is due to report Q1 2007 results on 29 May. It continued to build up its residential 
portfolio in Q1, with the acquisition of 51% of two portfolios, amounting to 9,850 (10,100 units indicated 
initially), and its second business pillar, non-residential co-investments, by teaming up with Merrill Lynch to 
acquire a 10% stake in a 12-unit portfolio. Both transactions should boost the company’s third pillar, asset 
management, as both portfolios are managed by its Resolution GmbH asset management unit. 

Portfolio build up was the focus of activities in Q1 2007 

Colonia�Real�Estate�bought�9,850�residential�units�for�c.�€360m�in�Q1.�These�assets�generate�rental�income�of�c.�€30m,�but�

it�currently�owns�just�51%,�hence�only�51%�of�total�rental� income�will�be�accounted�for,�starting�in�Q2�2007.�We�believe�

that�the�price�paid�(€576/sq�m)�is�in�line�with�group’s�overall�average�price�per�sq�m.�The�purchase�almost�doubled�Colonia�

Real�Estate’s�purely� residential�units� to�18,830�at� the�end�of�Q1�2007.�As� the�Merrill�Lynch�portfolio�also� includes�some�

residential�units,�the�total�number�of�residential�units�under�management�is�likely�to�be�higher.�

Rental income not likely to have benefited in Q1, but should do so in Q2 2007 

The�company�held�8,973�residential�units�contributing�to�its�rental�income�stream�as�at�April�2007.�We�expect�it�to�have�had�

total�rental�income�of�€6.62m�in�Q1�2007,�compared�with�€2,83m�in�Q1�2006.�We�believe�the�vast�majority�of�rental�income�

is�likely�to�come�from�the�residential�portfolio�built�up�during�2006.�

Estimated Q1 rental income (excluding new portfolios) 

Portfolio (€m) 

Acquired 

in: 

Initial 

annual 

rent 

Initial 

vacancy 

rate 

Current 

vacancy 

rate 

Rent as % of 

initial rent 

Current 

annual 

rent 

Estimated 

Q1 2007 

rent Q1 2006 (A) 

Grasmus� June�05� 3.80� 5.6%� 6.8%� 82%� 3.13� 0.78� �

Bremen� Aug�06� 1.10� 8.1%� 7.5%� 108%� 1.19� 0.30� �

Berlin�Capital� Sep�06� 6.10� 20.0%� 18.5%� 108%� 6.59� 1.65� �

Aachen� Nov�06� 2.00� 11.0%� 17.4%� 63%� 1.26� 0.32� �

Hamburg� Dec�06� 4.80� 23.7%� 25.4%� 93%� 4.48� 1.12� �

Berlin�Pike� Dec�06� 6.60� 9.5%� 9.7%� 98%� 6.46� 1.62� �

Total  24.40    23.12 5.78 2.01 
Hotel� 2005� � � � � � 0.33� 0.32�

Commercial� 2005� � � � � � 0.52� 0.50�

Total rental income       6.62 2.83 

Source: Colonia Real Estate, Commerzbank Corporates & Markets 

Management revenues likely to have surged in Q1, but should rise further in Q2 

Asset� management� has� firmly� established� itself� as� one� of� the� company’s� core� activities.� We� estimate� that� Fund�

Management�booked�a�gain�of�€1.75m�from�the�placement�of� the� ‘CareInvest�1’� fund,�while�Asset�Management�should�

have�received�some�€875,000�for�advising�on�the�‘Maximilian’�transaction�and�about�€2.4m�in�ongoing�fee�income.�

Capital increase proceeds did not affect Q1 results 

Colonia�Real�Estate�increased�its�capital�in�April�through�a�2:5�capital�increase�at�€28.50,�which�boosted�the�group’s�equity�

by�about�€179m�(before�costs).�While�the�cash�inflow�should�not�have�affected�the�Q1�2007�results,�it�might�well�do�so�in�

Q2�2007,�as� the� interest� income�on�the�amount� is� likely� to�be�more�than�€1.0m� in� the�current�quarter,�while� the�deal� to�

purchase��the�‘Maximilian’�portfolio�was�only�closed�in�late�April.�
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IFRS40 valuation gains are likely to have boosted Q1 2007 results 

We�expect�Q1�results�to�be�boosted�by�IFRS40�valuation�adjustments,�which�seem�to�have�benefited�from�strong�demand�

for� residential� portfolios� and� from� the� fact� that� Colonia� Real� Estate� acquired� the� new� ‘Maximilian’� portfolio� at� attractive�

prices.�On�this�basis,�we�believe�that�IFRS40�adjustments�could�well�account�for�€12.4m�in�Q1�2007,�about�twice�the�level�

of�Q1�2006,�when�the�company’s�portfolio�was�a�fraction�of�its�current�size.�

However,�given�the�fact�that�it�only�bought�the�‘Maximilian’�portfolio�in�Q1�2007,�it�might�opt�not�to�revalue�the�assets�in�the�

same�quarter.�In�that�case,�we�would�expect�it�to�post�a�net�profit�of�€2.3m.�This�would,�we�believe,�represent�the�first�net�

cash� profit� in� the� company’s� history.� In�Q1� 2006,� the� group� reported� a� net� profit� of�€4m,� but� stripping� out� the� IFRS40�

adjustments,�this�profit�would�have�turned�into�a�loss�of�c.�€1m.��

TABLE�1: Q1 2007 earnings forecast�

Excl IFRS40 Q1 2007 Q1 2006 % change  Incl IFRS40 Q1 2007 Q1 2006 % change 

Rental�revenues� 6.620� 2.830� 134%� �Rental�revenues� 6.620� 2.830� 134%�

AM&FM�income� 5.016� 0.000� � �AM&FM�income� 5.016� 0.000� �

Other�op.�income� 1.000� 0.000� � �Other�op.�income� 1.000� 0.000� �

WIP� 0.000� 0.000� � �WIP� 0.000� 0.000� �

Total� 12.635� 2.830� 346%� �Total� 12.635� 2.830� 346%�

COGS� -2.759� -0.449� 514%� �COGS� -2.759� -0.449� 514%�

Personnel�costs� -1.546� -0.306� 405%� �Personnel�costs� -1.546� -0.306� 405%�

Other�op.�

expenses�

-1.550� -1.209� 28%� �Other�op.�

expenses�

-1.550� -1.209� 28%�

Total� -5.855� -1.964� 198%� �Total� -5.855� -1.964� 198%�

EBITDA� 6.781� 0.866� 683%� �EBITDA� 6.781� 0.866� 683%�

Depreciation� -0.010� -0.004� 150%� �Depreciation� -0.010� -0.004� 150%�

EBIT�� 6.771� 0.862� 685%� �EBIT�� 6.771� 0.862� 685%�

Interest�costs� -3.308� -1.394� 137%� �Interest�costs� -3.308� -1.394� 137%�

Interest�income� 0.000� 0.000� � �Interest�income� 0.000� 0.000� �

Other�financials� 0.000� 0.000� � �other�financials� 0.000� 0.000� �

IFRS40�valuation� 0.000� 0.000� � �IFRS40�valuation� 12.414� 6.018� 106%�

EBT� 3.463� -0.532� -751%� �EBT� 15.877� 5.486� 189%�

Taxes��� -0.935� -0.500� 87%� �Taxes��� -4.287� -1.428� 200%�

-�Taxes�paid� -0.935� -0.500� � �-�Taxes�paid� -0.935� 0.000� �

Net� 2.528� -1.032� -345%� �Net� 11.590� 4.058� 186%�

Minorities� -0.25� -0.007� � �Minorities� -0.25� -0.007� �

Net� 2.278� -1.039� � �Net� 11.340� 4.051� 180%�

Source: Colonia Real Estate, Commerzbank Corporates & Markets 

* IFRS40 adjustments of €6.02m reported in 2006 excluded 

Conclusion: stock is attractive after an 11.8% rise in Q1 and a subsequent 12.1% fall 

We�assume�that�Colonia�Real�Estate�will�comment�on�its�2007�guidance�when�it�releases�the�Q1�2007�results.�Overall,�we�

expect� its� cash� earnings� to� be� sufficient� to� cover� all� its� costs,� including� interest� costs.�We� also� believe� that� the� newly-

formed�asset�management�arm�will�emerge�as�one�of�Colonia�Real�Estate’s�core�business�lines.�

Since� the� announcement� of� the� capital� increase,� the� stock�has� fallen�by� c.�12%�and� is� now� trading� at� around� the� same�

levels� as� the� beginning� of� the� year.� We� think� that� the� stock� suffered� unduly� from� the� effects� of� the� capital� increase.�

However,� the�company�needs� to�show�evidence� that� it� can� invest� the�proceeds� from�the�capital� raising�quickly�–�and�at�

prices�similar�to�those�at�which�it�usually�acquires�portfolios.�In�recent�large�transactions�(the�Whitehall�deal)�Colonia�Real�

Estate’s�Resolution�GmbH�was�not�part�of�the�winning�syndicate.��

Colonia�Real�Estate�should�benefit� in�Q2�2007� from�the�positive�cash� inflow� following� the�capital� increase.� It� announced�

earlier�that�it�might�want�to�acquire�the�remaining�49%�of�the�‘Maximilian’�portfolio�it�doesn’t�own.�Using�its�typical�20%-

25%�equity�ratio,�this�would�employ�€36m-€45m�of�the�cashed-in�sum,�leaving�ample�cash�to�continue�its�growth�path�in�

our��view.� 
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Publication according to article 5 (4) no. 3 of the German Regulation concerning the analysis of financ ial instruments: 

Number of recommendations from Commerzbank, ZCM, 
within the first quarter 2007 

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

42 (58.2%) buy 8 (66.6%) 

26 (36.2%) hold 4 (33.4%) 

4 (5.6%) sell 0 (0%) 

 

 

 

For each company covered in this report, the views presented accurately reflect the personal views of the analyst. No part of the analysts' compensation was, is or will be 

directly or indirectly related to the recommendations or views expressed. Unless otherwise stated current prices refer to the closing price of the previous trading day. It 

has not been determined in advance whether and in what intervals this report will be updated. 

Equity Recommendation Definitions 

Commerzbank Corporates & Markets Research fundamental equity analysts rate the shares of the companies they cover on an absolute basis using a 12-month target 
price. Stocks showing implied share price upside of more than 10% from the current price to the 12-month target price are rated Buy. Stocks with more than 10% 
downside from the current share price to the 12-month target price are rated Sell. Stocks where the current share price is within a 10% range of the 12-month price target 
are rated Hold.  

Additional information  

This document has been created and published by the Corporates & Markets division of Commerzbank AG, Frankfurt/Main or the group companies mentioned in the 
document ("Commerzbank"). The document is intended for distribution to the bank's professional and institutional clients and not to its private clients. 

Commerzbank Corporates & Markets (CBCM) is the investment banking division of Commerzbank AG, integrating debt, equities, interest rates and foreign exchange, 
with specific expertise in corporate risk and capital structuring. 

Any information in this report is based on data obtained from sources considered to be reliable, but no representations or guarantees are made by Commerzbank Group 
with regard to the accuracy or completeness of the data. The opinions and estimates contained herein constitute our best judgement at this date and time, and are 
subject to change without notice. This report is for information purposes, 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. 

Commerzbank Group may provide banking or other advisory services to interested parties. 

This report is intended solely for distribution to professional and business customers of Commerzbank Group. It is not intended to be distributed to private investors or 
private customers. Not for distribution to third parties. Commerzbank Group accepts no responsibility or liability whatsoever for any expense, loss or damages arising out 
of or in any way connected with the use of all or any part of this report. 

In compliance with statutory and regulatory provisions, Commerzbank has made internal organisational arrangements so as to prevent as far as possible any conflicts of 
interest in preparing and transmitting analyses. These include, in particular, in-house information barriers (Chinese walls). These barriers prevent giving analysts access 
to information that may cause conflicts of interest for Commerzbank AG with regard to the analysed issuer or its financial instruments. These information barriers also 
apply to any information not in the public domain to which Commerzbank AG may have access from a business relationship with the issuer. For statutory or contractual 
reasons, this information cannot be used in an analysis of the securities and are therefore not included in this report. 

Commerzbank AG, its affiliates and/or clients may conduct or may have conducted transactions for their own account or for account of another with respect to the 
financial instruments mentioned in this report or related investments before the recipient has received this report. Commerzbank AG, its executives, managers and 
employees may hold shares or positions, possibly even short sale positions, in securities included in this report or related investments  

 

Specific notices of possible conflicts of interest w ith respect to issuers or securities forming the su bject of this report (No. 1-6 acc. to German law, n o. 7-9 
acc. to UK/US law, no.10-12 acc. to US law – NYSE Rule  472(k) and NASD Rule 2711(h)(2)): 

2. Commerzbank AG and its affiliates regularly hold shares of the analysed company or companies in their trading portfolios. 

4. Commerzbank AG, or its affiliates, acts as sponsor for the analysed securities of Colonia Real Estate on stock exchanges or in markets. 
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Additional note to readers in the following countri es: 

Germany: Commerzbank AG is registered in the Commercial Register at Amtsgericht Frankfurt under the number HRB 32000 and supervised by the German regulator 
Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin). This report is intended to help customers make their own independent investment decisions, and is no substitute 
for investor and investment-based consulting. The information contained in this report was compiled with care.  

United Kingdom:  This report has been issued or approved for issue in the UK to professionals and business customers only, by Commerzbank AG, London Branch, 
which is authorised by the German regulator Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin) and by the Financial Services Authority, regulated by the Financial 
Services Authority for the conduct of business in the UK, and is a member firm of the London Stock Exchange and incorporated in Germany with limited liability. It is not 
for distribution to or the use of private customers 

United States: Commerzbank Capital Markets Corp. (a wholly owned subsidiary of Commerzbank AG) is a U.S. registered broker-dealer and has accepted responsibility 
for the distribution of this report in the United States under applicable requirements. Any transaction by US persons must be effected with Commerzbank Capital Markets 
Corp. Under applicable US law; information regarding clients of CCMC may be distributed to other companies within the Commerzbank Group. 

Italy: You should contact Commerzbank AG London Branch if you wish to use our services to effect a transaction in any of the securities mentioned in this publication. 
This report has been issued for distribution in Italy only to professional customers as defined in article 31 of Consob regulation 11522/98 and later modifications. 

© 2007 No part of this report may be reproduced or distributed in any manner without permission of Commerzbank Group. In particular Commerzbank Group does not 
allow the redistribution of this report to non-professional investors and cannot be held responsible in any way for any third parties who effect such redistribution. 
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