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Interim Report January-September 2018

Rental revenue increased to SEK 5,006 million (4,836). For comparable property holdings, the increase was 5% and

was mainly attributable to positive effects from new lettings and renegotiated leases.

The occupancy rate was 92.8% (92.7) at the end of the period.

Property expenses totalled SEK 1,390 million (expense: 1,337). For comparable property holdings, the increase was
5% and was mainly due to higher costs for electricity and district cooling.

Net operating income increased in total to SEK 3,616 million (3,499). For comparable property holdings, the increase
was 6% and was due to higher rental revenue.

Profit before value changes and tax rose to SEK 2,731 million (2,554), corresponding to an increase of 7%.

The change inthe property value amounted to SEK 6,692 million (5,662), which corresponded toa 5.4% (4.9)
increase in value due torising market rents in Stockholm. At the end of the period, the portfolio amounted to

SEK 134,303 million (122,999).

Profit after tax amounted to SEK 8,202 million (6,833).

The share of environmentally certified buildings increased to 85% (83) at the end of the period.

The energy intensity was 104 kWh/m? (103).

Jan-Sep Jan-Sep Jul-Sep Jul-Sep Oct2017- Jan-Dec
Amountsin SEK million 2018 2017 2018 2017 Sep2018 2017
Rental revenue 5,006 4,836 1,673 1,590 6,660 6,490
Net operating income 3,616 3,499 1,220 1,168 4,795 4,678
Profit before value changes and tax 2,731 2,554 922 850 3,590 3413
Profit after tax 8,902 6,833 1,627 1,512 11,338 9,269
Cash flow from operating activities before changes
inworking capital 2,692 2,576 933 832 3,499 3,383
Market value of properties, SEK m 134,303 122,999 134,303 122,999 134,303 126,875
Occupancy rate, % 92.8 92.7 92.8 927 92.8 93.1
Surplus ratio, % 72 72 73 73 72 72
Interest coverage ratio, multiple 4.4 3.9 4.3 3.9 4.3 3.9
Loan-to-value (LTV) ratio, % 42 46 42 46 42 45
Closing NAV, SEK'm 73,062 65,543 73,062 65,543 73,062 68,581
Closing NNNAV, SEK m 66,068 58,946 66,068 58,946 66,068 60,872
Environmental certification, share of total area, % 85 83 85 83 85 84
Energy intensity on closing date, kWh/m? 104 103 104 103 104 100
Vasakronanin brief
Vasakronanis Sweden's largest property company. Contractedrent by Contracted rent by
The portfolio comprises 176 properties witha total geographic market property type

area of about 2.4 million square metres and a market
value of SEK 134 billion. The properties encompass

centrally located office and retail properties in Stock-

holm, Gothenburg, Malmé, Lund and Uppsala.

Vasakronanis owned in equal shares by the First,
Second, Third and Fourth Swedish National Pension
Funds, and thus contributes to financing the Swedish
pension system. The company’s operations embrace
the management and development of commercial

properties in growth areas of Sweden. Our visionis to
create “future-proof cities for everyone, where people

and companies thrive.”

B Stockholm, 62%
Gothenburg, 19%
Oresund, 12%
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Officerents continue toclimb

Vasakronan third quarter

Strong performances for new lettings and renegotiations

The lettings market remains strong with high demand for office
space. Duringthe quarter, new lettings corresponding to 26,000
square metres (27,000) and an annual rent of SEK 69 million (105)
were signed. Moreover, renegotiations and lease extensions corre-
sponded to 68,000 square metres (49,000) and annual rent of SEK
214 million (187), resulting in anincrease on the previous rent pay-
ableof 11.9% (11.5).

During the quarter, Vasakronan signed a 15-year lease agreement
with Engelska Skolan for about 6,400 square metres at the Diktaren
property in Solna. Engelska Skolan’s operations will encompass
schooling for children aged 10-16 with a planned start ahead of the
2020/2021 academic year. Following an approved detailed develop-
ment plan, around SEK 115 millionwill be invested inrede-
veloping the property.

Lease agreements have been signed with the fash-
ionchain, & Other Stories, whichis opening its first
store in Gothenburg, about 900 square metresin
the Meethshuset building. Establishing anew brand
inthe heart of Gothenburgaligns perfectly with
Vasakronan’s focus on strengthening its city retail
offering. Inthe same property, Ahléns has chosen to
extendits 4,000 square metre lease for three more
years.

In Stockholm, Teracom has extended the lease for the
Lyckan 9 property for just over 8,000 square metres and the law
firm, Linklaters, has chosen to extend its lease for just over 2,500
square metres at Stuten in central Stockholm. In Uppsala, Jensen
Education has chosento extend its contract for around 1,400 square
metres at Vasakronan’s newly acquired Dragarbrunn 18:3 property.

Vasakronan develops the city

Vasakronan's project portfolio amounted to SEK 10,284 million
(7,.936), of which SEK 3,465 million (2,054) had been capitalised at
the end of the quarter.

At Sergels torgin central Stockholm, the redevelopment and
extension of Sergelhuset has started, whichis Vasakronan’s largest
project to date. At the property, which comprises three buildings,
atotal of 56,500 square metres of retail, offices and housing is being
developed with completion planned for December 2021. Demolition
is essentially completed and the project is now entering the rebuild-
ing phase. The investment is estimated at SEK 3,700 million.

During the quarter, the redevelopment and extension of the lower
portion of the Lappstiftet property in Gothenburgwas completed.
The projectincluded increasing the amount of space and opening an
entrance facing the river, known as Alvporten. Intotal, the project
encompassed 9,000 square metres, of which 6,000 square metres
arelet to Collector Bank.

The world’s first green commercial paper

InNovember 2013, Vasakronan issued the world’s first green corpo-
rate bond. Since then, the company has issued bonds totalling SEK
18.5 billion making Vasakronan the Nordic region’s largest issuer of

Europe’s
most sustainable
property company

green corporate bonds. And now, through a September issue, Vasa-
kronan has alsoissued the world’s first green commercial paper.
Aprerequisite for issuing green commercial paper is that clear
guidelines areinplace for what is defined as a green asset. Therefore,
Vasakronan has drawn up a new, revised and expanded framework
for green financing: Vasakronan — Green Finance Framework. The
framework encompasses all debt instruments with funds earmarked
for greeninvestments. The framework has been reviewed by the
Center for International Climate Research (CICERO) and has
received the highest mark, Dark Green. The green commercial paper
is listed on Nasdaq Stockholm'’s new green commercial paper list.
Thereis considerable interest in the commercial paper and investors
included several of Sweden’s largest funds. In total, Vasakronan's
green funding amounts to slightly more than SEK 20 billion,
which corresponds to 33% of the total loan portfolio.

Award-winning work with sustainability
In September, the results of this year’s Global Real
Estate Sustainability Benchmark (GRESB) were
published, which ranked Vasakronan the most sus-
tainable property company in Europe inthe office
segment and the ninth most sustainable property
company inthe world across all segments. The sustain-
ability work of more than 900 companies has been evalu-
ated within the GRESB framework, and Vasakronan'’s ratings
are further proof that the company’s high ambitions set it apart from
other property companies. The GRESB index is used by investors to
assess the risks associated with various property investments.

Changein holdings

During the quarter, Vasakronan transferred the Garda 18:23 and
Garda 18:24 properties in Gothenburg to Platzer at aproperty value
of SEK 1,068 million. Moreover, in central Uppsala the fully let
Dragarbrunn 18:3 property was acquired at a property value of SEK
285 million. The property, which encompasses 5,100 square metres
of lettable area as well as 50 garage and parking spaces, isin Uppsala’s
prime retail and office location.

Third quarter results

Profit before value changes and tax rose to SEK 922 million (850)
and was mainly due to higher rental revenue. The change in the value
of property during the quarter was 0.7% (0.8), corresponding to SEK
900 million (957). The change inthe value of financial instruments
was SEK 162 million (132). Profit after tax was SEK 1,627 million
(1,512). Cash flow after investing activities increased to SEK 1,056
million (302) during the quarter and was mainly attributable to the
sale of the Garda properties.

Events after the end of the period

After the end of the period, Vasakronan established a Euro Medium
Term Note programme (EMTN programme). The EUR 6 billion pro-
gramme enables Vasakronan to issue bonds in several markets and

currencies, thereby further broadening the funding base.
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Positive trends across all of Vasakronan’s regions

Our macro environment

The US economy remains strong, mainly due to high private con-
sumption, willingness toinvest and a strong labour market. Moving
forward, however, growthis expected to slow due to interest rate
hikes. Euro area economic activity was also positive. While the
effects of Brexit give rise to uncertainty, concern that an escalating
trade war and increased import duties will accelerate a slowdown
dominates.

The economic boomin Swedenis mainly driven by strong exports.
However, the National Institute of Economic Research’s most recent
projection is that the Swedish economy will peak this year and that
GDP growth will slow next year. The slowdown is mainly due to the
declineinthe rate of investment inindustry and housing. The forecast
for GDP growth totalled 2.4% for 2018 and just under 2% for 2019.

Physical retail stores continued to lose ground to e-commerce.
The latest report from HUI Research forecasts overall retail sector
growth of 2.5%in 2018. E-commerce — expected toincrease 15%
thisyear, primarily in durable consumer goods — accounts for the
majority of growth. Vasakronan'’s cityindex, which measures sales at
Vasakronan's stores, showed a clear decline for all regions, and pri-
marily for shoes and clothes.

Conditionsinthe labour market remained positive despite consid-
erable matching problems having a slight negative effect on employ-
ment growth. For 2018, employment is forecast to grow 1.7% and in
2019 to grow 0.9%, with all growth expected from the service sector.
According to Statistics Sweden and Evidens, office employment in
metropolitan regions will rise slightly more than 2% in 2018 and 2019.

Atits September meeting, the Riksbank (Sweden’s central bank)
decided tokeep the reporate unchanged at negative 0.50%. Market
sentiment is that the Riksbank will raise the repo rate in December or
atthestart of nextyear.

Property market

According toinformation from Cushman & Wakefield, transactions
were completed in the Swedish property market for approximately
SEK 52 billion (19) in the third quarter of 2018. Accordingly, the
transaction volume amounted to a total of SEK 115 billion (101) in
the first nine months of the year. Of the transaction volume, the sin-
gle largest segment was residential property and most of the trans-
actionvolume was attributable to sales in Stockholm.

Stockholm
The Stockholm lettings market remains positive and CBD market
rents have risen since the start of the year. Vacancy rates for office
and retail premises in Stockholm’s CBD were unchanged on the pre-
ceding quarter and amounted to around 3% and 2%, respectively. In
central Stockholm, outside the CBD, and in the Stockholm suburbs,
market rents have also risen since the start of the year. In central
Stockholm, vacancy rates remained stable at around 8% and
amountedto 13% in the suburbs, which was down slightly compared
withthe start of the year. Vacancy levels vary between different
areas and objects.

The market’s yield requirement has stabilised inthe CBD and the
restof theinner city at 3.5% and 3.9%, respectively. The yield for the
inner suburbs has decreased since year end to alevel around 4.3%.

Gothenburg
Since the year end, rent levels in Gothenburg are assessed as having
risen. Thiswas mainly due to the limited offering of larger office
premises inthe CBD resulting in modern premises in favourable
locations posting a positive rental trend. This also impacted vacancy
rates, whichremained low and at just under 4% for office premisesin
Gothenburg’'s CBD and around 2% for retail premises.

Since the turn of the year, the yield requirement for prime office
objectsin Gothenburg’'s CBD has declined and amounted to 3.8% at
the end of the quarter.

Oresund

In Oresund, rent levels for offices in Malm&'s CBD increased slightly
since the year end, while vacancy levels were unchanged at 9% for
office premises and just over 4% for retail premises. Vacancy rates
for prime location properties in Lund were also unchanged, and
amounted to 5% for offices and 3% for retail premises. The yield
requirements for the best objectsin Malmé’s CBD and prime loca-
tionsin Lund were assessed at 4.3% and 4.9%, respectively, inline
withthe yearend.

Uppsala

Central Uppsalarent levels for office premises are assessed as
having risen since year end. Vacancies remained at the same level
and amounted to 5% for offices and 3% for retail premises. The yield
requirement for centrally located office and retail properties was
4.9%, which was down slightly on the end of the year.

Stable growth
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GDP growthin Sweden, annual change in %, fixed prices
Source: National Institute of Economic Research

Positive office employment
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Office employment, annual change in %, change in metropolitan regions
Source: Statistics Sweden and Evidens
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Consolidated income statement

Jan-Sep Jan-Sep Jul-Sep Jul-Sep Oct2017- Jan-Dec
Amountsin SEK million 2018 2017 2018 2017 Sep2018 2017
Rental revenue 5,006 4,836 1,673 1,590 6,660 6,490
Operating expenses -534 -493 -175 -141 -703 -662
Repairs and maintenance -82 -82 -25 -23 -110 -110
Property administration -257 -231 -81 -77 -357 -331
Property tax -400 -410 -126 -139 -534 -544
Ground rents =il -121 -46 -42 -161 -165
Total property expenses -1,390 -1,337 -453 -422 -1,865 -1,812
Net operatingincome 3,616 3,499 1,220 1,168 4,795 4,678
Central administration -70 -69 -19 -23 -98 -97
Result from participations injoint ventures =2 -2 =2 0 =3 -3
Interestincome 2 1 1 0 3 2
Interest expense -815 -875 -278 -295 -1,107 -1,167
Profit before value changes and tax 2,731 2,554 922 850 3,590 3,413
Change invalue of investment properties 6,692 5,662 900 957 9,003 7,973
Change invalue of financial instruments 170 535 162 132 103 468
Divested/impaired goodwill -46 ) -10 - -66 -26
Profit before tax 9,547 8,745 1,974 1,939 12,630 11,828
Current tax -176 -175 -102 -55 -96 -95
Deferred tax -469 -1,737 -245 -372 -1,196 -2,464
Profit for the period 8,902 6,833 1,627 1,512 11,338 9,269
Other comprehensive income
Items that may not be reclassified?
Pensions, revaluation = - = - -14 -14
Restriction for surplus in pension plan with asset cap = - = - 3 3
Income tax on pensions - - - - 2 2
Other comprehensive income for the period, net of tax - - - - -9 -9
Total comprehensive income for the period? 8,902 6,833 1,627 1,512 11,329 9,260
Key metrics
Surplus ratio, % 72 72 73 73 72 72
Interest coverage ratio, multiple 4.4 3.9 4.3 3.9 4.3 3.9

1) Items that may not be reclassified to profit or loss.
2) Since there are no minority interests, the entire profitis attributable to the Parent Company’s shareholders.
The absence of any potential shares means there is no dilutive effect.
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Comments on the consolidated income statement

Rental revenue

Rental revenue increased during the period to SEK 5,006 million
(4,836). Incomparable property holdings, the increase was 5% and
was mainly attributable to higher gross rents from new lettings con-
tracted and from renegotiated leases as well as from rent adjustment
forinflation. New lettings corresponding to 99,000 square metres
(120,000) and annual rent of SEK 338 million (407) were contracted,
of which 29% (25) impacted onrevenue in 2018. Notice of termina-
tionwas received during the period (tenant will be vacating) corre-
sponding to annual rent of SEK 332 million (328), whereby net let-
tings amounted to SEK 6 (67) million.

Renegotiations and lease extensions during the period corre-
sponded to annual rent of SEK 645 million (718), resulting in an
increase on the previous rent payable of 11.2% (10.7). Of all the con-
tracts up for renegotiation over the last 12 months, 67% (62) of the
tenants decided to extend their contracts.

Contracted rent at the end of the year amounted to SEK 6,736 mil-
lion (6,477) and the average remaining maturity was 4.2 years (4.2).
The closing occupancy rate was 92.8% (92.7). Of total vacancies,

2.4 percentage points (2.2) were attributable to ongoing projects
and 0.5 percentage points (0.3) to vacant development properties.

Property expenses

Property expenses amounted to SEK 1,390 million (expense: 1,337)
for the period. For comparable property holdings, the increase in
property expenseswas 5% (4). The increase was primarily due to
higher costs for electricity and district cooling, but also due to
increased property administration costs. The portfolio’s energy
intensity improved to 104 kWh/sg. m. (103) at the end of the period,
mainly due to the cold winter and extremely warm summer.

Net operatingincome

Net operatingincome increased during the period to SEK 3,616 mil-
lion (3,499) due torising market rents. For comparable property
holdings, the increase in net operating income was almost 6% (6). The
surplus ratiowas 72% (72).

Administration
Property administration costs were SEK 257 million (expense: 231)
and central administration costs were SEK 70 million (expense: 69).
The changes were primarily attributable to higher personnel costs.
Year-on-year, the number of employees declined to 310 (348) at
the end of the period. The decrease inemployee numbers was due to
the restructure completed in February whereby anumber of
employees inVasakronan’s technical organisation transferred
employer to Coor. The cost of these personnelis recognised as an
operating expense, both prior to and after the restructure.

Rising rental revenue SEK/m?

Stable occupancyrate

High surplusratio

SEK'm SEK/m? % SEK'm %
5,000 4,000 95 4,000 100
3,750 3000 93 3,000 75
91
2,500 2,000 2,000 50
89
1,250 1,000
a7 1,000 25
0 0 0 0
14 15 16 17 18 85— 5 6 7 18 14 15 16 17 18
January-September At 30 September January-September

Rental revenue SEK m
Rental revenue SEK/sq. m.

Net operatingincome, SEK m
Surplus ratio, %

Widely distributed over many tenants

Evendistribution of rents to maturity

Public sector comprises largest
share of tenants

Sharein % Annual

- - - No. of rent, Public sector, 24%
Swedish Police Authority 3 contracts SEKm %oftotal ‘ M Services,21%
Ericsson 3 2018 381 325 g \ Consumer goods, 19%
H&M 2 IT, 8%

: : : : 2019 1,230 1,055 16 M Finance, 5%
Swedish Prison and Probation Service 2 2020 886 1092 17 . ?-e:jecom’g?

U . ndustry, 3%

Forsa.krmgsk-assam (Social \nsu-rénce A-gency) 2 52021 1736 3941 59 B Other 1\’6%
Swedish National Courts Administration 1 Total 4,233 6413 96
Ahléns 1 Breakdown by sector, share of contracted rent
KPMG 1 Residential 1,179 100 1
Uppsala County Council 1 Garage B 293 3
Clas Ohlson L Total 5412 6,736 100
Total 17

Largest tenants, share of contracted rent

Maturity structure for contracted rent
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Comments on the consolidated income statement

(Cont.)

Netinterest

Netinterest expense improved to SEK 813 million (expense: 874)
dueto lower interest rates and credit margins in the period. The
average interest rate for loans and derivatives decreased to 1.7%
(1.8) at the end of the period.

The average fixed-interest tenor increased to 4.4 years (3.9). The
proportion of loans with interest maturities within one year declined
to 41% (45) and loans with fixed-interest maturities of five years or
moreincreased to 43% (39) of interest-bearing liabilities.

The LTMinterest coverage ratio increased to a multiple of 4.3 (3.9)
asaresult of animproved net operating income and lower net inter-
est expense. The policy for the interest coverage ratio does not per-
mit it falling below a multiple of 2.0 over arolling 12-month period.

Profit before value changes and tax
Profit before value changes and tax was SEK 2,731 million (2,554),
up 7%.

Change invalue of investment properties
At 30 September 2018, the entire property portfolio had been
valued internally.

Altogether, the change in the property value amounted to SEK
6,692 million (5,662), which corresponded toa 5.4% (4.9) increase in
value. The increase was primarily attributable to rising market rents,
particularly inthe Stockholm portfolio, but was also due to lower
yield requirements, particularly in Gothenburg.

Onaverage, theyield requirement for the portfoliowas 4.4%,
comparedto 4.5% for corresponding properties at the end of 2017.

Change in value by region

Changeinvalue,
()

Contributiontochangein

% value, percentage points
Stockholm 58 3.8
Gothenburg 6.9 1.3
Oresund 1.5 0.1
Uppsala 3.1 0.2
Total 54

Changeinvalue, by category

Changeinvalue,
0,

Contributionto changein

% value, percentage points
Investment properties 5.6 52
Development properties 0.3 0
Transactions 0.2
Total 54

Factorsimpacting value?

Valueimpact, %

Yield requirement
Market rents
Total

15
3.9
54

1) Theincrease in value was also due to investments and other factors impacting value that have been

allocated proportionally across yield requirements and market rents.
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Comments on the consolidated income statement

(Cont.)

Change in value of financial instruments

Derivatives are primarily used to adjust the maturity structure inthe

loan portfolio and to hedge borrowings in NOK. The nominal value of
the derivative portfolio at the end of the period was SEK 64,200 mil-

lion (60,507). The increase was mainly attributable to cross-currency
swaps aimed at hedging borrowings in NOK.

The value change inderivatives amounted to SEK 170 million
(535),whichwas due to raised long-terminterest rates during the
period.Vasakronan opted for early redemption of interest-rate
derivatives for anominal value of SEK 2,250 million (=) during the
period. With that, a previously recognised loss of SEK 192 million (-)
was realised. At the same time, new interest-rate derivatives were
entered into with longer maturities and at current interest rates.

Tax

The Group reported a total tax expense of SEK 645 million (expense:
1,912). Of the tax expense for the period, SEK 176 million (expense:
175) was current tax and SEK 469 million (expense: 1,737) was de-
ferred tax resulting from temporary differences primarily attribut-
abletoinvestment properties and financial instruments. The change
indeferred tax between the years was due to the restatement of the
deferred tax liability at the tax rate of 20.6% in accordance with the
government’s decision to change the corporate tax rate from 1 Janu-
ary 2019. The restatement entails a positive nonrecurring impact of
SEK 1.1 billion on deferred tax. After adjustment for the nonrecur-
ring effect, the effective tax rate amounted to 18% (22).

Vasakronan has atax policy that has been established by the Board
toensure that taxissues are managed in a societally responsible way.
For more information onVasakronan’s tax policy, please see Vasa-
kronan’s website and the sectionon GRI.

Atthe end of the period, Vasakronan was not involved in any tax
litigation.

The average fixed-interest tenor rose to 4.4 years (3.9) and the loan-to-maturity was unchanged at 3.8 years (3.8).

Fixed-interest

Loan-to-maturity

Maturity date SEKm Share, % SEKm Share, %

O-1vyear 24,830 41 15,525 25
1-2vyears 1,929 6,771 11
2-3years 2481 10,779 18
3-4years 3,087 5 7,055 12
4-5years 2,500 4 3,765 6
5yearsor more 26417 43 17,349 28
Total 61,244 100 61,244 100

1) The subscription commitment from owners of SEK 18,000 million and cash and cash equivalents of SEK 2,008 million corresponded to a total of 139% of loans maturingin the next 12 months,

see page 10 for more information.

Financial risks Improved interest coverage ratio
Financial Actual, multiple
policy in brief 30Sep2018 5
Financing risk
Loan-to-maturity min. 2 years 3.8 4
Loans maturing, 12 months max. 40% 25% 3
Credit commitments and cash/loans min. 100% 130% 2
maturing 12 months .
Interest-rate risk 0
Interest coverage ratio min. 2.0x (LTM) 4.3 14 15 16 17 18
Fixed-interest period min. 2 years 4.4 January-September
Interest maturity within max.55 % 41%
12 months
Creditrisk
Counterpart’s rating min. A-, or BBB+with CSAs met

Currency risk

Currency exposure

During the quarter, Vasakronan’'s Board adopted a
new financial policy that, inter alia, imposes further
limits oninterest risk.

No exposure met
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Consolidated balance sheet

Amounts in SEK million 30Sep 2018 30Sep 2017 30Jun2018 30Jun2017 31Dec2017
ASSETS
Non-current assets
Intangible assets 2,098 2,165 2,109 2,165 2,145
Property, plant and equipment (PPE)
Investment properties 134,303 122,999 133,518 121,403 126,875
Equipment 45 49 48 51 46
134,348 123,048 133,566 121,454 126,921
Financial assets
Shares and participations in joint ventures 203 369 368 370 368
Derivatives 537 338 636 323 242
Other non-current receivables 58 157 57 298 313
798 864 1,061 991 923
Total non-current assets 137,244 126,077 136,736 124,610 129,989
Current assets
Accounts receivable 23 36 15 30 20
Receivables from joint ventures 26 141 0 131 1
Derivatives 51 28 71 29 33
Other current receivables, prepaid expenses and accrued income 973 950 1,293 870 817
Cash and cash equivalents 2,152 2,963 2,008 2,724 1,423
Total current assets 3,225 4,118 3,387 3,784 2,294
TOTALASSETS 140,469 130,195 140,123 128,394 132,283
EQUITY AND LIABILITIES
Equity 56,279 48,950 54,652 47,438 51,377
Non-current liabilities
Non-currentinterest-bearing liabilities 45,719 46,095 47,934 43,863 44,711
Deferred tax liability 17,293 16,099 17,047 15,728 16,824
Derivatives 2,076 2,915 2,358 3,144 2,699
Other non-current liabilities 342 154 433 155 55
Provision for pensions 80 75 82 77 86
Total non-current liabilities 65,510 65,338 67,854 62,967 64,375
Current liabilities
Currentinterest-bearing liabilities 15,525 12,963 14,381 15,093 13,710
Accounts payable 129 109 53 55 124
Liabilities joint ventures 12 - 144 - 17
Current tax liabilities 149 149 52 97 80
Derivatives = 10 = 20 3
Other current liabilities, accrued expenses and deferred income 2,865 2,676 2,987 2,724 2,597
Total current liabilities 18,680 15,907 17,617 17,989 16,531
TOTALEQUITY AND LIABILITIES 140,469 130,195 140,123 128,394 132,283
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Comments on the consolidated balance sheet

Intangible assets
Intangible assets primarily consist of goodwill. Goodwill has arisen
fromthe recognition of deferred tax on property at the nominal
tax rate onthe date of the business combination, while the tax rate
applied when calculating the purchase price for the acquisition was
lower than the nominal rate. At 30 September, goodwill was SEK
1,998 million (2,065), and the decline was primarily due to the sale
of properties.

Theremaining portion of intangible assets comprised the value
of the Vasakronan brand, which amounted to SEK 100 million (100).

Investment properties

At 30 September 2018, based on internal appraisals, the estimated
market value of Vasakronan’s property portfoliowas SEK 134,303
million compared with SEK 126,875 million at year-end 2017. The
change invalue during the period was SEK 6,692 million (5,662) and
the remaining change in the market value comprised net invest-
ments. Achange inthe yield requirement of +/- 0.25 percentage
points would have a negative impact of 5.2/5.9% on the value of the
current property portfolio.

The valuations were performed pursuant to the RICS Red Book
and apply the same methodology as previous valuations. Market
valueis influenced by property-specific events, such as new and
renegotiated leases, properties being vacated and investments.
Consideration has also been taken for any assessed changes in

Higher property values

market rents and yield requirements. A more comprehensive
description of Vasakronans property valuation methodology is avail-
able onpage 97 of Vasakronan’s 2017 Annual Report.

Vasakronan has set high goals for environmental certification of its
property portfolio. It aims to eventually obtain certification for all of
its properties and at 30 September 2018, 85% (83) of the portfolio
had environmental certification.

Property projects

Ongoing property projects have a total investment volume of SEK
10,284 million (7,936), of which SEK 3,465 million (2,054) had been
capitalised as of 30 September. The occupancy rate for major proj-
ectswas 38% (43) at the end of the period.

During the quarter, the redevelopment and extension of the lower
portion of the Lappstiftet property was completed. The project
included increasing the amount of space and opening an entrance,
known as Alvporten, facing the river. In total, the project encom-
passed 9,000 square metres, of which 6,000 square metres are let
to Collector Bank.

During the quarter, Vasakronansigned a 15-year agreement with
Engelska Skolanfor the Diktaren property in Solnaregarding the
start of school operations ahead of the 2020/2021 academic year.
Giventhe above, project planning for the redevelopment has now
started. The planned redevelopment encompasses 6,400 square
metres and the investment is estimated at SEK 115 million.

In conjunctionwith the sale of the Garda 18:23 property in
September, the almost completed redevelopment project in the
property was essentially completed. The total investment in the

SEKm 2018 2017 project was SEK 184 million.
Opening value, 1January 126,875 115,922
Investments 2,383 1,729
Acquisitions, consideration 534 -
Sales, consideration -2,181 -315
Changeinvalue 6,692 5,662
Closing value, 30 September 134,303 122,999
Large investments in property projects
Areaof Estimated

Totalinvest-  Capitalised, Share premises, completion  Occupancy Environmental
Location Property ments, SEKm SEKm capitalised, % sg.m. date rate, %! certification
Stockholm Sergelhuset 3,700 1,226 33 56,500 Dec2021 4 LEED
Gothenburg Platinan 2,600 462 18 52,900 Dec 2021 47 LEED
Stockholm Nattugglan, block 2 800 54 7 15,000 Jun2021 80 LEED
Malmd Priorn 5 580 266 46 13,200 Apr 2020 47 LEED
Uppsala Kronasen 1:1 Celsius 420 58 14 10,150 Dec 2020 82 LEED
Stockholm, Frésunda Hilton 7 390 345 88 11,000 Sep 2019 14 LEED
Stockholm, Solna Strand Noten, part of phase 2 214 82 38 3,500 Jan2020 0 LEED
Stockholm Styrpinnen 15 190 79 42 3,650 Sep 2019 0 LEED
Stockholm, Solna Diktaren 115 1 1 6,400 Aug 2020 100 LEED
Gothenburg Bohusgatan 109 79 72 5,400 Dec2018 100 LEED
Total major property projects 9,118 2,652 29 38
Other projects 1,166 813
Total 10,284 3,465

1) Calculated based on area.

2) Pertains to the property’s prior certification. The project pertains to part of the property and separate certification of the project will not occur.
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Comments on the consolidated balance sheet (cont)

Deferred tax

From and including the quarter, deferred taxis calculated using a
nominal rate of 20.6% on differences between the carrying amount
and tax base of assets and liabilities. At 30 September 2018, the
deferred tax liability was SEK 17,293 million (16,099) and pertained
primarily to investment properties. The main reason for the change
was the higher market value of the properties. In parallel, the tax
liability has declined SEK 1.1 billion now that the tax is calculated

at 20.6%rather than 22%.

Liabilities, and cash and cash equivalents

Interest-bearing liabilities, net of cash and cash equivalents,
increased to SEK 59,092 million (56,095). The average loan-to-
maturity increased to 3.8 years (3.8) and the average loan-to-
maturity taking into consideration unutilised credit commitments
increasedto 4.2 years (4.4). The proportion of loans maturing within
the next 12 monthsincreasedto 25% (22), and the share of loans
maturingin five years or more rose to 28% (23) of interest-bearing
liabilities, primarily attributable to increased borrowing with longer
maturities.

Vasakronan strives to diversify borrowing by allocating across
several different sources of funding. All borrowing in the capital
markets isunsecured. At the end of the period, the share of capital
market financingwas 73% (68) and the share of bank financing was
27% (32). Secured bank loans fell to 8% (12) of the Group’s total
assets during the period and the total volume of secured bank loans
amounted to SEK 11,885 million (16,271).

During the period, the company issued bonds for SEK 7.7 billion
(7.6) inthe Swedish capital market, and for NOK 3.05 billion (2.8) in
the Norwegian capital market. No secured bank loans were raised
duringthe period (3.2).

The credit facility from the First, Second, Third and Fourth Swedish
National Pension Funds, whereby there is an undertaking to supply
Vasakronan with funding by purchasing the company’s commercial
paper, amounts to SEK 18 billion with a notice period of two years.
Cashand cash equivalents of SEK 2,152 million (2,963) and the
unutilised credit facility together correspond to 130% (177) of loans
maturing over the next 12 months or all loan maturities through the
next 19 months.

Green financing

Vasakronan updated its framework for green funding during the
period. The new framework enables raising funds from the majority
of funding sources where the funds raised are earmarked for invest-
ments that help lower energy consumption and reduce environmen-
talimpact. In September, Vasakronanissued the world’s first green
commercial paper under the framework. The commercial paper is
listed on Nasdaq Stockholm’s new green commercial paper list.

Green funding under the framework
AmountsinSEK

million
Green commercial paper 936
Green bonds 13,999
Greenbonds, NOK 597
Total volume of green financial instruments 15,532
Total volume of green assets — green pool 22,960
Remaining approved borrowing capacity 7,428

In addition to commercial paper and bond funding operations under
this framework, Vasakronan has green unsecured loans with the
Nordic Investment Bank and the European Investment Bank that
total SEK 4,827 million (2,790).

The percentage of green funding consisting of green bonds, green
commercial paper and green loans increased during the period to
33% (16) of the total loan portfolio.

During the period, Moody’s completed an assessment of the green
bonds, whichresulted inthe top rating of GB1 (Excellent).

Equity

Equity increased during the period to SEK 56,279 million (48,950)
due to positive comprehensive income of SEK 8,902 million (6,833).
The equity/assets ratio was 40% (38) and the loan-to-value ratio was
42% (46).

Breakdown of funding sources

SEKm Loan limit Amount utilised Share, %
Commercial paper 25,000 6,338 10
Bonds 50,000" 27,661 45
Bonds, NOK? 10,533 17
Secured bank loans 11,885 11,885 20
NIBand EIB 4,827 4,827 8
Credit facility from owners 18,000 0 0
Total 61,244 100

1) Jointloan limit for EUR, SEK and NOK.
2) The amount corresponds to NOK 9,700 million and is fully hedged.
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Consolidated statement of changes in equity

Amounts in SEK million Share capital Other contributed capital Retained earnings Total equity
Equity, opening balance at 1Jan 2017 4,000 4,227 37,890 46,117
Profit for the year - - 9,269 9,269
Other comprehensive income - - -9 -9
Comprehensive income for the year - - 9,260 9,260
Dividends - - -4,000 -4,000
Equity, closing balance at 31 Dec 2017 4,000 4,227 43,150 51,377
Equity, opening balance at 1Jan 2018 4,000 4,227 43,150 51,377
Profit for the period - - 8,902 8,902
Other comprehensive income - - - -
Comprehensive income for the period - - 8,902 8,902
Dividend - - -4,000 -4,000
Equity, closing balance at 30 Sep 2018 4,000 4,227 48,052 56,279
Loan-to-value (LTV)ratio Equity/assetsratio
% %
50 — 40
40 — 30 —
30 —

20 —
20 —
10 — 10 —

0 14 15 16 17 18 0 14 15 16 17 18

At 30 September At 30 September
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Consolidated cash-flow statement

Jan-Sep Jan-Sep Jul-Sep Jul-Sep Oct2017- Jan-Dec
Amountsin SEK million 2018 2017 2018 2017 Sep 2018 2017
Operating activities
Net operatingincome 3,616 3,499 1,220 1,168 4795 4,678
Central administration -70 -69 -19 -23 -98 -97
Add back amortisation and depreciation 9 11 3 4 13 15
Adjustment for other non-cashitems -6 -6 -1 -1 —7 -7
Cash flow from operating activities before
interest and tax 3,549 3,435 1,203 1,148 4,703 4,589
Interest paid -776 -848 -271 -312 -1,121 -1,193
Interest received 2 1 1 0 3 2
Taxes paid -83 -12 0 -4 -86 -15
Cash flow before changes in working capital 2,692 2,576 933 832 3,499 3,383
Increase (-)/decrease (+) in operating receivables -182 -265 113 88 105 22
Increase (+)/decrease (-) in operating liabilities 180 194 -267 22 49 63
Cash flow from operating activities 2,690 2,505 779 942 3,653 3,468
Investing activities
Investments in existing property -2,383 -1,729 -746 -639 =& a7 -2,543
Property acquisitions -534 - -285 - -1,583 -1,049
Property divestments 2,181 315 1,146 0 2,478 612
Other PPE, net =7 -5 0 -1 =7 -5
Dividends from joint ventures 162 - 162 - 162 -
Cash flow from investing activities -581 -1,419 277 -640 -2,147 -2,985
Cash flow after investing activities 2,109 1,086 1,056 302 1,506 483
Financing activities
Dividends and Group contributions -4,000 -4,000 0 0 -4,000 -4,000
Raised debt: interest-bearing liabilities" 27,311 33,633 7,727 7,998 34,531 40,853
Repayment of debt: interest-bearing liabilities® -25,080 -29,647 -8,707 -8,018 -32,777 -37,344
Changeincollateral? 581 -256 175 -43 480 -357
Redemption of financial instruments -192 - -107 - -551 -359
Cash flow from financing activities -1,380 -270 -912 -63 -2,317 -1,207
Cash flow for the period 729 816 144 239 -811 -724
Openingbalance, cash and cash equivalents 1,423 2,147 2,008 2,724 2,963 2,147
Cash flow for the period 729 816 144 239 -811 -724
Closing balance, cash and cash equivalents 2,152 2,963 2,152 2,963 2,152 1,423

1) From Q1 2018, commercial paper issued or redeemed is recognised gross.
The comparative figures have been restated.

2) From Q2 2018, credit support annexes (CSAs) have been reclassified from working capital to financing activities.

The comparative figures have been restated.
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Comments to the consolidated cash-flow statement

Cashflowfromoperating activities before interest and taxes
increased SEK 114 million to SEK 3,549 million (3,435). The increase
was primarily attributable to higher net operating income. Cash flow
fromworking capital improved SEK 69 million, which was mainly due
toanincreasein accounts payable as aresult of project operations.
Cashflowfromoperating activities after changes in working capital
increased to SEK 2,690 million (2,505).

Investments in existing properties increased during the period to
SEK 2,383 million (1,729) due to major investments in projects. Cash
flow from the purchase and sale of properties posted a net improve-
ment of SEK 1,647 million (315) due to increased property sales.

Stable cash flow from operating activities

SEK'm

3,000

2,000

- I I

0

2014 2015 2016 2017 2018
Cashflow after investing activities thus amounted to SEK 2,109 mil-
lion (1,086). January-September
Intotal, net borrowing for the year amounted to SEK 2,231 million Cash flow from operating activities before changes in working capital
(8,986). The redemption of financial instruments had a negative M Cash flow after investing activities
impact on cash flow from financing activities of SEK 192 million (O).
Intotal, cash and cash equivalents increased SEK 729 million (816)
and totalled SEK 2,152 million (2,963) at the end of the period.
Property divestments
Purchase price,
Property City Buyer SEKm Transfer date
Primus 1 Stockholm Oscar Properties/ 931 Mar 2018
Starwood Capital
Solna Jarva 2:28,2:35,2:36 Solna M 129 Mar 2018
SolnaJarva 2:29,2:37,2:38 Solna M 126 Jul2018
Garda 18:23 and Garda 18:24 Gothenburg Platzer 1,068 Sep2018
Total property value 2,254
Acquisition-related costs, such as stamp duty and other transaction costs,
as well as deduction for deferred tax -72
Total purchase price 2,181
Agreed divestments to be completed
Smedjan 13and 15 Lund Trianon 88 Dependent on
detailed develop-
ment plan
Property acquisitions
Purchase price,
Property City Seller SEKm Occupancy
Priorn 5 Malmo The City of Malmo 78 Feb 2018
Part of Midsommarkransen 1:1 Stockholm The City of Stockholm 31 Apr2018
SolnaJarva 2:29,2:37,2:38 Solna Jarvastaden 137 Jun2018
Dragarbrunn 18:3 Uppsala SEB Trygg Liv 285 Aug 2018
Total property value 530
Acquisition-related costs, such as stamp duty and other transaction costs,
as well as deduction for deferred tax 4
Total purchase price 534
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VASAKRONAN INTOTAL Jan-Sep Contracted rent by Contracted rent by
geographic market property type

2018 2017

Market value, SEKm 134,303 122,999 ‘

Rental revenue, SEK m 5,006 4,836 B Stockholm, 62% Offices, 74%

Net operatingincome, SEKm 3,616 3,499 Gothenburg, 19% B Retail 18%

Surplusratio, % 72 72 M Oresund, 12% M Other, 8%

Occupancy rate, % 93 93 Uppsala, 7%

Number of properties 176 178

Area, thousand sg. m. 2,382 2,420

Environmental certification, % 85 83

STOCKHOLM Jan-Sep Stockholm’s share of the total Stockholm by property type
2018 2017

Market value, SEK m 88,105 79,455 ‘

Rental revenue, SEK m 3,089 2,999 m 2% ‘ Offices, 81%

Net operating income, SEK'm 2,244 2,167 B Retail, 12%

Surplus ratio, % 73 72 B Other, 7%

Occupancy rate, % 92 92

Number of properties 79 78

Area, thousand sg. m. 1,395 1,413

Environmental certification, % 81 77

GOTHENBURG Jan-Sep Gothenburg’s share of the total Gothenburgby property type
2018 2017

Market value, SEK m 24,786 23,262 ‘

Rental revenue, SEK m 961 929 19% ‘ Offices, 59%

Net operating income, SEK'm 727 717 B Retail 33%

Surplus ratio, % 76 77 B Other, 8%

Occupancy rate, % 96 97

Number of properties 34 36

Area, thousand sg. m. 402 423

Environmental certification, % 94 94

ORESUND Jan-Sep Oresund’s share of the total Oresund by property type
2018 2017

Market value, SEKm 13,240 12,697 ‘

Rental revenue, SEK m 568 562 = 12% ‘ Offices, 64%

Net operatingincome, SEKm 367 374 B Retail 24%

Surplus ratio, % 65 67 B Other, 12%

Occupancy rate, % 89 89

Number of properties 38 37

Area, thousand sg. m. 351 353

Environmental certification, % 97 97

UPPSALA Jan-Sep Uppsala’s share of the total Uppsala by property type
2018 2017

Market value, SEK m 8,171 7,585 ‘

Rental revenue, SEKm 388 346 7% Offices, 68%

Net operating income, SEK'm 278 241 M Retail, 19%

Surplus ratio, % 72 70 B Other, 13%

Occupancy rate, % 98 96

Number of properties 25 27

Area, thousand sg. m. 234 231

Environmental certification, % 77 79

Pertains to share of contracted rent

Pertains to share of contracted rent
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Vasakronan AB - Parent Company in summary

Income statement Balance sheet
Amountsin SEK million Jan-Sep 2018 Jan-Sep 2017 Amounts in SEK million 30Sep 2018 30Sep 2017
Net sales 350 324 ASSETS
Operating expenses -434 -404 Non-current assets
Capital gainon sales 334 - Equipment 13 21
EBIT 250 -80 Shares and participations in subsidiaries 30,480 30,456
Receivables from subsidiaries 7,796 10,196
Financial items Shares and participations injoint ventures 1 1
Profit from participations in subsidiaries 5975 1,612 Deferred tax assets 168 346
Netinterest -792 -847 Derivatives 537 338
Change invalue of financial instruments 170 535 Non-current receivables 54 153
Profit before tax 5,603 1,220 Total non-current assets 39,049 41,511
Tax 56 -21 Current assets
Profit for the period 5,659 1,199 Receivables from subsidiaries 33,849 27,556
Derivatives 51 28
Statement of comprehensive income Currentreceivables /98 682
Cashand cash equivalents 2,150 2,961
Profit for the period recognised Total current assets 36,848 31,227
inprofitor loss 5,659 1,199
Other comprehensive income = - TOTAL ASSETS 75,897 72,738
Total comprehensive income
for the period 5,659 1,199  EQUITY ANDLIABILITIES
Equity 10,859 8,138
Untaxed reserves 186 44
Parent Company
The operations of the Parent Company, Vasakronan AB (publ), con- Liabilities
sist of Group-wide functions and providing an organisation for the Interest-bearing liabilities 61,244 59,058
management of properties owned by subsidiaries. The Parent Derivatives 2,076 2,925
Company does not directly own any properties. Non-interest-bearing liabilities 936 538
The Parent Company’s revenue for the period was SEK 350 million Liabilities to subsidiaries 596 2,035
(324), which primarily consists of the Parent Company’s invoices to Total liabilities 64,852 64,556
the subsidiaries for services rendered. The change in the value of
financial instruments was SEK 170 million (535). Profit before tax TOTALEQUITY AND LIABILITIES 75,897 72,738

was SEK 5,603 million (1,220) and was attributable to increased
dividends from subsidiaries. Closing cash and cash equivalents

amounted to SEK 2,150 million (2,961).



VASAKRONAN INTERIM REPORT JANUARY-SEPTEMBER 2018

Otherinformation

Personnel

The number of employees at the end of the period was 310 (348). The
decrease was due to anumber of employees in the technical organisation
transferringon 1 February to Coor, which will assume more responsibil-
ity for certainservices.

Risks and uncertainties

The Board of Directors and the CEO continuously strive to achieve the
desiredrisk profile, based on the policy established by the Board. The
policy contains uniform methods for identifying, valuing, taking responsi-
bility for, managing and reporting risks. Vasakronan’s risks are described
inthe 2017 Annual Report on pages 64-67. Thereafter, no material
changes have occurred that affect the Board's and the CEO’s assess-
ment.

On 13 June, the newtax rules for the business sector bill was adopted.
The actentails, inter alia, the introduction of a limit for interest deduc-
tions, meaning that legal entities may only make tax deductions for net
interest expenses of up to 30% of taxable profit before depreciation, net
interestincome and tax. Vasakronanis analysing the effects of these lim-
itsonthe company. The act also means that corporate tax will be lowered
intwo stages from 22%t021.4%in 2019 andto 20.6%in 2021. The
restatement of Vasakronan's deferred tax liability at 30 June 2018
resultedin a positive earnings impact of SEK 1.1 billion.

Estimates and assessments

The preparation of financial statements in accordance with generally
accepted accounting principles requires that the management makes
assessments and assumptions that affect the amounts recognised in

the accounts for assets, liabilities, income and expenses, as well as other
information disclosed. The actual results may deviate from these assess-
ments. The financial statements are particularly sensitive to assessments
that provide the basis for the valuation of the investment properties.
Refer to page 93 of Vasakronan's 2017 Annual Report for the sensitivity
analysis.

Related-party transactions
Information pertaining to Vasakronan's related-party transactions is
provided in Note 34 of Vasakronan’s 2017 Annual Report. At the end of
the period, the Third Swedish National Pension Fund held bonds issued
by Vasakronanto avalue of SEK 90 million as well as SEK 250 millionin
commercial paper.

There were nosignificant related-party transactions during the year.

Accounting policies
Thisinterimreport has been prepared inaccordance with IAS 34 Interim
Financial Reporting and the Swedish Annual Accounts Act. Comparative
figuresin parentheses pertain to the corresponding amounts for the
same period last year. The same accounting policies, valuation principles
and calculation methods as the ones used in the most recently issued
annual report have been applied. Refer to Vasakronan’s 2017 Annual
Report, pages 90-93.

From 1 January 2018, IFRS 15 Revenue from Contracts with Cus-
tomersand IFRS 9 Financial Instruments are applied. However, none of

these standards had any impact onthe Group’s opening balances as of
1 January 2018.

Vasakronan'’s activities have been organised according to the geo-
graphic regions of Stockholm, Gothenburg, Oresund and Uppsala. These
regions thus represent the four operating segments used for reporting
purposes. Refer to page 94 of Vasakronan’s Annual Report.

Derivatives are valued at fair value in the balance sheet and other
financial instruments at amortised cost. For interest-bearing liabilities,
which consist of bonds, bank loans and commercial paper, fair values differ
from the recognised amortised cost. Fair value is established using the
currentyield curve along with a borrowing margin and is included in the
calculation of NNNAV.

Derivatives are valued inaccordance with level 2 in the fair value hier-
archy. For all derivatives, ISDA agreements are in place that allow of fset-
ting of payables and receivables from the same counterparty in the event
of insolvency.

Investment properties are recognised at fair value in accordance with
level 3inthe fair value hierarchy.

The Parent Company applies the Annual Accounts Act and RFR 2
Accounting for Legal Entities.

New standards that have not yet entered into force or been adopted
IFRS 16 Leases enters force from 1 January 2019 and replaces IAS 17.
Under the new standard, assets and liabilities must be recognised for all
leases unless the lease termis 12 months or less or the underlying asset
has alow value. Vasakronan’'s assessment is that the main impact will be
onthe accounting for ground rent agreements, which will affect the
accounts inthe formof aconsequential increase in total assets, inrec-
ognised net operating income and in interest expense. At the end of the
period, the number of ground rent agreements totalled 13 and, for 2017,
total ground rents amounted to SEK 165 million. Refer to Vasakronan'’s
2017 Annual Report, Note 6 on page 95. Estimates of the expected
effectsof IFRS 16 are being prepared.

Alternative performance measures
Vasakronan applies the ESMA guidelines for Alternative Performance
Measures (APMs). APMs are financial metrics that are not defined in
IFRS or the Annual Accounts Act. All APMs must be explained, together
with the underlying reason why they are used. A breakdown onhow the
performance measure is calculated must also be given wheninformation
(not provided inthe balance sheet or income statement) is required for
the calculation.

The APMs used inVasakronan'sinterim report are defined and moti-
vated on page 19. Page 18 alsoincludes a breakdown on specific perfor-
mance measures where thisis required.

Events after the end of the period

After the end of the period, Vasakronan established an Euro Medium
Term Note programme (EMTN programme). The EUR 6 billion pro-
gramme enables Vasakronan to issue bonds in several markets and
currencies, thereby further broadening the funding base.

Stockholm, 8 November 2018

Fredrik Wirdenius
Chief Executive Officer

For more information about this interim report, please contact: Christer Nerlich, Chief Financial Officer
Telephone: +46 (0)8 566 205 40, E-mail: christer.nerlich@vasakronan.se
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Auditor’s report

Report of review of the interim financial information (interim report) prepared in accordance

with IAS 34 and the Swedish Annual Accounts Act

Introduction

We have reviewed the interim financial information (interim report)
of Vasakronan AB as of 30 September 2018 and the nine-month
period then ended. The board of directors and the CEO are responsi-
ble for the preparation and presentation of the interim financial
informationin accordance with IAS 34 and the Swedish Annual
Accounts Act. Our responsibility is to express a conclusion on this
interim reportbased onour review.

Scope of Review

We conducted our review in accordance with the International Stan-
dard on Review Engagements ISRE 2410, Review of Interim Report
Performed by the Independent Auditor of the Entity. A review con-
sists of makinginquiries, primarily of persons responsible for finan-
cialand accounting matters, and applying analytical and other review

procedures. Areview is substantially less in scope than an audit con-
ducted inaccordance with International Standards on Auditing, ISA,
and other generally accepted auditing standards in Sweden. The pro-
cedures performed in areview do not enable us to obtain assurance
that we would become aware of all significant matters that might be
identified inan audit. Accordingly, we do not express an audit opinion.

Conclusion

Based onour review, nothing has come to our attention that causes
us tobelieve that the interim reportis not prepared, in all material
respects,inaccordance with IAS 34 and the Swedish Annual
Accounts Act, regarding the Group, and with the Swedish Annual
Accounts Act, regarding the Parent Company.

Stockholm, 8 November 2018

Ohrlings PricewaterhouseCoopers AB

Helena Ehrenborg
Authorized Public Accountant
Lead partner

Daniel Algotsson
Authorized Public Accountant
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Jan-Sep Jan-Sep Jul-Sep Jul-Sep Oct2017- Jan-Dec
2018 2017 2018 2017 Sep2018 2017
Property-related information
Closing economic occupancy rate, % 92.8 92.7 92.8 92.7 92.8 93.1
Surplus ratio, % 72 72 73 73 72 72
Investments in existing projects, SEKm 2,383 1,729 746 639 3,197 2,543
Property acquisitions, SEK m 534 - 285 - 1,583 1,049
Property divestments, SEK m -2,181 -315 -1,146 - -2,478 -612
Netinvestments, SEK m 736 1414 =ilil5 639 2,302 2,980
Closing market value of property, SEK m 134,303 122,999 134,303 122,999 134,303 126,875
Closing area, thousand sg. m. 2,382 2,420 2,382 2,420 2,382 2,430
Closing number of properties 176 178 176 178 176 179
Environmental certification at closing date, % 85 83 85 83 85 84
Energy intensity on closing date, kWh/m? 104 103 104 103 104 100
Financial metrics
Interest coverage ratio, multiple 44 3.9 4.3 3.9 4.3 3.9
Closing equity/assets ratio, % 40 38 40 38 40 39
Closing loan-to-value ratio, % 42 46 42 46 42 43
Average fixed-interest tenor, years 4.4 3.9 4.4 3.9 4.4 4.5
Average loan-to-maturity?, years 38 38 3.8 3.8 38 38
Closing NAV, SEK m¥ 73,062 65,543 73,062 65,543 73,062 68,581
Closing NNNAV, SEK m?) 66,068 58,946 66,068 58,946 66,068 60,872
Closing average interest rate, % 1.7 1.8 1.7 1.8 1.7 1.7
Closing net interest-bearing liabilities, SEK m 59,092 56,095 59,092 56,095 59,092 56,998
Cash flow before changes in working capital, SEK m 2,692 2,576 933 832 3,499 3,383
FFO/net debt, % 6.1 6.2 6.1 6.2 6.1 6.1
Other
Closing number of employees 310 348 310 348 310 349
Basis for key metrics
1) NAV, SEKm
Equity 56,279 48,950 56,279 48,950 56,279 51,377
Add back goodwill -1,998 -2,065 -1,998 -2,065 -1,998 -2,045
Add back derivatives 1,488 2,559 1,488 2,559 1,488 2,426
Add back recognised deferred tax 17,293 16,099 17,293 16,099 17,293 16,824
73,062 65,543 73,062 65,543 73,062 68,581
2)NNNAV, SEKm
Equity 56,279 48,950 56,279 48,950 56,279 51,377
Add back goodwill -1,998 -2,065 -1,998 -2,065 -1,998 -2,045
Add back recognised deferred tax 17,293 16,099 17,293 16,099 17,293 16,824
Deferred tax at fair value -5,126% -3,770° -5,126% -3,770% -5,126% -4,9334
Adjustment of interest-bearing liabilities to fair value -380 -268 -380 -268 -380 -351
66,068 58,946 66,068 58,946 66,068 60,872

3) Excluding unutilised credit commitments.

4) Calculated on the basis of a 30% current tax rate, i.e. 6.2%.
5) Calculated on the basis of a 25% current tax rate, i.e. 5.5%.
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Definitions

Area,sq.m.
Lettable area, not including garages and park-
ing spaces on the closing date.

Loan-to-value (LTV)ratio, %
Netinterest-bearing liabilities divided by total
assetsonthe closing date. Intended as an indi-
cationof the company’s financial risk.

Central administration, SEKm

Costsatthe Group level that are not directly
related to property management, such as costs
associated with the Group management team,
property investments, financing and central
marketing.

Net operatingincome, SEKm

Rental revenue less operating expenses,
repairs and maintenance, property administra-
tion, property tax and ground rent. Intended as
anindication of the current earnings in prop-
erty management activities.

Energy performance, kWh/sq.m.

The annual total for energy consumption,
adjusted tothe level of anormal year, from
heating, comfort cooling and property electric-
ity, divided by the temperate area (indoor area
for allfloors of a building that are heated to
more than 10°C). Reported energy perfor-
mance also includes some tenant electricity and
process cooling which, for technical reasons, is

not possible to remove from the calculation.

Property acquisitions, SEK m

Acquisition of investment properties Intended
as anindication of the company’s acquisitions
during the period.

Property divestments, SEKm
Divestment of investment properties.
Intended as anindication of the company’s
divestments during the period.

FFO/netdebt, %

Cashflow from operating activities before
change inworking capital for the last 12 months
divided by average interest-bearing liabilities,
net. It measures the portion of the company’s
net liabilities that can be paid by its cash flow
from operating activities.

Average loan-to-maturity, years

The volume-weighted remaining maturity on
interest-bearing liabilities and derivatives on
the closing date. Intended as an indication of
the company’s financial risk.

Averageinterestrate, %

The volume-weighted interest rate oninter-
est-bearing liabilities and derivatives on the
closing date. Intended as anindication of the
company’s financial risk.

Average fixed-interest tenor, years

The volume-weighted remaining maturity on
fixed-interest rates on interest-bearing liabili-
tiesand derivatives onthe closing date.
Intended as anindication of the company’s
financial risk.

Average remaining term to maturity, years
The total contract value of commercial facili-
ties divided by contracted rent for commercial
facilities.

Rental value, SEKm
Contracted rent plus the assessed market rent
forvacant premises.

Investments in existing projects, SEK m
Investments inongoing projects. Intended as
anindication of the company’s investment
volume.

Comparable property holdings
Propertiesincludedin holdings during the
entire reporting period, and during the entire
comparison period. Properties that were clas-
sified as development properties, or that were
acquired or sold during the reporting period or
comparison period are not included.

Contractedrent,SEKm
Total annual rent from contracts in effect as of
the closing date.

Contracted rent by property type
Contracted rent categorised according to the
assigned premises use, for each lease, broken
down as offices, retail and other. The category
“other”includes residential space, parking and
hotels.

Cash and cash equivalents, SEK m

Cash and bank balances, along with current
investments with maturities of less than three
months. Intended as an indication of the com-

pany’s liquidity.

Environmental certification, %

Total area of properties that have obtained cer-
tificationinaccordance with BREEAM, LEED
or Miljébyggnad, divided by the area for the
entire property portfolio,on the closing date.

NAV (Net asset value), SEK m

Recognised equity, adding back goodwill,
derivatives and deferred tax. The metric shows
the company’s EPRANAV, refer to the calcula-
tiononpage 18.

NNNAV (Triple net asset value), SEK m
Recognised equity adding back goodwill and
the fair value of loans, and adjusted for esti-
mated actual deferred tax. Calculated onthe
basis of a30% current tax rate. The metric
shows the company’s actual NAV, refer to the
calculation onpage 18.

Netinvestments, SEKm

The purchase price for property acquisitions,
alongwith investmentsin property projects,
less the consideration received from property
divestment. Intended as an indication of capital
investedin properties.

Net lettings, SEKm

Contractedrent for new lettings during the
period less contracted rent for leases where
notice of termination for move-out was
received during the period.

Profit before value changes and tax, SEKm
Net operatingincome less central administra-
tion, profit (loss) from participationsin joint
ventures and net interest. Intended as an indi-
cation of current earnings in the operations.

Net interest-bearing liabilities, SEK m
Interest-bearingliabilities less cash and cash
equivalents. Intended as an indication of the
company’s financial risk.

Netinterest, SEKm
Interestincome less interest expenses.

Interest coverage ratio, multiple

Net operatingincome plus central administra-
tion and profit (loss) from participations in joint
ventures divided by netinterest. Intended as
anindication of the company’s sensitivity to
fluctuationsininterest rates.

Equity/assets ratio, %

Equity divided by total assets on the closing
date. Intended as anindication of the company’s
financial stability

Occupancyrate, %
Contracted rentdivided by the rental value on
the closing date.

Surplusratio, %

Net operatingincome divided by rental reve-
nue. Intended as an indication of the current

earnings in property management activities.

Financial Calendar

Reports
Year-endreport 2018
Annual Report 2018

31Jan2019
Mar 2019

Further information about the
company is available on'Vasakronan'’s
website www.vasakronan.se



