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Buy(unchanged)   Target: Euro 9.50 (unchanged) 

 

2019 prelims in line with estimates and guidance – Corona 

impact should not be too hard given the solid financial posi-

tion and portfolio structure –78% control over TLG gained 

Last week, on 18 March, the company reported first key data regarding the 

2019 fiscal year and also gave some insight into the implications due to the 

Corona pandemic. The 2019 results were in terms of the key numbers fully in 

line with our estimates and the firm's guidance. Revenues hiked by 20% from 

Euro 747m to Euro 895m with a net rental income of Euro 766m compared 

to Euro 633m last year. The adjusted EBITDA, excluding the revaluation 

result of more than Euro 1.2bn, came in at Euro 773m, representing a hike of 

28%. The FFO climbed by 24%, from Euro 406m to Euro 503m. This trans-

lates into a FFO per share of 43 cents, up 10% despite a significantly larger 

number of shares outstanding. Given the successful 2019 year, a dividend of 

28 cents per share will be proposed at the next annual general meeting, which 

is exactly our estimate and translates into a lucrative dividend yield of almost 

7% following the slump of the markets in the last weeks and is also a good 

sign that the company sees itself as financially well positioned in the current 

environment, which we evaluate equally given the healthy balance sheet and 

liquidity position. The equity ratio at year-end 2019 is at 53% and the LTV is 

at a relatively low level of 34%. The current cash balance stands at a high 

level of Euro 2.8bn. Looking at the financial obligations of the coming 

two years of about Euro 540m, or about Euro 1.6bn including the divi-

dends, these are more than covered by the cash, which will of course also 

further benefit from the regular income of the company.    

The portfolio amounts to Euro 26bn following the successful takeover of 

TLG. About 24% of these assets are hotels, which is the asset class that 

should be hit the hardest by the Corona pandemic situation. However, the 

real effect on Arountown's numbers should be very limited as the lease 

agreements with hotel operators are fixed and have no variable element. Fur-

thermore, more than 80% of the hotels are branded 4 star hotels and no single 

tenant accounts for more than 5% of rental income. So far only some hotels 

have closed down, but operators generally have insurances that are expected 

to cover the losses. The retail portion of the portfolio accounts for 10%, how-

ever, the lion's share of these assets are food-related such as super markets 

like EDEKA and Rewe, which should not suffer from the regulations regard-

ing shop closings.  

The merger with TLG was finalized on 19 February and will become vis-

ible in the firm's financial reports starting with the 1Q report. The firm 

now controls 78% of TLG. We already included the TLG business in our 

2020 estimates and expect a significant hike in numbers, driven both 

from the integration of the TLG operations, but also from a further 

portfolio extension in 2020 as well as the full effects of the 2019 acquisi-

tions and portfolio improvements. This leads to a clear uplift in our val-

uation to initially between Euro 12 and Euro 13. Due to the current envi-

ronment we keep a more cautious view on the business for the moment 

and decided to keep our target price at the previous level of Euro 9.50 

until the pandemic situation improves and we have a clearer view on the 

effects on the overall economy and the business of Aroundtown. The 

share price was cut half since our last update, which results in an upside 

of more than 100%. We clearly confirm our Buy recommendation. 
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Please note: 
The share price mentioned in this report is from 23 March 2020. AROUNDTOWN SA man-

dated SRC Research for covering the share. 

Disclaimer © 2020: This equity research report is published by: SRC-Scharff Research und Consulting 

GmbH, Klingerstr. 23, D-60313 Frankfurt, Germany (short name: SRC Research). All rights reserved.  

 

Although we feel sure that all information in this SRC report originates from carefully selected sources with 
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