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1Q 2020 in line with our estimates with a hike of 33% in rental income and +25% in FFO - share buyback announced,
which will drive shareholders value - still Buy and Euro 9.50
Today, the company released the 1Q 2020 report and held a conference call.
The results, which now for the first time include the TLG numbers as of 19
February, were in line with our estimates and did not reflect any material impact from the Corona pandemic. Revenues came in at Euro 278m, up 34% to
last year's Euro 208m. Included here is net rental income of Euro 236m,
which hiked by 33% from Euro 178m. The like-for-like increase was solid at
3.7%. Revaluations and capital gains were at Euro 318m (1Q 2019: Euro
240m), while the share in profit from equity-accounted investees came down
from Euro 91m to Euro 25m due to lower net profits recorded mainly by
GCP. The adjusted EBITDA, excluding the revaluation result came in at Euro
237m, reflecting a hike of 32% to last year's number of Euro 180m. The financial result was at Euro -132m, significantly below the result at 1Q 2019 of
Euro 15m, mostly driven by the other financial result of Euro -86m compared
to a positive amount of Euro 49m last year, as mainly non-recurring and nocash items such as fair value changes of derivatives and contingent liabilities
relating to the TLG takeover are included, as well as expenses related to bond
refinancing. A significant hike was also seen in the tax expenses, climbing
from Euro -57m to Euro -159m. Thus, the bottom line after minorities was at
Euro 183m compared to Euro 412m. The cash-driven FFO, however, increased by 25%, from Euro 118m to Euro 147m or respectively by 9% from
10.5 cents per share to 11.4 cents.
More news came already a week ago, on 20 May, when the company announced that the planned dividend proposal of 28 cents per share will be suspended for the time being, but might be proposed at a later time depending on
the further developments and impacts of the Corona pandemic. While this
news is somewhat surprising at the relatively late point of time and the financial strength of the firm, we also can understand the precautious approach by
the company as the duration and the final impact of the crisis continue to be
uncertain. As very pleasing news on the other hand we see the announced
share buyback program, where further details are pending. At the currently very low share price level of around 5 Euros, which is both significantly below the book value and the NAV per share and in our opinion
not justified at all, this initiative will create further shareholder value
also in the long run. The company certainly has the required financials with
a liquidity of Euro 3bn, an equity ratio of 50% and a low LTV of 36%.
While the first quarter showed no significant impact from COVID-19, the
second quarter will see some effects. The overall collection rate excluding
hotels in April was at 90% and similar levels are expected for May and June.
Looking at the hotel share of the portfolio, which makes up about 23%, the
vast majority of rents has been deferred and only somewhat more than 10%
were collected. As of now, the company expects to receive these payments at
a later time, however, and does not see major losses. Furthermore, as of the
end of May, about 50% of the hotels are up and running again, which is a first
step in the right direction, while it will still take a long time for operations to
come back to normal in our opinion. As these effects are already considered
in our P&L estimates and also most certainly in our valuation, we confirm our Euro 9.50 target price and clearly stick to our Buy rating.
endation.
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Please note:
The share price mentioned in this report is from 26 May 2020. AROUNDTOWN SA mandated 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
high credibility, we cannot give any guarantee for accuracy, trueness and completeness. All opinions quoted
in this report give the current judgement of the author which is not necessarily the same opinion as SRCScharff Research und Consulting GmbH or another staff member. All the opinions and assessment made in
this report may be changed without prior notice. Within the scope of German regulative framework the
author and SRC-Scharff Research und Consulting GmbH do not assume any liability for this document or its
content being used. This report is solely for information purposes and does not constitute a request or an
invitation or a recommendation to buy or sell any stock that is mentioned here. Private clients should obtain
personal advice at their bank or investment house and should keep in mind that prices and dividends of
equities can rise and fall and that nobody can give a guarantee of the future development of equities. The
author of this report and the SRC-Scharff Research und Consulting GmbH commit themselves on a unsolicited basis to having no long or short-positions in equities or derivatives related to equities mentioned in
this report.
Reproduction, distribution or publishing this report and its content as a whole or in parts is only allowed
with approval of SRC management written form. With acceptance of this document you agree with all regulations mentioned here and all general terms and conditions you will find at anytime at our website
www.src-research.de.
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