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Revaluation boosts NAV of Orco 

Germany 

 

 

 

SUMMARY OF FY 2007 RESULTS 

• In 2007, the net profit of Orco Germany (attributable to the group) soared to €57.0m, 

up from €21.9m in 2006. 

• The net gain from value adjustments amounted to €86.4m, compared to €31.5m in 

2006. 

• The adjusted EBITDA (excluding unrealized revaluation gains and amortization) 

increased to €14.0m versus only €1.2m in 2006. EBITDA of the development activities 

was slightly negative (-€0.6m), but EBITDA of the renting portfolio amounted to 

€14.6m. The main contributor is GSG with €9.5m (only consolidated during the 

second half of the year). In addition, it includes the realized gain of the Pier 1 building 

in Duisburg (€2.3m). 

• Turnover rose by 8% to €79.9m (€73.8m).  The investment portfolio generated rental 

income of €24.8m (€1.5m). Revenues of the development activities fell to €56.2m 

(€72.3m). 

• Adjusted NAV per share rose to €7.51, an increase of 59% compared to €4.70 as at year-

end 2006. 

• In 2008, Orco Germany aims to focus on further improvement of the occupancy of the 

GSG portfolio and the progress of its large development projects in Berlin.     

 

 

COMMENT 

Revaluation gains were the largest single item in the P&L of Orco Germany. The main 
contributors were GSG, Leipziger Platz and Haus Cumberland. The gain of GSG was 
€28m. This portfolio was acquired at a yield of appr. 10% and was revalued at a yield of 
8.25%. The revaluation of Leipziger Platz of €19.5m was largely (€16m) in the first half of 
the year. The revaluation of Haus Cumberland of €16m was almost fully (€15m) in the first 
half. 
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Rental income of Orco Germany was strongly higher than in 2006, predominantly due 
to the acquisition of GSG. GSG accounted for rental income of €19.7m for the second half 
of the year. According to our estimates, this reflects a rent of €5.77/m2 (including service 
charges paid by tenants). Since July, the vacancy rate has been reduced from 32% to 30%. 
Other financial costs of Orco Germany of €14.6m are to a large extent related to a 
restructuring of the debt of GSG. The latest revaluation of the GSG portfolio shows an 
investment value of €530/m2, which is only 27% of the replacement value of €1,940/m2 
based on insurance estimates.  The estimated replacement value results in a portfolio 
value of GSG of €1.6bn. In our view, this figure is more an indication of the quality of the 
buildings than of potential value gains. Assuming that 90% of the portfolio will be 
occupied, that the average rent will rise to €7.50/m2 and the yield will fall to 6.75%, the 
investment value of the GSG portfolio is €1bn. 

 
Turnover of the development activities of €56.2m was lower than in the preceding year. 

However, in 2006 €11.0m out of total turnover of €72.3m was realized in the Czech 
Republic. In 2007, 143 residential units were delivered and 43 forward purchase contracts 
were signed.  

 
In December, the Pier 1 office building in Duisburg was divested. Proceeds amounted to 

€27m, 8% over the latest valuation and reflecting a yield of 5.9%. The deal proves that 
there is still ample demand for investment property in Germany. In June, the office 
building in the Singerstrasse was disposed for €4.0m, a gain of €1.6m compared to the 
acquisition price in 2005. In 2008, Orco Germany intends to continue a programme of 
selective disposal of assets. This will allow the company to invest in more value creating 
projects. It expects to start the construction of Haus Cumberland in the current year.  

 
Last week, the first price for the design competition of the Wertheim site at Leipziger 

Platz was awarded to architects Kleihues + Kleihues. Orco Germany expects to construct 
120,000 m2 on the site, 50% more than initially anticipated. Of the total space, 55% 
(66,000 m2) is intended for shopping and entertainment, 30% (36,000 m2) for residential 
and 15% (18,000 m2) for office space. In addition, there will be 760 parking spaces. The 
investment in the project is estimated at €300m (excluding land). 

 
The share price of Orco Germany is low, the latest share price of €6.00 being 20% lower 

than NAV per share of €7.51. In our report of October 2007, we estimated that the value of 
the company would be €15 per share. By now, it is probable that the increased volume of 
the Leipziger Platz project will result in even more value creation, although the full value 
of this investment will become clear only in 2012. Nevertheless, in view of the 
considerable discount of the share price to their estimated value, we confirm our 
‘Outperformer’ rating.          

 
Henk Brouwer, financial analyst 

+31 20 5306317 
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DISCLAIMERS 
 

History recommendation 
Date    Previous Recommendation New Recommendation 
15-10-2007   Not Rated   Outperformer 
 
 
Supervisory authority 
Amsterdams Effectenkantoor B.V. (AEK) is registered with AFM, the Netherlands Authority for the Financial Markets. 
 
Potential conflict of interest 
 
AEK acts as a liquidity provider for Orco Germany (the Company). A complete list of companies for which AEK acts as liquidity provider can be found 
on our website www.aek.eu. 
 
AEK entered into an agreement with the Company to provide various services for the Company, including issuing research reports. 
 
AEK may act as a designated sponsor or market maker for or on behalf of any of the Company. 
 
AEK or any entity of AEK can perform corporate finance, brokerage and advisory services for or on behalf of the Company or trade in the securities of 
the Company, as a broker, market maker, or in any other role. 
 
AEK may perform other services (including acting as an adviser or manager) for the Company, and may have done so in the last twelve months 
preceding this publication. 
 
AEK or any entity of AEK may hold a position in the Company either independently or for the benefit of third parties. 
 
Measures preventing conflict of interest 
AEK has established procedures to prevent conflict of interest and to ensure the provision of high quality research based on research objectivity and 
independence. This report has been prepared by the research department of AEK. Analysts of AEK are not allowed to have an interest in any class of 
common equity securities of the companies they cover. Like all employees of AEK, the remuneration of the analyst who prepared this report can be 
based in part on the results of AEK as a whole. No part of his/her compensation was or is related to any recommendation or opinion expressed in this 
report. The analyst who prepared this report hereby certifies that the views expressed in this research report accurately reflect his/her personal opinion 
about the Company and the relevant securities. Analysts are required to respect the information sharing policy that restricts disclosure of 
recommendations to third parties or to any other department of AEK or any other entity/affiliate of AEK prior to the distribution or the public 
disclosure thereof. Similar information barriers apply to the staff involved in corporate finance in order to prevent conflicts of interest. They are not 
allowed to enter into transactions involving securities of a listed company for their own account or for the account of any third party, when involved in 
the customer relationship with such company, nor communicate on the relationship with such company outside the corporate department without 
the prior authorization of the Compliance Officer. 
 
Methodology, rating system and distribution of ratings 
Our forecasts regarding the Company’s profit and loss account, balance sheet and/or cash flow statement are based on subjective views of relevant 
future Company specific developments and market developments. Opinions in this report are based on a combination of peer group analysis, 
discounted cash flow analysis and/or historical valuation analysis. AEK’s policy is to update research reports as it deems appropriate, based on 
developments with the Company, the sector or the market that may have a material impact on the research views or opinions stated herein. The rating 
depends on the expected absolute share price performance over the next 12 months, reflecting the expected absolute performance compared to the 
Dutch equity market as a whole. 
 
Rating    Expected absolute share   Time 

price performance   horizon 
Outperformer  better absolute returns  12 months 
Market performer  same absolute returns  12 months 
Underperformer  less absolute returns  12 months 
 
Reliance 
An investor’s decision to buy or sell a stock should depend on, among others, individual circumstances. For information on our rating distribution we 
refer to our website www.aek.eu. 
 
This report is based on information from sources believed to be reliable. Insofar as it contains an opinion it is a professional judgement that we have at 
this point. We shall not be under any obligation to inform the public of any changes in the information or the opinion. We do not warrant accuracy or 
completeness of information and opinion. Ratings or research should not be used or relied upon as investment advice. This report is neither an offer to 
buy or sell securities nor a solicitation of an offer to buy or sell securities. 
 
Our sales people, traders and other professionals employed with AEK and/or her affiliates may provide oral or written market commentary or trading 
strategies to our clients and our proprietary trading desks that reflect opinions that are contrary to the opinions expressed in this report. 
 
Copyright  
Copyright © 2008. Amsterdams Effectenkantoor, the Netherlands. All Rights Reserved. This research report may not be photocopied, electronically 
redistributed or otherwise reproduced without the prior permission of AEK. Our research is disseminated primarily electronically and in printed 
form. Electronic research is simultaneously available to all our clients. 
 


