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Deutsche EuroShop shares rise and
stabilise at a high level
Our shares started the year at e47.45 and continued the
upward trend started in mid-December 2005 until the end
of the first quarter of 2006. The shares reached their high for
the year of e58.24, which was also a new all-time high, on 
31 March (Xetra closing prices). As a result, Deutsche Euro-
Shop’s market capitalisation exceeded e1 billion for the
first time. At the start of May, our shares were also affected
by the sharp price falls on the global stock markets and the
price fell to e50.20. After the dividend payment on 23 June,
the shares entered a phase of sideways movement bet-
ween e53.00 and e55.00 lasting until December – in other
words they stabilised at a high level. At the end of the year,
Deutsche EuroShop shares broke out of the corridor in
which they had been trading for six months and moved
upwards. At the close of 2006 they were quoted at e56.16.
The market capitalisation of Deutsche EuroShop rose by
around e150 million in 2006 from e816 million to e965 million.

Performance of around 23%
The performance of Deutsche EuroShop shares – taking into
account the dividend paid of e2.00 per share – amounted to
22.6% year-on-year. The share price rose by 18.4%. This
means that Deutsche EuroShop’s share performance trailed
that of other German real estate companies and its Europe-
an peers1 somewhat, although on the other hand the volati-
lity of our shares was lower. We are also in competition with
open-ended real estate funds for investment capital: In 2006,
as in the past, an investment in our real estate share would
have produced a higher return than an investment in 
open-ended real estate funds, which achieved an average
performance of 4.3% (2005: 3.4%). In this context, some
funds again suffered outflows. In total, more than e7.4 billion
was withdrawn from open-ended real estate funds in 2006
(2005: e3.4 billion).
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Variety of opinions from analysts
Our share is now regularly followed by 19 analysts (as at 
31 March 2007, compared with 13 a year earlier) from well-
known German and international financial institutions2, and
their recommendations introduce us to new groups of
investors. Additional banks have indicated that they will
begin coverage of Deutsche EuroShop shares in 2007.
Information on the analysts’ recommendations can be
found at: www.deutsche-euroshop.com/research

Awards for IR activities
In 2006, Deutsche EuroShop received the "Capital Investor
Relations Prize" in the MDAX category for its investor rela-
tions activities. Each year, the financial magazine "Capital"
awards this well-known prize for outstanding communicati-
on with the financial markets, judging companies on their
target group focus, transparency, track record and extra
financial reporting. www.capital.de 

The readers of the investment magazine "Börse Online"
chose Deutsche EuroShop as the company which they felt
treated them most fairly from the point of view of open
and honest capital market communication. We were cho-
sen from 160 companies in the DAX, MDAX, SDAX and Tec-
DAX indices. www.boerse-online.de/bird2006 

Higher proportion of institutional 
and international shareholders
Currently (as at 31 March 2007) around 6,800 investors are
listed in Deutsche EuroShop's share register. Of these, the 50
largest shareholders hold 50% of the shares. During 2006,
institutional investors bought around 1.3 million shares from
private investors. As a result, the proportion of institutional
investors in Deutsche EuroShop rose again from 50% to 55%.
At the same time, the proportion of foreign investors increa-
sed from 27% to 30%. 

Dividend increased again
In financial year 2005, we increased the dividend by 4% to 
e 2.00. The Executive and Supervisory Boards will propose a
further rise in the dividend to e2.10 per share for the 2006
financial year to the Annual General Meeting on 21 June
2007 in Hamburg. With our long-term strategy of a dividend
policy based on continuity, and a comparatively high yield
of 3.7% (based on the 2006 year-end closing price of e56.16),
we hope to further cement the confidence of our existing
shareholders and attract new investors. In future, we intend
to distribute a dividend of at least e2.10 per share.

investor relations

86 DES | Annual Report 2006

Dividend remains tax-free
What is special about the Deutsche EuroShop dividend is its tax-free status for investors in Germany. Dividends
paid to shareholders domiciled in Germany are generally subject to income or corporation tax. Exceptions may
be made under certain circumstances for dividend payments that are regarded as equity repayments for tax
purposes (distributions from EK04 – equity class 04 – or, since 2001, from the tax-recognised contribution
account). Deutsche EuroShop's dividend fulfils this requirement. For shareholders, the dividend payment consti-
tutes untaxable (i.e. tax-free) income in accordance with section 20 (1) number 1 sentence 3 of the Einkommen-
steuergesetz (German Income Tax Act). 

Dividend (paid for the previous year) Year-end closing price (2007: 31.03.07)

2Aurel Leven, Bankhaus Lampe, Berenberg Bank, Cazenove, Deutsche Bank, equinet, Hamburger Sparkasse, HSBC, HSH Nordbank, HVB/UniCredit,
Kempen & Co., Kepler Equities, Lehman Brothers, Merrill Lynch, Metzler, M.M. Warburg & Co, Petercam Bank, Sal. Oppenheim and WestLB
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Then visit our website or call us:
Patrick Kiss and Nicolas Lissner
Phone: +49 (0)40 - 41 35 79 20 / -22
Fax:  +49 (0)40 - 41 35 79 29
E-Mail: ir@deutsche-euroshop.de
Internet: www.deutsche-euroshop.de/

englisch/investor/index.php

Institutional investors 55%

Private investors 26%

Otto family 19%

SHAREHOLDERS` STRUCTURE

Germany 70%

Other 4%

USA 4%

South Africa 3%

The Netherlands 2%

United Kingdom 2%

France 7%

Switzerland 4%

Belgium 4%

WOULD YOU LIKE
FURTHER INFORMATION?
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Will the

on the stock market 
continue this year as well?

champagne mood

Stock market development in 2006

DAX + 22.0%
MDAX + 28.6%
EURO STOXX 50 (Europe) + 15.1%
Dow Jones (USA) + 16.3%
Nikkei (Japan) +  6.9%

When the Shanghai stock exchange reported its
biggest one-day fall for around 10 years at the end of
February 2007 with a drop of over 9%, there they
were again: the prophets of doom! The crowd who in
recent years – thanks to huge price gains in all corners
of the globe – could hardly get a hearing in stock
exchange trading rooms. Suddenly the proverbial
glass was half empty – and, without exception, shares
were fundamentally overvalued! Political risks, pre-
viously treated as no more than marginal issues,
promptly entered the spotlight. But has the fun-
damental and political environment really taken
such a long-term turn for the worse?

Global stock exchanges on the up in 2006
Let's look back at 2006: The increase of 22% in the
German blue-chip DAX index left its big brother
the Dow Jones Industrial (+16%) far
behind. In London, investors in the
FTSE-100 enjoyed a rise in prices of
around 11%, while in Tokyo, the Nikkei-
225 rose by just under 7%. Anyone
who had backed the EURO STOXX 50
was rewarded with a solid 15%. The
biggest winners in the DAX were
ThyssenKrupp shares, which almost
doubled over the 12 months of 2006.
Sharp rises in commodity prices and a
strong dose of speculation surroun-
ding consolidation in the steel market
made the shares the top performer on
the DAX. However, on the last day of
trading, VW shares also cost 90%
more than at the beginning of the
year. Equally, Lufthansa and Deut-
sche Börse presented their inve-
stors with handsome gains of
over 60%. 

In contrast, there were no profits to be had (once
again) from the "people's shares" in Deutsche Tele-
kom – the pink giant’s share price closed in the red.

MDAX outperforms DAX
The MDAX went one better. The 29% rise in the index
even outstripped the TecDAX (+25%). The fact that pri-
ces did so well in the end was down to Deutz shares,

among others. Investors who bought the
company's stock at the start of 2006 follo-

wing its restructuring chalked up a gain
of 143%. And the run on commodities

provided another outstanding performer
in the midcap segment: Salzgitter shares
recorded a fabulous return of 117%. Deut-
sche EuroShop shares were admittedly
not among the turnaround stocks, com-

modities beneficiaries or takeo-
ver winners (such as Schwarz
Pharma, for example), but the
bottom line was a solid and rela-
tively risk-free return of 23%. The
substantial price gains in real
estate stocks in 2006 were reflec-
ted in the EPRA Index – a baro-
meter of the performance of the
largest European and North
American real estate compa-
nies. Calculated on a euro basis,
the latter was able to report an

increase of over 45%.
Gerd Rückel
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The premium retailer in shoes and accessories. 
Over 200 stores in Germany, Austria and Poland. 

Görtz Shops Berlin: Kurfürstendamm 13-14 Dessau: Rathaus Center Dresden: Altmarkt 22 Erfurt: Anger 66-73

Frankfurt: Biebergasse 6-10 Hamburg: Spitalerstrasse 11, Neuer Wall 10, Phoenix-Center Hanover: Große Packhofstrasse 36 

Heidelberg: Darmstädter Hof-Centrum Cologne: Zeppelinstrasse 4-8 Leipzig: Petersstrasse 32-34 Munster: Galeria Kaufhof 

Viernheim: Rhein-Neckar-Zentrum 

Görtz 17 Shops Berlin: Neue Schönhauserstrasse 9 Dresden: Altmarkt-Galerie Hamburg: Poststrasse 12, Hanse-Viertel 

Hamm: Allee-Center Klagenfurt: City Arkaden Munich: Kaufinger Tor Sulzbach: Main-Taunus-Zentrum

Krakow: Galeria Krakowska Warsaw: Złote Tarasy
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Chart analysis
Bodo Hoffmann, a former assistant  to Dr. Hans-Dieter Schulz, 

the famous “Chart Doctor”, and Chief Executive  of IT Future AG, 
analyses Deutsche EuroShop’s share price chart.

In the period between mid-2004
and April 2006, Deutsche EuroShop
shares rose within an upward trend channel, rising from e32.90
to approximately e55. In the second half of 2006, the share price
then consolidated within this upward channel in a zone bet-
ween e52.50 and approximately e55.50, which represents a
massive support line. The triangle shown depicts a temporary
interruption to the upward trend within the intact upward trend
channel and confirms the consolidation. In other words, the
stock was simply taking a healthy breather. 

In mid-December 2006 the shares successfully broke through
the upper edge of this formation after testing the lower boun-
dary of the 2004 trend channel, resulting in a price target of
approximately e60. This was reached relatively quickly in
February 2007, with the all-time high of e60.11. However, the 
share was unable to continue at the e60 level; this was tested
but not breached a number of times in the past weeks and thus
represents a resistance line.

Despite the recent market turbulence, the share is currently in
the upward channel it has been in since December, the lower
support line for which is approximately e57. This also roughly
corresponds to the current moving average for the last 100 tra-
ding days; as a result, it can be assumed that this line cannot
easily be breached. If this nevertheless happens, the moving
average for the last 200 trading days together with the lower
limit of the upward trend channel that has been in existence sin-
ce 2004 at approximately e55.40 and the zone between e55.50
and e52.50 form a massive support line. This bulwark in chart
analysis terms will not be easy to breach.

On the upside, the shares are currently bounded by the e60
mark. If they can break through this barrier and reach new all-
time records, there are no further resistance lines; in this case,
the next targets should be e65, followed by e70. If one takes
other indicators such as the MACD (moving average conver-
gence/divergence indicator) and the RSI (relative strength
index) into account, these suggest that the shares will rise,
making them a good investment in the near future. 

Short-term target: e 63.80
Short-term stop-loss: e 55.29

Bodo Hoffmann
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“THE  
ADVANTAGES

Real Estate Magazin: In your view, what are the key advantages
of REITs?

DR. VOLCKENS: The REIT concept is an internationally recog-
nised form of indirect real estate investment. The attractive-
ness of this investment is attributable to the need to comply
with asset and income limits, its tax transparency and manda-
tory high dividends. In spite of differences between REIT
legislation in individual countries, REITs all over the world sha-
re the same basic criteria. This means that international inve-
stors have a familiar and reliable vehicle for their portfolio
allocations.

Real Estate Magazin: And what, in your opinion, are the key pro-
blems associated with the German REIT-Gesetz (REIT Act)?

DR. VOLCKENS: The REIT-Gesetz offers many advantages, but
a number of key elements are in need of improvement. The
introduction of the half-income system (Halbeinkünfteverfah-
ren) and of the tax exemption in accordance with section 8b
of the Körperschaftsteuergesetz (KStG – Corporation Tax Act)
for income subject to upstream taxation is decisive, as is the
revision of exit tax rules to reflect market requirements. In
order to create a successful investment product, the REIT-
Gesetz must strike a balance between fiscal necessity on the
one hand, and market necessity on the other. The Finance
Committee of the German Bundestag has requested the
Federal Ministry of Finance to specify the half-income system

and the tax exemption in accordance with section 8b Corpo-
ration Tax Act for income subject to upstream taxation as the
standard procedures before the end of this year.

Real Estate Magazin: Do you expect amendments to be made to
the law in the medium term and shall we also see residential
REITs in Germany?

DR. VOLCKENS: As with all tax legislation, amendments will
be made to the law in the short term. Whether it will be pos-
sible to gain political acceptance for residential REITs is que-
stionable. If the objective arguments are considered, there is
no reason why residential properties should not be included
in the German REIT-Gesetz.

Real Estate Magazin: What kinds of portfolios and companies will
be the first to attain REIT status?

DR. VOLCKENS: As the REIT legislation requires companies to
adhere to certain specifications, I believe that “synthetic port-
folios” will be the first to attain REIT status. By contrast, “con-
ventional” real estate companies will first examine their cur-
rent business model and portfolio allocation in detail in order
to definitively establish the advantages and disadvantages of
REIT status for themselves and their investors.

Real Estate Magazin: Thank you for sharing your insights with us.
The interview was conducted by Christian Schiffmacher.

REIT STATUS
SHOULD BE

EXAMINED”

OF 

Christian Schiffmacher, Editor in Chief 
of Institutional Investment Real Estate Magazin,
spoke to Dr. Hans Volkert Volckens, one of the leading tax 
lawyers specialising in the field of REITs, about the introduction 
of REITs and problems associated with the German REIT Act.

with Dr. Hans Volkert Volckens,
tax advisor and specialist tax lawyer,
Beiten Burkhardt

AND DISADVANTAGES  



The Executive Board and the Investor Relations department again completed a demanding pro-
gramme of roadshows and capital market conferences in 2006, with the objective of

making the Deutsche EuroShop share and the Company itself better known and of
developing contacts with potential and existing institutional shareholders.

In addition to the major financial centres such as London, Paris and Frankfurt, which
we visited a number of times during the past year in response to high demand,
our itinerary included roadshows in Geneva, Vienna, Amsterdam and Milan. We
visited investors in Stockholm, Dublin and Luxembourg for the first time. On two
occasions we travelled to the USA, where we held meetings in Boston, New
York and other locations.

In 2006, we took part in conferences in Frankfurt, Munich, London, Amsterdam,
Zurich, Budapest and New York. In each case, the conferences were organised by

well-known international banks.

In 2007, our intention is again to present Deutsche EuroShop at
roadshows and at selected conferences. A regularly updated 

schedule of investor relations activities can be found online at 
www.deutsche-euroshop.de/englisch/investor/index.php.

A roadshow involves
a team consisting of a member of 

the Executive Board and a member of the
Deutsche EuroShop Investor Relations

department, together with representatives 
of the organising bank (such as, for example,

analysts and account executives), travelling to a
financial centre to meet existing or interested poten-

tial investors and provide them with information 
on the strategy and current performance of the

Company. This gives investors the opportunity to
meet a member of the management in person
and put any questions to him directly. It is not

unusual for up to ten meetings to be held
in one city on a single day.

Capital
market conferences

give institutional investors
the opportunity to meet as

many companies as possible on
the same day in one place. Repre-
sentatives of the companies give

presentations to participants,
while group and one-on-one
discussions create the oppor-

tunity to go into particular
questions in detail. 

Roadshows and 
conferences in 2006
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Olaf G, Borkers 
at the IIA conference
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Aus Gehen wird Leidenschaft

Da freut man sich über jede Extratour: Bei
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If you look around you in the world of fashion, there are always new trends to be observed in
every season. So-called "trend scouts" are employed to track down the trends for the coming 
season as early as possible. But what sort of trends can we expect in the coming season for annual
reports? Can any trends be identified at all?

One thing is quite clear: the annual report has not remained stuck in the past as the dinosaur of cor-
porate communications, but is evolving year by year.

This evolutionary process is taking place on two levels. On the one hand, there is the creative image
part of the annual report and on the other, the mandatory part with the formal requirements.

These days, it has become accepted that the function of the image section is to communicate a mes-
sage to the reader. Companies focus on identifying core statements which best describe their 
activities during the year. The core message for the financial year runs like a thread through the 
whole report, beginning with a powerful statement on the cover, followed by an informative 
summary on the initial pages and with a bold layout on the lead pages.

A very good example – as in previous years – is the current annual report in your hands. Why does
an annual report always have to be nothing more than a jungle of text? Isn't the reader interested in
the layout as well? Deutsche EuroShop has already made a consistent impact with innovative 
concepts and creative ideas in its annual reports for 2003 to 2005. This was recognised by German
and international judges who awarded the annual report numerous prizes.

However, the mandatory section is growing ever larger at the expense of the image section. The first
major step in this direction came with the conversion from HGB to IFRS
accounting. The volume of the notes alone in the financial section
increased by up to 50%.

The size of the management report will also continue to
increase as a result of the enhanced statutory publicati-
on and reporting obligations (the European Moderni-
sation and Fair Value Directives).
New requirements have to be met: companies
must publish information on their organisational
form and control systems, a remuneration
report and other disclosures under section 315
(4) of the HGB.

The conclusion is clear:

Together with improved corporate earnings figu-
res, they are again becoming a key focus for corpo-
rate communications, as a vehicle for promoting
transparency and investor confidence. At the same
time, they serve to position the company as a brand in the
financial markets.

vitamins 

only

LIKE SLEEPING 
BEAUTY, 
ANNUAL REPORTS 
HAVE WOKEN FROM THEIR
ENCHANTED SLEEP.

Frank Riebel

Deutsche Standards
2006 | 2005
Best Online
Annual Report 
2005 in MDAX

International ARC
Awards 2005 | 2004
The World‘s 
Best Annual Reports
Annual Report 2004:
Silver Winner 
Cover Photo/Design

Bronze Winner
Online 
Annual Report 2005

trend scoutingANNUAL REPORT
LACP 2005  
Vision Awards Annual 
Competition 
Annual Report 2005: 
Platinum 
in the category 
Real Estate

Gold in the category
Most Engaging

18th place
among
1,900 participants



Along with share marketing, we focus on building and main-
taining the Deutsche EuroShop brand. Our goal here is 
to further increase brand awareness and recognition. 

Deutsche EuroShop aims to establish itself as the brand for
investments in shopping centers.

I m a g e  p r o m o t i o n  t h r o u g h  a d v e r t i s e m e n t s
During 2006, we continued to pursue our strategy of running image advertisements aimed at highly specific target groups
and timed to coincide exactly with the release of current results. The advertising campaign tied to the publication of our
annual and quarterly reports used the key theme for 2006, “Building Business”. With it, we drew attention to the successful
development of our business in specialist publications. The positive response leads us to believe that we have achieved
our goal of increasing the appeal of our company and confidence in it, while increasing our name recognition. 

Marketing

95
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V a l u a b l e  c o v e r a g e  
Deutsche EuroShop continues to enjoy wide interest from business and financial journalists. Our media coverage remained
almost unchanged: while the circulation of newspapers and magazines reporting on us fell slightly from 31.5 million in 2005
to 30.4 million, the ad equivalency of this amount of coverage rose from around e2.9 million to just under e4.0 million. The
level in the fourth quarter was lower than that for the comparable quarter of the previous year owing to the coverage of
the capital increase implemented in 2005. Coverage of the publication of our annual results for 2005 in April 2006 was 
particularly intensive.

W e b s i t e  a  p o p u l a r  i n f o r m a t i o n  p l a t f o r m  
Deutsche EuroShop's accessible website again enjoyed increasing popularity in 2006. Online visitors can now access
approximately 200 clearly designed pages in German and English with information on all aspects of the Company. The web-
site can be accessed at the domain www.deutsche-euroshop.com.
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Claus-Matthias Böge, Olaf G. Borkers Hamburd Exchange Convention

EVENTS
ANNUAL GENERAL MEETING

More than 250 shareholders and guests
attended Deutsche EuroShop’s Annual
General Meeting on 22 June 2006. In kee-
ping with the motto for the 2005 Annual
Report, “Building Business”, the AGM
took place in the historic building of the
Hamburg Chamber of Skilled Crafts and
Small Businesses.
The Executive Board and the Superviso-
ry Board provided detailed information
on developments in financial year 2005
and the objectives for 2006. The new
investments in shopping centers were a
major theme. Interested visitors were
able to speak directly to employees of
Deutsche EuroShop at the information
stand. The Annual General Meeting
approved the items on the agenda by a
large majority, including the authorisati-
on to issue convertible bonds and the
creation of conditional capital against
cash contributions. 
Deutsche EuroShop's Annual General
Meeting this year will be held on 21 June
2007 at the famous Hotel Atlantic in 
Hamburg.

www.deutsche-euroshop.com/ir

HAMBURG EXCHANGE CONVENTION

The 11th Hamburg Exchange Convention,
now the largest financial fair in North Ger-
many, took place on 7 October 2006.
More than 5,000 attendees came to the
Chamber of Commerce to gather infor-
mation from more than 90 exhibitors in the
historic trading rooms of the Hamburg
Stock Exchange. In addition, 60 talks were
given on current topics in the field of busi-
ness and finance, aimed at finance profes-
sionals and beginners alike. 
For the second year running, Deutsche
EuroShop was represented at the fair with
its own stand, demonstrating its close ties
with Hamburg as a business location.
Numerous shareholders and interested
parties took advantage of the opportunity
to put their questions in person to the Exe-
cutive Board and the employees who
were present. Deutsche EuroShop will
also be participating in this year's event,
which is free for visitors: the next Hamburg
Exchange Convention will take place on
10 November 2007. 

www.boersentag.de

REAL ESTATE SHARE INITIATIVE

The Real Estate Share Initiative is an asso-
ciation of German real estate companies,
currently with twelve members. It was
founded in 2001 by Deutsche EuroShop
and three other leading real estate com-
panies in order to increase the market
acceptance of investment in German real
estate shares.The Real Estate Share Initiati-
ve's 6th conference took place in Frankfurt
on 12 October 2006 with around 250 inve-
stors, financial analysts and real estate
specialists from Germany and abroad.
The participants had an opportunity to
meet the leading market players and to
find out about all the latest developments
and trends affecting real estate shares in
talks, podium discussions and company
presentations. G-REITs (German Real Esta-
te Investment Trusts) were a major area of
focus.Olaf G. Borkers (CFO) presented
Deutsche EuroShop's current develop-
ment and strategy to a large audience,
and the Executive Board together with the
IR team spoke to numerous investors, ana-
lysts and media representatives indivi-
dually and in groups.The Initiative's next
conference will take place on 25 and 26
October 2007 in Frankfurt.

www.initiative-immobilien-aktie.de
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DES: Two laws came into force on January 2007 which aim to
improve transparency on the capital markets, namely the EHUG
(Gesetz über elektronische Handelsregister und Genossen-
schaftsregister sowie das Unternehmensregister – German Elec-
tronic Commercial Register, Cooperative Society Register and
Company Register Act) and the TUG (Transparenzrichtlinienumset-
zungsgesetz – German Transparency Directive Implementation
Act). What is your opinion of them?

Bommer: Both laws have their origins in the fundamentally welco-
me attempt to achieve uniform transparency requirements in
Europe and to improve investors' access to significant company
news and information.

Having said that, German legislators regularly tend to go beyond
what is actually necessary in implementing EU directives in natio-
nal law. This results, on the one hand, in a substantial extra admini-
strative burden without any noticeable additional benefit for inve-
stors. In addition, it frustrates the second principal aim of the direc-
tives, namely the establishment of a uniform legal framework for
the capital markets across Europe. This is not the way to create a
level playing field. I am pleased to say that, in the case of the TUG,
DIRK – together with issuers and other associations – was able to
use its influence to achieve a more balanced implementation of
the directive for the capital markets.

DES: What challenges do issuers face in implementing the directi-
ves in practice?

Bommer: A fundamental principle of the new regulatory frame-
work is that, from now on, significant company news must be dis-
seminated throughout Europe using a variety of media. To date,
not everyone is convinced that the new EU law makes sense: 

A Luxembourg radio station whose fax machine is constantly jam-
med with incoming annual reports is threatening the companies
concerned with cease and desist orders. To put it in the language
of the capital markets: The current supply of information clearly
exceeds the demand.

Therefore: The objective of all participants must be to find best
practice solutions as rapidly as possible and to establish them
definitively so that all issuers can rely on them.

DES: What do you see as the current trends and challenges for
investor relations work over the next 12 months?

Bommer: Firstly, compliance with the new requirements described
above, without neglecting the real needs of investors. A clear
distinction must be made between mandatory requirements and
voluntary information. Given the information overkill now impo-
sed by law, there is a need to prepare the most important infor-
mation specifically for each target group. The majority of investors
will not obtain their information via the newly created channels,
but will want everything in the familiar format.

I think the second major trend will be the increasing importance of
the IR manager as an adviser to the executive board. IR is not a
one-way street used solely for broadcasting company informati-
on to the outside world. Rather, capital market sentiment and
developments, as well as investors' expectations, must be captu-
red and passed on to the management. Only executive boards
that are well informed about these things can act successfully in
today's environment.

DES: Mr. Bommer, thank you for talking to us.

“SUPPLY 
EXCEEDS DEMAND”

Interview with Kay Bommer, Managing Director of
DIRK – Deutscher Investor Relations Verband e.V.
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THE VALUE 
OF A 

SHOPPING
CENTER

The Feri property rating process
by Christian A.Völxen, Rating Analyst
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PROPERTY RATING

Fair value

CASH FLOW RISKCash flow forecast Risk measurement
Contract rent
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Figure: The Feri Property Rating valuation model

VALUING
SHOPPING CENTERS
For property valuers, establishing the fair
value of shopping centers is an extreme-
ly complex task. Shopping centers have
organisational structures similar to those
of large middle-market companies gene-
rating revenues in the low to middle milli-
ons. Shopping centers with tens of thou-
sands of square metres of retail space are
retail towns in their own right and fre-
quently represent a significant proportion
of the retail space in a particular city or
region.

The Feri property rating process allows a
comprehensive and market-driven analy-
sis and valuation of the numerous diffe-
rent criteria that need to be addressed.

RATING
Although everyone talks about ratings,
there is no standard definition of the
term that is accepted throughout the
industry.

Feri defines property ratings as analyses
of the quality of the property market, a
particular property, or a real estate pro-
duct with regard to its expected appre-
ciation potential and risks from an inve-
stor perspective.

Types of rating
Ratings are multi-dimensional valuations
performed with a view to a particular
objective. Basically speaking, two types
of rating have become established in
practice:

• Credit ratings
• Investment ratings

Credit ratings are assessments of the abi-
lity of a debtor (a country, a company,
etc.) to meet its financial obligations.
Investment ratings analyse the quality of
an investment (stocks, real estate, funds,
etc.) from a risk/return perspective. Whe-
reas in the case of credit ratings the focus
is on determining the likelihood of
default, and hence solely on the risk invol-
ved, investment ratings also examine the
opportunities offered by an investment.

Common to all ratings is the idea that they
should enable third parties to assess dif-
ferent alternatives quickly and easily, wit-
hout having access to all the necessary
information or to perform their own detai-
led examinations.

Requirements
For ratings to meet the expectations pla-
ced in them, they must fulfil a number of
requirements:

• Forecast-driven
Ratings are designed to provide assistan-
ce in making investment decisions. They
must therefore reflect future develop-
ments.

• Long-term 
Since property investments have a long-
term focus, the same has to apply to
ratings as well.

• Comparability
To be able to compare alternative invest-
ments and risks, comparability between
different investment properties in diffe-
rent locations and with different uses must
be ensured.

• Quantitative
For results to be verifiable, ratings must
be expressed in quantitative terms.  

• Transparent
The results must be presented in such a
way that users can understand the rea-
soning behind them. 

Rating scales
At the end of the rating process, the
assessment is expressed in the form of a
rating score. All rating criteria are expres-
sed on a scale from 1 to 100 in line with the
Feri rating algorithm. Finally, the results for
the individual categories are combined
to produce a weighted overall score that
is assigned to one of ten grades ranging
from AAA (absolutely outstanding) to 
E- (extremely poor).

THE IMPORTANCE
OF FORECASTS
One of the main requirements of a quali-
fied rating is that it should be forecast-
driven. Feri has been producing ratings
for almost 20 years on the economic
development of countries, sectors, and
the capital and real estate markets. All
property valuations are based on fore-
casts of the development of the real esta-
te market concerned, supply and
demand indicators, and yields and pri-
ces. Feri uses a top-down approach for
real estate market forecasts.

Property valuations
When establishing the fair value of a pro-
perty, Feri produces a property rating to
determine the attractiveness of, and the
risks associated with, the property as the
basis for establishing the fair value.

A top-down approach is used when
assessing the property that analyses the
relevant parameters from supraregional
market trends down to the specific featu-
res of the microlocation and the property
concerned, and weights these according
to their respective importance.

A particular feature of the Feri approach is
that it is based on explicit cash flow fore-
casts for the property, which automatical-
ly include the market forecasts for the
location.
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The Feri property rating is
based on an analysis of the
• macrolocation
• microlocation
• property quality, and
• tenant situation.

The attractiveness of a property, which is
determined by the quality of the macrolo-
cation, the microlocation and the proper-
ty itself, is determined using a compre-
hensive catalogue of approximately 150
individual criteria.

In addition to providing a detailed over-
view of all relevant quality criteria for a
particular property, the attractiveness is
used to derive a property-specific market
rent, which is appropriate over the long
term for the property to be valued.

This also includes Feri’s market forecast,
which is broken down to the level of the
individual property using the attractive-
ness components.

In addition, the attractiveness is used to
determine the risk-adjusted rate of return
for the property. Feri calls this figure,
which takes into account all risks associa-
ted with the property and which is used
as the capitalisation rate during the valua-
tion process, the “break even return”.

The rental contracts are analysed in order
to establish the cash flows, which serve as
the basis for calculating the fair value of
the property using a discounted cash
flow model (DCF), as well as to establish
the tenant risk.

However, analysing the rental contracts is
not enough on its own to establish the
income from a property, which is why
forecast rental trends and lease renewal
scenarios are crucially important. In this
context, the heterogeneous structure of
shopping centers must be borne in mind.
This is why Feri has entered into a partner-
ship with GfK Geomarketing, which con-
tributes its expertise in the field of retail
properties and shopping centers to the
valuations.

To sum up, Feri property ratings deliver
fair values calculated in accordance with
international valuation standards and in
which all factors influencing the calculati-
on are transparent and verifiable, thus
making a long-term contribution to
improving the transparency of the pro-
perty sector.

Christian Völxen
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CORPORATE GOVERNANCE

The Government Commission on the German Corporate
Governance Code published the German Corporate
Governance Code on 26 February 2002 and approved
amendments and additions to individual recommendations
and suggestions most recently on 12 June 2006. Going
forward, the Government Commission will continue to moni-
tor the development of corporate governance in legislation
and in practice and will adapt the Code as needed.

Deutsche EuroShop welcomes the German Corporate
Governance Code presented by the Government Com-
mission. The Code not only creates a transparent legal
framework for corporate management and control in 

Germany; it also documents generally accepted standards
for good and responsible corporate leadership.

Management and control structure
The Supervisory Board and the Executive Board work
together closely and on the basis of mutual trust for the
benefit of the Company. The Supervisory Board is informed
regularly, promptly and comprehensively by the Executive
Board about the Company’s business development,
strategy and planning and the risk situation. Detailed infor-
mation on the main areas of focus of the Supervisory Board’
s activities in financial year 2006 can be found in its report on
pages 14 to 17. 

Deutsche EuroShop is a transparent enterprise whose actions are
aimed at achieving long-term success. This focus on continuity is an

essential part of our corporate culture. Our aim is to promote the
confidence of investors, lenders, employees, business partners and
the public in the management and control of our Company on the
basis of the legal and enterprise-specific framework for the manage-

ment of listed enterprises. This aim coincides with the objectives of
high-quality corporate governance.

§
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In financial year 2006, there were no advisory or other
contracts for work or services in existence between
members of the Supervisory Board and the Company. 

Executive Board
The Executive Board of Deutsche EuroShop manages the
Company in accordance with the provisions of German
company law and with its rules of procedure. The Executive
Board’s duties, responsibilities and business procedures are
laid down in its rules of procedure and in its schedule of
responsibilities. The chief management duties of the Execu-
tive Board are the determination of the Group’s strategic
orientation and management, planning, and the establish-
ment and implementation of risk management. The Execu-
tive Board of Deutsche EuroShop currently comprises two
members.

Claus-Matthias Böge
Born 13 February 1959
First appointment: 2001
Appointment ends: 2010

Claus-Matthias Böge joined Deutsche EuroShop in 2001, as
a member of the Executive Board. In 2003 he assumed his
current position as spokesman for the Executive Board. 
He is also a Managing Director of Deutsche EuroShop
Verwaltungs GmbH and of Deutsche EuroShop Manage-
ment GmbH. In addition, Mr. Böge is a personally liable
partner of a foreign subsidiary.

Olaf G. Borkers
Born on 10 December 1964
First appointment: 2005
Appointment ends: 2008

Olaf G. Borkers joined Deutsche EuroShop in October 2005,
as a member of the Executive Board. He is also a Managing
Director of Deutsche EuroShop Verwaltungs GmbH and 
of Deutsche EuroShop Management GmbH.

Supervisory Board
The Supervisory Board supervises and advises the Executive
Board in its management activities in accordance with the
provisions of German company law and its rules of proce-
dure. It appoints members of the Executive Board, and signif-
icant business transacted by the Executive Board is subject 
to its approval. The Supervisory Board is composed of six
members who are elected by the Annual General Meeting. 

The Supervisory Board has established the information and
reporting duties to be met by the Executive Board and has
formed an Executive Committee and an Audit Committee,
each comprising three people.

The members of the Supervisory Board are:

Manfred Zaß, Chairman
Dr. Michael Gellen, Deputy Chairman
Thomas Armbrust
Dr. Jörn Kreke
Alexander Otto
Dr. Bernd Thiemann.

The members of the Executive Committee are Mr. Zaß,
Dr. Gellen and Mr. Armbrust. The Executive Committee is
chaired by the Chairman of the Supervisory Board. The
Committee discusses and passes relevant resolutions on
urgent business matters. Moreover, it is responsible for
human resources issues concerning the Executive Board and
for reviewing the Company’s corporate governance princi-
ples.

The members of the Audit Committee are also Mr. Zaß,
Dr. Gellen and Mr. Armbrust. The Audit Committee is chaired
by Mr. Armbrust. It is responsible for issues relating to
accounting, auditing and the preparation of the annual and
consolidated financial statements. Former members of the
Company’s Executive Board and the Chairman of the Super-
visory Board generally do not chair the Audit Committee, to
avoid conflicts of interest.

Remuneration
The detailed disclosures relating to the remuneration, ancil-
lary benefits and pension commitments of the Executive
Board and the Supervisory Board can be found in the remu-
neration report, which is part of the management report, and
in the notes. 

Shareholdings 
Executive Board
As at 31 December 2006, the Executive Board held a total of
15,150 shares, less than 1% of Deutsche EuroShop’s share capital.

Supervisory Board
As at 31 December 2006, the Supervisory Board held a total
of 2,113,025 shares, more than 1% of Deutsche EuroShop’s
share capital.

§
§
§



investor relations

In addition to the general legal provisions requiring public
disclosure, the rules of procedure of the Executive Board
and of the Supervisory Board govern the reporting duties
of Executive Board and Supervisory Board members in the
event of dealings involving shares of the Company or
related rights of purchase or sale, as well as rights directly
dependent on the Company’s share price.

Directors’ dealings
The following securities transactions by members of the
Executive Board and of the Supervisory Board or by certain
persons related to members of the executive bodies were
notified to Deutsche EuroShop during financial year 2006 in
accordance with section 15a of the WpHG:

Shareholder relations
Shareholders exercise their rights in matters concerning the
Company at the Annual General Meeting. The Annual
General Meeting elects the members of the Supervisory
Board and passes resolutions approving the actions of the
Executive and Supervisory Boards. It decides on the appro-
priation of the unappropriated surplus and also on the
compensation of the Supervisory Board, as well as on
amendments to the Company’s Articles of Association. The
Annual General Meeting, at which the Executive and Super-
visory Boards give an account of the past financial year,
takes place once a year. When resolutions are adopted at
the Annual General Meeting, each share grants one vote in
line with the principle of “one share – one vote”. Every
shareholder is entitled to attend the Annual General Meeting
and to speak and submit questions about items on the
agenda.

Deutsche EuroShop reports to its shareholders and to the
public on the Company’s business development, financial 
position and results of operations four times a year in line
with a financial calendar. Press releases also inform the 
public and the media of Company activities. Information that
may materially influence the Company’s share price is
published in the form of ad hoc disclosures in accordance
with the legal requirements.

The Executive Board gives regular presentations to analysts
and at investor events as part of the Company’s investor
relations activities. Analyst conferences on the release of the
annual and quarterly financial statements are broadcast over
the Internet, where they are available to anyone interested in
the Company. In addition, Deutsche EuroShop provides
financial information and other information about the
Deutsche EuroShop Group on its web site.

Accounting and audits
The Deutsche EuroShop Group prepares its financial state-
ments according to International Financial Reporting Stan-
dards (IFRSs) on the basis of section 292a of the
Handelsgesetzbuch (German Commercial Code). The
annual financial statements of Deutsche EuroShop AG will
continue to be prepared in line with the accounting provi-
sions of the HGB. The Executive Board is responsible for the
preparation of the financial statements. The chairman of the
Audit Committee commissions the auditor of the annual
financial statements, previously elected by the Annual
General Meeting. The increased requirements for the inde-
pendence of the auditor are met in this process.

NOTIFYING PARTY DATE OF TRANSACTION TRANSACTION NUMBER PRICE PER SHARE IN  e

Gabriele Cattarius-Armbrust 14.03.2006 Sale of shares 2,063 55.65
Gabriele Cattarius-Armbrust 15.03.2006 Sale of shares 15,437 55.60
Thomas Armbrust 21.03.2006 Sale of shares 17,500 55.75
Claus-Matthias Böge 23.03.2006 Sale of shares 10,000 56.80
Manfred Zaß 27.03.2006 Sale of shares 1,500 57.21
Manfred Zaß 22.05.2006 Sale of shares 1,500 50.50
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Outlook 
Discussion of the principles governing good corporate
management and control continue – within the industry as
well. European initiatives will continue to gain in importance
and create a framework of standards that will allow for free-
dom at a national level to take into account national peculiar-
ities and typical company law issues. The “discipline of the
marketplace” will also have a considerable influence on the
scope of corporate governance in practice.

Declaration of conformity
In December 2006, the Executive and Supervisory Boards 
of the Company jointly submitted their updated declara-
tion of conformity with the recommendations of the 
Government Commission on the German Corporate Gover-
nance Code for the 2006 financial year in accordance with
section 161 of the AktG (Aktiengesetz – German Public
Companies Act). The declaration was made permanently
available to the public on the Company’s website at
www.deutsche-euroshop.com.

Joint declaration by the Executive and Supervisory Boards
of Deutsche EuroShop AG relating to the recommendations
of the Government Commission on the German Corporate
Governance Code in accordance with section 161 AktG

The Executive Board and the Supervisory Board of Deutsche
Euroshop AG declare that the Company has conformed and
will conform with the recommendations of the Government
Commission on the German Corporate Governance Code
published by the Federal Ministry of Justice in the official
section of the Federal Gazette on July 4, 2003, as amended
on June 12, 2006, with the following exceptions:.

• Deutsche EuroShop AG will not broadcast the Annual
General Meeting via modern communication media, e.g.
the Internet (section 2.3.4).  

The Company has decided not to broadcast the Annual
General Meeting via modern communication media as a
result of the need for confidentiality expressed by a large
number of shareholders and the low demand in relation to
the costs that is expected due to the size of the Company
and the number of shareholders.

• The D & O insurance does not include a deductible for the
Executive Board and the Supervisory Board (section 3.8 (2)).

The Executive Board and the Supervisory Board of Deutsche
EuroShop AG have acted in a responsible manner and have
managed and supervised the Company in line with the prin-
ciples of adding enterprise value ever since the Company
was established, and thus before the official introduction of
corporate governance guidelines. The Company therefore
believes that the agreement of a deductible is not necessary,
in particular as this has no effect on the level of the insurance
premium. 

• The compensation of the Executive Board members does
not include stock options (section 4.2.3 (3)).

No stock option programmes or similar securities-based
incentive systems are in place at the Company (section 7.1.3).  

Share price performance is dependent on various factors
that do not necessarily reflect the Company’s actual business
performance. This could counteract the long-term incentive
effect of stock option programmes. For this reason, the
Company has not launched any stock option programmes
or similar securities-based incentive systems to date.

• The compensation of the Supervisory Board is specified by
resolution of the Annual General Meeting. Membership in
committees is not taken into account when determining the
compensation of the Supervisory Board (section 5.4.7 (1)).
The compensation does not contain any performance-
related components (section 5.4.7 (2)). 

Additional (performance-related) compensation of the
Supervisory Board means that it is not possible, in the
Company’s opinion, to ensure that Supervisory Board and
committee work are independent of financial interests.

• The consolidated financial statements are publicly accessi-
ble within 120 days of the end of the financial year (section
7.1.2).  

It is important to the Company to publish audited annual
financial statements that have been approved by the Super-
visory Board. An earlier publication date is not possible due
to the schedules for the preparation, auditing and adoption
of the annual financial statements.

Hamburg, December 2006

The Executive Board and the Supervisory Board
Deutsche EuroShop AG
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