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“Investors’ interest 
in shopping centers
remains high”
Deutsche EuroShop has put yet 
another highly successful financial
year under its belt, and shareholders
are benefiting from this. However,
it is becoming increasingly difficult 
to keep up the pace.
We spoke to Claus-Matthias Böge,
Chief Executive Officer, and 
Olaf G. Borkers, Chief Financial Officer.
Interview: Patrick Kiss / Photos: Werner Bartsch

Claus-Matthias Böge (left side):
Suit, shirt and tie: Karl Lagerfeld (SinnLeffers)
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Olaf G. Borkers (right side):
Suit: s.Oliver Selection (SinnLeffers)
Shirt and tie: Karl Lagerfeld (SinnLeffers) 



Mr Böge, what kind of year was 2006 for Deutsche
EuroShop?
Böge: It was an excellent year. Once again, we had set
ourselves a large number of targets – and met them too. We
expected revenue to increase from ¤72.1 million
to between ¤91 and ¤94 million. The final 
figure of ¤92.9 million was almost exactly
in the middle of this range. 

What was the reason for this impressive 29%
increase?
Böge: There are a number of different reasons. The Rathaus-
Center in Dessau made its first contribution to consolidated
revenue at the beginning of 2006, as did City Arkaden
Klagenfurt, which opened at the end of March. In addition,

the Main-Taunus-Zentrum was included proportionately in
the consolidated financial statements for the first time.

What were your bottom line earnings in 2006?
Böge: Consolidated profit was approximately ¤100 million,

more than twice as high as last year’s, due in part to
measurement gains on our shopping center portfolio.

Borkers: This figure contains gains from disposals. In April
2006, we sold the Shopping Etrembières center in France for
¤41 million. This was followed at the end of the year by the
sale of the Centro Commerciale Tuscia in Viterbo, Italy, for
¤57.6 million – a figure that was far higher than we had origi-
nally expected. Taken together, these two transactions gener-
ated a profit of ¤14.8 million. This corresponded to a premium
of approximately 18% or so on the most recent market values
of the properties recognised in the financial statements.

Blazer and shirt: Smog (New Yorker)
Trousers: Giorgio (Sinn Leffers)
Scarf: New Yorker
Watch: Emporio Armani (Christ)
Shoes: Geox (Görtz)
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“We had set ourselves
a large number of targets – and    

met them too.”



Hoodie: New Yorker
Shirt: New Yorker
Trousers: s.Oliver
Shoes: Geox (Görtz)
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Could you elaborate a little on
the measurement gains?
Borkers: Yes, certainly. The fair
value of the properties was
determined by independ-
ent appraisers as at 
31 December 2006 using a
discounted cash flow proce-
dure. With this procedure, the
fair value corresponds to the
present value of future net
income. The net income is
the rental income from the
shopping center less the
management, administration
and maintenance costs. The
discount rates used to adjust
the future net income to the
valuation date was calculated
by the appraisers for each
specific shopping center,
taking into account the indi-
vidual risk profiles. The risk
profiles are the result of a
rating procedure in which
each center is evaluated
according to some 150 individ-
ual criteria.

Böge: Put in figures, measurement gains increased by 
¤49.9 million to ¤72.3 million. All portfolio properties
increased in value; taken together, the centers in Klagenfurt
and Dessau, which were included for the first time, recorded
measurement gains of ¤22.7 million. 

What are the earnings figures broken down per
share?

Böge: Undiluted earnings per share rose from ¤3.09 to
¤5.84. Of this figure, ¤1.53 is attributable to operations,

¤1.33 to the sale of the two shopping centers and
¤2.98 to the measurement gains of the portfolio. 

One important indicator in the real
estate business is the net asset value

(NAV). How did this develop over the
past year?

Borkers: Our Company’s net asset value
rose by ¤82.9 million to ¤877.4 million at

year-end 2006. This corresponds to an
increase of ten percent and – with

approximately 17.2 million shares
in issue – a net asset value
per share of ¤51.05. 



T-shirt, jacket and trousers: s.Oliver
Scarf: Gerry Weber

Necklace: Christ
Wristband: D+G (Christ)

Shoes: Geox (Görtz)

You have already told us about the disposals. What
other changes have there been in the portfolio? 
Böge: Quite a few. We intended in 2006 to expand our port-
folio by making new investments amounting to between
¤100 and ¤150 million. We exceeded our own growth target,
having invested ¤220 million in very promising new shop-
ping centers.

Which shopping centers are these exactly?
Borkers: Firstly, Galeria Baltycka in Gdansk, Poland, in which
we acquired a 74% interest in August. Our share of the invest-
ment volume amounts to around ¤123 million. Galeria Baltycka
has been under construction since the beginning of May
2006; its grand opening is planned for this autumn. The initial
yield is 6.8%. The shopping center will present approxi-
mately 190 specialist shops on three levels. 100% of the
space has already been leased to well-known retailers
long before the center is scheduled to open.  

Böge: Shortly before Christmas 2006, we followed up this
very interesting project in Poland with a further invest-
ment in Germany. We acquired a 75% interest in the
Stadt-Galerie in Passau, Bavaria, which has been
under construction since October 2006, for
approximately ¤95 million. The initial yield
is 6.1%. The shopping center is sched-
uled to open in autumn 2008. It will
offer some 95 specialist shops on
three levels. Over 70% of the space
has already been leased. 

Who will manage the centers?
Borkers: Once again, ECE is our partner of choice for both
projects. It not only looks after center management, but is also
responsible for planning, development and leasing. 

Böge: We consider professional center management to be
the key to the success of a shopping center. This is why we
have outsourced it to the European market leader. We
concentrate on portfolio management. Our excellent shop-
ping center portfolio is the foundation of our long-term

success. The 16 centers are situated in first-
class locations in four European coun-

tries. The operational properties
are fully leased and provide reli-
able long-term income. We are
more than optimistic that, in
addition to Gdansk, the two
other new development pro-
jects in Passau and Hameln will
be fully leased by the time
they open, matching the
success of our other portfolio

properties. 

Interview with the Executive Board

10 DES | Annual Report 2006

“Our excellent shopping center portfolio is the
foundation of our long-term success.”



What does the future have in store?
Borkers: In 2007, we wish to consolidate the high level that
we achieved in 2006 so that we can pick up speed again in
2008 with the new centers that are due to open. It must be
taken into account that, with the sale of the centers in France
and Italy, over four percent of our operating revenue
has been sold or transferred to new development
projects that are not yet generating income. In
2007, we expect Galeria Baltycka to at least
partially offset the deficit in rental income
brought about by the disposals.

Could you express this in figures? In the
past, Deutsche EuroShop has always
met its forecasts reliably. What are your
expectations as regards revenue, EBIT
and EBT?
Borkers: We expect revenue for 2007 to be on
a par with that of the previous year, i.e. between
¤92 and ¤94 million. As of 2008, the shopping
centers in Hameln and Passau will contribute to
revenue for the first time. In addition, Galeria Baltycka
will be in operation for its first full financial year. In view
of this, we expect revenue to jump to between ¤108
and ¤112 million in 2008.

In 2006, EBIT was ¤73.6 million when
adjusted for disposal income. For
2007, we expect it to be in the
region of ¤71 to ¤73 million.
When all centers have been
opened, EBIT for 2008
should increase from ¤87
to ¤90 million.

Excluding the measurement gains and the disposal income,
EBT for 2006 was ¤32.7 million. For the 2007 financial year, we
expect this figure to be between ¤30 and ¤32 million. In 2008,

it should be possible to achieve between ¤42
and ¤44 million.

In which countries does
Deutsche EuroShop wish to
expand? What do you have
in the pipeline?
Böge: We will continue to

focus primarily on Germany.
However, I am glad that this

question has come up
because it gives me the
opportunity to emphasise
that it is not easy to achieve

growth through acquisitions
at present, be it in Germany

or elsewhere. 
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“We can pick up 
speed again in 2008 with the 
new centers that are due to open.“

Blazer and necklace: New Yorker
Sweatshirt: s.Oliver
Wristband: D+G (Christ)



Why is this?
Böge: Because investor interest in shopping centers in
Germany and Europe remains high. Prices are rising and
yields are falling. The minimum yield that we look for from
new investments is over 5%. This is almost impossible to
generate at the moment. 

Borkers: In addition, the price of construction material and
services has been rising for some time. This increases the
cost of new development projects in particular. 

How are you planning to address this
situation?
Böge: The real estate business
is long-term in nature. We
have the necessary stamina
for this. Our aim of expand-
ing our portfolio by ¤100 to
150 million annually should
be seen as an average over
several years. In the last
two years, we have
invested more
than ¤410 million. 

We could sit back and just observe the market for a year or
two without deviating from our strategy. However, we are
keeping close to the action and will be able to react quickly
to make the most of any opportunities that arise. In any case,
in line with our “buy & hold” approach, we place more value
on the quality of our shopping centers than on the rate of
growth of our portfolio.

Borkers: And we always have growth opportunities within
the existing portfolio. For instance, a planning permission
application is currently being prepared to expand the Main-
Taunus-Zentrum by some 13,000 m2 in leasable space. Provi-
sional planning permission has already been granted. All
being well, construction work can begin at the end of 2007.

How did the DES share price perform in 2006?
Borkers: Very encouragingly. The share price rose from
¤47.45 to ¤56.16 – an increase of over 18%. Thanks to the rela-
tively low volatility of the shares, our shareholders were once
again able to sleep soundly in 2006. Together with the divi-
dend of ¤2.00 per share paid out in June, they achieved an

impressive performance of just under 23%, after around
28% in the previous year. 
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Suit: s.Oliver Selection (SinnLeffers)
Shirt and tie: Karl Lagerfeld (SinnLeffers) 

Belt: Gardeur (SinnLeffers)
Watch: Emporio Armani (Christ)

Shoes: Lloyd (Görtz)

“We place more value on the quality of our shopping centers
than on the rate of growth of our portfolio.”



Shirt and jumper:
Marc O’Polo

Böge: Quite right. We succeeded in increasing shareholder
value once again. Our market capitalisation is now in excess
of ¤1 billion. Five years ago, it was less than half this figure.
This is further proof that real estate investment pays in the
long term. 

How do shareholders benefit from this?
Böge: In view of our successful financial year, we are propos-
ing an increase in the dividend for our shareholders: from
¤2.00 to ¤2.10 per share. This corresponded to a return of
3.7% at the year-end closing price. It also continues to be one
of the highest dividend returns on the German stock market.
And dividends are tax-free this year, too.

One final question: The Executive Board photos for
this interview are rather unusual. What is the reason
for this?
Böge: I firmly believe that if a thing’s worth doing, it’s worth
doing properly. And I think that it is only fitting to use fashion
from our shopping centers to give our Annual Report the
character of a lifestyle magazine. 

Borkers: The world of shopping centers is fascinatingly
varied, and the properties exude a sense of vitality – which is
why we came up with the idea of “Feel Estate”. The photos
should be in keeping with this.

Thank you for talking to us.
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„Dividends are 
tax-free this year, too.”



Report of the
Supervisory Board

Supervisory Board

Manfred Zaß
Chairman of the

Supervisory Board
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Dear Shareholders,

The Executive Board informed us 
regularly, promptly and in detail of 
business developments.

� �

� �
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during financial year 2006, the Super-
visory Board performed the duties 
incumbent on it according to the law
and the Articles of Association and
closely followed the development of
Deutsche EuroShop AG. It monitored
and advised the Executive Board in its
management of the business. The
Executive Board informed us regularly,
promptly and in detail of business
developments.

Focus of advisory activities
We examined our Company’s net
assets, financial position and results 
of operations, as well as its risk
management, regularly and in detail. In
this context, we checked that the
formal conditions for implementing an
efficient system of monitoring our
Company were met and that the
means of supervision at our disposal
were effective. We ensured that all
significant factors affecting the busi-
ness were reported to us. Our discus-
sions focused on the development 
of the portfolio properties, their sales
trends, outstanding accounts, occu-
pancy rates, construction measures and
liquidity as well as investment cost trends
for our new development projects.

The Executive Board presented us 
with timely information on various

investment opportunities as well as the
intended and implemented measures
for the sale of our shopping centers in
France and Italy.

Specific current topics were discussed
by the Chairman of the Supervisory
Board and/or the Executive Commit-
tee of the Supervisory Board together
with the Executive Board as needed.
Transactions requiring the approval of
the Supervisory Board were discussed
and resolved in the relevant meetings.
We took urgent decisions following
the circulation of the relevant docu-
ments. In the case of decisions that
could have led to conflicts of interest,
the Supervisory Board members
concerned did not take part in voting.
All resolutions in the period under
review were approved unanimously.

Meetings
During financial year 2006, four regular
Supervisory Board meetings took
place, which were attended by all
Supervisory Board members.

In the first meeting on 19 April 2006, we
completed the annual review of the
efficiency of the Supervisory Board
and approved the agenda for the
Annual General Meeting. In this
context, we selected the auditor who

was proposed to the shareholders for
election. The resolution concerning the
creation of contingent capital for the
issue of a convertible bond was
discussed at length as a material
change to the Articles of Association.
In addition, the pros and cons of sell-
ing our shopping center in Italy were
discussed and the decision was made
to sell the property via a bidding
process.

As a result of the high measurement
gains on our real estate portfolio in
relation to operating profit at the end
of 2005, we again discussed the meth-
ods used by our expert valuers and
the resulting sensitivity in our meeting
on 22 June 2006. We established that
measurement gains and losses have 
a very significant influence on the
income statement for our Company, as
for all other real-estate companies
preparing their financial statements 
in accordance with IFRSs. Moreover,
these measurement gains and losses
are determined by factors beyond 
the control of the Executive Board. 
A number of investment opportunities,
including the interest in the Galeria
Baltycka in Gdansk, were also
presented to us in this meeting. 
We agreed to the acquisition of a 
74% interest on 24 July 2006 following



Supervisory Board
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circulation of the relevant documents.
In the third meeting on 13 September
2006 the Executive Board presented
initial information to us on the offer to
acquire an interest in the Stadtgalerie
in Passau. We also discussed our
Company’s financing strategy in view
of the general capital markets and
interest rate situation.

In the last meeting on 29 November
2006, a resolution was passed to
acquire a 75% interest in the Stadt-
galerie Passau. In addition, we agreed
to the conversion and expansion of
the Main-Taunus-Zentrum near Frank-
furt am Main and the purchase of a
piece of developed land in Gdansk
for the possible future expansion of
the Galeria Baltycka. Following a
report from the Executive Board on the
result of the bidding process for our
shopping center in Viterbo in Italy, we
resolved to sell the center to the high-
est bidder.

Committees
The Supervisory Board has formed
two separate committees, an Execu-
tive Committee and an Audit Commit-
tee, each with three members. We
consider this to be appropriate given
the size of the Company and the
number of Supervisory Board mem-
bers. During the year under review,
both committees held meetings on
24 March 2006. The members of the

committees also consulted each other
by telephone.

Corporate Governance
In December 2006, together with the
Executive Board, we issued an up-
dated declaration of conformity with
the recommendations of the Govern-
ment Commission pursuant to section

161 AktG and made this permanently
available on the Deutsche EuroShop
website on 10 January 2007. A separate
report on the implementation of the
Corporate Governance Code is
included in this annual report.

Financial statements of the AG
and the Group for the period
ended 31 December 2006
At the Audit Committee meeting on 
29 March 2007 and the Supervisory
Board meeting on 19 April 2007, the
Audit Committee and the Supervisory
Board examined in detail the annual
financial statements of Deutsche
EuroShop AG in accordance with
German commercial law, and the
consolidated financial statements in
accordance with International Financial
Reporting Standards (IFRSs), each as
at 31 December 2006, as well as the
management report and group
management report for financial year
2006. 

The documents relating to the financial
statements, the auditor’s reports and
the Executive Board’s proposal for the
appropriation of the unappropriated
surplus were presented to us in good
time. The auditor elected by the
Annual General Meeting on 22 June
2006, BDO Deutsche Warentreuhand
AG  Wirtschaftsprüfungsgesellschaft,
Hamburg, had previously audited the
financial statements and issued an
unqualified audit opinion in each case.
The auditor also confirmed that the
accounting policies and consolidation
methods in the consolidated financial
statements complied with the relevant
accounting provisions. Furthermore,
the auditor determined within the
framework of his assessment of the risk
management system that the Execu-

tive Board has taken the measures
required by section 91(2) AktG to
ensure early recognition of develop-
ments likely to endanger the contin-
ued existence of the Company.

The auditor’s representatives took part
in the discussion on the annual financial
statements and the consolidated finan-
cial statements on the occasions of the
Audit Committee meeting on 29 March
2007 and the Supervisory Board meet-
ing on 19 April 2007 and explained the
material results.

Following its own examination of the
annual financial statements of the AG,
the consolidated financial statements
and the management reports apper-
taining thereto, the Supervisory Board
did not raise any objections, agreed
with the result of the auditor’s audit
and approved the annual financial
statements of the AG and the consoli-
dated financial statements. The annual
financial statements have thus been
adopted. The Supervisory Board en-
dorses the Executive Board’s proposal
for the appropriation of the unappro-
priated surplus.

The development of the Company has
been very positive, thanks in particular
to the efforts of the Executive Board
and of the employees. The Supervi-
sory Board wishes to thank the Execu-
tive Board and the employees for their
hard and successful work for the
Company in financial year 2006.

Hamburg, 19 April 2007

Manfred Zaß, Chairman

The development of the Company has been
very positive, thanks in particular to the efforts
of the Executive Board and of the employees.

� �

� �
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From left to right
Dr. Michael Gellen (Deputy Chairman), Thomas Armbrust,
Manfred Zaß (Chairman), Alexander Otto, Dr. Jörn Kreke,
Dr. Bernd Thiemann




