BABIS VOVOS S.A.

HIGHLIGHTS

NAV per share before deferred tax, up 39% year-on-year to Euro 17.10 (up 25% on Q3 2005)

- Gross Fair Market Value of BVIC’s property portfolio Euro 944m, a valuation increase of 29% vs 2004

- Net Fair Market Value of BVIC’s property portfolio Euro 716m, a valuation increase of 29% vs 2004  

EBITDA was up by 5% year-on-year to Euro196m 

- Rental income increased by 12% vs 2004, to Euro 35m

Profit before tax was up by 13% year-on-year to  Euro173m

Profit after tax fell by 5% year-on-year to  Euro124m

- Doubling of income tax provision, mostly due to deferred tax provision 

BVIC’s office portfolio occupancy reached 100% 

Gearing fell as a result of asset valuation growth, with a loan to value ratio of 45%, down from 48% in 2004

Financing cost was fixed at 5.29% via a fixed to floating interest rate swap for the Group’s entire long-term debt portfolio 

BVIC share re-rated by 19% in 2005, and over 20% 2006 YTD

Future NAV growth driven by:

   - NAV growth in 2006-2007 from 61,500 sqm under construction

   - Strong development pipeline with projects of 60,000 sqm of lettable area 

2005 RESULTS

NAV

NAV per share before deferred tax rose 39% year-on-year to Euro 17.10, and 25% on a quarter on quarter. The main drivers of the NAV increase during 2005 were (i) a tightening of yields in the office sector, resulting mainly in an increase in the value of the sale and leaseback and BOT portfolio, (ii) the completion of a retail development project at 49 Kifissias Avenue, (iii) the purchase of 2,848 parking spaces, and (iv) a new project under construction at Gymnastiriou Street, in Nea Erythrea. NAV per share after deferred tax stood at Euro 13.70, a 33% increase over 2004.   

EARNINGS

BVIC Group’s revenue totalled  Euro 41m in 2005, a 16% decrease compared to 2004. This decline was based on a 67% reduction in development and sales revenue from Euro 13m in 2004 to Euro4m in 2005. The Group?s rental revenue, increased by 12% in 2005 to Euro 35m, thanks to new lease agreements signed in 2004 and in 2005, as well as rent adjustments of approximately 5%, based on the average Greek CPI plus 100bps. BVIC Group’s EBITDA  stood at  Euro 196m, a 5% increase over 2004. This was based mainly on a net gain from fair value adjustment on investment property of  Euro 189m in 2005, an 8% increase compared to a  Euro 176m net gain in 2004, and a 20% reductiom in cost of sales. The Group’s profit after tax for the year was Euro 124 million, a 5% drop compared to  Euro 131 million during 2004 (as restated under IFRS). This was due to a significant increase in income tax expense, which more than doubled from Euro 23m in 2004 to  Euro 49m in 2005 of which 90% represents a deferred tax provision. 

Property Portfolio Asset Valuation

BVIC’s gross property portfolio was valued by Colliers International, as at 31 December, 2005 at Euro 944m, a 29% increase from the 2004 valuation of  Euro 730m. The net value of the property portfolio was  Euro716m in December 2005, up 29% from Euro 554m in December 2004.

BVIC’s high quality office portfolio located along main arterial roads benefited from an increase in the value of these asset’s. Limited supply of modern, large, class A office buildings, in prime locations, combined with strong demand from investors in a more mature market, led to an increase in property values, compressing yields from 7.5% in 2004 to 6.5% in 2005, and resulted in circa 30% increase in 2005 across this asset class. This increase accounts for over half of the increase in the total net value of the property portfolio from 2004 to 2005. The development of a retail centre at 49 Kifissias Avenue was one of the most significant changes to the asset portfolio, with a valuation of Euro 93m in 2005. Under construction properties accounted for approximately 20% of the net property portfolio value in 2005, and grew 21% over 2004 to Euro146m. The increase was mainly attributable to a new mixed-use residential project at Gymnastiriou Street, undertaken in 2005, representing 74% of the total increase (contributing  Euro 19m in asset value). Furthermore the acquisition of 2,848 parking spaces, in the horizontal ownership category was the main factor leading to an 86% increase in this property category, contributing Euro 31m in asset value. 

BUSINESS UPDATE

Increase of 22% in rental revenue stream from new leases signed in 2005

During 2005, BVIC signed eight new lease agreements, covering approximately 20,000 sqm and 1,300 parking space, which added Euro 7.7m to the Group?s rental revenue stream. Three lease agreements were signed for 5,184 sqm and 503 parking spaces at 49 Kifissias Avenue, with an annual lease of Euro 2.8m for the first year. A further three lease agreements were signed for the retail and leisure development under construction at Delta Falirou, corresponding to 94% of the 13,200 sqm of lettable area and 738 parking spaces. The annual lease income for the first year was set at Euro4.5m. These lease agreements added two new high calibre tenants to BVIC’s client base: Village Roadshow, and Media Markt.

100% occupancy rate for office portfolio

Τhe letting of 1,945 sqm at 174 Syngrou Avenue brings the total occupancy rate for BVIC?s office portfolio to 100%. BVIC’s Group high quality real estate portfolio, generates a secure and increasing rental income stream, protected by fixed long-term leases.

61,500sqm of lettable area under construction

BVIC Group had a total of six projects under construction in 2005, which are all expected to be completed this year and, represents 61,500 sqm of lettable area. The  projects under construction and development pipeline is in line with the Group?s strategy of expanding into the high growth retail and tourist real estate markets (45,000 sqm out of a total of 61,500 sqm). The Group has completed the retail project at 49 Kifissias Avenue and the one at Delta Falirou is nearly completed. They are expected to be delivered in Q1 2006, and Q2 2006 respectively. Furthermore, the development of a tourist project at Galatas, Poros is underway, with an expected completion date at the end of 2006. We have fulfilled our annual objectives of significantly advancing our projects under construction and successfully enhancing our development pipeline. 

60,000sqm of lettable area in the development pipeline

In 2005, BVIC continued strengthening its pipeline of development opportunities, with new projects undertaken, out of which the two most significant are:

BVIC plans to develop a commercial building, on a land plot at 340 Syngrou Avenue, of approximately 14,000sqm of lettable area as well as 600 parking spaces.  The estimated total cost, including plot acquisition and development costs, is approximately Euro 40 m. We are confident that 340 Syngrou Avenue, will turn out to be another highly successful commercial centre. The property’s is not currently included in our NAV. We expect the project to be completed by Q2 2007.

BVIC Group was awarded the development of an 8,000 sqm land plot at 108-110 Athens Avenue, following a tender invitation from the Hellenic Exchanges SA (HELEX). BVIC will develop an office building of 6,700 sqm, where all of HELEX’s departments will relocate. The Group will develop another building complex of approximately 17,000 sqm which will remain in BVIC’s ownership. Excavation work commenced in December.  We believe the relocation of the HELEX adds value to the whole project and provides the broader region with exciting new development opportunities. This high profile addition to BVIC’s development pipeline further strengthens the Group’s strategy of developing properties with attractive returns. The property which is expected to be completed in Q1 2007, is not currently included in our NAV.

New BOT Agreement 2006

BVIC Group signed a new BOT agreement with the Rizario Ecclesiastical School, for Building Complex I at Delta Falirou. The agreement covers 9,640 sqm of lettable area, and 658 parking spaces. There are two buildings in the complex, each with 828 sqm of retail space each and 3,992 of lettable office space.  The lease agreement is for a term of 25 years, with the Group maintaining the right of first refusal for a further 24 years. Therefore the Group can lease the Building Complex for a total of 49 years, and sublease it for the same term. Based on comparable market data, as well as negotiations with corporations, with which we have engaged for the past two months, we estimate that the sublease rates that can be achieved are:

- Retail space: Euro 50/sqm per month, 

- Office space: Euro 20/sqm per month,

- Parking spaces: Euro 80 per month. 

This amounts to approximately Euro 2.4m in net sublease revenue per annum for BVIC.

We have estimated, based on a lease duration of 49 years, that the NAV contribution of the property amounts to approximately Euro2 per share. This positive contribution on our NAV will be booked as early as Q1 2006. 

Q2 2006 Delta Falirou Complex II  NAV Contribution

Furthermore, completion of Building Complex II, a leisure and retail centre at Delta Falirou, in Q2 2006 is anticipated to contribute approximately Euro 2 per share in NAV on a net gain from investment property revaluation surplus. Lease agreements for 94% of the complex, as well as all of the parking spaces have already been signed. Our estimation is based on these lease agreements, and the sale and leaseback agreement that has already been signed for this space.

CAPITAL STRUCTURE

In January 2006, BVIC decided to enter into a financial floating-to-fixed interest rate swap with Credit Suisse. in order to lock its financing cost. As a result of this transaction, the Group has covered all of the interest rate risk associated with its long-term debt portfolio. The finance cost of BVIC’s long-term debt obligations, which represent approximately 80% of the Group’s total debt portfolio, was set at 5.29%. Τhis compares with the Group’s floating cost of 5.19% on the agreement date which has already moved to 5.33% following the today’s ECB interest rate hiκe. This decision was taken in light of the anticipated interest rates hikes- and in line with wider market consensus for a continued rise following the recent increase in interest rates by the ECB, and the Group’s commitment to reduce interest rate risk. Securing the cheapest and most efficient financing structure remains a key strategic goal for the Group. BVIC has a loan to value (gross financial debt to fair value of assets) gearing ratio of 45%, and on an unsecured loan to value basis this gearing ratio decreases to 8%, leaving significant financing ability for both developments and acquisitions. 

SHARE PRICE AND DIVIDEND INFORMATION

Share Price Performance

BVIC share recorded a significant appreciation of 19% during 2005.  By adding another 3% - the average dividend yield for 2005- the total return for our shareholders was 22%.  During the first two months of 2006, the share price generated more than a 20% return, outperforming the Athens Exchange General Index. The growth in share price is robust, reflecting the enhancement of our fundamentals.       

Liquidity

BVIC’s free float increased to 49% following an international placement by our major shareholder, Charalmpos Vovos, in July 2005, of 13% of the company’s share capital. BVIC?s participation in the FTSE EPRA/NAREIT Global Real Estate Index Series, the FTSE/ASE Mid 40 and the FTSE/ASE 140 was adjusted from a 30% to a 50% free-float weighting.

Dividend Policy

The Board of Directors will propose a dividend payment of Euro 0.40 per share at the AGM on June 29,2006. This represents an 11% year-on-year increase, which supports management’s commitment to increasing its dividend on a constant basis that has resulted in a 67% increase in BVIC’s dividend for the period between 2002 and 2005.

