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ADLER Real Estate is a residential real estate company focusing on B locations
in Germany. Last year the company more than doubled its portfolio through
various acquisitions. We initiate coverage with a Buy recommendation and a
target price of EUR 16.00 as 1) the market environment for German residential
real estate should remain benign, 2) we expect ADLER to further improve the
quality of its portfolio by reducing the vacancy ratio and increasing LtV, 3)
ADLER’s earnings (FFO I per share) should increase on average by 53% p.a. in
2016e/17e and last but not least the shares are trading at a discount versus its
peer group which we think is not justified.



Market environment should remain benign: Driven by the decline in long-term
interest rates residential real estate prices have increased notably on average in
Germany in recent years, particularly in metropolitan areas. Even if prices in some
cities like Munich or Berlin should be close to the peak, we expect the market
environment to remain benign as we do not foresee any increase in interest rates.
Thus demand for residential real estate should remain high.



ADLER’s portfolio quality should further improve: ADLER’s portfolio is
characterized by a relatively high vacancy ratio (11%). ADLER focuses particularly
on the active management of its portfolio to create value. As ADLER’s units are
mainly located in B locations where vacancy ratios are normally higher we see
significant upside for ADLER’s rental income if it succeeds in reducing vacancy
ratios.



Funding costs should further decline: ADLER has comparably high interest
costs on its outstanding debt which is linked to its relatively high loan-to-value ratio.
We see earnings upside if ADLER succeeds in reducing its loan-to-value ratio as
this should c.p. result in lower interest costs. This should however be realized
rather in the medium than in the short term given ADLER’s debt maturity profile.



Financials: We forecast average FFO I per share growth of 53% p.a. for
2016e/’17e. In 2016e the first-time full-year consolidation of recent acquisitions
should be the key driver while in 2017e the quality improvements of the portfolio
should be the main drivers. NAV per share should increase by 13% between 2015
and 2017e to EUR 17.48.



Valuation and Recommendation: We have derived a target price of EUR 16.00
from a peer group valuation with other German residential real estate companies.
Given an upside of more than 30% we initiate coverage with a Buy rating and a
target price of EUR 16.00.
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Notice according to § 34 b (German) Securities Trading Act (“Wertpapierhandelsgesetz”)
This document is issued by equinet Bank AG (“equinet Bank”). It has been prepared by its authors independently of the Company, and none of equinet Bank, the
Company or its shareholders has independently verified any of the information given in this document.
equinet Bank possesses relations to the covered companies as detailed in the table on the previous page. Additional information and disclosures will be made
available upon request and/or can be looked up on our website http://www.equinet Bank-ag.de
1 - equinet Bank and/or its affiliate(s) hold(s) more than 5% of the share capital of this company calculated under computational methods required by German law.
2 - equinet Bank acts as a designated sponsor for this company, including the provision of bid and ask offers. Therefore, we regularly possess shares of the
company in our proprietary trading books. equinet Bank receives a commission from the company for the provision of the designated sponsor services.
3 – The designated sponsor services include a contractually agreed provision of research services.
4 – Within the last twelve months, equinet Bank was involved as a lead or co-lead manager in the public offering of securities which are/whose issuer is the subject
of this report.
5 – Within the last twelve months, equinet Bank and/or its affiliate(s) provided investment banking- and/or other consultancy services for this company and/or it’s
shareholders.
6 - equinet Bank and/or its affiliate(s) has/have other substantial financial interests in relation to this issuer.
7 – equinet Bank has entered into an agreement with this company about the preparation of research reports and – in return - receives a compensation.
Companies of the equinet Bank group and/or its directors, officers and employees or clients may take positions in, and may make purchases and/or sales as
principal or agent in the securities or related financial instruments discussed in our reports. The equinet Bank group may provide investment banking and other
services to and/or serve as directors of the companies referred to in our reports.
In compliance with Para 5 Sec. 4 of the Ordinance on the Analysis of Financial Instruments (FinAnV) equinet Bank has realized additional internal and
organizational measures, such as specific research guidelines, to prevent or manage conflicts of interest.
Neither the company nor its employees are allowed to receive donations from third parties with a special interest in the content of the analysis.
The salary of the research analysts of equinet Bank AG does not depend on the investment banking transactions of the company. Nevertheless, this does not rule
out the payment of a bonus which depends on the overall financial performance of the bank.
Particular care is taken that the individual performance of each research analyst of equinet Bank AG is not being assessed by a manager of another business
division with similar or same interests.
To assure a highest degree of transparency equinet Bank AG regularly provides - on a quarterly basis – a summary according to Para 5 Sec. 4 No. 3 of the
Ordinance on the Analysis of Financial Instruments (FinAnV). It informs about the overall analysts recommendations and sets them in a relationship to those
companies, for which equinet Bank provided investment banking services within the last twelve months. This summary is published via our website
http://www.equinet Bank-ag.de.
Furthermore, we refer to our conflict of interest policy as well as the German Securities Trading Act (WpHG) and the Ordinance on the Analysis of Financial
Instruments (FinAnV) provided in the download area of our website http://www.equinet Bank-ag.de.

Remarks
Recommendation System
Buy - The stock is expected to generate a total return of over 15% during the next 12 months time horizon.
Accumulate - The stock is expected to generate a total return of 5% to 15% during the next 12 months time horizon.
Neutral - The stock is expected to generate a total return of -5% to 5% during the next 12 months time horizon
Reduce - The stock is expected to generate a total return of -15% to -5% during the next 12 months time horizon
Sell - The stock is expected to generate a total return below -15% during the next 12 months time horizon
Basis of Valuation
equinet Bank uses for valuation purposes primarily DCF-Valuations and Sum-Of-The-Parts-Valuations as well as peer group comparisons.

Share prices
Share prices in this analysis are the German closing prices of the last trading day before the publication unless stated otherwise in the research report.

Sources
equinet Bank has made any effort to carefully research all information contained in the analysis. The information on which the analysis is based has been obtained
from sources which we believe to be reliable such as, for example, Reuters, Bloomberg and the relevant press as well as the company which is the subject of the
analysis. Only that part of the research note is made available to the issuer, who is the subject of the analysis, which is necessary to properly reconcile with the
facts. Should this result in considerable changes a reference is made in the research note.

Actualizations
Opinions expressed in this analysis are our current opinions as of the issuing date indicated on this document. We do not commit ourselves in advance to whether
and in which intervals updates are made.
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DISCLAIMER
THE PREPARATION OF THIS DOCUMENT IS SUBJECT TO REGULATION BY GERMAN LAW. THIS DOCUMENT IS BEING SUPPLIED
TO YOU SOLELY IN YOUR CAPACITY AS A PROFESSIONAL INSTITUTIONAL INVESTOR FOR YOUR INFORMATION AND MAY NOT BE
REPRODUCED OR PASSED ON, DIRECTLY OR INDIRECTLY, TO ANY OTHER PERSON OR PUBLISHED, IN WHOLE OR IN PART, FOR
ANY PURPOSE. NEITHER THIS DOCUMENT NOR ANY COPY OF IT MAY BE TAKEN OR TRANSMITTED INTO AUSTRALIA, CANADA
OR JAPAN OR DISTRIBUTED, DIRECTLY OR INDIRECTLY, IN AUSTRALIA, CANADA OR JAPAN OR TO ANY RESIDENT THEREOF.
THE DELIVERY OF THIS RESEARCH REPORT TO U.S. PERSONS IN THE UNITED STATES OF AMERICA IS MADE BY AND UNDER
THE RESPONSIBILITY OF GSN NA, INC. (REGISTERED WITH THE SEC). THIS RESEARCH REPORT IS ONLY INTENDED FOR
PERSONS WHO QUALIFY AS MAJOR U.S. INSTITUTIONAL INVESTORS, AS DEFINED IN SECURITIES EXCHANGE ACT RULE 15A-6,
AND DEAL WITH GSN NA, INC. HOWEVER, THE DELIVERY OF THIS RESEARCH REPORT OR SUMMARY TO ANY U.S. PERSON
SHALL NOT BE DEEMED A RECOMMENDATION OF GSN NA, INC. TO EFFECT ANY TRANSACTIONS IN THE SECURITIES DISCUSSED
HEREIN OR AN ENDORSEMENT OF ANYOPINION EXPRESSED HEREIN. GSN NA, INC. MAY FURNISH UPON REQUEST ALL
INVESTMENT INFORMATION AVAILABLE TO IT SUPPORTING ANY RECOMMENDATIONS MADE IN THIS RESEARCH REPORT. ALL
TRADES WITH U.S. RECIPIENTS OF THIS RESEARCH SHALL BE EXECUTED THROUGH GSN NA, INC.
THIS DOCUMENT IS FOR DISTRIBUTION IN THE U.K. ONLY TO PERSONS WHO HAVE PROFESSSIONAL EXPERIENCE IN MATTERS
RELATING TO INVESTMENTS AND FALL WITHIN ARTICLE 19(5) OF THE FINANCIAL SERVICES AND MARKETS ACT 2000 (FINANCIAL
PROMOTION) ORDER 2005 (THE “ORDER”) OR (ii) ARE PERSONS FALLING WITHIN ARTICLE 49(2)(A) TO (D) OF THE ORDER,
NAMELY HIGH NET WORTH COMPANIES, UNINCORPORATED ASSOCIATIONS ETC (ALL SUCH PERSONS TOGETHER BEING
REFERRED TO AS “RELEVANT PERSONS”). THIS DOCUMENT MUST NOT BE ACTED ON OR RELIED UPON BY PERSONS WHO ARE
NOT RELEVANT PERSONS. ANY INVESTMENT OR INVESTMENT ACTIVITY TO WHICH THIS DOCUMENT RELATES IS AVAILABLE
ONLY TO RELEVANT PERSONS AND WILL BE ENGAGED IN ONLY WITH RELEVANT PERSONS.
THE DISTRIBUTION OF THIS DOCUMENT IN OTHER JURISDICTIONS OR TO RESIDENTS OF OTHER JURISDICTIONS MAY ALSO BE
RESTRICTED BY LAW, AND PERSONS INTO WHOSE POSSESSION THIS DOCUMENT COMES SHOULD INFORM THEMSELVES
ABOUT, AND OBSERVE, ANY SUCH RESTRICTIONS. BY ACCEPTING THIS REPORT YOU AGREE TO BE BOUND BY THE
FOREGOING INSTRUCTIONS. YOU SHALL INDEMNIFY equinet BANK AGAINST ANY DAMAGES, CLAIMS, LOSSES, AND DETRIMENTS
RESULTING FROM OR IN CONNECTION WITH THE UNAUTHORIZED USE OF THIS DOCUMENT.
This report is for informational purposes only and has no regard to the specific investment objectives, financial situation or particular needs of
any specific recipient. This publication is intended to provide information to assist institutional investors in making their own investment
decisions, not to provide investment advice to any specific investor. Therefore, investments discussed and recommendations made herein may
not be suitable for all investors: readers must exercise their own inde-pendent judgment as to the suitability of such investments and
recommendations in the light of their own investment objectives, experience, taxation status and financial position.
The information herein is believed by equinet Bank to be reliable and has been obtained from sources believed to be reliable, but equinet Bank
makes no representation as to the accuracy or completeness of such information. The information given in this report is subject to change
without notice; it may be incomplete or condensed and it may not contain all material information concerning the Company. Opinions
expressed herein may differ or be contrary to opinions expressed by other business areas of the equinet Bank group as a result of using
different assumptions and criteria. equinet Bank is under no obligation to update or keep the information current. equinet Bank provides data
concerning the future development of securities in the context of its usual research activity. However, if a financial instrument is denominated in
a currency other than an investor’s currency, a change in exchange rates may adversely affect the price or value of, or the income derived
from, the financial instrument, and such investor effectively assumes currency risk. In addition, income from an investment may fluctuate and
the price or value of financial instruments de-scribed in this report, either directly or indirectly, may rise or fall. Furthermore, past performance is
not necessarily indicative of future results. Neither the author nor equinet Bank accepts any liability whatsoever for any loss howsoever arising
from any use of this publication or its contents or otherwise arising in connection herewith, except as provided for under applicable regulations.
equinet Bank shall only be liable for any damages intentionally caused or which result from any gross negligence of equinet Bank. Further
equinet Bank shall be liable for the breach of a material obligation of equinet Bank, however, limited to the amount of the typical foreseeable
which shall in no event exceed the amount of EUR 10,000. German law shall be applicable and court of jurisdiction for all disputes shall be
Frankfurt/Main (Germany).

Competent Supervisory Authority:
Bundesanstalt für Finanzdienstleistungsaufsicht
-BaFin- (Federal Financial Supervisory Authority)
Graurheindorfer Straße 108, 53117 Bonn and
Marie-Curie-Str. 24-28, 60439 Frankfurt am Main.
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Recommendation history for ADLER REAL ESTATE
Date
07-Jul-16

Recommendation
Buy

Target price
16.00

Price at change date
11.40

Source: Factset & ESN, price data adjusted for stock splits.
This chart shows equinet Bank continuing coverage of this stock; the current analyst may or may not have covered it over the entire period. Current analyst:
Philipp Häßler, CFA (since 00/00/0000)
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The ESN Recommendation System is Absolute. It means that each stock is rated on the
basis of a total return, measured by the upside potential (including dividends and capital
reimbursement) over a 12 month time horizon.

The ESN spectrum of recommendations (or ratings) for each stock comprises 5
categories: Buy (B), Accumulate (A), Neutral (N), Reduce (R) and Sell (S).
Furthermore, in specific cases and for a limited period of time, the analysts are allowed to
rate the stocks as Rating Suspended (RS) or Not Rated (NR), as explained below.
Meaning of each recommendation or rating:









Buy: the stock is expected to generate total return of over 15% during the next
12 months time horizon
Accumulate: the stock is expected to generate total return of 5% to 15%
during the next 12 months time horizon
Neutral: the stock is expected to generate total return of -5% to +5% during the
next 12 months time horizon
Reduce: the stock is expected to generate total return of -5% to -15% during
the next 12 months time horizon
Sell: the stock is expected to generate total return under -15% during the next
12 months time horizon
Rating Suspended: the rating is suspended due to a change of analyst
covering the stock or a capital operation (take-over bid, SPO, …) where the
issuer of the document (a partner of ESN) or a related party of the issuer is or
could be involved
Not Rated: there is no rating for a company being floated (IPO) by the issuer of
the document (a partner of ESN) or a related party of the issuer

Certain flexibility on the limits of total return bands is permitted especially during
higher phases of volatility on the markets
Equinet Bank Ratings Breakdown

Reduce Sell
0% 1%
Neutral
30%

Buy
45%

Accumulate
24%
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Disclaimer:
These reports have been prepared and issued by the Members of European
Securities Network LLP (‘ESN’). ESN, its Members and their affiliates (and any
director, officer or employee thereof), are neither liable for the proper and
complete transmission of these reports nor for any delay in their receipt. Any
unauthorised use, disclosure, copying, distribution, or taking of any action in
reliance on these reports is strictly prohibited. The views and expressions in the
reports are expressions of opinion and are given in good faith, but are subject to
change without notice. These reports may not be reproduced in whole or in part
or passed to third parties without permission. The information herein was
obtained from various sources. ESN, its Members and their affiliates (and any
director, officer or employee thereof) do not guarantee their accuracy or
completeness, and neither ESN, nor its Members, nor its Members’ affiliates (nor
any director, officer or employee thereof) shall be liable in respect of any errors or
omissions or for any losses or consequential losses arising from such errors or
omissions. Neither the information contained in these reports nor any opinion
expressed constitutes an offer, or an invitation to make an offer, to buy or sell any
securities or any options, futures or other derivatives related to such securities
(‘related investments’). These reports are prepared for the clients of the Members
of ESN only. They do not have regard to the specific investment objectives,
financial situation and the particular needs of any specific person who may
receive any of these reports. Investors should seek financial advice regarding the
appropriateness of investing in any securities or investment strategies discussed
or recommended in these reports and should understand that statements
regarding future prospects may not be realised. Investors should note that income
from such securities, if any, may fluctuate and that each security’s price or value
may rise or fall. Accordingly, investors may receive back less than originally
invested. Past performance is not necessarily a guide to future performance.
Foreign currency rates of exchange may adversely affect the value, price or
income of any security or related investment mentioned in these reports. In
addition, investors in securities such as ADRs, whose value are influenced by the
currency of the underlying security, effectively assume currency risk.
ESN, its Members and their affiliates may submit a pre-publication draft (without
mentioning neither the recommendation nor the target price/fair value) of its
reports for review to the Investor Relations Department of the issuer forming the
subject of the report, solely for the purpose of correcting any inadvertent material
inaccuracies. Like all members employees, analysts receive compensation that is
impacted by overall firm profitability For further details about the specific risks of
the company and about the valuation methods used to determine the price
targets included in this report/note, please refer to the latest relevant published
research on single stock or contact the analyst named on the front of the
report/note. Research is available through your sales representative. ESN will
provide periodic updates on companies or sectors based on company-specific
developments or announcements, market conditions or any other publicly
available information. Unless agreed in writing with an ESN Member, this
research is intended solely for internal use by the recipient. Neither this document
nor any copy of it may be taken or transmitted into Australia, Canada or Japan or
distributed, directly or indirectly, in Australia, Canada or Japan or to any resident
thereof. This document is for distribution in the U.K. Only to persons who have
professional experience in matters relating to investments and fall within article
19(5) of the financial services and markets act 2000 (financial promotion) order
2005 (the “order”) or (ii) are persons falling within article 49(2)(a) to (d) of the
order, namely high net worth companies, unincorporated associations etc (all
such persons together being referred to as “relevant persons”). This document
must not be acted on or relied upon by persons who are not relevant persons.
Any investment or investment activity to which this document relates is available
only to relevant persons and will be engaged in only with relevant persons.
The distribution of this document in other jurisdictions or to residents of other
jurisdictions may also be restricted by law, and persons into whose possession
this document comes should inform themselves about, and observe, any such
restrictions. By accepting this report you agree to be bound by the foregoing
instructions. You shall indemnify ESN, its Members and their affiliates (and any
director, officer or employee thereof) against any damages, claims, losses, and
detriments resulting from or in connection with the unauthorized use of this
document.
For disclosure upon “conflicts of interest” on the companies under coverage by all
the ESN Members and on each “company recommendation history”, please visit
the ESN website (www.esnpartnership.eu) For additional information and
individual disclaimer please refer to www.esnpartnership.eu and to each
ESN Member websites:
www.bancaakros.it regulated by the CONSOB - Commissione Nazionale per le Società e la Borsa
www.bekafinance.com regulated by CNMV - Comisión Nacional del Mercado de Valores
www.caixabi.pt regulated by the CMVM - Comissão do Mercado de Valores Mobiliários
www.cmcicms.com regulated by the AMF - Autorité des marchés financiers
www.equinet-ag.de regulated by the BaFin - Bundesanstalt für Finanzdienstleistungsaufsicht
www.ibg.gr regulated by the HCMC - Hellenic Capital Market Commission
www.op.fi regulated by the Financial Supervision Authority
www.snssecurities.nl regulated by the AFM - Autoriteit Financiële Markten
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