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BBI Development sold its interests in the Plac Unii
commercial development in Warsaw to Invesco Real
Estate yesterday for a maximum price set at
EUR 226.05 million. The actual price and the payment
schedule over the next three years is conditioned upon
the rate at which the vacant spaces in the building are
filled and on the financial performance of the retail
spaces. Invesco agreed to pay the bulk of the price
upon signing, with BBI getting about PLN 100m. This
means a loss of PLN 20m max to be recognized against
the profits for Q4 2014, which is of minor importance
in light of the cash that the sale frees up for future
projects. We maintain an overweight rating for BBD.

The EUR 226m maximum price that the parties agreed upon
implies ca. EUR 4000 per square meter, but it does not say
much about how exactly the Plac Unii divestment will impact
BBI's profits and cash flow over the three-year payment
period. After debt of EUR 105m incurred to finance the
construction of Plac Unii, the amount to be divided between

BBI Development and Plac Unii's 60% co-owner Liebrecht &
Wood can be estimated at EUR 121m. At 40%, this makes
for a maximum gain for BBI at EUR 48+ million (PLN 206m
at today's exchange rate), though the actual gain will be
smaller after adjustment for all other claims and transaction
costs. Moreover, the amount of cash flow from the deal
depends on the rate of vacancy filling in Plac Unii.

All in all, the end-result of the Plac Unii sale on BBI's
financials will be negative. The Plac Unii NAV was ca.
PLN 190m at 30 September 2014, but we believe BBD will
take a 10% loss with a final price of about PLN 170m (of
which PLN 100m will most likely be paid in December and the
rest will be effected over the next three years).

BBD's plans with respect to the Plac Unii proceeds is first to
pay off L&W with ca. PLN 48m, and use the rest to repay
bond and loan debt and to finance downpayment required by
lenders when starting new projects.
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List of abbreviations and ratios contained in the report:

EV - net debt + market value (EV - economic value)

EBIT - Earnings Before Interest and Taxes

EBITDA - EBIT + Depreciation and Amortisation

PBA - Profit on Banking Activity

P/CE - price to earnings with amortisation

MC/S - market capitalisation to sales

EBIT/EV - operating profit to economic value

P/E - (Price/Earnings) - price divided by annual net profit per share
ROE - (Return on Equity) - annual net profit divided by average equity
P/BV - (Price/Book Value) - price divided by book value per share
Net debt - credits + debt papers + interest bearing loans - cash and cash equivalents
EBITDA margin - EBITDA/Sales
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