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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 q/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 q/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. 
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Vasakronan's LTM financial accounts and forecast, SEB DCM
Research base case
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Property portfolio statistics (SEKm)
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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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LTM leverage and interest coverage (x)
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Moody’s effective leverage and rating triggers
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