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I nitiating Coverage

Uy METROAG

Target price: EUR 30.50 Highly attractive for conservative investors

Company Analysis

'gdust“y: Consumer, ”Ogcy‘:”ca' m With its business segments Metro Cash & Carry, Re@dia-Saturn and
ountry: ermany . . . .
ISIN: DE0007257503 Galeria Kaufhof, Metro AG is today the third-largestailer and wholesaler
Bloomberg: MEO GR worldwide. In Europe, it is the leader of the camsu electronics market.
Reuters: MEOG.DE Redcoon, an online retailer of mainly consumertedeics, in which Metro
Website: www. metrogroup.de . ) )
bought a 90% stake in 2011 for c. €125m, is presenitO European
countries and has yearly sales of more than €430m.
Last Price: 22.90
orice 52 W 3;"22 l';"ﬁ m The retail and wholesale markets are charactetiged strong dependence
rice . . . . . . .y . .
Market Cap. (EURM) 7483.49 on the economic cycle and intensive competitiopeeslly by online shops
No. of shares (m) 326.79 and discounters such as Aldi in Europe and Famityad in the US. In
Avg. daily volume (m) 1.57

addition, the internet and corresponding smartplapmications have made
price comparisons very easy. For 2012, the resefmohGfK forecasts a
Shareholders growth of the retail market in Germany by c. 1%/ Foe e-commerce
segment, the Centre of Retail Research expects 3% rmany, +16.1%

Haniel / Schmidt-Ruthenbeck 50.01% i i
Beisheim 9.97% in Europe and +12.8% in the US.
Free float 40.02%
m Metro’s H1/12 results were weak in our view. Altlgburevenues increased
by 2% y-o0-y t0o€31.5bn, EBIT and net income went down significa
Performance

(-85.1% to €61m and -378.4% to €-103m respectivelphis was a
4 Weeks -6.52% consequence of weak consumer demand due to theegmvelebt crisis in

13 Weeks -1.13% Europe, intensive competition, lowering of pricesveell as investments in
26 Weeks -24.06%
52 Weeks -37.44% stores.
YTD -21.36%
m We initiate coverage of Metro AG with a 12-month&e target of €30.50
(70% DCF, 30% peer group) and a Buy rating. We meuend an
Dividend . . , . .
in EUR in % investment in the stock due to Metro’s strong foondast-growing regions
2008 1.18 5.15% CEE and Asia, growing share of high-margin onliates and own brands,
2009 118 5.15% low multiples valuation and a dividend yield of %7 Key risk factors
2010 1.35 5.90% . . o "
2011 135 500% remain however the European debt crisis and irfigngicompetition.
- EURbn 2008 2009 2010 2011  2012E 2013E
Net sales 67.96 65.53 67.26 66.70  67.37  69.05
EBITDA 3.34 3.08 3.59 3.43 2.33 3.09
EBIT 1.99 1.68 2.21 211 1.00 1.73
Netincome 0.40 0.38 0.85 0.63 0.15 0.47
EPS 1.23 1.17 2.60 1.93 0.46 1.43
BVPS 17.81 17.58 19.30 1947 1858  18.66
RoE 6.91%  6.63% 14.09%  9.96% 2.39% 7.66%
Dr. Norbert K alliwoda EBIT margin 2.92%  2.57% 3.29% 3.17% 1.48% 251%
Email: nk@kalliwoda.com P/E 18.66 19.54 8.80 11.86 50.25 16.07
Phone: +49 69 97 20 58 53 P/Tangible BVPS 4.04 4.25 3.34 3.23 3.73 3.68

www .kalliwoda.com EV/EBITDA 4.22 4.58 3.92 4.11 6.05 4.56
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1 Company profile
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Headquartered in Dusseldorf in Western GermanyrdAG is one of the largest retail and

wholesale companies in the world. The company, wkias founded in 1963 by the brothers
Ernst Schmidt and Wilhelm Schmidt-Ruthenbeck, ofesr®,209 stores in 33 countries in
Europe, Africa and Asia (as of 30 June 2012). K batablished a portfolio of sales brands,
which serve private and commercial customers: Mé@esh & Carry (self-service wholesaler),

Real (hypermarkets with food and non-food produdiég¢dia Markt (consumer electronics
stores), Saturn (consumer electronics stores), dded¢online retailer of mainly consumer

electronics), and Galeria Kaufhof (department spras of 30 June 2012, Metro employed in

total 248,333 people worldwide.

2 SWOT

Number 3 retailer/wholesaler worldwide and number
retailer of consumer electronics in Europe

Strong presence in Eastern Europe and Asia, vartieh
the most profitable, respectively fastest-growiegions
for Metro

Sales per sgm are showing a positive trend; tressores
to improve productivity have proven effective

Metro has already secured the refinancing of bevaish
EUR 1.1bn, which are due in 2012

Due to the acquisition of Redcoon online saleeeiased
from €54m in H1/11 to €328m (1% of total sales)
Dividend yield of 5.7%

Metro is being controlled by the Haniel and Scltmid
Ruthebeck families

- Expansion in fast-growing countries in Easternopar
Asia and Africa

Further cost savings and efficiency improvements
(reduction of personnel costs, lower CAPEX etc.)
Better consumer sentiment from 2013

Potential value of Metro's property portfolio

Potential sale of Galeria Kaufhof stores and speci
dividend therefrom

Higher share of high-margin own brands (H1/12E:29%)
Much lower restructuring expenses from 2012 (@lgst
three years more than EUR 800m)

Further growth of Cash & Carry segment due to the
delivery service, which was launched in 2009 (ih12D
grew by c. 50% y-0-y)

Redcoon, which Metro acquired in 2011, should keelp
increase share of high-margin online businessédurth

Strengths Weaknesses

- Current ratio remains below 1x
- Netiggarvas 112.3% at the end of June 2012
- Dispute with founder of Media-Saturn Erich Edials
over blocking minority (Metro holds 75% oé thhares,
Kellerhals 22%)
- Low EBITDA margins compared to most peers
- Vdate move into online business
- High price transparency of the internet higrgins
- Real has so faraaxrhed its target EBIT margin of
2-3%; in 2011 it had 1.2%

- piesseveral bidders, Metro's management did rot g
Galeria Kaufhof, which could have reduced its debt
significantly

- Goodwill amounted to 68.1% of equity as of 30/06/2

- Economic slowdown due to debt crisis in Europe
- Risks associated with exchange rate fluctuations
ighldompetitive pressure from discounters and enlin
psho
- Loss of kepleyees
- Lidity risks
- Potential negative impact on Metro's shareepitiom
a sale of shares by Haniel, which face liquiditylygms
- Potential negative impact on Metro's imagaenffood
scandals

[¢]
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3 Valuation

In order to account for current market valuations, have valued Metro by using a weighted
average of our DCF model (70%) and peer group (3@a)y 12-months price target for the
stock equals €30.50, which implies an upside 02%3at current level.

Company Analysis

DCF model
in EURbn 2012E 2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E
Net sales 67.37 69.05 70.71 72.41 74.07 75.70 77.29 78.92 80.49
(y-o-y change) 1.0% 2.5% 2.4% 2.4% 2.3% 2.2% 2.1% 2.1% 2.0%
Operating profit 1.00 1.73 2.33 2.46 2.52 2.46 2.51 2.49 2.58
(operating margin) 1.5% 2.5% 3.3% 3.4% 3.4% 3.3% 3.3% 3.2% 3.2%
NOPLAT 0.50 0.87 1.17 1.24 1.26 1.24 1.26 1.25 1.29
+ Depreciation & amortisation 1.33 1.36 1.40 1.43 1.46 1.49 1.52 1.56 1.59
= Net operating cash flow 1.83 2.23 2.57 2.66 2.73 2.73 2.79 2.81 2.88
- Total investments (Capex and WC) -1.59 -1.61 -1.65 -1.69 -1.73 -1.75 -1.79 -1.82 -1.86
Capital expenditure -1.59 -1.66 -1.70 -1.73 -1.76 -1.79 -1.83 -1.86 -1.89
Working capital 0.01 0.05 0.04 0.04 0.04 0.05 0.04 0.04 0.03
= Free cash flow (FCF) 0.24 0.62 0.91 0.98 1.00 0.98 1.00 0.99 1.02
PV of FCF's 0.24 0.56 0.77 0.76 0.72 0.66 0.62 0.58 0.55
|
PV of FCFs in explicit period 5.46
PV of FCFs in terminal period 10.28
Enterprise value (EV) 15.73
+ Net cash / - net debt -6.61
- Minorities -0.03
Shareholder value 9.10
Number of shares outstanding (bn) 0.33
Terminal EBIT margin
0.2% _ 1.2% _2.2% _ 3.2% _ 4.2% _5.2% _ 6.2%
Cost of equity 9.6% 3.6%| -26.49 36.41 99.31 162.22  225.12 288.02 350.93
Pre-tax cost of debt 6.0% 4.6%)| -16.18 19.56 55.29 91.02 126.75 162.48 198.21
Normal tax rate 49.8% 3] 5.6%| -12.14 11.69 35.53 59.36 83.19 107.02 130.85
After-tax cost of debt 3.0% g 6.6% -10.24 6.99 24.23 41.46 58.69 75.93 93.16
Share of equity 70.0% 3 7.6%| -9.31 3.78 16.87 29.96 43.05 56.14 69.22
Share of debt 30.0% 8.6%  -8.88 1.39 11.67 21.95 32.22 42.50 52.77
Fair value per share in EUR (today) . 9.6%, -8.74 -0.48 7.78 16.05 24.31 32.57 40.83

Fair value per share in EUR (in 12 months)

Source: Dr. Kalliwoda Research GmbH

Peer Group Analysis

Our peer group comprises seven listed retailerswarmalesalers from France, UK, Poland, the
Netherlands and the US:

(1) Carrefour SA: Carrefour SA, which is based in Boulogne-Billanton France, operates a
network of hypermarkets, supermarkets, maxi dista@iares, convenience stores and
cash-and-carry outlets under the following branthest Carrefour, Carrefour Express,
Carrefour Market, Champion GS, GB, Dia, Ed and ghieco. It also offers e-commerce
services. Carrefour owns numerous wholly-owned@artially-owned subsidiaries mainly
in Europe, but also in Asia and the Americas. stdi-year 2011, the company generated
revenues of EUR 82.8bn.
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(2) Tesco PLC: Tesco, which is headquartered in Cheshunt/UK,aipsra chain of retail and
wholesale stores in Europe, North America and Aaildh c. 5,400 outlets, it is the fourth
largest retailer worldwide after Wal-Mart, Carref@nd Metro. In fiscal-year 2011/12, the
company reported total sales of GBP 60.9bn.

(3) Ahold NV: Koninklijke Ahold NV is a Dutch retail group, whicthrough subsidiaries
operates supermarkets, wine and liquor stores, ezoence stores, online daily needs
ordering and delivery platforms, drugstores andplagies. Its brands include Albert Hein
in the Netherlands and Belgium; Etos, Gall & Galhd albertn.nl in the Netherlands;
Albert / Hypernova in the Czech Republic and Sleaaksiant Carlisle, Giant Lanover,
Stop & Shop New England, Stop & Shop New York Meisowell as the online business
The Peapod. The company also holds a 60% intaneBTA AB (Sweden) and a 49%
interest in JMR - Gestao de Empesas de Retalo, S2P@ortugal). In fiscal-year 2011,
Ahold generated total revenues of EUR 30.3bn.

Company Analysis

(4) Eurocash SA.: Eurocash S.A., which is based in Komorniki/Polaisda leading Polish
distributor of food products, household chemicalgohol, and tobacco products (fast
moving consumer goods - FMCG). The company openateker the following brands:
Eurocash Cash & Carry - a national network of distacash & carry type warehouses;
Delikatesy Centrum - a franchise chain of retabdre$ operating under the brands
"Delikatesy Centrum” and “System Franczyzowy IGATradis Distribution Group —
active distribution and franchise systems, which2bill was acquired from Emperia
Holding S.A.; Eurocash Dystrybucja and Eurocashtt@asemia - supply restaurant chains,
hotels, and petrol stations; KDWT - active disttibn of tobacco products and fast
moving consumer goods; Premium Distributors - whale and retail distribution of
alcoholic beverages. In fiscal-year 2011, Eurocagh had total sales of PLN 10bn.

(5 Wal-Mart Sores Inc.: Wal-Mart, which is based in Bentonville/Arkansas,tihe global
leader of the retail market. The company was fodnidke1962 and is today the largest
retail chain in the US. It is also present in 2iieign markets including Canada, Mexico,
Japan, China, the UK and South Africa. With c. 2@mployees and 2011 sales of USD
447bn, Wal-Mart is also the largest company worttewi

(6) Best Buy Co. Inc.. Best Buy, which is headquartered in Richfield/Miso&, is a
multinational retailer of consumer electronics, eoiting and mobile phone products,
entertainment products, appliances and relatedcestvThe company, which was founded
in 1966, operates retail stores and call centerd,canducts online retail operations under
a range of brand names, such as Best Buy (Best®uy.BestBuy.ca), Best Buy Mobile
(BestBuyMobile.com), The Carphone Warehouse (CarpWarehouse.com), Five Star,
Future Shop (FutureShop.ca), Geek Squad, MagnaldicAVideo, Pacific Sales and The
Phone House (PhoneHouse.com). In fiscal-year 2@1 Bést Buy generated revenues of
USD 50.7bn.
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(7) Target Corp.: Target, which is based in Minneapolis/Minnesotaths second-largest
retailer in the US. Apart from the US, it is alsegent in Canada through Zellers. As of
January 2012, the company had 1,763 stores in $iandl 189 in Canada. In fiscal-year
2011/12, Target generated sales of USD 69.9bn.

Company Analysis

EV/Sales EV/EBITDA EV/EBIT P/E EBITDA margin Net gearing P/BVPS
Company 2012E 2013E 2012E 2013E 2012E 2013E 2012E 2013E Latest Latest Latest
Carrefour S.A. (EUR) 0.15 0.15 3.23 3.10 5.92 5.60 10.97 10.13 1.52% 119.71% 0.65
Tesco PLC (GBP) 0.50 0.48 6.45 6.03 9.16 8.53 9.41 8.68 8.50% 46.28% 1.44
Ahold NV (EUR) 0.37 0.35 5.29 4.98 8.35 7.88 9.90 9.25 6.83% 30.31% 1.94
Eurocash S.A. (PLN) 0.40 0.37 13.89 11.75 17.70 14.61 22.94 17.54 1.61% 227.29% 9.63
Wal-Mart Stores Inc. (USD) 0.64 0.61 8.37 7.95 10.93 10.42 15.22 13.97 7.51% 75.31% 3.66
Best Buy Co. Inc. (USD) 0.15 0.15 2.57 2.62 3.75 3.94 5.02 4.89 5.39% 34.75% 1.68
Target Corp (USD) 0.78 0.74 7.65 7.27 10.88 10.24 14.09 12.51 10.75% 105.75% 2.53
Median 0.40 0.37 6.45 6.03 9.16 8.53 10.97 10.13 6.83% 75.31% 1.94
Metro Group AG (EUR) 0.23 0.23 4.54 4.35 7.34 6.94 11.63 10.68 1.96% 130.33% 1.17
Premium/Discount -41.87% -38.36% -29.57% -27.89% -19.85% -18.61% 6.03% 5.48%

Fair value Metro Group (EUR) 38.48

Source: Dr. Kalliwoda Research GmbH, Thomson Releowledge

According to our peer group, Metro currently trades: significant discount to its peers. In our
view, this could be partly explained by the comparbelow-median profitability, its high net
gearing and the ongoing legal dispute with the émurof Media-Saturn. The peer-group-based
fair value of Metro amounts to €38.48.
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4 H1/12 financial results and outlook

Revenues

In H1/12, Metro generated total sales of €31.50bmiclvwere 2% higher y-o0-y despite shorter
Easter business and less trading days (in cortva®d11 first week of Easter was in Q1). In
our view, it is particularly positive that sales gggm remained flat or increased y-o0-y in most
segments. Thus, management’s measures to improdegiivity are showing effects.

Company Analysis

Between January and June 2012, sales growth wasndespecially by the largest segment
Metro Cash & Carry (2.8% y-0-y to €15.2bn). Thersegt continued to benefit from (1) the
delivery service, which was introduced in 2009 amateased sales by over 40% to €1.1bn and
(2) dynamic growth in Asia/Africa (+25.8% y-0-y)n Ithe second-largest segment Media-
Saturn, which in H1/12 accounted for 30.2% of tai@es, revenues only grew by 2.3% y-0-y
to €5bn, which however was caused by the sale aidd8aturn France in H1/11. Online sales
of consumer electronics increased sharply from €6¥hi1/11 to €328m due to the acquisition
of the online retailer Redcoon.

In terms of geographic split, most of the growthswgenerated in Eastern Europe and
Asia/Africa, where revenues advanced by 2.5% afdd &&pectively y-o-y. In Western Europe
(excl. Germany) sales decreased by 1.7% due toedbhative impact of the sovereign debt crisis
on consumer spending.

H1/12 resultsvs. previous year

H1/12 vs
in EURbn H1 2012 H1 2011 H1/11
Net sales 31.49 30.87 2.0%
EBITDA 0.88 1.06 -17.1%
EBITDA margin 2.8% 3.4%

EBIT 0.06 0.41 -85.1%
EBIT margin 0.2% 1.3%
Netincome -0.10 0.04| -378.4%
Net margin -0.3% 0.1%

Source: Company data, Dr. Kalliwoda Research GmbH
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Sales split H1/12 vs. previous year

o

.. in EURbn H12012  H12011
T'E Metro Cash & Carry 15.24 14.82
e (% of net sales) 48.4% 48.0%
e Sales/sqm (EURm) 2.74 2.74
% EBIT margin 1.4% 2.0%
= Real 5.33 5.32
- (% of net sales) 16.9% 17.2%
) Sales/sqm (EURm) 1.75 1.73
EBIT margin -0.1% -0.2%
Media-Saturn 9.52 9.31
(% of net sales) 30.2% 30.1%
Sales/sqm (EURm) 3.26 3.38
EBIT margin -0.8% 0.2%
Galeria Kaufhof 1.39 1.40
(% of net sales) 4.4% 4.5%
Sales/sqm (EURm) 0.97 0.95
EBIT margin -1.7% -2.2%
Others 0.02 0.03
(% of net sales) 0.1% 0.1%
Total net sales 31.49 30.87

Source: Company data, Dr. Kalliwoda Research GmbH

Profitability
Sharein salesH1/12 vs. H1/11

84.00%

77.15% 77.04%

72.00%

60.00%

48.00%

36.00%

24.00%

19.62% 19.17%

12.00%

2.59% 2.45% 2.58% 2.09%

0.20%  0.08%
0.00%

CoGS (excl. D&A)  Selling expenses Administrative Depreciaton & Other operating
expenses amortisation expenses
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Source: Company data, Dr. Kalliwoda Research GmbH
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Despite higher sales y-o0-y, Metro’s EBIT and nebime decreased compared to H1/11. EBIT
went down from €410m in H1/11 to €61m and net inedrom €37m to €-103m respectively.
The reasons were a difficult economic environmesfecially in Southern Europe, business
expansion and investments into existing storesrderoto improve customer value. In some
countries such as the Czech Republic and Hungdeg seere also negatively impacted by
VAT increases, which the respective governmentd tsémprove their budgetary situation.

The share of CoGS increased compared to H1/11,hwhiour view shows the competitive
environment, in which Metro operates. However, matster expenses could be reduced as
percentage of sales, resulting from efficiency iovements.

Company Analysis

Balance Sheet and Cash Flow

As of 30 June 2012, the most important position$/etro’s balance sheet were tangible assets
(€12.2bn) and trade payables (€10.2bn) from thepemyis suppliers. Tangible assets mainly

comprise land, property and corresponding equipnagat machines, which are owned by

Metro.

At the end of June 2012, Metro’s financial debt anted to €11bn and comprised short-term
borrowings of €3.2bn, long-term borrowings of €8s well as pension provisions of €1bn.
With cash and financial assets of €4.4bn, the coyipanet debt totalled €6.6bn. The net
gearing amounted to 112.3%.

In H1/12, Metro generated an operating cash flo€-@9bn (H1/11: €-3.3bn), which despite
lower net income improved y-0-y. The reasons weveel investments into working capital,
which went down from €3.6bn to €3bn due to improvweeentory and supplier management.
The cash flow from investing increased from €-41fan€-453m, while the cash inflow from
financing went up from €582m in H1/11 to €1.8bnths company already re-financed all
bonds, which are due in 2012. In total, cash andvetents at the end of June 2012 went down
by €1.6bn compared to the previous year.

Outlook

Due to the negative impact of the sovereign dabiscon the economy and consumer spending
we remain cautious when it comes to the short-tpraspects for Metro’s business. With a
share of 30.4% in H1/12, Western Europe is Metsesond most important market after
Germany and the company is active in all the ceemt{Spain, Greece, Portugal, Italy), which
have patrticularly serious problems with high indelss. As we do not see reasons why H2
should be much better than the first half of therent fiscal year, our 2012 forecasts are lower
than the company’s guidance (positive sales gro@iT of €2.4bn).
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From next year, we expect that Metro will be abbe benefit from a better economic
environment and recovering consumer demand irisakdys markets. In addition, it should be
able to report higher margins due to a lower casebimprovements in productivity as well as
a higher share of online sales and own brands26b8 and 2014, we forecast a sales growth
of 2.5% and 2.4% y-0-y respectively with an EBITrgia of 2.5%-3.3%. Despite the ongoing
business expansion, especially in fast-growing étasEurope and Asia, we believe that the
yearly CAPEX will remain between €1.6bn and €1.8bthe next years.

In order to focus on most promising business aaedsreduce its significant net debt of €6.6bn,
we expect that Metro will conduct disinvestmentshia coming years. In our view, this will be
own property, but we also expect that the compaitiyagain try to sell its Galeria Kaufhof
department stores, which were its least profitaeigment in H1/12. Also, management could
in our view decide to sell the Real stores (attl@assermany), which have failed to reach the
target EBIT margin of 2-3% and had lowest profili&pin 2011 and 2010.

Although we think that Metro constitutes an attirsecinvestment opportunity at current level —
the stock currently trades at historic lows anddadsvidend yield of 5.7% — we see significant
risks, namely (1) the debt crisis, which in ourwiwill not be solved quickly (2) the highly

competitive retail segment, which will keep Metra@perating margins only between 3% and
3.5% in the future and (3) the ongoing dispute leetwMetro and the founder of Media-Saturn
Erich Kellerhals, which in the worst-case scenaonald even lead to a deconsolidation of the

subsidiary.

Our forecasts 2012E-2014E

in EURbn 2012E 2013E 2014E

Net sales 67.37 69.05 70.71
EBITDA 2.33 3.09 3.73
EBITDA margin 3.5% 4.5% 5.3%
EBIT 1.00 1.73 2.33
EBIT margin 1.5% 2.5% 3.3%
Netincome 0.15 0.47 0.73
Net margin 0.2% 0.7% 1.0%

Source: Dr. Kalliwoda Research GmbH

Dr. Kalliwoda Research GmbH | Primary Research



Company Analysis

o
——]
el
=
7]
a4
'_..n
o)
=
:""l
e
- p—
—
p—
=
L]

in EURbn 2012E 2013E 2014E
Metro Cash & Carry 31.60 32.46 33.30
(% of net sales) 46.9% 47.0% 47.1%
Real 11.33 11.60 11.86
(% of net sales) 16.8% 16.8% 16.8%
Media-Saturn 20.68 21.16 21.64
(% of net sales) 30.7% 30.7% 30.6%
Galeria Kaufhof 3.45 3.50 3.55
(% of net sales) 51% 5.1% 5.0%
Others 0.31 0.33 0.35
(% of net sales) 0.5% 0.5% 0.5%
Total net sales 67.37 69.05 70.71
Germany 26.06 26.64 27.21
(% of net sales) 38.7% 38.6% 38.5%
Western Europe 20.21 20.61 21.00
(% of net sales) 30.0% 29.9% 29.7%
Eastern Europe 17.38 17.95 18.53
(% of net sales) 25.8% 26.0% 26.2%
Asia/Africa 3.72 3.85 3.98
(% of net sales) 5.5% 5.6% 5.6%

Source: Dr. Kalliwoda Research GmbH

5 Business description
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Sales split according to segments and regions 2012E-2014E

Metro AG, which is based in Disseldorf, is thedHargest retailer and wholesaler worldwide,
after US-based Wal-Mart Stores Inc. and French éf@auir SA. The company, which was
founded in 1963, operates in 33 countries in Eurédya and Africa. At the end of March
2012, Metro had 2,202 stores with a total sellipgce of 13m square metres. As of 31 March,
it employed more than 248k people worldwide.

Below is a description of Metro’s business unitafats:

Metro Cash & Carry is the world’s leading player in the cash & caregtor. Its brands Metro
and Makro operate in 33 countries throughout Eurésta and Africa. The wholesale stores
offer specific products and services for commerci@nts such as hotels, restaurants, catering
firms, independent retailers, service providers uolic authorities.

Real is a leader in the hypermarkets sector in Germényg. also present in Poland, Russia,
Romania, Turkey and the Ukraine. Real operatesostaly stores as well as an online store,

which sell both fresh food and non-food products.

Dr. Kalliwoda Research GmbH | Primary Research
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Media Markt/Saturn/Redcoon is the market leader of the consumer electronicgnsat in
Europe. Media Markt and Saturn stores exist indifhtries, whereas Redcoon, the online store
which was bought by Metro in 2011, is currentlyiaein 10 countries.

Galeria Kaufhof is a leading chain of department stores in Gernaarty Belgium, where it is
present under the name Galeria Inno. It also opgi@t online store.

Metro Propertiesis Metro’s real estate company. It currently owB3 @etail properties as well
as 153 trade-related real estate assets, whose valucreases through active portfolio
management. Its activities include planning newestodevelopment and construction of retail
properties as well as energy management on behislétwo’s stores.

Sales split according to segments and regions 2009-2011

in EURbn 2011 2010 2009
Metro Cash & Carry 31.16 31.10 30.61
(% of net sales) 46.7% 46.2% 46.7%
Sales/sqm (EURm) 5.65 581 5.79
EBIT margin 3.6% 3.5% 2.6%
Real 11.23 11.50 11.30
(% of net sales) 16.8% 17.1% 17.2%
Sales/sqm (EURm) 3.64 3.70 3.55
EBIT margin 0.8% 0.9% 0.3%
Media-Saturn 20.60 20.79 19.69
(% of net sales) 30.9% 30.9% 30.1%
Sales/sqm (EURm) 7.15 7.35 7.48
EBIT margin 2.4% 2.4% 3.1%
Galeria Kaufhof 3.45 3.58 3.54
(% of net sales) 5.2% 5.3% 5.4%
Sales/sqm (EURm) 2.34 2.42 2.36
EBIT margin 2.7% 3.9% 1.7%
Others 0.26 0.29 0.39
(% of net sales) 0.4% 0.4% 0.6%
Total net sales 66.70 67.26 65.53
Germany 25.87 26.13 26.51
(% of net sales) 38.8% 38.9% 40.5%
Western Europe 20.86 21.53 20.93
(% of net sales) 31.3% 32.0% 31.9%
Eastern Europe 16.95 16.88 15.77
(% of net sales) 25.4% 25.1% 24.1%
Asia/Africa 3.03 2.72 2.32
(% of net sales) 4.5% 4.0% 3.5%

Source: Company data, Dr. Kalliwoda Research GmbH
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6 Profit and loss statements

|
+ =
-."'r_;__‘ Profit and loss statement - METRO AG
—_—
m Fiscal year
=
--'_': Figures in EURbn 2008 2009 2010 2011 2012E 2013E
. Revenue split
— Metro Cash & Carry 33.14 30.61 31.10 31.16 31.60 32.46
m Real 11.64 11.30 11.50 11.23 11.33 11.60
EL' Media Markt & Saturn 18.99 19.69 20.79 20.60 20.68 21.16
E Galeria Kaufhof 3.61 3.54 3.58 345 345 3.50
r "": Others 0.58 0.39 0.29 0.26 0.31 0.33
- Total reveues 67.96 65.53 67.26 66.70 67.37 69.05
CoGS (less D&A expenses) -52.29 -50.27 -51.49 -51.38 -51.87 -53.10
Gross profit 15.66 15.26 15.77 15.32 15.49 15.95
Other operating income 1.40 131 1.63 1.69 1.72 1.76
Selling expenses -12.22 -11.85 -12.17 -11.93 -13.14 -12.60
Administration costs -1.43 -1.59 -1.59 -1.59 -1.60 -1.64
Depreciation & Amortization -1.35 -1.40 -1.38 -1.32 -1.33 -1.36
Other operating expenses -0.08 -0.05 -0.05 -0.06 -0.15 -0.37
EBIT 1.99 1.68 221 211 1.00 173
Net financial result -0.57 -0.63 -0.58 -0.64 -0.65 -0.64
Income before income taxes and minority intereq 1.41 1.05 1.63 1.47 0.35 1.09
Income taxes -0.42 -0.53 -0.69 -0.73 -0.17 -0.54
Result from discontinued operations -0.43 0.00 0.00 0.00 0.00 0.00
Minority interests -0.16 -0.14 -0.09 -0.11 -0.03 -0.08
Netincome/loss 0.40 0.38 0.85 0.63 0.15 0.47
EPS 1.23 1.17 2.60 193 0.46 143
DPS 1.18 1.18 1.35 135 1.35 135
Change y-0-y
Total reveues na -3.57% 2.64% -0.83% 1.00% 2.50%
CoGS (less D&A expenses) na -3.87% 2.42% -0.20% 0.95% 2.37%
Gross profit na -2.55% 3.35% -2.88% 1.15% 2.95%
Other operating income na -6.58% 24.48% 3.87% 2.00% 2.00%
Selling expenses na -3.00% 2.69% -2.01% 10.14% -4.07%
Administration costs na 11.43% -0.25% 0.13% 1.00% 2.50%
Depreciation & Amortization na 3.25% -1.15% -4.64% 1.00% 2.50%
Other operating expenses na -36.84% 6.25% 25.49% 136.37% 146.07%
EBIT na -15.31% 31.53% -4.43% -52.75% 73.25%
Net financial result na 9.93% -7.92% 10.15% 1.56% -1.54%
Income before income taxes and minority interests na -25.58% 55.24% -9.63% -76.35% 212.79%
Income taxes na 25.24% 30.70% 5.48% -76.30% 212.79%
Result from discontinued operations na -100.00% na na na na
Minority interests na -13.38% -36.76% 27.91% -76.35% 212.79%
Netincome /loss na -4.49% 121.93% -25.76% -76.40% 212.79%
EPS na -4.88% 122.22% -25.77% -76.39% 212.79%
DPS na 0.00% 14.41% 0.00% 0.00% 0.00%
Share in total revenues
Total reveues 100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %
CoGS (less D&A expenses) -76.95 % -76.71 % -76.55 % -77.04 % -77.00 % -76.90 %
Gross profit 23.05 % 23.29% 23.45% 22.96 % 23.00 % 23.10 %
Other operating income 2.06 % 1.99 % 242 % 253% 2.56 % 2.55%
Selling expenses -17.98 % -18.09 % -18.10 % -17.88 % -19.50 % -18.25 %
Administration costs -210% 242 % -2.36 % -2.38% -2.38% -2.38%
Depreciation & Amortization -1.99 % -213% -2.05% -1.97 % -1.97 % -1.97%
Other operating expenses -011 % -0.07 % -0.08 % -0.10 % -0.22 % -0.54 %
EBIT 292 % 257 % 3.29% 317 % 1.48 % 251 %
Net financial result -0.84 % -0.96 % -0.86 % -0.96 % -0.96 % -0.93 %
Income before income taxes and minority interests 2.08 % 1.60 % 242 % 221% 0.52 % 1.58 %
Income taxes -0.62 % -0.81% -1.03 % -1.10% -0.26 % -0.79 %
Result from discontinued operations -0.63 % 0.00 % 0.00 % 0.00 % 0.00 % 0.00 %
Minority interests -0.23 % -021% -0.13 % -0.16 % -0.04 % -0.12%
Netincome /loss 0.59 % 0.58 % 1.26 % 0.95 % 0.22% 0.67 %

Dr. Kalliwoda | Research © 2012
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7 Balance sheets

Balance sheet - METRO AG

73]
=
¥ ]
= Fiscal year
<
. Figures in EURbn 2008 2009 2010 2011 2012E 2013E
=
o Assets
o
E
= Cash and cash equivalents 3.87 4.00 4.80 3.36 4.78 4.64
r "‘: Inventories 7.00 711 7.46 761 7.65 7.83
= Trade accounts and notes receivables 0.45 0.54 0.53 0.55 0.56 0.57
Financial assets 0.01 0.04 0.00 0.12 0.12 0.12
Other receivables 3.44 3.40 3.14 331 3.35 3.43
Assets held for sale 0.23 0.12 0.23 0.22 0.00 0.00
Current assets 15.00 15.20 16.16 15.17 16.46 16.60
Property, plant and equipment 12.52 12.24 12.48 12.66 13.11 13.39
Other intangible assets 0.55 0.50 0.44 0.45 0.46 0.47
Goodwill 3.96 3.99 4.06 4.05 4.06 4.06
Investment properties 0.13 0.13 0.24 0.21 0.22 0.23
Financial assets 0.14 0.11 0.25 0.08 0.00 0.00
Other receivables and assets 0.45 0.46 0.44 0.47 0.47 0.49
Deferred tax assets 1.05 1.03 1.00 0.90 0.86 0.72
Non-current assets 18.81 18.46 18.91 18.82 19.19 19.36
Total assets 33.81 33.67 35.07 33.99 35.64 35.96
Liabilities
Trade payables 13.84 14.05 14.39 14.27 14.33 14.60
Provisions 0.52 0.56 0.53 0.53 0.54 0.55
Financial liabilities 3.45 1.49 1.75 1.61 2.40 2.30
Other liabilities 2.16 2.20 2.46 2.50 2.52 2.59
Income tax liabilities 0.27 0.27 0.29 0.39 0.40 041
Liabilities related to assets-held-for-sales 0.15 0.00 0.19 0.00 0.00 0.00
Current liabilities 20.38 18.57 19.62 19.30 20.19 20.44
Provisions for pensions and similar commitments 0.96 0.98 1.02 1.03 1.04 1.06
Other provisions 0.53 0.50 0.47 0.48 0.48 0.49
Financial liabilities 5.03 6.74 6.53 5.84 7.00 6.90
Other liabilities 0.62 0.67 0.76 0.76 0.76 0.78
Deferred tax liabilities 0.22 0.22 0.21 0.16 0.00 0.00
Long-term liabilities 7.37 9.11 8.99 8.25 9.28 9.24
Total liabilities 27.75 27.68 28.61 27.55 29.47 29.68
Shareholders equity 5.81 5.75 6.31 6.36 6.07 6.10
Minority interests 0.25 0.24 0.15 0.07 0.10 0.18
Total equity and liabilities 33.81 33.67 35.07 33.99 35.64 35.96

Dr. Kalliwoda | Research © 2012
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8 Cash flow statements

e
W
E Fiscal year
=
-_-;:.1 Figures in EURbN 2008 2009 2010 2011 2012E 2013E
=
E_' Netincome 0.40 0.38 0.85 0.63 0.15 0.47
= Depreciation 135 1.40 1.38 1.32 1.33 1.36
"E: Change of working capital 0.29 0.13 -0.28 -0.18 0.01 0.05
Others 0.60 0.64 0.56 0.38 -0.11 0.15
Net operating cash flow 2.65 2.55 251 2.15 1.38 2.03
Cash flow from investing -1.74 -1.16 -0.96 -1.13 -1.81 -1 .66
Free cash flow 0.91 1.39 1.55 1.01 -0.44 0.37
Cash flow from financing -0.40 -1.27 -0.73 -2.44 1.87 -2. 87
Change in cash 0.43 0.12 0.80 -1.45 1.44 -2.51
Cash, start of the year 3.44 3.87 4.00 4.80 3.35 7.15
Cash, end of the year 3.87 4.00 4.80 3.35 4.78 4.64
Dr. Kalliwoda | Research © 2012
9 Financial ratios
Fiscal year 2008 2009 2010 2011 2012E 2013E 2014E 2015E
Gross margin 23.05% 23.29% 23.45% 22.96% 23.00% 23.10% 23.20% 23.30%
EBITDA margin 4.91% 4.70%  5.34% 5.14% 3.45% 4.48% 5.27%  5.37%
EBIT margin 2.92%  2.57%  3.29% 3.17% 1.48% 2.51% 3.30%  3.40%
Net margin 0.59%  0.58% 1.26% 0.95% 0.22%  0.67% 1.03%  1.08%
Return on equity (ROE) 6.91%  6.63% 14.09% 9.96% 2.39% 7.66% 11.63% 11.97%
Return on assets (ROA) 2.88% 3.01% 4.16% 3.68% 2.29%  3.09% 3.75%  3.83%
Return on capital employed (ROCE) 10.34%  5.50%  8.22% 7.24% 3.24% 5.60% 7.37%  7.58%
Net debt (in EURbn) 5.56 5.18 4.50 5.00 5.53 5.50 4.57 4.34
Net gearing 95.76% 89.99% 71.29% 78.49% 91.16% 90.17% 71.63% 64.76%
Equity ratio 17.17% 17.09% 17.99% 18.72% 17.03% 16.95% 17.46% 18.00%
Current ratio 0.74 0.82 0.82 0.79 0.82 0.81 0.85 0.86
Quick ratio 0.21 0.25 0.27 0.21 0.27 0.26 0.29 0.30
Net interest cover 3.46 2.66 3.81 3.30 1.54 2.70 3.67 3.91
Net debt/EBITDA 1.67 1.68 1.25 1.46 2.38 1.78 1.23 1.12
Tangible BVPS 5.67 5.38 6.86 7.09 6.15 6.22 7.11 8.07
._; Capex/Sales na -1.66% -2.58% -2.20% -2.69% -2.41% -2.40% -2.39%
“é Working capital/Sales -7.25% -7.63% -8.29% -7.82% -7.75% -7.64% -7.52% -7.40%
ﬁ EV/Sales 0.21 0.22 0.21 0.21 0.21 0.20 0.20 0.19
- EV/EBITDA 4.22 4.58 3.92 4.11 6.05 4.56 3.78 3.62
- EV/EBIT 7.10 8.38 6.37 6.67 14.11 8.15 6.04 5.72
g P/Tangible BVPS 4.04 4.25 3.34 3.23 3.73 3.68 3.22 2.84
= P/E 18.66 19.54 8.80 11.86 50.25 16.07 10.31 9.56
= P/FCF 8.21 5.38 4.82 7.39 -17.20 20.42 6.23 13.93

Source: Company data, Dr. Kalliwoda Research GmbH
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Sales split 2011

Galeria
Kaufhof
5%

MetroCash &
Carry
47%
Media Markt &
Saturn
31%

Real
17%

. —— EBIT margin
Margin trends

Net margin

—Returnon Assets

N\

AN

EURbA Revenues - yoy growth %
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72.00 2.00
l 1.00
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2009 2010 2011 2012E 2013E 2014E  2015E
Return development (%)
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450 175
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Currentratio
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1.25 450
1.00 3.75
— 3.00
0.75 —_— ——
2.25
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2008 2009 2010 2011 2012E 2013E 2014E

Source: Company data, Dr. Kalliwoda Research GmbH

2008 2009 2010 2011  2012E 2013E  2014E

CAPEX(EURDN)

2008 2009 2010 2011 2012E  2013E  2014E

P/Tangible BVPS

—

~—

—

2008 2009 2010 2011 2012E 2013E 2014E

Dr. Kalliwoda Research GmbH | Primary Research



1S

]

Company Anal

]
e
T
=
m
@
:J'J
aZ
=
:'"'1
b
4 p—
—
o
=)
|

Metro AG | Initiating Coverage | August 2012

DR I(ALLIWOD A Rusterstrale 4a
: 60325 Frankfurt
RESEARCH GmbH Tel.: 069-97 20 58 53
www.kalliwoda.com
Primary ResearciFair Value Analysis| International Roadshows
Head: CEFA-Analyst; University of Sectors: IT, Software, Electricals &
Dr. Norbert Kalliwoda Frankfurt/Main; PhD in Economics} Electronics, Mechanical
E-Mail: nk@kalliwoda.com Dipl.-Kfm. Engineering, Logistics, Laser,
Technology, Raw Materials
Dr. Peter Arendar sKki Senior-Analyst, Msc & Ph.D in Sectors: Technology,Raw Materials,
E-Mail: pa@kalliwoda.com Finance (Poznan Univers. of Banks & Insurances, Financial-
Economics),CFA Level 2 Candidate Modelling (Quant., Buyside)
Patrick Bellmann Junior-Analyst; WHU - Otto Sectors: Support Research and
E-Mail: pp@kalliwoda.com Beisheim School of Management,| Quantitative Approach
Vallendar (2012)
AndreasBraun Junior-Analyst; University of Sectors: Support Research and
E-Mail: rb@kalliwoda.com Frankfurt/Main (2012) Quantitative Approach
Michael John Dipl.-Ing. (Aachen) Sectors: Chemicals, Chemical
E-Mail: mj@kalliwoda.com Engineering, Basic Metals,
Renewable Energies, Laser/Physics
Maximilian F. Kaessens Bachelor of Science in Business | Sectors: Financials, Real Estate
E-Mail: mk@kalliwoda.com Administration (Babson College
(05/2012), Babson Park, MA (US)
Adrian Kowollik Dipl.-Kfm.; Humboldt-Universitat | Sectors: Media, Internet, Gaming,
E-Mail: ak@kalliwoda.com zu Berlin, CFA Candidate Technology, Eastern European
stocks
Dr. Thomas Krassmann Dipl.-Geologist, M.Sc.; University | Sectors: Raw Materials, Mining,
E-Mail: tk@kalliwoda.com of Géttingen & Rhodes Precious Metals, Gem stones.
University, South Africa;
Maximilian F. Kaessens Bachelor of Science in Business | Sectors: Financials, Real Estate
E-Mail: mk@kalliwoda.com Administration (Babson College
(05/2012), Babson Park, MA (US)
Dr. Christoph Piechaczek Dipl.-Biologist; Technical Sectors: Biotech & Healthcare;
E-Mail: cp@kalliwoda.com University Darmstadt; Univ. Medical Technology Pharmaceutical
Witten-Herdecke.
Hellmut Schaar schmidt; Dipl.-Geophysicists; University of | Sectors: Oil, Regenerative Energies,
E-Mail: hs@kalliwoda.com Frankfurt/Main. Specialities Chemicals, Utilities
Dr. Erik Schneider Dipl.-Biologist; Technical Sectors: Biotech & Healthcare;
E-Mail: es@kalliwoda.com University Darmstadt; Univ. Medical Technology Pharmaceutical
Hamburg.
David Schreindorfer MBA, Economic Investment Sectors: IT/Logistics; Quantitative
E-Mail: ds@kalliwoda.com Management; Univ. Frankfurt/ Modelling
Univ. lowa (US).
Nele Rave Lawyer; Native Speaker, German | Legal adviser
E-Mail: nr@kalliwoda.com School London,
Also view Sales and Earnings Estimates: Analyst of this research:

DR. KALLIWODA | RESEARCH on Dr. Norbert Kalliwoda, CEFA &=~ J&
Terminalsof B oomberg, Thomson
Reuters, vwd group and Factset

Dr. Kalliwoda Research GmbH | Primary Research



Company Analysis

10 DISCLAIMER

Metro AG | Initiating Coverage | August 2012

KAUFEN: Die Aktie wird auf Basis unserer Prognosen auf Sicht von 12 BUY
Monaten eine Kursentwicklung von mindestens 10 % aufweisen

Monaten eine Kursentwicklung zwischen 5% und 10%
aufweisen

AKKUMULIEREN: Die Aktie wird auf Basis unserer Prognosen auf Sicht von 12 ACCUMULATE

HALTEN: Die Aktie wird auf Basis unserer Prognosen auf Sicht von 12 HOLD
Monaten eine Kursentwicklung zwischen 5% und - 5%
aufweisen

REDUZIEREN: Die Aktie wird auf Basis unserer Prognosen auf Sicht von 12 REDUCE
Monaten eine Kursentwicklung zwischen - 5% und - 10%
aufweisen

VERKAUFEN: Die Aktie wird auf Basis unserer Prognosen auf Sicht von 12 SELL
Monaten eine Kursentwicklung von mindestens - 10 %
aufweisen

Additional Disclosure/Erklarung

DR.KALLIWODA |RESEARCH GmbH hat diese Analyse auf der Grundlage von allgemein
zugénglichen Quellen, die als zuverlassig gelten, gefertigt. Wir arbeiten so exakt wie mdglich.
Wir koénnen aber fiir die Ausgewogenheit, Genauigkeit, Richtigkeit und Vollstandigkeit der
Informationen und Meinungen keine Gewahrleistung ibernehmen.

Diese Studie ersetzt nicht die personliche Beratung. Diese Studie gilt nicht als Aufforderung
zum Kauf oder Verkauf der in dieser Studie angesprochenen Anlageinstrumente. Daher rat
DR.KALLIWODA | RESEARCH GmbH, sich vor einer Wertpapierdisposition an lhren
Bankberater oder Vermdgensverwalter zu wenden.

Diese Studie ist in GroRbritannien nur zur Verteilung an Personen bestimmt, die in Art. 11 (3)
des Financial Services Act 1986 (Investments Advertisements) (Exemptions) Order 1996 ( in
der jeweils geltenden Fassung) beschrieben sind. Diese Studie darf weder direkt noch indirekt
an einen anderen Kreis von Personen weitergeleitet werden. Die Verteilung dieser Studie in
andere internationale Gerichtsbarkeiten kann durch Gesetz beschrénkt sein und Personen, in
deren Besitz diese Studie gelangt, sollten sich Uber gegebenenfalls vorhandene
Beschrankungen informieren und diese einhalten.

DR.KALLIWODA | RESEARCH GmbH sowie Mitarbeiter kénnen Positionen in irgendwelchen
in dieser Studie erwahnten Wertpapieren oder in damit zusammenh&ngenden Investments
halten und kdnnen diese Wertpapiere oder damit zusammenhéngende Investments jeweils
aufstocken oder verauR3ern.

Mdgliche Interessenskonflikte

Weder DR.KALLIWODA | RESEARCH GmbH noch ein mit ihr verbundenes Unternehmen

a) halt in Wertpapieren, die Gegenstand dieser Studie sind, 1% oder mehr des
Grundkapitals;

b) war an einer Emission von Wertpapieren, die Gegenstand dieser Studie sind, beteiligt;

C) halt an den Aktien des analysierten Unternehmens eine Netto-Verkaufsposition in Hohe
von mindestens 1% des Grundkapitals;

d) hat die analysierten Wertpapiere auf Grund eines mit dem Emittenten abgeschlossenen

Vertrages an der Borse oder am Markt betreut.
Durch die Annahme dieses Dokumentes akzeptiert der Leser/Empfanger die Verbindlichkeit
dieses Disclaimers.
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DISCLAIMER

The information and opinions in this analysis were prepared by DR. KALLIWODA |
RESEARCH GmbH. The information herein is believed by DR. KALLIWODA | RESEARCH
GmbH to be reliable and has been obtained from public sources believed to be reliable. With
the exception of information about DR. KALLIWODA | RESEARCH GmbH, DR. KALLIWODA |
RESEARCH GmbH makes no representation as to the accuracy or completeness of such
information.

Opinions, estimates and projections in this report constitute the current judgement of the
author as of the date of this analysis. They do not necessarily reflect the opinions, projection,
forecast or estimate set forth herein, changes or subsequently becomes inaccurate, except if
research on the subject company is withdrawn. Prices and availability of financial instruments
also are subject to change without notice. This report is provided for informational purposes
only. It is not to be construed as an offer to buy or sell or a solicitation of an offer to buy or sell
any financial instruments or to participate in any particular trading strategy in any jurisdiction.
The financial instruments discussed in this report may not be suitable for all investors and
investors must make their own investment decision using their own independent advisors as
they believe necessary and based upon their specific financial situations and investment
objectives. 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 described in this report, either directly or indirectly, may rise or fall. Furthermore,
past performance is not necessarily indicative of future results.

This report may not be reproduced, distributed or published by any person for any purpose
without DR. KALLIWODA | RESEARCH GmbH’s prior written consent. Please cite source
when quoting.
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