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e Magnat REOP KGaA acquires its asset manager in an all share, hon-cash
transaction

e Magnat will consolidate cash earnings to the tune of €3 — 5m annually

¢ Magnat to become asset manager for 3" parties

e Magnat converts into a joint stock company from KGaA structure

Magnat announced this morning to internalize its asset manager R-Quadrat. Through a contribution
in kind, Magnat will acquire all of R-Quadtrat against owns shares at a price of €3.44/Magnat share
(average share price of the past 90 days).

As the value of the R-Quadrat group has been determined at €29.6m by an independent auditor.
Magnat will issue 8.6m new shares, more than doubling its currently outstanding shares from 5.29m
to 13.89m. There will be no subscription rights, as it is a contribution in kind.

R-Quadrat shareholders will receive through this transaction a majority in Magnat and will hold 62%
of the new outstanding shares. Altira, which holds 22.5% in R-Quadrat, will become a direct 14%
shareholder in Magnat.

Magnat will hold an AGM on October 29", allowing its shareholders to decide on the measure.

R-Quadtrat will bring substantial cash fee income to the party: While the management fees, which
Magnat had to pay so far, will no longer be a cash drain for Magnat, it will receive asset
management fees for

- Squadra (equity capital €25.5m),

- RQCA Bond (€22.5m),

- RQCB Bond (€24.5m),

- RQCA Bond (€10m) and

- the new HYRD Bond (€100-300m).




In addition to the management fees, which are based on the nominal capital, R-Quadrat receives
performance fees. Most of the bonds expire between 2012 and 2014, providing Magnat with around
5 years of fee income. Currently, R-Quadtrat manages assets worth €500m, suggesting normalized
annual fee income in the range of €3 — 5m. Magnat plans to expand the asset management for 3
parties significantly.

Why this deal?

- Effectively, Magnat integrates all of its expertise under its own umbrella, as a benefit to its
shareholders. The integration allows Magnat to enter the attractive business field of asset
management for 3" parties, which it now can offer with a great sample of successful deals,
particularly in the CEE countries and in Germany.

- In addition, Magnat increases its cash earnings potential, as the transaction would be against
shares, while the cash flow from R-Quadrat would increase its cash earnings for about half of
this business year and contribute fully as of 2010/11.

- Magnat and R-Quadrta operate together for years, which will allow for a swift and effective
integration process.

Comment:
Major transaction for Magnat:

while the company has equity of €94.6m and an NAV of €16.30, its cash earnings were
insignificant. In fact, 2008/09 net earnings were negative to the tune of €6.5m. R-Quadrat, by
contrast, has little assets, but strong cash generation due to recurring fee income and high
performance fee income. R-Quadrat’s business includes the management of developments
of high margin homes in Austria and development projects in CEE countries, in addition to
activities in Germany.

The deal will immediately push Magnat into positive cash earnings from management fee
income.

Also, the transaction allows Magnat converting its KGaA structure into an AG structure,
which increases transparency.

We remain positive for Magnat and re-iterate our Buy recommendation. We will adjust our
target price (under review) on the back of further information provided. Based on the
transaction, the ‘new’ Magnat NAV would come in at €8.33/share, which would provide a fisrt
guideline for a target price.

However, as the business model now includes significant earnings contributions from 3
party asset management, a pure NAV based target price should no longer be applicable.
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