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Post-results

Q3 23: Strong financial position amid weakening rental market

Vasakronan delivered a credit-neutral report for Q3 23, with a solid operational
performance. Rental income and net operating profit rose substantially, while net
letting came in positive at SEK17m for the quarter. However, over the last 12
months, net letting was negative SEK85m; the company said that potential
tenants are increasingly cautious and that the rental market has become
increasingly soft, especially in H2 23. Property values declined by 0.8% in the
gquarter, making the decline 9% over the past five quarters. Despite the decline,
adjusted net LTV was unchanged from Q2 23 at 42%. Adjusted interest coverage
weakened slightly to 3.6x from 3.7x a quarter earlier. The metric thus remains
close to Moody’s 3.5x downgrade threshold. However, headroom is becoming
increasingly limited and we expect the metric to average around 3.5x over the
coming year. We continue to regard the company’s bonds as fairly valued and
maintain our Marketweight recommendation.

In Q3 23, Vasakronan'’s rental income and net operating income increased by 13% and
16% vyly, respectively. In a comparable portfolio, the figures were 11% and 13% yly.
The LTM NOI margin improved slightly to 74% from 73% a year earlier. Net letting in
the quarter came in at SEK17m, thereby breaking the previous trend of two consecutive
quarters with negative net letting. Although a positive movement, the company stated
that it is witnessing increasingly cautious potential tenants in a weakening rental market.
Occupancy decreased slightly to 91.1% from 91.5% in Q2 23.

Property value changes amounted to negative SEK1.5bn in the quarter, or -0.8%, as
the valuation yield was lifted by 5bp to 4.24%. Over the past five quarters, Vasakronan
has increased its average valuation yield by around 50bp, with a resulting -9% change
to property values. Despite the decline in the quarter, adjusted net LTV was unchanged
at 42% compared with Q2 23. We estimate that Moody’s debt/assets ratio was 40% at
the end of the quarter, and thus continues to have ample headroom to the 45%
downgrade trigger.

Key figures

SEKm Q322 Q223 Q323 yly a/q
Rental income 2,132 2,283 2,322 8.91% 1.71%
EBITDA (rep.) 1,488 1,592 1,757 18.08% 10.36%
Net income -832 -1,252 -647 -22.24% -48.32%
Investment properties 194,037 181,926 181,088 -6.67% -0.46%
Total debt 83,830 82,378 82,300 -1.83% -0.09%
Ratios Q322 Q223 Q323 yly a/q
Gross LTV 40.5% 42.5% 42.6% 2.1pp 0.1pp
LTM NOI margin 70.9% 74.1% 77.5% 6.6pp 3.4pp
LTM EBITDA interest coverage (x) 4.8 3.7 3.6 -1.2pp -0.1pp
Net debt/LTM EBITDA () 14.0 12.7 12.0 -1.9pp -0.6pp
Total debt/total capital 47.1% 49.2% 49.3% 2.2pp 0.2pp

Source: Company data, Danske Bank Credit Research
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Vasakronan’s reported interest coverage ratio declined to 3.8x from 4.0x a quarter
earlier. Our estimated adjusted interest coverage ratio came in at 3.6x, down from 3.7x
in Q2 23. Compared to most peers, the metric remains quite strong. Nevertheless, the
headroom to Moody’s 3.5x downgrade trigger is decreasing.

Declining interest coverage ratio could impact Moody's rating

In April 2023, Moody’s affirmed its ‘A3’ rating on Vasakronan, with a stable outlook.
According to the rating agency, the rating reflects, among other things, Vasakronan’s
high-quality property portfolio, healthy credit metrics, high share of environmentally
certified properties, and strong links to its owners — the First, Second, Third, and Fourth
Swedish national pension funds.

As higher interest rates keep feeding into Vasakronan'’s financial statements, we expect
adjusted interest coverage to decline slightly beyond Moody’s 3.5x downgrade trigger
by end-2024 (3.4x in our base case scenario). Consequently, we do not rule out that
Moody’s could change Vasakronan’s outlook to negative in H1 24.

Recommendation

Vasakronan benefits from its comparatively solid balance sheet and strong
relationships with its government-related owners. We expect these factors to support
the company in a real estate market that remains challenging. Even in a scenario where
funding conditions become increasingly difficult, we expect Vasakronan to be one of
few companies with access to several funding channels.

In our view, Vasakronan'’s credit profile remains strong relative to peers. However, we
believe this is already reflected in the company’s bond spread. Consequently, we see
Vasakronan’s bonds as fairly valued and maintain our Marketweight recommendation.
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Company summary
Company description Sales breakdown, segments
Vasakronan is one of Sweden's largest property companies. The property Uppsala, 8%

portfolio constitutes a mix of commercial properties in Sweden's largest cities.
The current company structure was formed following AP Fastigheter's (controlled
by the state-owned AP funds) acquisition of all shares of Vasakronan from the
Swedish government in 2008. The merged corporation changed its name to

s . . R . Gothenburg,
Vasakronan. The company’s strategy is focused on properties which provide a 17%
stable return over time, especially in Sweden's growth regions.

Malmé, 9%

Stockholm, 66%

Key credit strengths Key credit challenges
o High-quality properties, typically in strong locations e Earnings exposed to swings in economic cycles
e Strong ownership from government pension funds e Some, albeit manageable, exposure to project development
« Diversified tenant base with large portion of public sector tenants e Some sensitivity to interest rate movements, although mitigated by
e Proven access to debt capital markets strong balance sheet
Debt maturity profile Main shareholders
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Summary tables

Income statement (SEKm) 2020 2021 2022 2023E 2024E
Rental income 7,006 7,425 8,167 9,148 9,890
Other operating income 0 0 0 0 0
Total revenue 7,006 7,425 8,167 9,148 9,890
Total property related costs 1,817 1,892 2,199 2,343 2,596
Net operating income (NOI) 5,189 5,533 5,968 6,805 7,294
EBITDA 5,071 5,409 5,852 6,689 7,176
Net interest expenses 1,275 1,211 1,368 1,910 2,082
Profit from property management 3,571 4,379 4,325 4,665 5,087
Change in property values 1,083 15,255 4,917 -12,836 -13,822
Change in financial derivatives 167 938 1,291 -855 0
Other -219 193 -151 -108 0
Pre-tax profit 4,821 20,572 10,533 -9,026 -8,735
Current tax -203 -223 -135 -260 262
Deferred tax -903 -3,990 -1,932 1,754 415
Net income 3,715 16,359 8,466 -7,531 -8,058
Balance sheet (SEKm) 2020 2021 2022 2023E 2024E
Market value properties 162,420 181,575 188,317 178,091 166,982
Other fixed assests a7 102 153 9,075 9,075
Intangible assets 2,044 2,044 2,018 2,020 2,020
Deffered tax assets 0 0 0 0 0
Investments in associated companies

Cash and cash equivalents 2,558 3,621 2,984 4,240 7,961
Total assets 175,196 196,115 208,585 201,260 193,872
Equity 70,869 85,290 89,767 82,236 74,177
Shareholder loans 0 0 0 0 0
Deferred taxes 22,269 26,273 28,212 26,458 26,043
Total debt 74,481 78,996 82,576 82,571 83,657
Other liabilities 8,353 5,635 8,030 9,995 9,995
Total equity and liabilities 175,972 196,194 208,585 201,260 193,872
Cash flow statement (SEKm) 2020 2021 2022 2023E 2024E
FFO (adjusted) 3,547 3,572 4,272 4,608 5,349
Cash flow from operations (FFO) 3,818 3,947 4,436 4,420 5,349
Investment (properties) -181 -214 -21 0 0
Disposals (properties) 229 449 562 0 0
Investments other (net) -37 -88 33 -18 0
Capex -5,314 -4,137 -2,366 -2,610 -2,714
Free operating cash flow -1,455 37 2,611 1,811 2,635
Dividends and share repurchased -3,000 -2,000 -4,000 0 0
Debt financing (net) 4,196 3,132 1,650 221 1,086
Change in cash -957 963 -537 1,256 3,721

Source: Company data, Danske Bank Credit Research estimates
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Summary tables

Adjusted ratios (SEKm) 2020 2021 2022 2023E 2024E
Sales growth -0.5% 6.0% 10.0% 12.0% 8.1%
EBITDA margin 72.4% 72.8% 71.7% 73.1% 72.6%
NOI margin 74.1% 74.5% 73.1% 74.4% 73.8%
EBITDA interest coverage (x) 4.0 4.5 4.3 35 3.4
FFOlinterest coverage (x) 3.8 3.9 4.1 3.4 3.6
FFO/debt (x) 4.8% 4.5% 5.2% 5.6% 6.4%
Net debt/EBITDA (x) 14.8 135 14.0 11.9 105
Gross LTV 45.9% 43.5% 43.8% 46.4% 50.1%
Net LTV 44.3% 41.6% 42.3% 44.0% 45.3%
Equity ratio 40.5% 43.5% 43.0% 40.9% 38.3%
Total debt/total capital 51.2% 48.1% 47.9% 50.1% 53.0%
Quarterly overview (SEKm) Q322 Q4 22 Q123 Q223 Q323
Rental income 2,132 2,143 2,221 2,283 2,322
EBITDA 1,488 1,402 1,567 1,592 1,757
Net interest expenses 359 421 449 472 493
Net income -832 -4,321 -3,310 -1,252 -647
CFO 1,270 1,433 967 872 1,338
Investment properties 194,037 188,317 183,809 181,926 181,088
Total debt 83,830 82,576 81,597 82,378 82,300
Net debt 79,963 79,592 79,508 79,436 78,896
Equity 94,064 89,767 86,458 85,205 84,558
Ratios

LTM NOI margin 70.9% 72.7% 72.9% 74.1% 77.5%
LTM EBITDA margin 72.1% 71.7% 71.6% 71.3% 73.0%
Direct yield 3.0% 3.2% 3.4% 3.5% 3.7%
Gross LTV 43.2% 43.8% 44.4% 45.3% 45.4%
LTM EBITDA interest coverage (x) 4.8 4.3 4.0 3.7 3.6
Net debt/LTM EBITDA (x) 14.0 13.6 13.1 12.7 12.0
Total debt/total capital 47.1% 47.9% 48.6% 49.2% 49.3%
FFO/debt 1.3% 1.4% 1.3% 1.2% 1.5%

Source: Company data, Danske Bank Credit Research estimates
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Disclosures

This research report has been prepared by Credit Research, a division of Danske Bank A/S (‘Danske Bank’). The authors of this research report are Marcus Gustavsson and Louis Landeman.

Analyst certification

Each research analyst responsible for the content of this research report certifies that the views expressed in the research report accurately reflect the research analyst’s personal view about the
financial instruments and issuers covered by the research report. Each responsible research analyst further certifies that no part of the compensation of the research analyst was, is or will be,
directly or indirectly, related to the specific recommendations expressed in the research report.

Regulation

Danske Bank is authorised and regulated by the Danish Financial Services Authority (Finanstilsynet). Danske Bank is authorised by the Prudential Regulation Authority in the UK and
subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. Details about the extent of our regulation by the Prudential
Regulation Authority are available from us on request.

Danske Bank’s research reports are prepared in accordance with the recommendations of Capital Market Denmark.

Danske Bank is not registered as a Credit Rating Agency pursuant to the CRA Regulation (Regulation (EC) no. 1060/2009), hence Danske Bank does not comply with, or seek to comply
with, the requirements applicable to Credit Rating Agencies.

Conflicts of interest

Danske Bank has established procedures to prevent conflicts of interest and to ensure the provision of high-quality research based on research objectivity and independence. These procedures
are documented in Danske Bank’s research policies. Employees within Danske Bank’s Research Departments have been instructed that any request that might impair the objectivity and
independence of research shall be referred to Research Management and the Compliance Department. Danske Bank’s Research Departments are physically separated from other business areas
within Danske Bank and surrounded by arrangements (Chinese Walls) to restrict the flows of sensitive information.

Research analysts are remunerated in part based on the overall profitability of Danske Bank, which includes investment banking revenues, but do not receive bonuses or other remuneration
linked to specific corporate finance or debt capital transactions.

Danske Bank, its affiliates, subsidiaries and staff may perform services for or solicit business from Vasakronan AB and may hold long or short positions in, or otherwise be interested in, the financial
instruments mentioned in this research report. The Equity and Corporate Bonds analysts of Danske Bank and persons in other departments of Danske Bank with which the relevant analysts have
close links are not permitted to invest in 1) financial instruments that are covered by the relevant Equity or Corporate Bonds analyst and 2) the research sector within the geographical area (the
Nordics) to which the analyst is linked.

Danske Bank, its affiliates and subsidiaries are engaged in commercial banking, securities underwriting, dealing, trading, brokerage, investment management, investment banking,
custody and other financial services activities, may be a lender to Vasakronan AB and have whatever rights as are available to a creditor under applicable law and the applicable loan
and credit agreements. At any time, Danske Bank, its affiliates and subsidiaries may have credit or other information regarding Vasakronan AB that is not available to or may not be used
by the personnel responsible for the preparation of this report, which might affect the analysis and opinions expressed in this research report.

Danske Bank is a market maker and a liquidity provider and may hold positions in the financial instruments of the issuer(s) mentioned in this research report.

Within the previous 12 months, Danske Bank has acted as Joint Lead Manager of a public offer of credit bonds for Vasakronan AB and as Sole Lead Manager of a public offer of credit
bonds for Vasakronan AB.

As an investment bank, Danske Bank, its affiliates and subsidiaries provide a variety of financial services, including investment banking services. It is possible that Danske Bank and/or its
affiliates and/or its subsidiaries might seek to become engaged to provide such services to Vasakronan AB in the next three months.

Danske Bank has made no agreement with Vasakronan AB to write this research report. No parts of this research report have been disclosed to Vasakronan AB. No recommendations or
opinions have been disclosed to Vasakronan AB and no amendments have accordingly been made to the same before dissemination of the research report.

Risk warning

Major risks connected with recommendations or opinions in this research report, including a sensitivity analysis of relevant assumptions, are stated throughout the text.

Expected updates

Post-results: This research report will be updated on a quarterly basis following the quarterly results statement from Vasakronan AB.

Scandi Handbook and Scandi High-Yield Handbook. These research reports contain updates on selected companies and are published annually, usually in April.

Completion and first dissemination

The completion date and time in this research report mean the date and time when the author hands over the final version of the research report to Danske Bank’s editing function for
legal review and editing.

The date and time of first dissemination mean the date and estimated time of the first dissemination of this research report. The estimated time may deviate up to 15 minutes from the
effective dissemination time due to technical limitations.

See the back page of this research report for the date and time of first dissemination.

Financial models, valuation and/or methodology used in this research report

Calculations and presentations in this research report are based on standard econometric tools and methodology as well as publicly available statistics for each individual security, issuer
and/or country.

We base our bond valuation conclusion on an estimation of a fair business and financial risk profile of the issuing entity. By combining these risk profiles with market technical and bond-
specific issues such as documentation and structuring, we arrive at an overall bond risk profile. We compare the bond spread to those of peers with similar risk profiles and against this
background we estimate whether the bond is attractively priced in the market. We express this view with either an Overweight, Marketweight or Underweight recommendation. This
signals our opinion of the bond’s performance potential compared with relevant peers in the coming six months.

More information about the valuation and/or methodology and the underlying assumptions is accessible via http://www.danskebank.com/en-uk/ci/Products-Services/Markets/
Research/Pages/researchdisclaimer.aspx. Select Credit Research Methodology.
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Recommendation structure

Investment recommendations are based on the expected development in the credit profile as well as relative value compared with the sector and peers.

As at 30 September 2023, Danske Bank Credit Research had investment recommendations on 147 corporate bond issuers. The distribution of recommendations is represented in the
distribution of recommendations column below. The proportion of issuers corresponding to each of the recommendation categories above to which Danske Bank provided investment
banking services in the previous 12 months ending 30 September 2023 is shown below.

Time Distribution of  Investment banking
Rating Anticipated performance horizon  recommendations relationships
Overweight Outperformance relative to peer group 6 months 30% 50%
Marketweight  Performance in line with peer group 6 months 61% 44%
Underweight Underperformance relative to peer group 6 months 9% 46%

No changes in recommendation in the past 12 months

Validity time period
This communication and the communications in the list referred to below are valid until the earlier of (a) dissemination of a superseding communication by the author, or (b) significant
changes in circumstances following its dissemination, including events relating to the market or the issuer, which can influence the price of the issuer or financial instrument.

Investment recommendations disseminated in the preceding 12-month period

A list of previous investment recommendations disseminated by the lead analyst(s) of this research report in the preceding 12-month period can be found at http.//www.danskebank.com/en-
uk/ci/products-services/markets/research/pages/researchdisclaimer.aspx. Select Credit Research recommendation history — Recommendation history.

Other previous investment recommendations disseminated by Danske Bank Credit Research are also available in the database.

General disclaimer

This research has been prepared by Danske Bank A/S. It is provided for informational purposes only and should not be considered investment, legal or tax advice. It does not constitute
or form part of, and shall under no circumstances be considered as, an offer to sell or a solicitation of an offer to purchase or sell any relevant financial instruments (i.e. financial
instruments mentioned herein or other financial instruments of any issuer mentioned herein and/or options, warrants, rights or other interests with respect to any such financial
instruments) (‘Relevant Financial Instruments’).

This research report has been prepared independently and solely on the basis of publicly available information that Danske Bank A/S considers to be reliable but Danske Bank A/S has
not independently verified the contents hereof. While reasonable care has been taken to ensure that its contents are not untrue or misleading, no representation or warranty, express
or implied, is made as to, and no reliance should be placed on, the fairness, accuracy, completeness or reasonableness of the information, opinions and projections contained in this
research report and Danske Bank A/S, its affiliates and subsidiaries accept no liability whatsoever for any direct or consequential loss, including without limitation any loss of profits,

arising from reliance on this research report.

The opinions expressed herein are the opinions of the research analysts and reflect their opinion as of the date hereof. These opinions are subject to change and Danske Bank A/S does
not undertake to notify any recipient of this research report of any such change nor of any other changes related to the information provided in this research report.

This research report is not intended for, and may not be redistributed to, retail customers in the United Kingdom (see separate disclaimer below) and retail customers in the European
Economic Area as defined by Directive 2014/65/EU.

This research report is protected by copyright and is intended solely for the designated addressee. It may not be reproduced or distributed, in whole or in part, by any recipient for any
purpose without Danske Bank A/S’s prior written consent.

Disclaimer related to distribution in the United States

This research report was created by Danske Bank A/S and is distributed in the United States by Danske Markets Inc., a U.S. registered broker-dealer and subsidiary of Danske Bank A/S,
pursuant to SEC Rule 15a-6 and related interpretations issued by the U.S. Securities and Exchange Commission. The research report is intended for distribution in the United States solely
to ‘U.S. institutional investors’ as defined in SEC Rule 15a-6. Danske Markets Inc. accepts responsibility for this research report in connection with distribution in the United States solely
to ‘U.S. institutional investors’.

Danske Bank A/S is not subject to U.S. rules with regard to the preparation of research reports and the independence of research analysts. In addition, the research analysts of Danske
Bank A/S who have prepared this research report are not registered or qualified as research analysts with the New York Stock Exchange or Financial Industry Regulatory Authority but
satisfy the applicable requirements of a non-U.S. jurisdiction.

Any U.S. investor recipient of this research report who wishes to purchase or sell any Relevant Financial Instrument may do so only by contacting Danske Markets Inc. directly and should
be aware that investing in non-U.S. financial instruments may entail certain risks. Financial instruments of non-U.S. issuers may not be registered with the U.S. Securities and Exchange
Commission and may not be subject to the reporting and auditing standards of the U.S. Securities and Exchange Commission.

Disclaimer related to distribution in the United Kingdom

In the United Kingdom, this document is for distribution only to (I) persons who have professional experience in matters relating to investments falling within article 19(5) of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005 (the ‘Order’); (11) high net worth entities falling within article 49(2)(a) to (d) of the Order; or (lll) persons who are an
elective professional client or a per se professional client under Chapter 3 of the FCA Conduct of Business Sourcebook (all such persons together being referred to as ‘Relevant Persons’).
In the United Kingdom, this document is directed only at Relevant Persons, and other persons should not act or rely on this document or any of its contents.

Disclaimer related to distribution in the European Economic Area

This document is being distributed to and is directed only at persons in member states of the European Economic Area (‘EEA’) who are ‘Qualified Investors’ within the meaning of Article
2(e) of the Prospectus Regulation (Regulation (EU) 2017/1129) (‘Qualified Investors’). Any person in the EEA who receives this document will be deemed to have represented and agreed
that it is a Qualified Investor. Any such recipient will also be deemed to have represented and agreed that it has not received this document on behalf of persons in the EEA other than
Qualified Investors or persons in the UK and member states (where equivalent legislation exists) for whom the investor has authority to make decisions on a wholly discretionary basis.
Danske Bank A/S will rely on the truth and accuracy of the foregoing representations and agreements. Any person in the EEA who is not a Qualified Investor should not act or rely on
this document or any of its contents.
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