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DEAG Deutsche Entertainment AG ranks among the top live concert
organiser groups in Europe. Its core business consists of organising
national and international concerts and tours, as well as the exclusive
management of large venues. The company provides the full range of
services for music tours, including production, agency and promotion.
DEAG is headquartered in Berlin and as of 31 December 2005, had a
workforce of 76.

DEAG published Q2/06 numbers yesterday. On the basis of continued
operations, revenues increased 27% y-o-y to €25.6m, bringing the H1/06
total to €37.4m. The large number of rock concerts organised to date and
the turnover from the 2006 FIFA World Cup were major drivers behind
the revenue growth. In addition, the Zurich based Hallenstadion
continued to strongly support the company’s top-line. In recent
conversations with DEAG management, they stated their confidence in
achieving their revenue guidance of up to €100m.

Q2 EBIT came in above our expectations, reaching some €2.8m up from
€0.45m a year before. This equates to a 10.9% EBIT margin and marks an
exceptional improvement compared to last year (2.0%). H1/06 EBIT
came in at €3.0m. This equals 46.9% of our full year estimate of €6.4m.

Though margins are strong, we were slightly disappointed by the Q2
revenues as we expected DEAG to generate more than 40% of FYO06
estimated revenues in the first half of the year. Looking forward,
however, we believe the company will achieve its targets as we see
significant top-line growth potential. We expect the main growth driver
will be the Classics division, which only began its heavy 2006 concert
schedule at the beginning of Q3. In addition, EPS will be further driven
by reduced interest spending due to an improved balance sheet (e.g.
dissolution of the share pension deal with Swiss publisher Ringier AG and
the convertible bond which is due in November).

The stock has begun to recover from its recent €1.41 low (30 June). We
expect it will see further appreciation once investors regain confidence in
the current growth story. We therefore reiterate our Buy rating and price
target of €4.20.

Risks to our price target include but are not limited to: cancellation of
currently signed contracts or concert events.

RATING: Buy
PRICE TARGET: €4.20
RISK RATING: High
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2004A
Revenue €m 87.8
Yr/Yr Growth -31.0%
EBIT €m 6.4
EBIT Margin 7.2%
Net Income €m 2.9
EPS € (basic) 0.21
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2006E  2007E
112.8 126.9
80%  12.5%
6.4 7.4
5.7% 5.8%
3.9 5.4
0.21 0.29
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Report Date of Previous Day Recommen-  Target Interim % Change
No.: Publication Closing Price dation Price High to High
Initial Report 3 June 2004 €2.80 Strong Buy €3.75 €2.78 -0.7%
2.3 - - - - - -
4 15 July 2005 €2.25 Buy €5.75 €2.42 7.5%
5 15 August 2005 €2.11 Buy €5.75 €2.98 41.2%
6 24 November 2005 €2.11 Buy €4.30 €2.74 29.9%
7 16 June 2006 €1.49 Buy €4.20 €1.85 24.2%
8 Today €1.85 Buy €4.20 - -

Source: Bloomberg & First Berlin
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In an effort to assure the independence of First Berlin research neither analysts nor the company itself trade or own securities in
subject companies. In addition, Analysts’ compensation is not directly linked to specific financial transactions, trading revenue or
asset management fees. Analysts are compensated on a broad range of benchmarks. Furthermore, First Berlin receives no compensa-
tion from subject companies in relation to the costs of producing this report.

I, Thomas Winnacker, certify that the views expressed in this report accurately reflect my personal and professional views about the
subject company; and | certify that our compensation is not directly linked to any specific financial transaction including trading
revenue or asset management fees; neither is it directly or indirectly related to the specific recommendation or views contained in this
research. In addition, | possess no shares in the subject company.

First Berlin’s investment rating system includes an investment recommendation and a risk rating. Our recommendations, which are a
function of our expectation of total return (forecast price appreciation and dividend yield) in the year specified, are as follows:

BUY:: Expected return greater than 15%
HOLD: Expected return between 0% and 15%
SELL: Expected negative return

Our risk ratings are Low, Medium, High and Speculative and are determined by ten factors: corporate governance, quality of earnings,
management strength, balance sheet and financing risk, competitive position, standard of financial disclosure, regulatory and political
uncertainty, company size, free float and other company specific risks. These risk factors are incorporated into our valuation models
and are therefore reflected in our price targets. Our models are available upon request to First Berlin clients.

Up until 30 June 2005, First Berlin’s investment rating system was five tiered and was a function of our expectation of return
(forecast price appreciation and dividend yield) over the specified year. Our investment ratings were as follows: STRONG BUY:
expected return greater than 20%, BUY: expected return greater than 10%, HOLD: fairly valued, REDUCE: expected return between
-10% and 0%, SELL: expected return to depreciate by more than 15%. In addition, we had a SPECULATIVE BUY recommendation
for stocks which we projected had the potential to give a return of 50% or more but which we also expected to be exceptionally vola-
tile (movement up or down of 50% or more). Our risk ratings were Low, Medium, High and Speculative and were a reflection of
expected price volatility, the strength of the balance sheet and the predictability of earnings.

This report is not constructed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an
offer would be illegal. We are not soliciting any action based upon this material. This material is for the general information of clients
of First Berlin. It does not take into account the particular investment objectives, financial situation or needs of individual clients.
Before acting on any advice or recommendation in this material, a client should consider whether it is suitable for their particular
circumstances and, if necessary, seek professional advice. The material is based upon information that we consider reliable, but we do
not represent that it is accurate or complete, and it should be relied upon as such. Opinions expressed are our current opinions as of
the date appearing on this material only; such opinions are subject to change without notice.

© 2006 First Berlin GmbH. All rights reserved. No part of this material may be copied, photocopied or duplicated in any form by any
means or redistributed without First Berlin’s prior written consent. The research is not for distribution in the USA or Canada. When
quoting please cite First Berlin as the source. Additional information is available upon request.



