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The portfolio we took over in connection with
the acquisition of the Verral Group at the end
of 2002 (eight commercial properties and a
parking garage) is held under the legally
separate entities PSP West V AG and its
subsidiaries. The aim is still to merge these
companies in a few years’ time with PSP Real
Estate Ltd, which holds our other properties.
This move will be made at a later date for tax
reasons and in order to facilitate diversified
borrowing involving both unsecured (PSP Real
Estate Ltd) and secured (PSP West V AG) debt.

In Real Estate Trading, our primary focus 
was the sale of properties, which had been

earmarked for an active portfolio restructuring.
Most of these properties are situated outside
our target regions. Intensive negotiations with
various prospective purchasers led to the 
sale of three smaller properties until the end 
of June 2003. The often protracted nature of 
the negotiations was less the result of differing
price estimates and more due to the precise
evaluations of the prospective purchasers and
the cautious stance adopted by the financial
institutions.

The three properties at Hirschgässlein 42 
in Basel, Bolligenstrasse 52/54 in Bern and
Signalstrasse 15 in Rorschach were sold for
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CHF 6.7 million, amounting to 0.2% over the
most recent valuation provided by CB Richard
Ellis (end of 2002).

As at mid-2003, our high-quality portfolio
consists of 122 commercial properties,
including a property under construction in
Geneva. After reduction of the market value 
by CHF 45.1 million, the value of the portfolio
amounts to CHF 2 871.8 million.
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Properties under construction
The two new buildings SWING 2/5, commenced
in June 2001, were completed according to
schedule on 31 March 2003. SWING 2/5,
comprising 17 330 m2 of rentable area, form
part of the overall development of the SWING
business park in Wallisellen (Zurich North). A
total of CHF 104.0 million has been invested.
As mentioned previously, no lease contracts
have been entered into yet for either property.
We constantly receive serious expressions of
interest from prospective tenants for smaller
subdivided areas of floor space. However, 
this does not correspond with our letting
concept. For commercial reasons, we have
made a conscious decision to accept longer-
term vacancies, in the interests of ultimately
achieving an optimal rental structure.

The office premises comprise 16 890 m2 of
rentable area and 194 parking spaces. Com-
pletion is scheduled for the beginning of 2004
and tenants have been secured until 2009.

External valuation
As announced in the Annual General Meeting of
Shareholders held on 8 April 2003 and published
on 28 May 2003, we will be changing our external
property valuer. The decision was made in accord-
ance with our plan to change the valuer every
four to five years. As from December 2003, the
Swiss real estate consultancy Wüest & Partner
will be responsible for property valuations.

20% stake in WTF Holdings 
(Switzerland) Ltd
During the reporting period, PSP Swiss Property’s
20% participation in WTF generated investment 
income of CHF 5.8 million (CHF 1.9 million in
the first half of 2002). Pressing ahead with its
sales programme, WTF sold three properties
during the first half of 2003. The vacancy rate
decreased slightly from 12.6% at the end of
2002 to 12.2% as at mid-2003.

In June 2003, WTF refinanced its entire borrow-
ings through an asset-backed capital market
transaction. At € 699 million (CHF 1 055 million),
this is the largest ever commercial mortgage-
backed securitisation (CMBS) in Switzerland.
This resulted in both the refinancing of long-term
bank debts and the repayment of outstanding
shareholders’ loans (Lehman Brothers Real
Estate Partners and PSP Swiss Property Ltd).

The net surplus from the CMBS transaction
was used for the purposes of an extraordinary
dividend payment. PSP Swiss Property Ltd was
paid CHF 25.5 million (no impact on reported
net result).
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The new Lancy Office Center in Geneva,
commenced in February 2002 (total 
planned investment sum CHF 96.0 million),
is progressing according to schedule. Work
on the façade structure of the building and
the technical installations are currently
underway.



Outlook for 2003
The economic downturn continues to affect the
commercial property market in Switzerland.
However, between regional markets there are
considerable differences. It is important not to
overestimate the impact of current vacancies.
Our key target Zurich area has the highest
vacancy rate, mainly due to the very high level
of construction activity over the last few years.
However, this market will also probably be the
first to benefit from any economic recovery in
Switzerland. Peripheral locations with currently
still low vacancy rates pose more of a problem.
In terms of employment market, these locations
are unlikely to pick up over the medium to 
long term.

Even in the Zurich area, the likelihood of a
substantial improvement before the end of 2004
is quite low. However, the market for office
premises in Zurich should remain reasonably

buoyant, as companies continue to move
towards the business centres. Our predictions
for this key market are moderately positive.

As predicted in the Annual Report 2002, it is
expected that the average vacancy rate for
2003 will amount to about 8%.

On actively restructuring the portfolio, we
continue to go ahead with our sales programme.
At present, 15 properties worth around 

CHF 185 million have been earmarked for 
sale. Negotiations are at an advanced stage 
in a number of cases.
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Despite the persisting economic downturn,
we expect an EBITDA for the Segment 
Real Estate Investments for 2003 to be 
in excess of CHF 130 million excluding
gains on real estate investments, in line
with our predictions in spring 2003.



Segment Real Estate Services 
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Business review

Both, income from property management 
and asset management increased. The higher
income from property management is mainly
attributable to the new mandate from PSP West
V AG, which was acquired at the end of 2002.
The Asset Management unit was established 
in spring 2002, and consequently generated
income for the entire half-year 2003. Income
from construction services and trading fell.
The construction services activities were down-
sized in 2002 to concentrate solely on fiduciary
construction activities. Trading activities
undertaken for the rest of the Group and on
behalf of our clients during the reporting
period were limited.

In the first half of 2003, third-party clients
accounted for 70% of income from real estate
services, compared with 72% for the first half
of 2002 and 69% for 2002 as a whole.

The operating expenses slightly rose from 
CHF 14.8 million to CHF 15.2 million (+3.1%).
As part of that, general and administrative
expenses increased from CHF 3.6 million to
CHF 3.8 million (+4.7%) compared to the first
half of 2002, caused by the larger volume of
management activities.

In the first half of 2003, the EBITDA reached
CHF 5.2 million (CHF 4.6 million in the first half
of 2002), corresponding to a good EBITDA
margin of 26.1% for this segment (24.1% in
the first half of 2002).

At CHF 5.2 million, the operating profit before
taxes is up from CHF 4.6 million (+13.0%) in
comparison to the first half of 2002. Net income
amounts to CHF 4.0 million (+12.2%), compared
with CHF 3.6 million in the first half of 2002.

Business operations
Our property management business has been
primarily concerned with letting vacant prop-
erties in the North and West areas of Zurich.

In the first half of 2003, income from 
real estate services increased slightly
from CHF 19.0 million to CHF 20.0 million
(+5.4%) in comparison to the first 
half of 2002.
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One major operation was the integration of the
properties acquired in Zurich West at the end
of 2002 (Verral portfolio).

In conjunction with three other companies within
the sector, we have been progressing with the
implementation of the new property management
software as scheduled. At current, acceptance
tests are being undertaken. Full operational
roll-out is planned for the beginning of 2005.

Furthermore, we have successfully started to
work with the Asset Management unit in order
to analyse our own real estate portfolio and
introduce an integrated property tool. 

By mid-2003, the vacancy rate for the managed
portfolios, including third-party clients, was 6.2%,
compared with 4.3% at the end of 2002.

The activities performed by Asset Management
and Trading in respect of our own portfolio 
are described in the section dealing with the
Segment Real Estate Investments on pages 16
to 17. The service provided to WTF continued
as planned. A conscious decision was made
not to solicit any further third-party contracts.

Our Fiduciary Construction Services unit
entered into 46 new mandates. 16 of 
these mandates are for our own properties.

Construction costs for all new mandates,
excluding new building projects, amount to 
CHF 12.5 million. Thereof, the mandates for
our own properties amount to CHF 3.2 million.
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Outlook for 2003

As predicted in spring 2003, we expect the income 
from real estate services to total approximately 
CHF 43 million this year. An EBITDA of approximately
CHF 9 million is anticipated.


