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Q2: Largely stable as expected

Vasakronan had a stable and credit neutral Q2 report.
The unrealised value decline amounted to 1.4% in Q2
driven by 10bps sequentially higher yield
requirements due to a more uncertain transaction
market (limited evidence so far from the market). The
company’s credit metrics tightened slightly q/q,
although it benefitted from controlled investments
and no dividend distribution. In our view, Vasakronan
is in a stable position despite the challenging macro
environment.

Q2: Unrealised value decline of 1.4%:; rental market
appears rather stable so far

In Q2, Vasakronan’s rental income and NOI increased by 15% y/y and
13% y|y, respectively. Through June 2023, rental income in its
comparable portfolio grew by 13% (4% a year-earlier) mainly due to
indexation, but also thanks to completed projects and onward invoicing
of property tax. Net lettings were again negative in Q2, amounting to
SEK -49m (SEK -95m YTD). Vasakronan’s economic occupancy rate
declined negligibly g/q from 91.7% to 91.5% (of which 1% of the
vacancy is attributable to project developments). The result of
renegotiations for first two quarter among office leases amounted to
4% (versus 8% a year earlier) and for retail the result was a decrease



of 1% (0%). Commenting on the rental market, the company said that
occupier demand for Vasakronan’s premises has remained stable, even
if there is increased caution in the market among tenants making
decisions.

Regarding property revaluations, unrealised value changes amounted
to SEK -2,613m in Q2 (we expected SEK -3.6bn). The 1.4% value
decline reported corresponds predominantly to the higher yield
requirement, which increased 10bps q/q and stood at 4.19% as of end-
Q2. During this period, the entire property portfolio was externally
valued. Vasakronan’s yield requirement has increased by 48bp LTM
(back to early-2020 levels), while unrealised value changes are down
-8.3% since the peak.

Some deterioration in key credit metrics, yet they
remain in line rating requirements

The company reported some sequential changes in key credit metrics,
while the profit from property management increased by 3% y/y. Net
debt was unchanged qg/q, but the net LTV increased marginally from
40.5% to 40.8% on the back of recent property revaluations. Looking
at 12-month cash flow metrics, ND/EBITDA improved to c. 12x
meanwhile the ICR deteriorated from 4.4x to 4.0x on our calculations.
The average interest rate increased by 0.2% q/q to 2.6%. As of end-
Q1, the average debt maturity profile and fixed interest period were
5.5 and 3.7 years, respectively and the fixed interest maturity within
12 months amounted to 26% (47% a year earlier). Deciding to cancel
the dividend for the financial-year 2022 (distribution is normally made
during Q2) but Vasakronan has continued with its controlled
development portfolio, with SEK 748m invested during the quarter and
c. SEK 2.4bn in remaining investments among major projects. The
occupancy rate for major projects was 74 % as of end-Q2. As we noted
previously , Vasakronan’s A3/Stable rating was affirmed in April 2023,
and key metrics continues to be in line with the rating requirements.

Stable quarter and position despite a challenging
macro environment

Vasakronan reported an overall stable report in line with our
expectations. The company is in a relatively good position despite the
tougher macro environment, with rising interest rates putting pressure
on the sector's funding costs and property valuations. Nevertheless,
according to the company’s financial policy, no dividend distribution will



take place if the value of the properties declines, which is supportive.

Also, Vasakronan has recently worked to reduce its exposure to rising
interest rates while demonstrating good access to capital via both the
domestic and international bond markets.

Deviation between actual Q2 results and SEB DCM Research
estimates (SEKm)

Deviation table @222 Q322 Q4/22 Q123 Q2/23E @2/23 Q2 vs SEB.
Rental income 1990 2132 2143 2221 2260 2283 1%
NOI 1459 1472 1517 1580 15638 1451 1%
EBITDA 1430 1446 1484 1557 1603 1614 1%
FFO 1066 1211 1125 1083 1083 1010 7%
FOCF 399 1003 &5l 427 438 122
Interest expense 266 327 401 435 463 467 1%
Netinterest expense 265 319 381 409 445 432 3%
Investment properties 195809 194037 188317 183809 180825 181924 1%
Totaldebt 79 629 TB676 FT425 T6 447 76555 77230 1%
Netdebt 75 604 74809 T4 441 74358 73944 74 288 0%
Totaldebt | EBITDA (x) 14.5x 13,8x 13,3x 12,6x 12 3x 12 4x
Netdebt | EBITDA (x) 13,8x 13,1x 12,8x 12,3x 11 9% 11,9%
EBITDA [ netinterest (x) B.4x 5,3x 4,8x 4 4% 4,0x 4,0x
FFO /netdebt (%) 5.6% 5,9% 59% 6,0% 60% 6,0%
Gross LTV 40,7% 40,5% 41,1% 41,6% £42,3% 42,5%
NetLTV 38.6% 38.6% 39,5% 40.5% 40,9% 40,8%
Property Q2/22 Q322 Q422 Q123 Q2J23E Q2[23 DEV
Net acquisitions 0 150 393 0 0 0
Investments in existing properties 530 517 783 540 645 748
Property revaluation 10 246 2140 6111 5048 3630 2631
Yield 371% 382% 3.95% 4,09% £,17% 4.19%
Operating costs Q2/22 Q3/22 Q4[22 Q123 Q2/23E Q223
Central administration 29 26 33 23 35 37 6%
Running costs 197 215 234 249 224 223 0%
Repairs and maintenance 25 29 34 36 32 31 2%
Property administration 103 78 111 107 122 131 7%
Property taxes 166 298 207 209 199 207 4%
Leasehold rents 40 40 40 40 45 40 12%
Total property costs 531 660 626 641 622 632 2%

Source: Company data, SEB DCM Research estimate



Vasakronan's LTM financial accounts and forecast, SEB DCM
Research base case

Tekm G272 G327 Q427 QI3 wajes 7018 2019 2020 2021 2027 2023 3024k 2005¢
Fentl oo 7457 7937 B147  B4B6 779 &718 7040 7006 7425 B1&7 9091 9503 9773
Nl 5570 G664  GB08 6028 4220 4849 G060 5032 577 GE0B 4437 6728 99
ERITDA 8491 5709  BBE2 608D 4228 4942 D248 4041  B461  BEE2 4344 4430 4817
FFO 421 4 389 i B0, 458 & 444 5741 1809 1a08 4090 4 584 4 T84 4810 4528
WY o wth in reeal invcome [35] &% 5% 10% 13% 15% % = 0% 10% 11% 5% %
O b g (36) 73 % TN 7% % 2% 2% T% M 1% TN %
EBITDA margin (36) TI% 2% T1% T1% 71% T4% T5% T1% 71% 0% T T0%
It pinsg 4025 1082 1238 1429 1630 4046 113 1127 4238 1853 2046 2177
Mt interest rpeme 4021 -1071 1208 374 -1541 AM3 1131 1118 4208 1749 2006 2147
Mybricd | peede red interest [dnvdends o o 0 ] o 0 [} o o o 0 o
Adpted tarest expense 181 1281 1368 G4 4701 189 1278 1278 348 1927 2192 2338
investment properties 195800 194037 1B4117 1BZE06 181024 138934 184071 142430 1BISTS 188317 177485 174134 180213
Totsl debt a9 Teeve TT42% T6 44T 77350 41087 &6 638 &% 317 Tig3e 17425 742356 T3500 73250
Cashandequ valents. 4025 S8s7 2984 2089 2942 a2ns 351% 2558 p1v38 2984 2001 149% 1591
et cabt 75604 T4 g0 T4 441 743558 T4 288 58872 63123 &6 TS 70317 Ta a4l 72235 72005 71659
Hybria ] prete med debt [ capital o o 0 ] o 0 0 ° ] o o 0 ]
Adpsted dett 80759 TPV2 79592 TWS0B 79436 58872 68367 71923 75475 79SS2 77386 77156 76810
Secured dett 10143 10143 11131 11131 o 12907 11603 10971 7866 1113 11000 12500 13250
Equty 94896 PA0G4  B9TST  Bo4SE  BSI06 60271 70154 TOBY E5290 E9TET 82991  B14PG  BALOS
Adpsted equty 94096 BA044  B9TET  BAASE 85205 60271 70154 TFOB? BE290 9TAT B2091 B14P4  BAAOS
et detteaquity 170500 168875 164208 140816 159 i9% 119143 188279 137428 155407 164308 155224 153499 154264
Treas matrics Qazz  GBj2F G422 Ou2s  Gajas P01 2019 2020 2021 2022  Z023E  Z024E 2025
Total debt) EBITDA (x) 145x 138x 1535x 124z 124x 124 124x 14)0m 1335 117x 11.1x 10.7x
Mot et EBITDA (x) 138x 131x 1284 1232 115 11.5% 120 135« 128u 11 10,9x 105«
Adpsted debe | EBITDA (x) 143x 134x 15335 128« 12 4x 11 &x 1245 1ils 133x 119= 11 3x 110
EBITDA [interest (x] SAx 53% £7% 42x 3Bx 7% rm e 5.2x AT B 3.2x 3dx
EBITDA ne tintsrast (x) Bix 53x 480 I A% A7 aTn i 5.2x ABx fr 33 32
EBITDA adjusted inerest (x) 4Bx ™ 4,40 40 38x 438 a2n m o Ax Bdn B1x 30x
Fined charge coverage (x] 03x D.4n 0.5 Dz 05x 0.3 Ddx 0ix D.4x 05x Lén L3 32e
FFO j totd clett (%) 5.3 Bt 5% 5.8% 5% 62% 5.5% 52% 5.5% 5% &A% 65% 2%
FFO [ net debit (%) Bd% B 9% &.0% 00 L.4% 2% Ba%e Ly LAY L4% &A% &.5%
FFO | adiusted debit (%) 5.4% 5.7% 5.7% 5.8% S.8% b.6% 5.5% 5.2% 5.6% 5% L4% 6.2% &.1%
GrossLTV 0. 7% “0.5% 41.1% 41.6% A25% &4 D% 42.7% £0.7% 41.1% 418% 41.7%

Mot LTV 38.6%  386% 395%  ADS5%  A08% £24% A11%  387%  I395W 40T 409%

Adpsted LTV ADZ%  4DA%  4L1%  A21%  425% £2.4% A29%  A04%  ALI%  AZ3%  AZ6%

[epE— AA3%  ARIW  453%  AB2%  466% anan ABS%  A52%  ARIM  A6E%  469%

Adjuted deb | debit » ecuity AT ATAM  4BSSE  AD.A%  AE% DA% 23 ABSM  ABEW 40P 503N

Secured LTV B2%  EM%  EO%  Al%  00% PI%  Taw  AB% 4% BSW  A2% Tam

Equity ratio ABBM ABEML  ALDSC  A24% AL0% ALEM 4128 4D2%  ARBMC  ABOM  421%  41g%

Source: Company data,.SEB DCM Research eétimate

Quarterly rental income and NOI (SEKm)

2500 - 80%

70%

2000
60%

1500 50%
- 40%

1000 20%

20%
500

10%

0 . - 0%
LRI R T T TG I B K S VTV, VR, W
XA IR R R R S R LR R U2 U R AR R
A O P QR P O QP O

m=Rentalincome  mmMNetoperating income ~—NOI margin, % (rhs)

Source: Company reports



Property portfolio statistics (SEKm)
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Property portfolio composition by property type (%)
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Property portfolio composition by region (%)
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Breakdown of tenant by sector, % of contracted rent
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Historical evolution of net leasing per quarter (SEKm)
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Moody’s effective leverage and rating triggers
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Moody’s fixed charge coverage and current rating triggers
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Capital and interest binding (years)
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Debt maturity profile per end-Q2/23 (SEKm)
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Distribution of funding sources per end-Q2/23 (%)
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Interest maturity profile per end-Q2/23 (SEKm)
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Unless explicitly stated otherwise in this report, SEB expects (but does
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supervisory entity of Vasakronan, (b) has from time to time bought or
sold the securities issued by the company or options relating to the
company, and (c) SEB does not hold any short [ long position exceeding
0.5% of the total issued share capital of Vasakronan as of 30 Jun
2023.

SEB s, or has within the last 12 months been or expects in the next 3
months to be, party to an agreement relating to the provision of
investment banking services to Vasakronan or an affiliate, or has
received from it fees or the promise of fees in respect of such services.
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and/or underwriting of Vasakronan.

The analyst(s) responsible for this research (jointly with their closely
related persons) hold(s) O shares in Vasakronan and do(es) not have
holdings in other instruments related to the company.

Explanation of DCM Research recommendations

SEB derives its Recommendations from its appraisal of the credit
quality of the issuer and issue in combination with the market price.
The analyst may express a recommendation in various ways,
depending on the complexity of the issuer’s debt structure or the
complexity of the analysed instrument, including;:

1) Formal terminology

Overweight over the next six months we expect a position in this
instrument to exceed the relevant index, sector or benchmark.

Marketweight over the next six months we expect a position in this
instrument to perform in line with the relevant index, sector or
benchmark.

Underweight over the next six months we expect a position in this
instrument to underperform the relevant index, sector or benchmark.

2) An expression of relative value compared with instruments
or debt classes issued by peers or comparable entities.

3) A list of so called “Top Picks” from a group of issuers,
instruments or debt classes.



DCM Research recommendations are valid during the day of
publication only and are therefore not necessarily updated or adjusted
even if credit quality and market pricing have changed materially.

Methodology

SEB’s DCM Research makes it assessment of the creditworthiness of an
issuer based on the assessment of an issuer’s business risk profile as
well as its financial risk profile. The business risk profile includes
country risk, industry risk, competitive position, and profitability. The
financial risk profile includes financial policies, accounting, cash flow
adequacy, capital structure and liquidity. The outcome of the
assessment of the two risk profiles is weighed together for a final
overall assessment.

In addition to SEB’s credit assessment of creditworthiness, other
factors considered in a particular issuer include the credit ratings
assigned to a specific issuer by independent agencies, the value and
market price of its securities, macroeconomic factors such as interest
rates, promised coupon or yield of the specific instruments, and
historical spread developments.



