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Q4: Stable quarter with canceled dividend

Vasakronan reported fairly stable Q4 results, which corresponded well with our
expectations and Moody’s rating requirements. For the second consecutive quarter,
Vasakronan reported a negative value decline of -3.1%, albeit no drama. Net LTV
remains healthy at 39.5% (negative rating threshold 45%) while the 12M ICR
deteriorated somewhat due to higher funding costs. Nevertheless, the Board is
proposing no dividend for 2022, a sound and credit-friendly decision, in our view.

Q4: 3.1% unrealised value decline driven by higher yield requirements

Vasakronan’s rental income increased by 10% in 2022 (6% on a comparable portfolio), mainly driven by
four major projects completed. Net lettings were negligible but negative in Q4 amounting to SEK -4m (SEK
279m YTD). Nevertheless, the company’s occupancy rate improved slightly g/q from 90.8% to 91.2%
(1.2% of the vacancy is attributable to project developments). The company said occupier demand is yet
healthy, with greatest interest and rental activity among offices with modern characteristics in prime
locations.

Unrealised value changes were negative at SEK -6.1bn in Q4, corresponding to -3.1% of the portfolio value
(we expected SEK -6.7bn). Vasakronan’s average yield requirement of 3.95% as of end-December 2022,
which represents an 13bps increase from the previous quarter, reflects rising market interest rates and more
uncertain market conditions. Some downward adjustments in the value of development rights have also been
done according to our understanding. Nevertheless, Vasakronan reported still an overall positive value
development of 2.8% for the full-year 2022, but a negative development for H2 of -4.2%.

Overall stable financial metrics and credit quality given the market circumstance

As could be expected, Vasakronan’s metrics deteriorated somewhat q/q due to negative property revaluation
and higher financial expenses. The net LTV increased sequentially from 38.6% to 39.5%, with a sequential
reduction in total debt by SEK 1,250m balancing out the biggest impact from the unrealised value decline. As
of end-Q4 2022, we calculate 12-months interest coverage at 4.8x (4.8 expected). The average interest
rate was only up 0.1% g/q to 2.1%. Vasakronan continues to work actively to reduce the share of debt
carrying floating interest (fixed-interest maturity within 1 year decreased g-o-q from 39% to 29%). As of
end-Q4, the average debt maturity profile and fixed-interest period were 5.7 and 4.0 years, respectively. At
the same date, we calculate an effective leverage of 40% (35-45% required for the A3 rating) and fixed-
charge coverage of 4.4x (3.5-4.5x required) according to Moody's definitions. Overall, ratings leeway
remains adequate for now. That said, we will mainly be monitoring the ICR development going forward.

Cancelled dividend — a sound and credit-friendly decision from the Board

Vasakronan's Board proposes no dividend for the fiscal-year 2022, reflecting more uncertain market
conditions ahead. This can be compared to the SEK 4bn that was distributed to the owners the previous year
(almost the entire annual FFO). We view the cancelled dividend as a sound and credit-friendly act supporting
the company’s liquidity position and providing greater financial flexibility. Vasakronan has credit
commitments and cash available that cover all debt maturities within 1 year by 192% (155% a quarter
earlier). Moreover, remaining investments in ongoing projects amount to SEK 2,292m as of year-end 2022.
At the same date the average occupancy rate among major projects was 70%.



SEB DCM Research deviation table - Q4 vs SEB (SEKm)

Deviation table Q421 Q122 Q2/22 Q3/22  Q4J22E Q4/22 Q4 vsSEB
Rental income 1913 1902 1990 2132 2126 2143 1%
NOI 1373 1360 1459 1472 1496 1517 1%
EBITDA 1353 1332 1430 1446 1456 1484 2%
FFO 783 996 1066 1211 1176 1125 -4%
FOCF 18 268 399 1003 654 651
Interest expense -245 -244 -266 -327 -395 -401 2%
Net interest expense <244 <243 -265 -319 -382 -381 0%
Investment properties 181575 185034 195809 194037 187577 188317 0%
Total debt 73838 73751 79629 78676 77983 77425 -1%
Net debt 70317 70280 75604 74809 T4105 74441 0%
Total debt | EBITDA (x) 13,5x 13,3x 14,5x 135,8x 13,4x 13,3x
Net debt | EBITDA (x) 129x 12,7x 158x 15,1x 12.8x 12,8x
EBITDA | net interest (x) 5.2x 5,4x 5,4x 5,3x 4,Bx 4,8x
FFO | net debt (%) 5,8% 6,1% 5,6% 5,9% 6,1% 59%
GrossLTV 40,7% 39,9% 40,7% 40,5% 41,6% 41,1%
Net LTV 38,7% 38,0% 38,6% 38,6% 39.5% 39,5%
Property Q421 Q122 Q222 Q322 Q422 Q4J22 DEV.
Net acquisitions 77 0 0 150 410 393
Investments in existing properties -1 006 -536 -530 -517 -667 -783
Property revaluation 7176 2922 10246 -2 140 6716 6111
Yield 3.87% 3.82% 371% 3,82% 3,90% 3,95%
Operating costs Q421 Q1/22 Q2/22 Q3/22  Q4J22E Q422
Central administration -20 -28 -29 -26 -39 -33 -16%
Running costs -200 -218 -197 -215 -226 -234 4%
Repairs and maintenance -28 -29 -25 -29 -39 -34 -13%
Property administration -103 -87 -103 -78 -115 -111 -4%
Property taxes -169 -168 -166 -298 -207 -207 0%
Leasehold rents -40 -40 -40 -40 43 40 7%
Total property costs -540 -542 -531 -660 -631 -626 -1%

Source: Company data, SEB DCM Research estimates

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

Som G421l GI27__GZ2d__GS[@2 Q22 2018 2009 2020 2021 2022 2025t J0ZAL__ 2045C
Rertal ncome Ta23 7309 Tos7 7837 Bla7 aT18 7040 Tooo 748 B1s7 071 937 93%
MO 5377 544 55T 3884 5808 4849 5000 S032 3 W 3808 6422 o603 &T7A
EBTDA L 57 5491 3709 S8 4542 LE ) 4%l LT 3832 s3le B49E LD
FFO 4000 4204 422 4389 4384 3761 3699 3008  40%0 4384  4p0s &T7H1 4720
Y/Y growth in rental income () o oM oM "™ 10% 4% L) 2] ] 10% 1% ) 2%
NOI margn (34) % b 7% % Ti% % % 7% T2% 1% 1% Ti% 1%
EBTDA mar g (%) 7AW e T2 M Mw T4 T i Tale T oW oM Tom
Interest expence -1055 -1028 -102%5 -1082 -1238 -1048 -113% 1127 108 1238 1897 1777 1848
Net interect expence -10%1 1024 1021 .1071 -1208 <1043 -1131 1118 10%1 1208 14891 -17T0 1838
Mybrid | preferred interect iSnicends 0 ] (] 0 o ] ] 1] [} 0 o o 1]
Agjucted irterest expene -1211  -1184 1181 1231 138 1169 1278 1278 1211 1348 -1B0F 1933 .2029
Imvectment properties 181573 185034 195809 194037 188317 138934 150071 102420 181575 188317 184401 181835 183458
Total dett 73838 73751 79629 TBOTH 7425 1087 O4438 09317 TIE38  TT4A2S THE9S 7434 TETH
Cazh anc equivelents 3n21 3471 4028 3887 2984 2213 3:5 2338 351 2984 3388 3&4a8 35138
MNet cebt TOXT 70280 75504 74809 T444l S8872 03123 S4TH T0317 Ta4d4l T2HT T2006 Tié1s
Hybria jprefermed debt [capitsl 0 o 0 0 ] o 0 0 0 ] [} 0 0
Agjuctes sect TH4TY Ti43 B0OTH  TER02 TeM2 S8872 o837 71923 TIATI TeAR2 TR TT187 ToTe?
Secured debt TBas 7B 10143 10143 11131 12907 11803 10971 788 11131 10893 114534 117
Eguty B3290 B9172 S4E% 94084 BTAT 80271 TO13&8 708 85290 BPTLT BBNT4 Ba09Y B3OV
Agjusted squity B3290 89172 B0 Q4004 B9TY 40271 70155 70849 83290 89747 BB3T4 Bo093 &7 3OV
Net dett-eouity 135607 1594352 170500 1o8873 1o+ 208 119143 133279 157628 155607 164208 1o0oB1 158100 158923
Credit metrics Q421 QIRP2 Q7; Q3R Q@2 2018 2me 2020 202 2022  2023E  2024E  025E
Total debt | EBITDA (x) 135« 133 145 138x 133 124x 125x 14 0% 135 133 120x 115x 112
Netoeot /EBITDA (x) 129 127« 158 131x  128x 119 120x 155 12 128 1lax 113x 108
Agjueted deit | EBITDA (x) 134n 132x 145 15.8x 135x 1lea 12.8% 14 1x 134x 133x 119x 11 8% 112x
EBITDA [interest (x) 32 S4x Sdx 53x 47x 47 40 a4 - ) &7x 37x 37x o
EBTDA [ net interect (x) 52x sS4 S dx 53x 4Bx &7 47 44 5 &8x 3N 37 3o
EBITDA | scjucted interect [x) Lam ABx 4 Bx afx L4ax &% 42x &0 &0m L4x 35 4x Bdn
Fined charge coverage (x) 04 04x 0.3« 04x 05x 0,3x 04x 0.3x 0.4x 0,5x 37 37x 3.8x
FFO [ total oebt (%) 3.5% 38 53% 0% 5.7% 02% 35% 3.2% 3% 7% ol1% o5 0.5%
FFO [ net dedt (%) 58% 81% 3.0% 5% 55% 04% 82% 345 58% 59% 65% 8% S0%
FFO | acjuctes debt (%) 5.0% 3,95 34% 3.7% 5.7% So% 39% 3.2% 0% 3.7% 83% 0.4% a4%
GrossLTV 407% 399 407w 205  411% 440% 427% 427TW  40TW  411%  411%  41%s  40TW
MNetLTV B7% 380% 380%W J8owm 3PN 424% AD4% A11%W 387w 393W 32w 300 390%
Adjucted LTV “04% 39T S02W  401%  411% 424%  A24% 429  404%  411% H09%M 41Be 0TW
Net oett /Cettsequity 432%  441% 443N 443N 433% A94%  4TAM 4B 452% 453%  430% 45 451
Adjucted debt | Gedt « soully 488 4T3 4T4W  4T4%  4B%% A94% S13% S2We 4B% 48%m 4524 4BBM 4B TW
Secured LTV 43% 4% 52% S2% 59% 3% T4% a8 45% 59% 59% 4% a4ty
Eguity rate 435  441%  43B%M  435%  430% 415%  412% 402%  433%  4A30%  430% 42 420%

Source: Company data, SEB DCM Research estimates



Quarterly rental income and NOI (SEKm)
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Property portfolio statistics (SEKm)
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Property portfolio composition by segment (%)
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Property portfolio composition by geography (%)
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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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Sources of funding (%)
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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 rate binding (years)
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Debt maturity profile, including CPs within 1yr (SEKm)
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US Investors must contact SEB Securities, Inc. at SEBSIFixedIncome@sebny.com with any questions.
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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.



