2018 WINNER

UBM Development AG u THOMSON REUTERS

Buy (unchanged) Target: Euro 44.00 (old: Euro 54.00)
= Der Spezialist fiir Finanzaktien =

25 | March | 2020

Price (Euro) 2720 Difficult times with a hotel exposure but 60% of pipeline is residential
52 weeks range 50.80 ] 23.60 and office and the balance sheet is stronger than ever after the former
record profit years - Buy affirmed, target price down to Euro 44.00

zznli;ta Austria Yesterday, UBM released an update regarding the global COVID-19 pan-
Industry Real Estate demic. UBM has a portfolio of 13 hotels where the firm has given lease guar-
Z‘Tgmem Development (”:‘_’riggogg‘i';fgz) antees to the hotel owners like Union, Deka, Amundi and would normally
WKN 852735 get income from the hotel operations from the hotel operators (InterConti-
Reuters UBMV.VI nental, Radisson, Kempinski etc.) while paying management fees to them for
ﬁltz(:::erg WWW?E:Z: running the business. In this “middle man position” UBM suffers from the
Reporting Standard IFRS more or less Zero traffic in most of hotels at present. UBM gave a scenario
EZ:;;Y;:’; (EUR million) 2(1)/312 of a Zero business of these 13 hotels until the beginning of June which would
Number of shares (million) 7,47 mean a cautious approach of another more than 2 months with no earnings
::z: E:ZZ: MCap (million) 47£/; from now. In such a scenario the pre-tax burden forthe P & L of UBM is about
CAGR pre tax profit '18 - 21e 8,4% Euro -10m. 5 of the 13 hotels are in Germany (Munich, Frankfurt and Berlin),
Multiples o018 2019e 20200 2021e 1 Austrian hotel (Tirol Jochberg), 6 in Poland (Warsaw, Cracow, Wroclaw and
MarketCap/revenues 0,40 0,76 0.44 040 Gdansk)and 1 Dutch hotel (Crowne Plaza Amsterdam). After the Zero period
PE ratio 5,1 4,2 5,5 4,0 until June, UBM expects a gradual ramp-up. We judge this scenario to be
Eir‘i’lc;i’;‘_jB’gs:(draﬁo %i: f i’if f %‘1:2’ %’13(:: realistic or even more to be quite conservative. We could also imagine that
there might come talks with the hotel owners to bring down the rents in
Key Data per Share (Euro) 2018 2019  2020e  2021e this yery extraordinary global Pandemic situation at least a bit.
Earnings per share (EPS) 531 6.48 4,92 6,79 With regards to the pipeline, about 60% of the Euro 2bn pipeline (sales vol-
2223 ?/r;?usep;errs;zrrz ((BD\F;ES)) ;jg 6?;3 Gii nggg ume expected end of 2022) are not hotels but residential (40%) and office
(20%), giving much more stability for future earnings. Also keep in mind
Financial Data (Euro '000) 018 2019 20206 — that UBM has a strong financial position after earning very good money in
the last three years 2017 to 2019 with bottom line results of close to Euro
22‘;2::; profit (EBITDA) 5;3:2:2 232:223 422:22; 5;2:222 40m or Euro 50m each year and many very lucrative sales transactions al-
Operating profit (EBIT) 55.042 72,703 57.495 78545 readydone (Zalando Berlin, QBC 1 & 2 Vienna, Hyatt Amsterdam, The Brick
Pre-tax profit (EBT) 55.544  64.737 51153  70.841 Hamburg etc etc). The company has an equity ratio of above Euro 35% and
szt_ ZL?:;;:E;:;::?S) 422:;; 4‘6"3?:; 422;2 5?2:;3 cash of over Euro 200m. Keep in mind that all project financing is already
ROE after tax 102%  10,9% 7.8% 10,29% and long-term secured by a number of banks in the single project firms.
The governments in Germany and Austria where UBM has its major part of
Financial Calendar the pipeline reacted very quickly and strongly to dampen all negative eco-
_ nomic implications, so we see these 2 countries as very safe haven to invest
:\gnrﬁor:';%';jmg Z':g; zg;g in European real estate. Also keep in mind the recent bond issue of Euro
AGM 28 May 2020 120m for six years and a cheap 2.75% coupon in 4Q 2019 and another Euro
2Q report 2020 27 August 2020 120m bond from 2018, with a cheap 3.125% coupon which is due in Novem-
SRC Forum Financials & Real Estate 10 September 2020

ber 2023, also a very long distance from now. With regards to the hotel pipe-

Main Shareholders line of 7 hotels which are in current development, 3 are already sold, the

Syndicate Ortner/ Strauss 38,8% Super 8 Mainz (already more or less completed), and the Polish Mercure Ka-

IGO Ortner Gruppe 5,3% towice and Ibis Styles Cracow (to be completed in 2H 2021). 4 hotels are not
J. Dickinger 5,0% .

Management & Supenisory board 37% sold yet, but we do not see any big problem as these are the Dutch upscale

Voco The Hague hotel and the German Potsdam based “Am Kanal” hotel

Analysts Dipl.-Kfm. Stefan Scharff, CREA  (both completed in about 1 year) and Dusseldorf Holiday Inn and Prague

Christopher Mehl, MBA Sugar Palace coming in 2H 2021. We cut our 2020 net profit forecast from

E-Mail scharff@src-research.de Euro 61m to Euro 37m and our 2021 forecast from Euro 70m to Euro 51m.

mehl@src-research.de We bring down our 2019 dividend forecast from Euro 2.60 to a stable Euro

Internet www src-research.de 2.20. The share price slump is massively exaggerated with a price-to-book of

www .aktienmarkt-international.at below 0.5x, with a 2020 PE ratio after our deep cuts of only 5.5x (2021e: 4.0x)

www.aktienmarkt-international.de and a dividend yield of over 8%. We clearly maintain the Buy rating. Our

new target price is Euro 44.00, after Euro 54.00 before Corona.
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UBM Development AG

Industry: Real Estate Development Management Board of UBM
Sub-segment: Resi, Office, Hotels Thomas G. Winkler, LL.M. (CEO)
Country: Austria Dipl.-Okonom Patric Thate (CFO)
Headquarter: Vienna Dipl.-Ing. Martin Locker (COO)
Foundation: 1873

Employees: 368

Supervisory Board of UBM
Ing. Karl-Heinz Strauss (Chairman)

IR Contact Dl Iris Ortner (Dep. Chairwoman)

Mag. (FH) Anna Vay DI Klaus Ortner Dr. Bernhard Vanas

Phone: +43 (0) 50 626 1863 Dr. Ludwig Steinbauer Dr. Susanne Weiss

Mail: investor.relations@ubm.at Mag. Paul Unterluggauer Dkff. Birgit Wagner
Martin Kudlicska Hannes Muster
Johann Kaller Gunter Schnotzinger

Founded in 1873 as "Union-Baumaterialien-Gesellschaft” the company has now an
outstanding history of more than 145 years. Keep in mind, that since 1873, the firm is
also listed on the Viennese stock market and thus is the oldest Austrian real estate
company. After the initial focus was on the renting of construction equipment, the
firm made a significant step ahead since the early Nineties where the firm started to
initiate many new development projects after a 50% increase of share capital in 1991.

In 1992 the firm started to develop numerous lucrative projects in Eastern Europe, in
particular in Poland and Czech Republic. Between 2001 and 2010 UBM entered some
opportunistic marktes like France and the Netherlands with hotels. In 2014 PORR,
the Vienna-based construction and development conglomerate decided to seperate its
non-core real estate development activities from its construction activities with the
destination to create two pure play entities and seperately listed companies. In this
spirit, PIAG was used as a spin-off vehicle which held PORRs non-corereal estate
development activities as well as PORR s share in UBM. In a second step UBM
Realitdten AG was merged with PIAG and Strauss & Partner (S&P) to the "new"
UBM Development AG, which will actin the future as a pure-play trade developer.
As a consequence of the intended portfolio reduction in 2015 and 2016, the firm wiill
focus on the home markets Austria, Germany and Poland. At the moment the
portfolio has asize of c. Euro 1.3bn (as of 30 September 2019), thereof 39% in
Austria, 30% in Germany and 19% Poland. The remaining 12% is widely spread in
several countries.

In 2018, the numbers marked a new record year as UBM had a net profit of almost
Euro 40m. Furthermore, UBM paid a record dividend of Euro 2.20 per share, repre-
senting a yield of almost 6%, which is the highest of all Austrian real estate firms. For
2019, the company expects the net profit to steeply increase again to a range of Euro
47m to Euro 50m. Even this optimistic guidance might be a bit too cautious regarding
the good progress in trading activities, so far in this year.

The fast track 2017 program was a full success as well. The company managed to
reduce their net debt position by about 31% to only Euro 478m in 2017 and to Euro
422m in 2018. The 9M 2019 net debt was at about the same leve at Euro 419m while
the current project pipeline climbed to Euro 2.0bn despite numerous sales in 1H 2019.

Pipeline split as of 30 September 2019
(c. Euro 2.0bn pipeline until 2022)

\

Poland, 18% —

Other, 6%
Austria, 42%

Germany, 34%

Source: Company data, SRC Research
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P&L UBM Development AG

CAGR
31/12 IFRS (Euro '000 except for per share-data) 2016 2017 2018 2019e 2020e 2021le '18-'2le
Revenues 417.020 364.668 514.048 265.896 466.557 510.005 -0,3%
Changes in the portfolio -36.961  -24.051  -42.405 13.489 -26.445  -19.778
Own work capitalised in non-current assets 0 0 0 0 0 0
Share of profit/loss of companies accounted for
under the equity method 25.124 16.469 35.921 45.136 8.618 14.554
Income from fair-value adjustments to investment property 54.570 39.420 223 54.771 412 14.112
Other operating income 7.450 30.576 10.652 9.658 21.445 13.544
Cost of materials and other related production services -300.372 -273.429 -352.422 -208.476 -321.995 -357.231
Staff expenses -44.278  -41.389 -45.318 -32.145 -33.258  -35.741
Expenses from fair-value adjustments to investment property -20.514 -9.218 -7.340  -20.586 -4.511 -4.475
Other operating expenses -562.427 -50.601  -54.471 -51.786  -48.774 -51.457
Operating profit (EBITDA) 49.612 52.445 58.888 75.957 62.049 83.533
Depreciation, amortisation and impairment expenses -3.406 -3.827 -2.946 -3.254 -4.554 -4.988
Operating profit (EBIT) 46.206 48.618 55.942 72.703 57.495 78.545 12,0%
Financial income 13.147 21.233 32.001 15.545 16.445 18.597
Finance costs -19.288  -19.387 -32.399  -23511 -22.787  -26.301
Financial result -6.141 1.846 -398 -7.966 -6.342 -7.704
Earnings before tax (EBT) 40.065 50.464 55.544 64.737 51.153 70.841 8,4%
Income tax expense -10.709  -13.498 -16.057 -14557 -14.054  -19.245
Tax rate 26,7% 26,7% 28,9% 22,5% 27,5% 27,2%
Net profit before minorities 29.356 36.966 39.487 50.180 37.099 51.596 9,3%
Minorities -247 -503 224 -1.789 -320 -874
Net profit after minorities 29.109 36.463 39.711 48.391 36.779 50.722 8,5%
Earnings per share (EPS) 3,90 4,88 531 6,48 4,92 6,79
Dividends per share (DPS) 1,60 2,00 2,20 2,20 2,20 2,20 0,0%
Payout ratio 41,1% 41,0% 41,4% 34,0% 44.7% 32,4%
Number of shares (‘000) 7.472 7.472 7.472 7.472 7.472 7.472
Adjusted shareholders' equity without minorities 333.893 352.146 428.902 460.189 480.530 514.814
Total assets 1.233.761 1.130.933 1.234.655 1.395.160 1.439.805 1.554.990
Equity ratio 27,7% 31,4% 35,3% 33,6% 34,0% 33,7%
Book value per share (BVpS) 44,68 47,13 57,40 61,59 64,31 68,90 6,3%
ROE (after tax) 8,9% 10,6% 10,2% 10,9% 7,8% 10,2%
* Figures of UBM Realitaten AG (before merger)
Key ratios & figures 2016 2017 2018 2019e 2020e 2021e
Growth ratesin %
Sales revenues 35,5% -12,6% 41,0% -48,3% 75,5% 9,3%
EBIT -37,3% 5,2% 15,1% 30,0%  -20,9% 36,6%
EBT -20,3% 26,0% 10,1% 16,6%  -21,0% 38,5%
Net profit after minorities -13,9% 25,3% 8,9% 21,9% -24,0% 37,9%
Margins in %
Operating profit (EBIT) 11,1% 13,3% 10,9% 27,3% 12,3% 15,4%
Pre-tax profit (EBT) 9,6% 13,8% 10,8% 24,3% 11,0% 13,9%
Net Profit (after minorities) 7,0% 10,0% 7,7% 18,2% 7,9% 9,9%
Expense ratiosin %
Personnel costs to sales 10,6% 11,3% 8,8% 12,1% 7,1% 7,0%
Cost of material to sales 72,0% 75,0% 68,6% 78,4% 69,0% 70,0%
Depreciation to sales 0,8% 1,0% 0,6% 1,2% 1,0% 1,0%
Profitability in %
Return on equity (RoE) after tax 8,9% 10,6% 10,2% 10,9% 7,8% 10,2%
Return on assets (RoA) 2,4% 3,2% 3,2% 3,5% 2,6% 3,3%
Valuation
P/E-ratio 7,0 5,6 51 4,2 55 4,0
Price/ BV per Share 0,61 0,58 0,47 0,44 0,42 0,39
Dividend yield 5,9% 4,9% 8,1% 8,1% 8,1% 8,1% 3
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D-60313 Frankfurt
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Mail: scharff@src-research.de

Internet: www.src-research.de

Rating Chronicle Date Rating Former Price Former Target

UBM Development AG 28 November 2019 Buy 46,00 € 54,00 €
UBM Development AG 28 August 2019 Buy 38,70 € 52,00 €
UBM Development AG 28 May 2019 Buy 40,40 € 50,00 €
UBM Development AG 07 March 2019 Buy 36,60 € 50,00 €
UBM Development AG 10 January 2019 Buy 36,00 € 50,00 €
UBM Development AG 29 November 2018 Buy 36,00 € 50,00 €
UBM Development AG 30 August 2018 Buy 41,40 € 50,00 €
UBM Development AG 04 July 2018 Buy 41,00 € 50,00 €
UBM Development AG 30 May 2018 Buy 42,90 € 50,00 €
UBM Development AG 10 April 2018 Buy 41,80 € 50,00 €
UBM Development AG 07 March 2018 Buy 40,00 € 50,00 €
UBM Development AG 23 January 2018 Accumulate 42,50 € 46,00 €
UBM Development AG 28 November 2017 Buy 39,48 € 46,00 €
UBM Development AG 13 October 2017 Buy 38,94 € 46,00 €
UBM Development AG 29 August 2017 Buy 38,30 € 44,00 €
UBM Development AG 31 May 2017 Buy 35,30 € 44,00 €

Please note:
The UBM share price mentioned in this report is from 24 March 2020. UBM man-
dated SRC Research for covering the UBM 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 SRC-
Scharff 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-re-
search.de.
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