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Dear shareholders, 

Dear ladies and gentlemen, 

 

I am delighted to welcome you on behalf of my fellow Management Board members to the 

second Annual General Meeting of LEG Immobilien AG in Dusseldorf. 

2013 was an equally eventful and successful year for LEG. The event that stands out the 

most was surely the IPO on 1 February 2013, which allowed LEG to make its first stride into a 

new future. The LEG share enjoyed high demand in connection with the IPO, especially on 

the part of institutional investors. Ultimately, the LEG share was issued at a price of €44.00. 

Our IPO was the biggest IPO of a Western European property company.  

We approached the IPO with the clear commitment to you that “promise and deliver” would 

be the focus of our actions. We therefore attach great important to the fact that we have 

achieved, and in some cases surpassed, all the ambitious operating and financial targets we 

set for ourselves.  
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Our commitment also applies to the future. We will set ourselves further ambitious targets 

in order to create value for you as owners of our company. We are aware of the high value 

of reliability and your trust, which we want to continue earning in the future.  

The successful reorganisation from a formerly state-owned company into a capital market 

residential property platform, which unequivocally aspires to performance leadership, and 

the accelerated implementation of a growth-focussed strategy, are possible only with a 

productive, highly motivated team. At this juncture, my Management Board colleagues and I 

must therefore give special thanks to our employees, who have also faced new challenges 

with great dedication.  

Additional growth stimuli from acquisitions and tenant-focussed services 

After a phase of reorganisation lasting several years, LEG has switched to growth mode. The 

results prove that LEG has arrived at a new stage of the company’s evolution. 

LEG’s value-oriented growth strategy is based on the fundamental mainstays of organic and 

external growth. In addition to the positive development of organic, or internal growth, the 

external growth strategy was also implemented successfully.  

In the year of the IPO, LEG acquired around 6,700 residential units that met LEG’s strict 

quality and yield criteria in six transactions. These criteria include an FFO yield averaging at 

least 8% and the avoidance of a dilution of the net asset value. The FFO yield – FFO stands 

for funds from operations – is the most important financial performance indicator and 

control parameter in the property sector, used for assessing operating business 

performance. The newly acquired portfolios in the core regions of North Rhine-Westphalia 

have high potential synergy with the existing LEG portfolio. For example, the acquisitions 

were integrated into LEG’s scalable property management platform with only minor 

additional costs and without restructuring expenses. The acquisitions contributed to a 

tangible improvement of earnings power as a basis for future dividend growth and in general 

to an increase in the value of the company. For sellers, LEG is a preferred buyer of residential 

property portfolios in the core region of North Rhine-Westphalia. The strong financial 

position, the associated transaction security and the broad presence in core markets at 160 

locations are the main arguments for LEG from the sellers’ perspective. These competitive 

advantages have helped to secure exclusivity in the early stages of the acquisition processes 

and avoid competition between bidders that would drive up prices.  

In 2013, the establishment of new fields of business was also successfully advanced. LEG is 

expanding the tenant-focussed services that offer added value for our tenants and thus for 

our shareholders too. A prime example of this was our successful entry into the multimedia 

business, which was implemented at the start of 2014. On the basis of a bidding process, we 

gained Unitymedia/Kabel BW as a cooperation partner that offers our tenants a significantly 
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improved product package for the use of TV, telephone and Internet at favourable 

conditions via LEG’s own cable network.  

We are working intensively on this, and are already on track to tap into further attractive 

business areas relating to tenant-focussed services and to exploit the potential of our 

customer base of over 260,000 tenants. In our view, for example, interesting prospects are 

offered by the bundling of demand for electricity and heat. 

Successfully established on the capital market 

As well as the operating performance and consistent implementation of the growth strategy, 

establishing LEG as a participant in the capital market was a central issue last year.  

After only a few months, the share was included in the MDAX in a fast-track process, i.e. a 

process sped-up from the regular process due to the size of the company and the liquidity of 

the share. The MDAX is one of the most important selection indices on the German Stock 

Exchange. Especially following the exit of the original shareholder Saturea B.V., the share 

price developed very positively. On the basis of yesterday’s closing price of €50.25 the 

share’s performance since the IPO has been 15.1 %. The share therefore developed better 

than the comparative index of German real estate stocks. This development proves that 

LEG’s strategy has been understood and has convinced. LEG has arrived on the capital 

market. 

In the process, LEG has entered into very active and intense dialogue with investors. Contact 

was established with 450 institutional investors in Germany and important international 

financial centres in personal meetings at investor events following the IPO. These efforts are 

paying off. LEG’s largest shareholders include leading global investment companies, property 

specialists and other value-oriented investors, who are backing LEG’s leading operating 

performance and stable, value-building growth strategy. 

Analysts are also paying close attention to the LEG share. The share is currently being 

actively monitored by 17 analysts from renowned investment companies. Despite the price 

increase, the majority of analysts’ ratings for the LEG share remain positive.  

The successful placement of a convertible bond with a volume of €300 million to accelerate 

the implementation of the growth strategy, to which I shall return later, also underlines the 

high level of trust that LEG is enjoying on the capital market. 

 

Business performance in 2013 

I would now like to present a short overview of the development of the operating and 

financial performance indicators for the 2013 financial year. 
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The operating performance indicators generally demonstrate the high quality of the 

property portfolio, the attractiveness of the markets and the strengths of LEG’s property 

management platform. They make the positive effects of the reorganisation and the process 

improvements made in recent years clearly apparent. 

As of the reporting date, the residential portfolio was expanded by 3.7% to 94,311 

residential units, further consolidating the position as one of Germany’s leading residential 

property companies focussing on the attractive tenant market in North Rhine Westphalia.  

Rent per square metre was increased by 2.3% on a like-for-like basis. A particular feature of 

LEG to be considered here is the high proportion of subsidised, rent-controlled properties. In 

these cases, the rents are usually adjusted every three years. As compensation for low short-

term rent growth, LEG benefits from long-term development loans with very favourable 

interest rates.  

The rent from non-controlled properties was increased by 3.0% in the reporting year, which 

clearly expresses the actual growth momentum of the LEG portfolio.  

In addition to rent, the vacancy rate also continued to develop positively. As of the reporting 

date, not including the effects of acquisitions, the rate was a very low 2.7% compared to 

3.1% in the previous year. This is a top figure among the leading German residential property 

companies. The combination of positive vacancy and rent development is, in our view, the 

best indicator of the high quality and an ultimately beneficial demand situation for LEG’s 

product. 

LEG is pursuing a value-oriented strategy focussing on sustainability, which caters for tenants 

and shareholders alike. Investments that ensure as well as targetedly improve the quality of 

the portfolios are an integral part of LEG’s business model. A sustainable investment strategy 

made a decisive contribution to shaping LEG’s reputation among tenants and the public and 

on the capital market. It is important that LEG continues to live up to this claim. 

In 2013, LEG invested €14 per m² in maintenance and value-adding measures and thus 

considerably exceeded the level enshrined in the social charter. With this purposeful 

approach, we take the social concerns of our tenants into consideration while 

simultaneously ensuring that we handle our shareholders’ capital in a very responsible 

manner. A high degree of capital discipline and an efficient use of financial resources are 

major strategic success factors in the housing industry. 

An important indicator of customer satisfaction in the housing industry is tenant turnover. In 

the LEG portfolio last year, this was again reduced slightly to a low level of 10.9%. The steady 

increase of customer satisfaction is one of LEG’s stated corporate objectives. 
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The financial performance indicators confirm LEG’s leading profitability in the sector on the 

basis of a strong balance sheet and a financing structure that is secured for the long term. 

The high regional portfolio concentration in North Rhine Westphalia and property 

management expertise are significant success factors. 

Including the first positive effects from the acquisitions, rental income increased by 4.7% to 

€360.5 million. Funds from operations – FFO I – increased despite a positive extraordinary 

tax effect in the previous year and a temporary 3.5% increase in expenses for maintenance 

to €141.2 million. 

The positive rent development is also reflected in the increases in the value of the property 

portfolio. Including positive measurement effects, net income was reported according to 

IFRS at €136.9 million. 

The LEG share carries a dividend. LEG is pursuing the clear goal of paying out 65% of FFO I to 

the shareholders in the form of a dividend. On the basis of the result achieved, the 

Management Board and Supervisory Board consequently proposed the distribution of a 

dividend of €1.73 per share to the Annual General Meeting as agenda item 2. At the year-

end price, this corresponds to a dividend yield of 4.0%. The profit remaining thereafter is to 

be carried forward to new account. 

The company’s net asset value was also increased considerably in the reporting period by 

8.4% to €48.56 per share. 

LEG has a strong balance sheet with a low ratio of net debt to property value compared to 

the rest of the sector of just 47.7% and a balance-sheet equity ratio of 42.0%. This secures 

the company’s low risk profile and offers scope for further external growth. LEG’s financing 

structure, with an average remaining loan term of around 11 years as of the reporting date 

and low average interest costs of 3.2%, enables highly reliable forecasts of future profits and 

dividends. LEG is ideally armed against future interest rate risks. This is a clear expression of 

a business strategy focussed on sustainability. Shares, tenants, employees and other 

partners of LEG benefit equally from this sound financial foundation. 

Current business performance 

After a look back at the past financial year, allow me to briefly describe the current business 

performance. LEG made a good start to the new year.  

The major growth driver in our business, organic rent development, exhibited an accelerated 

growth trend at the start of the year. Overall in the first quarter, we increased rent per m2 by 

2.9% year on year. An important contribution to this was made by the adjustment of our 

cost of rent in the rent-controlled portfolio. Here, we raised rents by an average of 2.2% in 

January. The development of privately financed rents is particularly significant for showing 
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the trend in our markets. We further accelerated growth in this segment too, with growth of 

3.2%. This positive development is supported by all of our market segments. This 

underscores the fact that this upward trend is very stable and not dependent on individual 

special influencing factors. 

In the first quarter, FFO I increased by 21.3% to €41 million. Even if these growth rates 

cannot be maintained purely organically, the development nonetheless confirms that we are 

still well on our way to at least achieving our goals for the year as a whole. 

In January, the starting shot for the new multimedia business was fired on schedule. With 

our newly founded subsidiary WohnService Plus GmbH, we have begun supplying an initial 

section of our tenants with our services. By the end of the year, the provision will cover the 

majority of our residential portfolio. This also forms the basis for further earnings increases, 

especially from 2015. 

LEG continues to pursue its selective, value-oriented acquisition strategy. In total, the 

acquisition volume since the IPO now amounts to 7,000 units at attractive initial FFO yields 

of over 8%. There is thus a good chance that we will exceed the target of 10,000 acquired 

units by the end of the year. In fact, we are currently negotiating further portfolio 

transactions. We expect the attractiveness even of larger portfolios to pick up on the 

transaction markets and assume that LEG is in an ideal position to benefit from this with its 

financial strength. 

In April of this year, LEG’s financial flexibility was additionally strengthened by the issue of a 

convertible bond with a volume of €300 million. These funds are to be used to accelerate the 

continuation of the successful acquisition strategy. The favourable conditions for an 

unsecured bond with an interest coupon of 0.5% and a conversion premium of 30% over a 

term of at least 5.2 years are a clear expression of the strength of LEG’s balance sheet and 

the high level of trust on the capital market. LEG thus diversified its sources of financing and 

demonstrated good access to the bond markets. Without an official rating, the market 

implicitly certified LEG with an investment grade credit risk profile on its bond market debut. 

The configuration of the convertible bond grants us the full flexibility to issue shares, cash or 

a combination of both, and thus finally to choose an optimum structure for our 

shareholders. When issuing the convertible bond, we disapplied the pre-emption rights 

attributable to you, dear shareholders, in accordance with the authorisation granted to us. 

The prerequisite for this was that it would not result in any financial disadvantage for you. As 

the 2014 convertible bond was issued at conditions that were not significantly below its 

theoretical value, there was no measurable disadvantage for you, which was also reflected 

by the market in the positive price performance of the LEG share during the period of the 

placement of the 2014 convertible bond. In fact, it was necessary to disapply the pre-

emption rights in order to guarantee the placeability of the bond: convertible bonds are 
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typically taken up by specialist institutional investors in a short process known as book 

building. The private placement exclusively to institutional investors guaranteed the 

necessary transaction security and quick settlement. The net proceeds from the issue of the 

convertible bonds increase the financial flexibility and advance the sustainable growth 

strategy of LEG. In particular, they can be used to finance the acquisition of further 

properties and property portfolios and I am therefore completely convinced that they are in 

your interests, dear shareholders, which I understand well. 

With item 7 on today’s agenda, we propose the renewal of a corresponding authorisation 

that I shall explain later. We want to continue deploying our financial strengths as a major 

competitive advantage when it comes to acquisitions, in order to make use of opportunities 

for value-generating growth for you, dear shareholders. 

From a capital market viewpoint, the secondary market offering of shares of former 

shareholders was surely an important event. As a result of the secondary market offering of 

15.176 million shares in January of this year, the free float of the LEG share according to the 

definition of the German Stock Exchange increased to 92.3%. The weight of the share in 

important indices like the MDAX or the EPRA indices, which cover property companies, thus 

increased significantly. The liquidity of the share improved significantly. This had a generally 

positive effect on the attractiveness of the LEG share. Following the exit of the former 

shareholder Saturea B.V., the Supervisory Board members Ms Heather Muhalasani, Mr 

James Garman and Dr Martin Hintze also resigned their Supervisory Board mandates with 

effect from 2 April of this year. Special thanks go to them from me and my Management 

Board colleagues for their intensive and capable support! 

In item 6 of the agenda, the Supervisory Board and Management Board propose to the 

Annual General Meeting a change in the Articles of Association to reduce the Supervisory 

Board from nine to six members for cost and efficiency reasons. Therefore, no successors are 

to be elected for the departed Supervisory Board members. 

 

Proposed resolutions 7 to 9 on the agenda  

Before my final words and a brief look to the future, allow me to explain the resolutions of 

agenda items 7 to 9 – as published in the electronic Federal Gazette on 14 May 2014:  

The resolution of agenda item 7 includes the partial revocation of the existing authorisation 

to issue convertible bonds, the creation of a new authorisation and the adjustment of the 

existing contingent capital.  

By issuing our convertible bond with pre-emption rights disapplied, we partially used up the 

authorisation granted to us to issue convertible bonds with a total nominal value of €1.5 
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billion. In addition, we were authorised to issue convertible bonds with pre-emption rights 

disapplied only if the company’s share capital would not increase by more than 10% even 

after conversion and the issue of new shares. If our issued convertible bond is converted in 

full, the share capital will increase by around 9% – the existing authorisation is therefore 

largely used up.  

In order to have the necessary financial flexibility to issue further convertible bonds, for 

example to refinance the issued convertible bond or to otherwise make use of opportunities 

arising on the market, we ask you, dear shareholders, to grant a new authorisation. It is 

nearly identical to the existing authorisation, but allows us again to issue convertible bonds 

without pre-emption rights that, on issue, can be converted into up to 10% of the existing 

capital. Be assured that we will exercise this authorisation only after very careful 

consideration and only in your well understood interests. The total nominal value of the 

convertible bonds that can be issued by the company is not changed by the amended 

version; the €1.2 billion now included in the proposed authorisation corresponds to the 

originally granted €1.5 billion less the nominal value of the convertible bond issued in spring 

at €300 million. 

The adjustment of contingent capital also included in agenda item 7 is of a purely technical 

nature. It is required so that the existing contingent capital can be used to create shares that 

originate after the conversion of instruments issued on the basis of the authorisation just 

described. This would be impossible without the proposed adjustment. 

The convertible bond issued in April is also related to the proposed resolution published as 

agenda item 8:  

The company’s authorisations stipulate that no new shares or other instruments that can be 

converted into shares may be issued in exchange for monetary payment without the 

granting of pre-emption rights to existing shareholders if they comprise more than 10% of 

the share capital on the date the resolution on the authorisation was passed. This means 

that the shares that can be issued on the basis of the issued convertible bond are counted 

towards all other authorisations. This is in line with international standards, and I personally 

believe it is also a good and important limitation that does justice to the importance of the 

authorisations. 

After the issue of the convertible bond in April of this year, our authorisation to issue new 

shares from authorised capital with pre-emption rights disapplied was largely used up. 

However, this option in particular is of great importance to a growth-oriented company like 

LEG. It allows us to raise capital at very short notice in order to further increase our existing 

financial strength – if this is required due to as yet unforeseeable events. In order to restore 

the full possibility of simplified disapplication of pre-emption rights in the context of 

authorised capital, the proposed resolution published in agenda item 8 is to override the 
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former authorised capital and create new authorised capital for 2014. The new authorised 

capital 2014 is nearly the same as the previous authorised capital, but again enables shares 

comprising up to 10% of the share capital to be issued with pre-emption rights disapplied in 

exchange for monetary payment. 

Finally, I would like to explain the approval resolution on the profit and loss transfer 

agreement between LEG Immobilien AG and Erste WohnServicePlus GmbH, a wholly owned 

subsidiary, concluded on 30 April 2014, which is published as a proposed resolution under 

agenda item 9. Erste WohnServicePlus GmbH was founded to offer our tenants tenant-

focussed additional services, particularly broadband Internet and HD television, at attractive 

conditions. By way of the profit and loss transfer agreement, LEG Immobilien AG receives all 

of the profit of the controlled company and undertakes to fund any losses of this subsidiary. 

The profit and loss transfer agreement allows LEG Immobilien AG to improve its tax 

situation, as it is a prerequisite for the formation of a tax entity for corporate income and 

trade tax purposes. This allows positive and negative results of the subsidiary Erste 

WohnServicePlus GmbH to be offset against the parent company, LEG Immobilien AG. We 

expect this to enable us to reduce the Group’s tax expenses. The profit and loss transfer 

agreement becomes effective only following approval by this Annual General Meeting and 

its subsequent entry in the commercial register of Erste WohnServicePlus GmbH. 

 

Positive fundamental conditions  

Ladies and gentlemen, LEG is on track and is gathering speed. The fundamental conditions 

are continuing to develop very positively. The providing of housing in Germany and North 

Rhine-Westphalia remains a structural growth market. This is particularly the case for the 

segment of 1-2 person households, LEG’s core customer group. The recent development of 

net migration to Germany is lending the market additional positive impetus. LEG is ready for 

this.  

In the segment of affordable housing, by contrast, supply remains constant and no change is 

currently in sight. Politicians’ proposals to treat the symptoms rather than the causes of the 

shortage by imposing a rent price brake (Mietpreisbremse) take no account of objections 

raised by economists and independent institutions like Deutsche Bundesbank. Experts 

actually believe the subversion of market forces will have a counterproductive effect on the 

supply situation and modernisation activities. 

In any case, LEG’s business model will not be notably impaired by the introduction of a rent 

price brake (Mietpreisbremse). The average LEG rent remains below market level; the 

average rent increases are considerably below the caps under discussion; the portfolio is 

broadly diversified and is not concentrated on individual strained rental markets. In 
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particular, the 36% share of rent-controlled apartments in the LEG portfolio will not be 

affected by potential changes in the regulatory environment.  

Further increases in cost efficiency 

In addition to tapping into growth potential, we are also focussing on the further increase of 

cost efficiency. Sales growth is expected to result in disproportionately large increases in 

earnings and dividends. Despite investments in new employees, including as a result of the 

requirements of the stock exchange listing and the expansion of the acquisition department, 

ongoing administrative costs were kept nearly constant in the past financial year. In the first 

quarter of 2014, there was even a slight decline compared to the previous year. We will 

impose unabatedly strict cost discipline and continue to examine our internal processes. We 

currently see potential for cost savings in the introduction of new information systems and 

the further optimisation of procurement, among other things. 

 

Outlook 

On the basis of the positive business performance, we can confirm the communicated 

outlook for 2014 as a whole in its entirety. 

Therefore, we expect rent growth at the upper end of a range of 2-3% on a like-for-like basis. 

We are confident of exceeding the acquisition target of a total of 10,000 residential units at 

end of the year. 

For the important financial performance indicator FFO I, as a basis for future dividend 

payments, we expect a result of €155 million to €159 million or €2.93 to €3.00 per share. 

This outlook includes only the first positive earnings contributions from the acquisitions 

already made and the multimedia business. Further expected earnings effects from potential 

acquisitions are not taken into account here.  

At this juncture, I would like to thank the Supervisory Board, including the departed 

members, for their constructive and trustful cooperation over the past year. The 

Management Board is looking forward to further cooperation with the board. 

I and my Management Board colleagues would also like to especially thank you, dear 

shareholders, for the trust you have shown us since the IPO. We see it as our particular 

obligation not to disappoint you in the future, and we are completely dedicated to this 

aspiration. What we have so far achieved in the interests of the shareholders can be only an 

additional incentive for more ambitious targets. LEG has a clearly focussed business model. 

The property management platform boasts leading operating performance and profitability. 

We compete with self-confidence and want to continue expanding this platform and 
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growing above the average to add value. We would be delighted if you would continue to 

accompany us on this journey. 

 

Thank you for your attention and I look forward to your questions and comments. 

 

 


