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EQUITY STORY  FRANCONOFURT (FFM)

� FFM is an investor in German multi-tenant housing

� FFM acquires from private individuals (small-ticket business)

� 8 % minimum current gross yield at time of acquisition

� FFM is major beneficiary of aging German society (asset
meltdown)

� FFM acquires off-market & below the radar screen of larger 
players

� Acquisition volume EUR 250m in 2007, equals ca. 300 houses
with 3000 appartments

� Group equity of EUR 99m allows for EUR 500m acquisition
volume

� Listed since 2005, increasing dividend for each year, 10 % yield

� Free float 54 %, c. 6 % Franklin Templeton, 5 % Landesbank 
RPfalz
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WHAT WE DON´T BUY AND  WHAT WE BUY 
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ORGANIZATIONAL STRUCTURE – FFM ACTIVE ACROSS GERMANY

100 %100 % 100%54 %

Frankfurt High-end houses DistributionMulti-tenant, Listed in 9/2006

Holding company (stock exchange listed)

Multi-tenant, Rhein-Ruhr RegionMulti-tenant, East Germany
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� Phase 1: Frankfurt City 
portfolio

� Phase 2: Initiation and IPO of 
FRM as of 9/´06

>>> Proof of Concept

� Phase 3: Gradual roll-out of 
portfolio production business 
in Germany

� Phase 4: Scaling up the
volumes in each Francono-
Portfolio

� 2009: EUR 1bn total gross 
invested volume*

*target gross acquisition volume

THE EVOLUTION OF THE FRANCONOFURT BUSINESS MODELL

2000 - 2006 2006 2007 - 2008

House Management

Disposal/Distribution of Assets

Construction Services

Acquistion of assets

+
Frankfurt City
Portfolio

IPO of Francono
Rhein Main

Initiation of 
FranconoWest

Initiation of 
FranconoOst

+
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WORKING WITH BEST PARTNER APPROACH

� Appraiser Real Estate: Jones Lang LaSalle 

� Auditor: KPMG

� SAP infrastructure live since April 2007 by Aareon/Aareal

� SAP allows group wide scalability

� Group wide controlling & monitoring

� Basis for Germany roll-out

� Portfolio Mgt Software from Deloitte Touche/Innova

� Quarterly IFRS reporting, EPRA standards, full notes
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SUPPLY & DEMAND DYNAMICS – FRANCONOFURT BENEFITS ON BOTH SIDES

Supply side Franconofurt Group Demand side

Private sellers

� Demographic shift/aging

� Inheritance Trend

Broker‘s best partner

� First call to FRM

� Strong equity base

� Quick time to signing

� No fee discussion

Increasing asset base

� Germany GDP rebound
� Wage increases/migration

� 10y low in new construction

Institutional investors

� Sale of sub-portfolios

� Fine tuning: 10-15 % 

of portfolio p.a.

Portfolio 
production

engine
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LISTED GERMAN REAL ESTATE MARKET – STILL AT AN INFANT STAGETHE GERMAN RESIDENTIAL REAL ESTATE MARKET – TURN AROUND EXPECTED
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H1 RESULTS CONFIRM CASH PROFITABILITY OF GROUP 

� Guidance of EUR 80 cents dividend

� Dividend is strongest signal that FFM is delivering cash-earnings

� H1 net profits already reach 90 % of whole 2006 results

� Rental income as of H1 surpasses whole 2006 results by 25 %

� Sale of Frankfurt Conversion Portfolio gains momentum vs. Q1

� Balance sheet total of EUR 193m nearly doubles vs. end-2006

� Equity after successful Q2 cap increase at EUR 99m (2006: 67m)

� Expected dividend yield is: EUR 80 cents / EUR 10,0 = c. 8 %
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� Stable revenues increasing: H1 
net rental income already higher
than total 2006 results

� Moderate mark-ups: 7 % of 
financial assets, 5 % of total 
real estate assets

� H1 still building up asset base, 
medium term increased sale
expected

� Cost growth due to 
infrastructure set up

� Scale effects to kick in H2 2007

FRANCONOFURT P+L  - STRONG UNDERLYING EARNINGS BASE

425

66999787490916Net income bef. minorities

9194166493581575EBT

24956861868659Tax

580311785287Net interest expense

97751975101431863EBIT

3340(99)3408119Other income/expenses

5161

197

7131

3769

721

2154

H1 2007

978

505

901

2046

H1 2006

6429856Net profits after minorities

* pre-liminary, subject to change, not audited

Portfolio sale

Mark-ups

Admin & distr. expenses

Net proceeds from assets AfS

Gross rental income

in ´000 Euro          
(IFRS, EPRA standard)*

1569-

2631-

3066986

40312522

1571737

20062005
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� Equity represents c. 40 % of 
balance sheet total 

� FRM + FRW portfolio mark-to-
market (c. 7 % mark-up)

� FFM City portfolio AfS

� Receivables strongly reduced, 
better working capital
management

� Cash allows for further growth

� Short term loans swapped into
10y fix contracts

� Riskiness of assets rather low
given diversification

� Balance sheet total of EUR 
250-300m as of year-end

FRANCONOFURT BALANCE SHEET – VERY STRONG EQUITY BASE

1.5x76.950.910.4Equity after minorities

59.72.66.2Long term loans taken

0.4x4.813.02.3Receivables

2.4x37.615.71.7Cash

0.8x23.328.34.9Short term loans taken

1.5x99.267.210.5Group equity total

1.9x193.6104.222.2Total Liabilities

1.3x

2.3x

1.9x

% chg

34.3

101.8

193.6

H1 2007

* pre-liminary, subject to change, not audited

Real estate AfS

Real estate held as fin.assets

Total Assets

in million Euro          
(IFRS, EPRA standard)*

26.817.8

44.1-

104.222.2

20062005
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ATTRACTIVE DIVIDEND POLICY BY FRANCONOFURT

� High dividend is best signal to investors that cash earnings
are produced and not mark-up earnings under IFRS 40

� Franconofurt has established dividend track record

� FY 2005: EUR 0.17 dividend on 4m shares= EUR 0.7m pay-
out

� FY 2006: EUR 0.60 dividend on 6.6m shares=EUR 4m pay-
out

� FY 2007: EUR 0.80 dividend expected on 8.8m shares=EUR
7m pay-out

� Dividend is based on German HGB results = H1 EUR 4.2m

� Franconofurt has been cash profitable since stock exchange
listed
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CURRENT INVESTMENT VOLUMES IN REGIONS

� FranconoRheinMain AG current invested volume
at EUR 140m

� FranconoWest AG current invested volume
at EUR 50m

� FranconoOst AG current invested volume
at EUR 10m 

� FranconoResidence AG  invested volume
at EUR 32m 

� Total investment volume EUR 232m 

� Strong growth track record because the regional 
portfolios were initiated and are active since:  

FRM April 2006

FRW April 2007

FRO May 2007

FRM; 140

FRW; 50

FRR; 32

FRO; 10

0%

10%

20%

30%

40%
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90%

100%

2007 current

Portfolio Volume of Asset Holding 
Companies in EUR m as of 08/2007
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INVESTMENT DISCIPLINE KEY FOR HIGH QUALITY PORTFOLIO

Field trip to house

Checking the area

Validating 
__tenant structure
__rental levels

Categorizing accor-
ding to potential of 

1. Tenant 
privatization
2. Sale to investors
3. Rent optimization

Contact to 

__bank surveyor

__house mgt

__financing bank

Important to speak
to bank before
purchase is done

Negotiation of 
price: � 8 % is must
LTV target: 80 %

Closing the deal

Start of FRM 
optimization
process
by co-CEOs
of FRM

Step1: 
the offer

Step2: 
the facts

Step3: 
3rd party view

Final step : 
closing the deal

Our broker network 
supplies marketing
Documents

Initial figures are
given on object

Hard fact criteria
__Location
__Micro structure
__P+L of house
__Tenant structure

Our brokers are
urged to also
report houses
with rental yields
below 8 %

Full valuation: 
__DCF
__NAV
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CURRENT NUMBER OF HOUSES AND APARTMENTS

� Strong growth in since 2006

� Each house in a monthly
cash flow unit

� Very stable revenue base

� Regionally diversified

� Each house is handselected

� Quality: 3 stage acquisition
due diligence

1. FFM architects

2. Bank surveyor

3. Appraiser/JLL FRM
106

FRW
100

FRR
50

Q4
+ 100

FRO 21

c.380
houses

Q4 +1200

FRW 1050

FRM 1835

FRR 285

FRO 172

apartmentshouses
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NEW GROSS VOLUME POTENTIAL FOR FRM, FRR, FRW & FRO (in EURm) 

Francono Rhein-Main

EUR 1050/sqm

8 % net cold rent yield

c.EUR 7.70/sqm/m rental income

FranconoWest

EUR 800/sqm

8-9 % net cold rent yield

c.EUR 5.60/sqm/m rental income

FranconoEast
EUR 650/sqm

9-10 % net cold rent yield

c.EUR 4.50/sqm/m rental income

FranconoResidence
EUR 1650sqm
4-5 % net cold rent yield
c.EUR 9/sqm/m rental income

335

´07    ´08   ´09

250

335

420

100
125

150

15

50

100

15 20
25

120
140 145
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GROSS INVESTED VOLUMES IN EUR million – FRM + FRW + FRR + FRO

2009

2008

2007 310

545

1000 65

50

25
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FRW – EQUITY STORY 
RHEIN-RUHR 2nd LARGEST URBAN AGGLOMERATION IN EUROPE

Paris 
(Ile-de-France)

11,1 Mio.

London 
Urban Zone

11,6 Mio.

NRW 
( Rhein-Ruhr)   

11,5 Mio.

� SIZE

FRW invests in second largest
European Urban Agglomeration

� PRICE ADVANTAGE

Sqm prices at EUR 850 vs. EUR 
2000+ in major EU commuter
belts

� PRICE RISK

Price risk in FRW portfolio limited
since acquisition prices are lowest
in EU

� UPSIDE POTENTIAL

Upside potential stronger than in 
major EU hubs due to „missed“
price rally
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� Asset Company

Guido Dollhausen, co-CEO

Christiane Möller, co-CEO

Management

Team RheinAcquisition

RheinAcquisition GmbH

Christian König 

Drazen Propadalo

RheinConstruct GmbH

Heike Denfeld 

RheinProperty GmbH

� Acquisition � Technical Support � Property

Dirk Schubert 

FRANCONOWEST AG – FULLY INTEGRATED REAL ESTATE PLAYER
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FRANCONOWEST AG – PORTFOLIO PRODUCTION

EK

Bestand

EQUITY

� FranconoWest first „outside“ market

� Transferring FRM/FFM know-how
� Only local expertise
� Learn from experience of FRM

� FRW provides much larger market

� Stronger scale effects expected
� Volumes expected to be larger
� IPO in 2007 planned

� Major know-how transfer: 

� Experienced & big acquisition team
� Infrastructure set-up
� It´s about qualified, local people

G.Dollhausen CEO Ch. Möller CEO

MANAGEMENT
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NEW HIGH CALIBRE PERSONNEL ADDITIONS 

Alexander Heinz,
Speaker for the Management Board FranconoRheinMain

� Responsibility: IR/Communication & Operational 

Efficiency, Key Accounts,  to start Sept. 5th 2007

� Industrial background in process management

� Key objectives to increase revenue levels and 

exploit cost potentials in EUR 200m portfolio

Dr. Karsten von Köller,
Superviyory board member of FranconoWest

� 20-years experience in mortgage banking
� Former CEO of Eurohypo
� Currently Chairman of Lone Star and             
non-executive board member of WP Carey 
(US-Investor)
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SUMMARY OF FRANCONOFURT EQUITY STORY

� Dividend guidance confirmed, FFM delivers cash earnings

� Strong H1 results

� H2 to benefit overproportionally from sale of houses in Frankfurt

� Franconofurt is growth company and value company

� Growth : EUR 250m acquisition volume 2007, EUR 1bn until 2009e

� Value: Handselected houses & strong equity base

Equity EUR 77m = 8.8 Euro book value/share

Share price EUR 10, NAV per share c. EUR 12*  

� Sub-prime issue is operational advantage for FFM because

banks apply more stringent loan policies thus

smaller players/free riders with higher financing costs


