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To My Fellow Stockholders

Two thousand and six was a transformational year for Equity One and
period in which we sharpened our focus on strengthening our portfolio

of high-quality community and neighborhood shopping centers, and on
developing our leadership team and our pool of talented professionals. As
Equity One’s new Chief Executive Officer, I'm honored to steer our team on
our new course, which | am confident will lead our company to improved
stability and growth in the years ahead.

As our team began to implement our new strategy, we also delivered
strong financial and operating results. By the end of 2006, we had:

* Generated net income of $2.38

restructuring, appointing a new Chief Executive Officer, Chief Operating
Officer, Chief Financial Officer, Vice President of Finance, Vice President
of Construction, Vice President of Human Resources, new divisional

heads in leasing, and a new Director of Information Technology, among
others. In spite of these significant changes in leadership, Equity One’s
fundamental profile as a leading regional owner of high-quality shopping
cenfers remained very much the sume. More importantly, these shopping
centers continued fo be our growth engine, generating stable, strong

and rising renfal income — a company hallmark that consistently yields
substantial dividends for our stockholders. The reliability of this rental
income is among Equity One’s chief
assefs, and we are keenly focused on

per diluted share, compared with Jeff Olson
President & Chief Executive Officer

$1.24 per diluted share in 2005.
* Delivered funds from operations
of $1.48 per diluted share,
compared with $1.67 per diluted
share in 2005, a decrease that
was primarily attributable to the
sale of our Texas portfolio and
cosfs associated with management
resfructuring;

* Increased same-property net
operating income (NOI) by 3.0

percent;
* Culled our portfolio of $439

identifying ways to grow that income
in the future.

A Powerful Portfolio of
Properties

Since Equity One was founded in
1992, we have always been a
rapidly expanding entrepreneurial
enterprise. By 2006, we faced

a number of growth-related
challenges, including how to
manage our larger company more

efficiently and how to find ways
to operate in an increasingly

million of less attractive assets, 97
percent of which were in Texas;

* Redeployed $271 million in funds to acquire higher quality assets,
more than half of which were in Florida;

* Completed S45.4 million of developments and redevelopments, with a
return on investment of approximately 9.2 percent;

* Achieved a year-end occupancy rate of 95.0 percent;

* Maintained a conservative balance sheet composed of $2.0 billion of
equity and $1.0 billion of debt; and

* Paid a special dividend of $1.00 per share.

These achievements were noteworthy in any year, but they were
particularly impressive in 2006, when we underwent a total management

competitive investment environment.
Our chairman and former Chief Executive Officer, Chaim Katzman, who
had led Equity One effectively since it was founded, firmly believed that
these new challenges were substantial enough to warrant change. As a
result, Chaim and the Equity One Board of Directors asked me to join the
Equity One team, and help the company set a course for future growth.

Like many of our stockholders, | was initially attracted to Equity One
because of the company’s powerful platform of market-dominant
properties with below-market rents. In addition, approximately 75
percent of Equity One’s properties are located in some of the most exciting
retail markets in the country, including Miami, Fort Lauderdale, Palm
Beach, Orlando, Tampa, Jacksonville, Atlanta and Boston.




Equity One also appealed to me because of its crifical mass in these retail
markets, as well as the highly productive tenants in its properties. The
average supermarket in the company’s neighborhood and community
shopping centers generates sales of $476 per square foot, among the
highest in the sector. The company also has a dominant and growing
presence in Florida, a swiftly growing market in which nearly two-thirds
of the total portfolio is invested. Florida’s full- and part-time population
is exploding, it is a supply-constrained market, and many major retailers
have targeted the state as a key area for expansion over the next several

years.

A Pool of Talented People

A second crucial factor in my decision to lead Equity One was the
opportunity to build a world-class leadership team. | view this team as
absolutely essential to our ability to effectively manage and grow our
assets, and | have worked quickly to position the right people in the right
jobs. Jeff Stauffer, our new Chief Operating Officer, spent the last 16 years
at another REIT industry leader in a similar role. Greg Andrews, our new
Chief Financial Officer, joins Deborah Cheek, our new Chief Accounting
Officer, to form a top-notch finance and accounting department. These
senior managers, along with General Counsel, Arthur Gallagher, comprise
our new senior management feam, which | believe is among the most
talented in the REIT industry today.

To provide these new leaders with the solid support they need to succeed,
we also added a number of other industry veterans throughout the

Equity One enterprise, including skilled professionals in leasing, property
management, accounting and human resources. At the same time, we
downsized and eliminated certain departments and safellite offices,
thereby streamlining our operations, driving efficiencies and eliminating
redundancies. We believe that these collective restructuring efforts have
strengthened our entire enterprise while enabling us to focus on the largest
opportunity at hand: to maximize the value of our core business through
the execution of a more intensive asset management and redevelopment

program.

An Exciting Future for Equity One
The overwhelming appeal of Equity One’s future is the reason that | joined

the company. Moreover, as a result of our new strategic plan, we are now

positioned to take advantage of that opportunity in an unprecedented way.

Qur new strategic plan calls for us to invest in our own assets, particularly
in Florida, through a program of redevelopments, developments and
selective acquisitions. At the same time, we will dispose of approximately
$250 million in properties that are located outside of our core markets

or in markets where we do not have critical mass or foresee the kind of
growth that we now seek. We will redeploy that capital into our core
markets, namely Florida, thereby meeting our capital requirements and
fueling our growth in a tax-efficient and cost-effective way. Finally, we
will maximize the value of the operating properties in our existing portfolio
with the aim to increase our rate of infernal growth. This effort will include
leasing up our vacant space, aggressively managing our lease expirations,
testing rental limits on renewals, reducing property management

expenditures, and improving our merchandise mix.

Seamless execution of this strategic plan, of course, is essential to its
success. To facilitate this effort, we are investing in redefining our company
values, shifting our corporate culture, developing our people and fostering
a work environment where their contributions are both recognized and

rewarded.

As we move ahead to fulfill these ambitious goals, we are also focused on
maintaining a simple and conservative capital structure, controlling costs,
and fostering transparency in all aspects of our operations. We firmly
believe that if we are successful, we will earn the investment community’s
frust in our company, our management team, our business model and our
strategy. In the meantime, you can be assured that we will work diligently
to deliver on these promises, never losing sight of our primary mission: to

provide ever-increasing value to you, our loyal stockholders.

Sincerely,

—_—

Jeffrey S. Olson

President and Chief Executive Officer
April 2007



Our Culture

FuLFiLLING Our CommiTMENT T0 OuR TENANTS,
SHAREHOLDERS AND EMPLOYEES

At Equity One, we are creating value by building an enter-
prise that leverages the opportunities in our sector of the REIT industry,
including the redevelopment and development of neighborhood and
community shopping centers, as well as the acquisition of undervalued
real estate. While we aggressively pursue this value creation, we never
lose sight of the people who are responsible for our success: our tenants,
shareholders and employees. We have a commitment to all of these

individuals — a commitment that we fulfill each and every day.

Left to right
|n meeting ThIS commitmem, we: Jeff Stauffer, COO; Jeff Olson, President & CEQ; Deborah Cheek, CAQ & Greg Andrews, CFO.

1® Operate with the highest levels of integrity in everything we do.

2 Act as responsible stewards of our shareholders” investments. Our management team and many of our employees are personally invested in
Equity One, and our interests are directly aligned with those of all shareholders. These mutual interests dictate that we operate a lean, efficient
organization, where we are mindful of every cost.

3« Think as per-share investors, with growth in net asset value (NAV) as our primary yardstick for success. We evaluate every investment on its
long-term potential to grow our NAV on a per-share basis, and we have made increasing our NAV a key priority for every Equity One asset manager.

4o Utilize straightforward and transparent accounting in our evaluation of investments and financing alternatives. We are striving to become the
most fransparent company in our sector.

5 Keep things simple. We maintain a conservative balance sheet and an easy-fo-understand capital structure.

6 Value our employees and reward teamwork and independent thinking. We are creating a work environment where our employees are recog-
nized and rewarded for their contributions.

7 Maintain strong fenant relationships and engage in frequent dialogues with them to ensure that we understand their business and that we meet
their expansion needs. Our tenants are our partners, and our goal is o help their businesses grow.

8 Communicate the whole story to shareholders -- whether favorable or unfavorable -- because we understand the importance of trust. Trust will
lead to more stability and a lower risk premium.




Our People

“In addition to our high-quality operating properties in fast-growing markets,
we have assemled a talented management team in record time.”




Our Future

“Our new strategic plan calls for us to invest in our own assets, through a
program of redevelopments, developments and selective acquisitions.”

—-
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