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m Price (Euro)

52 weeks range

5.05
5.70 / 4.50

Key Data

Country Germany

Industry Real Estate

Segment Open Market (Entry Standard)

ISIN DE0005227342

WKN 522734

Reuters BIWG.DE
Bloomberg BIW GY

Internet www.kwg-ag.de

Reporting Standard IFRS

Fiscal Year 31/12

@ Daily Turnover in € (3M) 4,382

Market Cap (EUR million) 54.5

Number of shares (million) 10.8

Free Float 35%

Free Float MCap (million) 19.1

CAGR pre tax profits 09-12e 54.7%

Multiples 2011e 2012e 2013e
MarketCap/ Sales 1.8 1.7 1.6
PE-Ratio 6.2 55 4.8
Dynamic PE-Ratio 0.11 0.10 0.09
Dividend Yield 0.0% 3.0% 4.0%
Price-to-Book ratio 62.8% 56.4% 50.4%
Key Data per Share (Euro) 2011e 2012e 2013e
Earnings per Share (EPS) 0.81 0.92 1.06
Dividends per Share (DPS) 0.00 0.15 0.20
Book Value per Share (BVPS) 8.04 8.96 10.02
Financial Data (Euro '000) 2011e 2012e 2013e
Revenues (rental income) 21,584 25,901 27,714
Other income (incl. revaluations) 10,580 7,500 7,700
Total operating income 32,164 33,401 35,414
Operating profit (EBITDA) 18,191 18,712 20,158
Operating Profit (EBIT) 18,013 18,532 19,939
Pre-tax profit (EBT) 11,444 11,960 13,384
Net profit (after minorities) 8,793 9,930 11,434
Adjusted Shareholders' Equity 86,892 96,822 108,256
ROE after tax 10.7% 10.8% 11.2%
Financial Calendar

Annual Report 2011 30 April 2012
1Q 2012 Key Data 7 May 2012
AGM 31 July 2012

Main Shareholders

Group of core shareholders

Analysts

E-Mail

Internet

65%

Stefan Scharff, CREA

Denis Kuhn

scharff@src-research.de

kuhn@src-research.de

www.src-research.de

2014e

1.6
4.1
0.07
0.0%
0.0%

2014e

1.24
0.25
11.26

2014e

30,762
7,200
37,962
22,364
22,105
15,505
13,430
121,686
11.7%

KWG well on track with record profit
8.8m and 2012 growth plans — Buy affirmed

= Der Spezialist fiir Finanzaktien

of Euro

Today, Hamburg-based residential player KWG
Kommunale Wohnen published some preliminary
key figures for FY 2011. Total revenues increased
to Euro 21.5m (+8.5%) and aggregated Net Cold
Rent came in at about Euro 15m (+12.8%), both
slightly below our estimates of Euro 23.2m and
15.9m, respectively. Earnings Before Taxes (EBT)
slightly outperformed our projection of Euro 11.1
and amounted to Euro 11.4m after 10.7m in 2010
(+6.5%).

With a Net Profit of Euro 8.8m, translating into 81
cents per share, the company exactly matched our
forecast for 2011. NAV is reported at about Euro 8
per share, which is also close to our estimate of
Euro 8.05. These key figures mirror the operational
success of the year 2011 and show that the com-
pany is well on track.

With the ongoing transformation from investment
properties to the core portfolio and the acquisition
of the Delmenhorst portfolio (442 units) in July
2011, Net Cold Rents rose to Euro 4m within 4Q.
This may serve as the basis for our 2012 estimates
also taking into account the acquisitions scheduled
for the first half of the year. Average vacancy of the
core portfolio decreased significantly to 2.7% com-
pared to 6.4% as of year-end 2010. In our view this
proves the company’s capabilities to significantly
increase cash earnings of its portfolio properties at
a fast pace after refurbishments are completed.
Revaluation gains amounted to about Euro 9m,
which matches our projections and reflects the in-
creases in cash flow resulting from decreased va-
cancies and higher average rents per sgm at the
same time. Despite the obvious success in the
firm’s operating business, acquisitions within FY
2011 were below the company’s guidance and our
projections. Nevertheless, we are confident that
KWG will be able to expand its residential portfolio
significantly within 2012. According to the man-
agement, the company is in negotiations for a
number of acquisitions. We expect more news flow
to come in the next few months.

Revenues and net profit rose significantly in
2011, in line with our projections. Therefore w e
expect KWG to continue its success ful growth
in 2012, including the expansion of the portfolio

via additional acquisitions. We stick to our Buy
rating and to our target of Euro 7.50.
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Strengths

Weaknesses

Opportunities

Threats
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SWOT - Analysis

>

Management and core investors (in particular theefiing family) have a

broad and long-term experience in the German tateearena.

Excellent network and relationships combined wittraven track record will

enhance further deal flow with municipalities.

High yielding residential portfolio in fundamentalolid regions with a prov-

en track record for rental success and attractgeiaitions.
Strong equity ratio of 37% as of June 2011 and stblat approx. € 3.5m.

Very good inner-city locations like for instanceBochum and Gelsenkirchen.

Small market capitalization of the company leadslitoited visibility at
investors with high investment volume. But markag @lready increased from

Euro 40m to now about Euro 55m .

Low trading volume of the stock, and therefore reseof investors that fear

iliquidity.

Positive cash earnings property portfolio with figt upside potential as
KWG achieved significant increases in rents via paghensive refurbishment

measures in the past.

Proven track record makes municipalities confidémt further deals with

KWG as reliable partner. This gives the chanceofbmarket transactions.

The market for deals with municipalities has sonteire potential, due to the
weak financial conditions of most municipalitie§-his should increase the

willingness to sell municipal housing companies.

The change into the Entry Standard will lead tohkigvisibility and broader
potential investor base. The next step would bectignge into the Prime

Standard, which would foster the company visibitityd investor base

KWG started to set up its own property manageme20i10. From 1Q 2011
on even more than 90% of all rental units are madagy KWG itself. This
will lead to a reduced cost base (€ 0.2m p.a.)asal to a better tenant struc-

ture and improved rental success.

Funding of acquisitions and refurbishment projecisid become problematic

if the financial market crisis worsens.

Typical risks of purchasing properties (higher sdkfin originally planned).
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Discounted Cashflow for KWG Kommunale WohnenAG
(Entity WACC Method)

Assumptions:
Equity ratio longterm 38% Beta factor 0.90
CoE Cost of Equity 7.7% Risk-free return 1.8%
ColL Cost of Liability 4.9% Market risk premium 6.5%
Weighted Average Cost of Capital (WACC) 5.9%
Years until first pay-out 0.83
Growth in Terminal Value 1.0%
Terminal
Euro '000 2012e 2013e 2014e 2015e 2016e Value
Rental income from properties 25,642 27,437 28,809 30, 249 31,459 30,551
Sales revenues growth 18.8% 7.0% 5.0% 5.0% 4.0% 1.0%
Cash margin on revenues 47.3% 45.0% 45.0% 45.0% 45.0% 45.0%
Operating cash-profit  after staff and material
expenses and other expenses 12,141 13,604 12,964 13,612 14,157 13,748
Tax rate on operating cash profit 11.3% 11.3% 11.3% 11.3% 11.3% 15.8%
Net operating profit after tax (NOPAT) 10,769 12,067 1 1,499 12,074 12,557 11,576
+/- Changes in Working Capital -300 -300 -400 -750 -1,000 -200
+/- Changes in Others UV -123 -109 -115 -115 -119 -250
Free cash flow 10,346 11,658 10,984 11,209 11,438 11,126
Present value of free cash flows 9,864 10,494 9,335 8,994 8,665 161,820
PV of detailed period 38,686
PV of terminal value 161,820 .
Sum of free cash flows / Enterprise Value 209,170 Enterprise value breakdown
+ market value of assets that are not necessary for
operating business 0 PV of__——
+ cash / cash equivalents (as of Dec. 2011e) 3,850 detai(I)e d
- interest bearing liabilities / long-term provisions (as eriod
of Dec. 2011e) -128,546 P
Market value of equity 84,474
PV of
Number of shares in million 10,805 terminal
Fair market value per share in Euro 7.82 value
Terminal
Development of value drivers 2012e 2013e 2014e 2015e 2016e Value
Sales growth 18.8% 7.0% 5.0% 5.0% 4.0% 1.0%
Cash margin on revenues 47.3% 45.0% 45.0% 45.0% 45.0% 45.0%
Changes in Working Capital quota -1.2% -1.1% -1.4% -2.5% -3.2% -0.7%
Current share price (Euro) 5.05
- o
Up/Downside 54.8%
Source: SRC Research
3
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P&L KWG Kommunale Wohnen AG

CAGR
31/12 IFRS (Euro '000) 2008 2009 2010 2011e 2012e 2013e 2014e '09e-'12e
Revenues 13,706 19,759 19,765 21,584 25,901 27,714 30,762 9.4%
L thereof rental income from properties 13,706 19,759 19,765 21,562 25,642 27,437 30,455
L thereof rental income without costs of material 8,711 12,423 13,529 14,930 18,908 20,231 22,457
other oper. income (mainly net revaluation result) 10,406 4,184 9,865 10,580 7,500 7,700 7,200
Total operating income 24,112 23,943 29,630 32,164 33,401 35,414 37,962
Expenses for investment properties -3,856 -3,653 -2,999 -2,941 -3,100 -3,300 -3,050
Cost of material -4,995 -7,336 -6,236 -6,632 -6,734 -7,206 -7,998
Personnel expenses -1,377 -1,488 -1,773 -2,160 -2,355 -2,650 -2,850
Other operating expenses -8,463 -2,334 -1,866 -2,240 -2,500 -2,100 -1,700
Operating profit (EBITDA) 5,421 9,132 16,756 18,191 18,712 20,158 22,364 27.0%
EBITDA margin 39.6% 46.2% 84.8% 84.3% 72.2% 72.7% 72.7%
Amortization of intangible assets and depreciation of property,
plant and equipment and investment properties -49 -103 -173 -179 -180 -220 -260
Operating profit (EBIT) 5,373 9,029 16,584 18,013 18,532 19,939 22,105 27.1%
EBIT margin 22.3% 37.7% 56.0% 56.0% 55.5% 56.3% 58.2%
Income from securities in financial assets 68 0 0 50 50 50 50
Other interest and similar income 432 72 26 80 300 450 600
Interest and similar expenditure -4,897 -5,865 -5,861 -6,656 -6,871 -7,005 -7,250
Minority interests of other shareholders -6 -3 -6 -43 -51 -50 0
Pre-tax Profit (EBT) 969 3,233 10,743 11,444 11,960 13,384 15,505 54.7%
EBT margin 7.1% 16.4% 54.4% 53.0% 46.2% 48.3% 50.4%
tax expenses and other expenses -197 87 -2,159 -2,640 -2,005 -1,915 -2,030
Tax rate 20.3% 15.8% 7.5% 23.1% 16.8% 14.3% 13.1%
Minorities 0 0 -1 -11 -25 -35 -45
Net Profit after minorities 773 3,320 8,583 8,793 9,930 11,434 13,430 44.1%
Return on sales 5.6% 16.8% 43.4% 40.7% 38.3% 41.3% 43.7%
Number of shares (at year-end, '000) 7,490 9,822 10,805 10,805 10,805 10,805 10,805
Earnings per share (Euro) 0.10 0.34 0.87* 0.81 0.92 1.06 1.24
EPS above CoE (8.0%) -0.41 -0.15 0.29 0.20 0.24 0.30 0.39
Dividends per Share (DPS) in Euro 0.00 0.00 0.00 0.00 0.15 0.20 0.25
Book Value per Share (BVPS) in Euro 7.50 6.59 7.23 8.04 8.96 10.02 11.26
Adjusted Shareholders' Equity  without minorities 56,143 64,735 78,099 86,892 96,822 108,256 121,686 14.4%
ROE after Tax 1.6% 5.5% 12.0% 10.7% 10.8% 11.2% 11.7%
Key ratios & figures 2008 2009 2010 2011e 2012e 2013e 2014e
Growth rates in %
Revenues 354.0% 44.2% 0.0% 9.2% 20.0% 7.0% 11.0%
EBITDA 58.3% 68.5% 83.5% 8.6% 2.9% 7.7% 10.9%
EBIT 58.3% 68.1% 83.7% 8.6% 2.9% 7.6% 10.9%
EBT -63.3% 233.6% 232.2% 6.5% 4.5% 11.9% 15.8%
Net profit after minorities -75.0% 329.8% 158.5% 2.4% 12.9% 15.1% 17.5%
Margins in %
Gross
EBITDA 22.5% 38.1% 56.6% 56.6% 56.0% 56.9% 58.9%
EBIT 22.3% 37.7% 56.0% 56.0% 55.5% 56.3% 58.2%
EBT 7.1% 16.4% 54.4% 53.0% 46.2% 48.3% 50.4%
Expense ratios in %
Personnel costs quote 5.7% 6.2% 6.0% 6.7% 7.1% 7.5% 7.5%
Cost of material to sales 20.7% 30.6% 21.0% 20.6% 20.2% 20.3% 21.1%
Depreciation to sales 0.2% 0.4% 0.6% 0.6% 0.5% 0.6% 0.7%
Tax rate 20.3% 15.8% 7.5% 23.1% 16.8% 14.3% 13.1%
Profitability in %
Net profit to sales ratio 5.6% 16.8% 43.4% 40.7% 38.3% 41.3% 43.7%
Return on equity (ROE) after tax 1.6% 5.5% 12.0% 10.7% 10.8% 11.2% 11.7%
Valuation
PE-ratio 48.96 14.94 5.80 6.21 5.49 4.77 4.06
Price/BVpS 7.50 6.59 7.23 8.04 8.96 10.02 11.26
Dividend yield in % 0.0% 0.0% 0.0% 0.0% 3.0% 4.0% 5.0%
EV/ Sales 2.26 2.28 1.84 1.70 1.63 1.54 1.44
EV/ EBITDA 10.06 5.97 3.25 3.00 291 2.71 2.44
Data per share
Number of shares in k 7,490 9,822 10,805 10,805 10,805 10,805 10,805
EpS 0.10 0.34 0.87* 0.81 0.92 1.06 1.24
DpS 0.00 0.00 0.00 0.00 0.15 0.20 0.25
BVpS 7.50 6.59 7.23 8.04 8.96 10.02 11.26
* EPS with average number of shares of 9.857 million shares 4
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SRC Research
— The Specialist for Financial and Real Estate Stoc ks —

SRC-Scharff Research und Consulting GmbH

Klingerstrasse 23

D-60313 Frankfurt

Germany

Fon: +49 (0) 69 / 400 313 — 80

E-Mail: scharff@src-research.de
kuhn@src-research.de

Internet: www.src-research.de

Rating Chronicle Date Rating Former Price Former Target

KWG 9. Nov 2011 Buy 4,99 € 750 €
KWG 25. Aug 2011 Buy 5.16 € 750 €
KWG 12.Jul 11 Buy 4,61 € 750 €
KWG 19. May 11 Buy 5.30 € 7.50 €
KWG 26.Jan 11 Buy 545 € 750 €
KWG 10.Jan 11 Buy 510 € 750 €
KWG 5. Nov 10 Buy 4.67 € 7.00 €
KWG 13. Aug 10 Buy 3.70 € 6.50 €
KWG 19. Apr 10 Buy 4.45 € 6.50 €

Please note:

The KWG share price mentioned in this report is from closing of 29 February
2012. KWG mandated SRC Research for mentoring the KWG share.

Disclaimer © 2012: This equity research report is published by: SRC-Scharff Research und Consulting GmbH
(short name: SRC Research), Klingerstr. 23, D-60313 Frankfurt, Germany. All rights reserved.

Although we feel sure that all information in this SRC report stem from carefully selected sources with a 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 that not necessarily is the same opinion as SRC-Scharff Re-
search und Consulting GmbH or another staff member. All in this report made opinions and judgements might
be changed without a pre-announcement. Within the scope of German regulative framework author and SRC-
Scharff Research und Consulting GmbH do not assume any liability for using this document or its content. This
report is just for information purposes and not a request or an invitation or a recommendation to buy or sell
any stock that is mentioned here. Private clients should search for personal advice at their bank or investment
house and should keep in mind that prices and dividends of equities might 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 themselfes on a unsolicited basis to have no long- or short-positions in equi-
ties or derivatives related to equities mentioned in this report.

Reproduction, distribution and publishing of this report and its content as a whole or in parts is only allowed
with an approval of SRC management board in 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. 5



