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Q1 Results Update
Distributable earnings are up 48% to € 23.7 million, this equates to a distributable per share
growth of 9% per share for the quarter to € 2.98 cents per share. Total income producing
assets exceeded € 2 billion euros with the successful acquisition of tranche 1 of the M1
assets. Total retail GLA in the portfolio increased to over 635 000 m² GLA. Net asset value
per share improved to € 1.33 per share.
CEO Hadley Dean says: “This growth is due to solid operations driven by active asset
management and strong macroeconomic conditions in Poland. Our LTV remains a key focus
area in the business and we are working to reduce it to our target levels."

Młociny in Warsaw on track and ahead of budget

One of the new flagship developments in Warsaw Galeria Młociny is progressing well and on
schedule. The 81 900m² development is already 75% pre-let prior to opening in Q1 2019 and
another 10% of leases are in their final negotiations. The mall is expected to have new
international fashion tenants entering the Polish retail market for the first time and will feature
unique architecture, 50 restaurants and cafes, various kids play areas as well as summer and
winter gardens which will make up 20% of the GLA of the mall. The development is currently
ahead of its budgeted rental income by more than € 0.5 million per year and on track to be
delivered on time. The current valuation yield on the development is 5.75% and other similar
assets in Warsaw are being valued at much lower yields which makes us excited about the
prospects going forward.

Sunday trading ban – limited impact on business in Q1

In the first quarter the footfall in EPP projects was up by 2.2% and sales remained relatively
flat. We have seen a move by customers to adjust their shopping habits and moving their
shopping days to Mondays, Fridays and Saturdays. These days noted a significant increase
in footfall. Although it is too early to tell, to date the Sunday trading ban has had a minimal
impact on operations.

Economic machine well-Polished
Poland continues to grow comfortably backed by drivers including a young, growing
population and rising consumer purchasing power. The economy grew 5.1% in the first
quarter of 2018, the country's Central Statistical Office (GUS) said in a recent announcement.
This growth is better than that expected by a consensus of analysts who had predicted firstquarter growth of only 4.8%.
Political uncertainty has not stalled Poland’s economic engine. In fact, a number of
economists are now confident Polish growth will breach 4% this year. Among these
forecasters is S&P which has predicted growth of 4.5% as well as the World Bank, which in
March said Polish gross domestic product growth would hit 4.2% this year. They said this
growth would be fuelled by private consumption and investment. The bank said it expected
Poland's GDP to follow this attractive growth by expanding 3.7% in 2019 and 3.5% in 2020.
The world’s major rating agencies are looking positively at Poland. FTSE Russell has
reclassified Poland as a developed market from September 2018. This is an upgrade from
emerging market status, and Poland is the first CEE country to achieve such distinction. Fitch
affirmed Poland’s long-term foreign currency issuer default rating at A- and maintained a
stable outlook, earlier this month. The agency said the Long-Term Foreign-Currency IDR was
affirmed at 'A-'; Outlook Stable, while the Short-Term Foreign-Currency IDR was affirmed at
'F2' and the Short-Term Local-Currency IDR was affirmed at 'F1'.
Poland runs a narrow general government deficit on its spending account. The deficit
narrowed to 1.7% of GDP in 2017, from 2.3% of GDP in 2016, because of higher revenues.
This reflected a combination of the strength of the economy as well as a structural
improvement in tax collection. A deficit of 2.1% of GDP has been budgeted for 2018. General
government spending is projected to rise by 1.2% of GDP, the bulk of which is due to the cofinancing of EU projects.
Fitch has forecast that economies in the Eurozone, which contains Poland's main trading
partners, will grow by 2.5% in 2018 and 1.8% in 2019.
Critics have said Poland’s economy could experience overheating but there are signs that the
momentum in the economy will be maintained. For a start, labour demands are wellcontrolled in Poland. “Tightness is evident in the labour market, with nominal wage growth
around 7% since mid-2017 and unemployment at a long-term low, despite a significant influx
of expatriate Ukrainian workers in recent years,” said Fitch in a report.
This has not pushed up consumer pricing and headline inflation was only 1.7% in May, given
margin compression and consumer gains.
A current account surplus of 0.3% of GDP was recorded in 2017, the first surplus recorded
since 1995. The improvement in the current account in recent years reflects that there is a
structural improvement in the services balance, driven largely by the offshoring of business
services from elsewhere in the EU, a trend that looks set to continue.

The Polish government and other authorities are primed to help reduce the economy’s net
external debt/GDP towards the EU’s median percentage, to aid faster fiscal consolidation that
leads to a sustained decline in public debt/GDP and to promote GDP growth that supports
income growth for all Poles, especially those whose income is at relatively low levels.

E-commerce vs. traditional retail in Poland
We are not concerned about e-commerce having a pronounced impact on retail sales. In fact,
research has shown that online shopping actually enhances the bottom line of brick-andmortar, particularly in Poland. Showrooms which combine e-commerce and brick-and-mortar
are the new trend on the horizon as shoppers like to try before they buy. In Poland, retailers
are well positioned to take advantage of this trend.
Click-and-collect is very popular in Poland, where the average person spends less time at
home and wants to be able to pick up their orders at a central location. They order goods
online, go to stores to collect them and subsequently end up purchasing more items inside
the store.
Our research shows that retailers are reporting that half their online sales are click-andcollect. This means more Poles are headed to shopping centres, even when they are making
online purchases. “Retail sales in Poland are forecast to grow by 50% during the next five
years. The beauty of the Polish retail story is that 75% of that growth will be in brick-andmortar, not in spite of e-commerce, but in part because of it,” says CEO Hadley Dean.
According to the Polish Investment and Trade Agency, 93% of total retail space is in shopping
centres or retail parks. This places them in the position to capture both the growth in
consumer spending in e-commerce and brick-and-mortar platforms.
We are dedicated to helping our retailers to create the ideal omnichannel environment. In
addition to ensuring that the architectural design lends itself to having appropriate space and

pick up points, our properties are also strategically located on main highways and with easy
access to public transportation. This is how we are able to capture the click-and-collect
market as it grows in Poland.

Politics not hindering growth
There are political tensions between Poland and the European Commission but business
continues to thrive in Poland. Procedures under Article VII of the EU treaty were launched
against Poland in December, following concern from the Commission about politicisation of
the judiciary. The steps the government has taken to address these concerns have so far
been insufficient according to the Commission.
Because of Poland’s previously mentioned strong economics, and in particular its low debt to
GDP ratio, the government has a lot of room to fuel the economy to make up for any
immediate loss of EU funds. Further, unemployment remains low and job creation is strong,
so the Polish consumer, the main factor in the economy, does not appear to have any
immediate reaction to the political situation. Draft EU budget proposals for the next funding
cycle, which runs from 2021 to 2027, suggest a cut to Poland's donor allocation. We at EPP
are confident that the economy and Polish consumer will gradually grow to be less dependent
on donor funds. From September 2017 Poland was no longer considered an emerging
market. We take this as a global financial acknowledgement that Poles are now on an equal
playing field with their western European counterparts.
CEO Hadley Dean explains that Poland will continue to receive € 64.4 billion in cohesion
policy funds from the EU under the new EU budget. Although this equates to a 23% cut from
the previous budget, it is still a significant amount of funds. “The aim of the cohesion policy is
to help bridge the gaps between rich and poor regions of the bloc, so while the cuts to
Poland’s budget are understandably unpopular with politicians in the country, they are also a
testament to how well Poland is developing economically,” says Dean.
While Poland had previously been the biggest beneficiary of the EU budget, the cuts come as
the country continues to demonstrate strong fundamentals and remains well positioned to
continue its robust growth.
“Consumers continue to be the main engine driving the Polish economy, and it’s no wonder:
unemployment is dropping, real wages are rising, and consumer confidence is high. It’s no
surprise this has translated into impressive growth in Polish retail sales, especially when
compared to its European counterparts. The 10-year growth forecast in retail spending per
capita also remains extremely strong,” says Dean.

Entry into Poznan market with Marcelin acquisition
In May we announced our agreement to acquire the King Cross Marcelin shopping centre for
€91.1 million, which marked EPP’s first entry into Poznan, a city with one of the strongest

local economies in Poland, low unemployment and strong GDP growth. The city’s purchasing
power is second only to Warsaw. Poznań has a population of 540 400, while the larger
Poznań Metropolitan Area is home to nearly 833 000 people. The Business Garden Poznan
135 000m² business park which is directly adjacent to the centre is currently under
construction and will attract an additional 12 000 people daily to the catchment area.
“This acquisition solidifies EPP’s position as one of the go to landlords in Poland as we have
provided our tenants access to another prosperous regional city in Poland,” says CEO Hadley
Dean.
This acquisition is great value for shareholders as it has strong KPIs and good asset
management opportunities. The 45 353m² centre is 99% let to popular international and
national retailers including Media Markt, H&M, Intersport, CCC and McDonald’s. The
purchase adds to EPP’s portfolio of 18 retail projects and is in line with our strategy of
becoming the dominant owner of retail properties in the best markets across Poland.

Hosting South African investors and analysts in Poland
In June we welcomed a group of South African investors and analysts for a tour of our
various assets across Poland. These ranged from our Młociny development in Warsaw and
expansion at Galaxy to three new M1 properties. Attendees were also provided the
opportunity to engage with our staff and other property experts. The majority of attendees
were first time visitors to Poland and we welcomed the opportunity to show them our quality
assets as well as different cities across the country. We trust the attendees found the tour
informative and we welcome such opportunities to engage with our investors in the future.
Informal feedback indicates that the tour was useful and insightful for attendees and that they
gained a more positive impression of the assets as well as the country.
All documentation and presentations provided during the tour are available on our website
http://www.epp-poland.com/s,98,events-presentations.html

Share Sale
Over the last month Echo Investment sold 35 million shares and has reduced its stake in EPP
to just under 2%. This sale was expected, as Echo is pursuing a separate strategy from EPP.
With less than 2% of the shares remaining the majority of the overhang on the stock which
had been a major concern for investors has now been removed. The shares were placed with
various South African institutional investors. The sale forms part of Echo’s strategy to align its
asset composition as a pure developer without investment assets. The sale does not impact
on the Company’s partnership with Echo. Echo and the Company remain long term partners
and currently collaborate on two flag ship development projects in Warsaw,
namely Towararowa 22 and Młociny.

Bond announcement
EPP is always looking at possible mechanisms for financing the business in the most optimal
way and at the best possible rates, so in the week of the 18 June 2018 the company
explored the possibility of a corporate bond to refinance existing bank debt, add to the
diversity of our sources of funding and reduce amortization costs.
For a variety of reasons, political and economic as well as seasonal, the European markets
were extremely volatile and continue to be right now. When it appeared that the bond would
be raised under sub-optimal conditions, we decided to withdraw from the issue.
EPP has sufficient cash resources to meet its ongoing obligations so did not have to move
forward in markets that don’t provide the best value to the company and the shareholders.
The company continues to have great relationships with its current debt providers and
continues to progress in meeting the company’s objectives.
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