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® Positive 1QFY08 trading update. A difficult FY08 is expected due to
ongoing refurbishments; an improvement in 2009 is now more or
less secured as most portfolio uncertainties have been addressed.

® Given its profile and the difficult property context, the medium-
term growth potential of Befimmo is modest, but in our view it
retains both an undemanding valuation and a very low risk profile.

Positive 1Q trading update but no more yield compression. The 1QFY08 trading
update closed 31 December (fiscal year closes end-September) shows rents up 36.5%
YoY at €27.3m on the back of the enlarged consolidation scope (Fedimmo
consolidated as from January 2007). Reported CFPS (close to net current EPS given
the lack of realised gains in both 1QFY08 and 1QFY07) is down 14.9% at €1.03. This
supports our earnings scenario; for the full year we expect net current EPS to reach a
conservative €3.89 (-14.3%) despite the positive effect as from 4Q (ie, as from 1 July
2008) of the recent disposal of underperforming assets (see our report Befimmo,
Sharpening the focus, publication date of 22 February). At €71.12, NAVPS is flat vs
end-September as a result of the final dividend payment (-€1.44) and net reported 1Q
EPS (€1.20), down 63.1% as last year witnessed important unrealised gains
(€2.01/share, close to nil in 1QFY08). The portfolio fair value stands at €1,832.4m, flat
on a like-for-like basis vs end-September. Appraised yields (6.32%, 6.40% as of end-
September) confirm that the yield compression happy days are now over.

Earnings scenario confirmed Befimmo confirms its FY08 earnings’ guidance with a
flat gross DPS at €4.51 despite falling recurrent EPS. Prospects as from FY09 look
much better as several refurbishments are completed and refurbished assets start
generating income. Following the recent prelease of the Bréderode 2 building and the
sale of ‘difficult’ assets in the Brussels Periphery, there is no significant vacancy left.
Occupancy now stands above 97% (95.1% as of end September). Our only adjustment
consists of higher rent inflation assumptions, in line with those for Cofinimmo and
ING’s views on inflation (2.6% in 2008F, 2.1% in 2009F). Befimmo guidance stands at
a mere 1.9% for 2008-10. Hence, our higher EPS figures (see table overleaf).

Valuations remains undemanding and the risk profile second to none, in our
view. As is the case for Cofinimmo, Befimmo is not about growth as recurrent earnings
are plagued by a lacklustre Brussels office market and portfolio results are not
supported by falling property yields anymore. Despite its consistent outperformance vs
sector peers (up 7.6% YTD, benign erosion in 2007), the Befimmo share retains
important attractions including: 1) an ultra-low risk profile (two-thirds of rents generated
by State bodies, average lease duration above nine years, substantial hedging of
financial debt, high weight of CBD locations); 2) still attractive multiples (unchanged
DCF-based target price at €85 leaves upside potential close to 15%, dividend yield
close to 6%); and 3) a positive newsflow.
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Yr to Sep (€m) 2007 2008F
Turnover 104.9 109.7
EBITDA 88.3 90.9
Net profit 129.0 83.7
Adj EPS (€) 4.55 3.89
Adj PER (x) 17.2 20.1
Dividend yield (%) 5.8 5.8
EV/EBITDA (x) 21.0 20.2
Price/NAV (x) 1.1 11
ROE (%) 11.2 71
Share data

No. of shares (m) 13.1
Daily turnover (shares) 12,339
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Fig 1 Financial expenses - main assumptions (€m)

2007* 2008F 2009F 2010F
Average financial debt 800.5 865.1 946.7
Assumed 3M Euribor 4.43% 4.54% 4.50%
Margin (bp) 22 40 35 35
IRS 3.73% callable March 2009 200.0 100.0
IRS 3.90% callable January 2011 75.0 100.0 100.0
Twin caps 3.5% - 5.0% 300.0 400.0
Unhedged debt 525.5 365.1 446.7
Interest expenses 36.8 37.7 41.3
As a % of average debt 4.60% 4.36% 4.36%

* = actual, fiscal year closes end September
Source: Company data, ING estimates

Fig 2 Data per share - change of estimates (€)

2007* 2008F 2009F 2010F
Befimmo net current EPS guidance (est.) 4.55 3.74 4.47 4.70
ING old net current EPS ests. 4.55 3.84 4.23 4.34
ING new net current EPS ests. 3.89 4.31 4.43
ING old NAVPS before profit appropriation 73.66 72.72 73.31 73.92
ING new NAVPS before profit appropriation 72.77 73.45 74.14
Average shares' outstanding (m) 10.8 13.1 131 13.1
Total shares' outstanding (m) 13.1 13.1 131 13.1

* = actual, fiscal year closes end September
Source: Company data, ING estimates

Fig 3 1QFYO08 trading update closed 31 December 2007

1Q07 FY07* 1Q08 diff. YoY FY08F
Rents (€ m) 20.0 104.9 273 36.5% 109.7
Reported CFPS (€) 1.21 4.78 1.03 -14.9%
Reported EPS (€) 3.25 8.23 1.20 -63.1% 5.15
NAVPS 65.79 71.36 71.12 8.1% 72.77

* = actual, fiscal year closes end September
Source: Company data, ING estimates
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Company profile

Listed in 1995, Befimmo was the first closed-end
property investment company established under the
SICAFI/V-BEVAK legislation (ex-ServiceFlats). Assets
consisted mainly of properties formerly held by
Bernheim-Comofi (now part of Fortis), which, as
statutory manager, retains managing control of
Befimmo despite the dilution of its stake.

In 2001, Befimmo merged with Cibix, resulting in
further marginalisation of non-office assets and a
higher weight of offices in central Brussels versus the
Brussels periphery, not a bad thing as the latter
continues to suffer in the current economic context.
Since the acquisition of the Poelaert building
(December 2003), a 14,000m2 office building fully
leased to the Belgian state for 18 years, no new
acquisitions were completed till end-2006, reflecting
the lack of investment opportunities. The real
breakthrough came with the acquisition end 2006 of
the Fedimmo portfolio. Fedimmo consists of office
properties leased on a long-term basis to the Belgian
federal state and spread all over Belgium; after years
of apparent inactivity, this acquisition dramatically
increased the size of the company; The subsequent
capital increase (summer 2007) brought Befimmo’s
market cap above the €1bn threshold. After the recent
prelease of the Bréderode 2 building and the disposal
of several underperforming assets, no significant
vacancies remain.

Strategy

As a registered SICAFI, Befimmo’s sole activity is the
active management of a property portfolio. Its assets
consist mainly of office premises located in/around
Brussels. A main feature of the portfolio is its low risk
profile, epitomised by the high weight of government-
like tenants (64% of rental income), the relatively low
contribution of decentralised and periphery Brussels,
further reduced by recent disposals of underperforming
assets in the Brussels Periphery, and the high rental
duration (total duration of nine years). Befimmo focus
towards offices was strengthened by the Fedimmo
acquisition and the recent disposal of its semi-
industrial (warehousing) assets.

Given the lack of suitable investment opportunities, the
company recently hinted it might expand abroad, albeit
only for a small portion of its portfolio. The only
acquisition abroad so far is the Axento portfolio
(Luxembourg).

Risks

Market risk: Befimmo is mainly exposed to the
Brussels office market, but this risk is mitigated by
long-term leases and top tenants.

Interest rate risk: most of the financial debt is at
floating rates, but a sizeable part is hedged.
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Financials

Yr to Sep (€m) 2007 2008F 2009F 2010F
Income statement

Turnover 104.9 109.7 116.2 123.4
EBITDA 88.3 90.9 97.3 102.6
Net financial charges (35.7) (35.9) (36.8) (40.4)
Operating exceptionals 38.6 11.2 11.4 11.3
Adj pre-tax profit 52.4 54.9 60.4 62.0
Corporate exceptionals

Profit/loss on sale of tangible fixed assets 1.3 5.2 0.0 0.0
Amortisation of goodwill 0.0 0.0 0.0 0.0
Pre-tax profit 92.3 71.3 71.8 73.3
Taxes (0.6) 0.7) 0.7) 0.7)
Extraordinary items (net) 39.9 16.4 11.4 11.3
Minorities (2.6) (3.3) (3.4) (3.4)
Preference dividend 0.0 0.0 0.0 0.0
Net profit 129.0 83.7 791 80.4
Balance sheet

Investment Properties 1,815.1 1,796.0 1,960.8 1,987.4
Working capital 24.0 15.9 16.8 17.8
L/T non-interest-bearing liabilities 88.6 61.4 63.9 66.8
Enterprise net assets (48.5) (29.3) (31.0) (32.8)
Group equity 996.8 1,018.5 1,030.7 1,043.2
Net debt 806.0 784.4 935.3 947.6
Capital employed 1,802.8 1,802.9 1,966.0 1,990.7
Cash flow

Operating cash flow 97.4 1071 99.0 104.5
Cash taxes (0.6) (0.7) 0.7) 0.7)
Net financial charges (CF) (35.7) (35.9) (36.8) (40.4)
Gross cash flow 61.1 70.4 61.5 63.3
Capital expenditures (net of disposals) (716.5) 30.7 (157.4) (16.0)
Free cash flow (655.5) 101.1 (96.0) 47.3
Ratios (%)

EBITDA margin 84.1 82.9 83.8 83.2
Operating margin 84.0 82.8 83.7 83.0
Net debt/equity 80.9 77.0 90.7 90.8
ROACE 8.6 5.6 5.7 5.7
ROE 11.2 71 71 7.2
Growth (%)

Turnover 37.6 4.6 5.9 6.2
EBITDA 40.9 3.1 7.0 5.4
Net profit 35.0 (24.5) 0.6 22
Valuation

EV/EBITDA (x) 21.0 20.2 20.5 19.6
Adj EPS (€) 4.55 3.89 4.31 4.43
Adj PER (x) 17.2 20.1 18.2 17.7
Price/NAV (x) 1.1 1.1 1.1 1.1
DPS (€) 4.51 4.51 4.60 4.65
Dividend yield (%) 5.8 5.8 5.9 5.9

Source: Company data, ING estimates
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