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Despite pressure on valuations, leverage held up well
The proposal of no dividend will strengthen the company’s liquidity and allow for debt repayment with FFO

Swedbank estimates vs. Company result Comment on report
Results analysis 4Q21 1022 2Q22 3Q22 4022 4Q22E | Deveh A% + Vasakronan reported numbers that came in somewhat below our expectations, with
Rental income 1913 1902 1990 2132 2143 2144 0% 12% NOI and income from property management 2% and 9% below our forecasts.

% growth, yly 8% 5% 8% 15% 12% 12% Income from property management was naturally burden by higher cost of debt,
Operating expenses -497 -502 -491 -620 -586 -557 5%  18% however the company has reduced its floating interest exposure from 39% to 29%
NOI 1416 1400 1499 1512 1557 1587 2% ___10% g/g, which dampens the recent rate hike, although not enough as the ICR fell from
SG&A -20 -28 -29 -26 -33 -26 26% 65% 5.3x to 4.8x q/q
Operating income 1 396 1372 1470 1486 1524 1561 -2% 9%

Net interests 244 243 -265 -319 -381 438 13% 56% » Similar to other companies, Vasakronan wrote down the asset value by SEK 6.1bn,
Other financials 15 45 66 38 162 40 which corresponds to 3.1%. As a consequence, leverage increased, however the
Income from prop. mgmt. 1137 1084 1139 1129 981 1083 9% -14% company repaid net SEK 1.6bn in debt which "only” increased the LTV by 100bp$
Revaluation of properties 7176 2922 10246 -2 140 6111 0 a/q to 40%
Other value changes 82 901 862 -52 A Y +  On the back of the more challenging market environment, the board of directors
Other non-op. Expenses -7 -2 -1 0 0 0 proposed that no dividend will be distributed. Despite having good access to the
Income before tax 8383 4905 12246 1063 BRSO ONENIIES capital market, in addition to SEK 20.9bn in available liquidity, the decision will
Current tax 86 -0 -98 -106 159 @ strengthen the company’s liquidity further and allow the company to repay some of
Deferred tax -1790 -920 ~2425 337 1076 -210 the maturing debt with its own cash flow
Net income 6 684 3 895 9723 -832 -4 321 868
» Metrics will obviously be under pressure going forward, however the company
MV properties 181575 185034 195809 194037 188317 195036 -3% 4% appears to be in a fairly good position to manage the challenges
NOI margin 74% 74% 75% 71% 73% 74% -2% -2%
FFO 783 996 1066 1086 1125 1078 4% 44%
Debt / Total assets 40% 39% 39% 39% 40% 39% 2% -2%
Adj. Debt / Total assets 40% 39% 39% 39% 40% 39% 2% -2%
Debt / debt + equity 47% 46% 46% 46% 47% 46% 3% 0%
Adj. Debt / debt + equity 47% 46% 46% 46% 47% 46% 3% 0%
ICR 5,1x 5,4x 5,5x 5,3x 4,8x 4,7x -0,2x  -0,5x
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Vasakronan is well position to manage the upcoming challenges...
...with a solid liquidity position, comfortable LTV and adequate ICR

Key metrics SEKm

SEKm 2019 2020 2021 2022 2023E  2024E
Rental Income 7 040 7 006 7 425 8 167 9108 9 605
Revenue growth 48% -05% 60% 100% 115% 55%
EBITDA 5094 5071 5411 5 852 6 518 6 875
EBITDA margin 72% 72% 73% 72% 72% 72%
Market value, Properties 156 071 162420 181575 188 317 177 273 180 100
IBD 66638 69317 78996 82576 79828 81370
NIBD 63096 66755 75397 79592 77388 79519
Cash 3515 2 558 3521 2 984 2 440 1 851
Equity 70156 70869 85290 89767 82876 82882
FFO 3 664 3 547 3572 4273 4 571 4719
Capex -4440 -5314 4137 -2366 -2087 -2570
FOCF -611 -1 496 -190 2071 2484 2 149
Net debt repayments 5165 4 427 3132 1650 -2748 1542
Change in cash 1300 -957 963 -536 -544 -589
LTV 43% 43% 44% 44% 45% 45%
Net LTV 40% 41% 42% 42% 44% 44%
Debt / Total Assets 39% 39% 40% 40% 40% 41%
Debt / Debt + Equity 47% 49% 47% 47% 48% 49%
NIBD/ EBITDA 12,4x 13,2x 13,9x 13,6x 11,9x 11,6x
FFO/NIBD 6% 5% 5% 5% 6% 6%
Equity ratio 41% 40% 43% 43% 42% 41%
EBITDA / interest 4,5x 4,5x 5,1x 4,7x 3,6x 3,5x
Interest rate % 1,7% 1,6% 1,3% 2,1% 2,5% 2,6%
Floating 0% 29% 43% 29% 29% 35%
Yield requirement 4,2% 3,7% 3,9% 4,0% 4,3% 4,3%
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Portfolio split - segments
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Recommendation

Going forward we expect Vasakronan’s ICR to fall as
cost of debt to increases to 2.6% from 2.1% in 2022,
however offset by rent increases from CPI, where we
have assumed a modest increase of 8%. As a result, the
ICR is expected to fall close to the rating trigger of 3.5x.
We have also assumed asset write-downs of 7% in 2023
which will push the LTV from 40% to 41%, still with
headroom to the rating trigger of 45%

We argue that Vasakronan is fairly well positioned to
manage the upcoming challenges and to protect its
rating through constructive actions. Vasakronan’s bonds
are priced slightly inside of Hemsd which seems fair. We
therefore reiterate our “Marketweight” recommendation



Vasakronan’s SEK bonds are priced inside of Hemso which is fair

We reiterate “Marketweight” on Vasakronan

Higher rated SEK floaters
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Disclaimer (1/3)

This material is a Marketing Communication and has not been prepared in accordance with the legal requirements for investment research and may have been produced in conjunction with the Swedbank AB (publ) (“Swedbank”) trading desks that trade
as principal in the instruments mentioned herein. This material is therefore not independent from the proprietary interests of Swedbank, which may conflict with your interests. Opinions expressed may differ from the opinions expressed by other business
units of Swedbank. Note that part of the remuneration of the author(s) may be directly tied to any transactions performed, or trading fees received, by any entity of Swedbank Group. This material includes references to securities and related derivatives
that the firm’s trading desk may make market or provide liquidity in, and in which it is likely as principal to have a long or short position at any time, including possibly a position that was accumulated on the basis of this analysis material prior to its
dissemination. Trading desks may also have or take positions inconsistent with this material. This material may have been made available to other clients of Swedbank before it has been made available to you and is not subject to any prohibition on
dealing ahead of its dissemination. The opinions, commentaries, projections, forecasts, assumptions, estimates, derived valuations and target price(s) or other statements contained in this communication are valid as at the indicated date and/or time and
are subject to change at any time without prior notice.

What our research is based on

Swedbank Large Corporates & Institutions Credit Research (LC&I Credit Research) department bases the research on a variety of aspects and analysis. For example: A fundamental assessment of a company's financial and business profile, current or
expected market sentiment, expected or actual changes in a company's credit rating, internal or external circumstances affecting the credit quality of the company and relative assessment of the company compared to peers or other relevant companies.
Trading recommendations for fixed-income securities are mostly base on the credit spread (yield difference between the security and the relevant government bond or swap rate). Based on the type of investment recommendation or credit assessment, the
time horizon can range from short-term up to 12 months.

Recommendation structure
Swedbank LC&I Credit Research's recommendation structure consists of several levels: issuer, sector and instrument. Depending of the level of recommendation, it could be in absolute or relative terms.

Sector level

Strong Overweight/Overweight: the return by increasing exposure to this sector is expected to exceed the return of the credit market in general.
Market weight: the return by having exposure to this sector is expected to be in line with the return of the credit market in general.
Underweight/Strong Underweight: the return by having exposure to this sector is expected to be lower than the return of the credit market in general.

Instrument level

Cash bonds:

Strong Overweight/Overweight: the return by holding this instrument is expected to exceed the return of equivalent bonds, the sector or the credit market in general.

Market weight: the return by holding this instrument is expected to be in line with the return of equivalent bonds, the sector or the credit market in general.
Underweight/Strong Underweight: the return by holding this instrument is expected to be lower than the return of equivalent bonds, the sector or the credit market in general.
Credit Default Swaps:

Buy protection: we expect the CDS-spread to widen more than the spread for peers' CDSs, the sector in general or an aggregated index.

Neutral: we expect the CDS-spread to develop in line with the spread for peers' CDSs, the sector in general or an aggregated index.

Sell protection: we expect the CDS-spread to tighten more than the spread for peers' CDSs, the sector in general or an aggregated index.

External ratings
All credit rating referred to in this material are public credit ratings, provided by registered Credit Rating Agencies.

Previous recommendations
For Swedbank’s previous recommendations please follow the link: https://research.swedbank.se/files/RecoTrackList/CreditRecoTrackList.pdf

Analyst's certification
The analyst(s) responsible for the content of this report hereby confirm that notwithstanding the existence of any such potential conflicts of interest referred to herein, the views expressed in this report accurately reflect their personal views about the
companies and securities covered. The analyst(s) further confirm not to have been, nor are or will be, receiving direct or indirect compensation in exchange for expressing any of the views or the specific recommendation contained in the report.

© Swedbank  Information Class
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Disclaimer (2/3)

Issuer, distribution & recipients

This report by Swedbank LC&I Credit Research is issued by the Swedbank Large Corporates & Institutions business area within Swedbank AB (publ) ("Swedbank").

Swedbank is under the supervision of the Swedish Financial Supervisory Authority (Finansinspektionen) and other financial supervisory bodies where Swedbank and LC&I have branches.

Swedbank is a public limited liability company and a member of the stock exchanges in Stockholm, Helsinki, Oslo and Reykjavik, as well as a member of EUREX.

This report is distributed by Swedbank's branches. In no instance is this report altered by the distributor before distribution.

In Estonia this report is distributed by Swedbank AS, which is under the supervision of the Estonian Financial Supervisory Authority (Finantsinspektsioon).

In Lithuania this report is distributed by "Swedbank" AB, which is under the supervision of the Securities Commission of the Republic of Lithuania (Lietuvos Respublikos vertybiniy popieriy komisija).

In Latvia this report is distributed by Swedbank AS, which is under the supervision of The Financial and Capital Market Commission (Finansu un kapitala tirgus komisija).

In the United Kingdom this communication is for distribution only to and directed only at “relevant persons”. This communication must not be acted on — or relied on — by persons who are not “relevant persons”. Any investment or investment activity to
which this document relates is available only to “relevant persons” and will be engaged in only with “relevant persons”.

By “relevant persons” we mean persons who:

- Have professional experience in matters relating to investments falling within Article 19(5) of the Financial Promotions Order.

- Are persons falling within Article 49(2)(a) to (d) of the Financial Promotion Order (“high net worth companies, unincorporated associations etc”).

- Are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial Services and Markets Act 2000) — in connection with the issue or sale of any securities — may otherwise lawfully be
communicated or caused to be communicated.

Limitation of liability

This information has been prepared for information only. Views expressed herein are not intended to be, and should not be viewed as advice or as a personal recommendation. Other than as indicated, this document has been prepared on the basis of
publicly available information believed to be reliable. However, no representation or warranty, expressed or implied, is made by Swedbank with respect to the completeness or accuracy of its contents, and it is not to be relied upon as authoritative and
should not be taken in substitution for the exercise of reasoned, independent judgment by you.

Be aware that investments in capital markets - such as in this document - carry economic risks and that statements regarding future assessments are comprehended with uncertainty. You are responsible for such risks alone and we recommend that you
supplement your decision-making with that material which is assessed to be necessary, including (but not limited to) knowledge of the financial instruments in question and the prevailing requirements as regards trading in financial instruments.

Opinions contained in the report represent the analyst's present opinion only and may be subject to change. In the event that the analyst's opinion should change or a new analyst with a different opinion becomes responsible for our coverage of the
company, we shall endeavor (but do not undertake) to disseminate any such change, within the constraints of any regulations, applicable laws, internal procedures within Swedbank, or other circumstances.

If you are in doubt as to the meaning of the recommendation structure used by Swedbank in its research, please refer to "Recommendation structure".

This research report is produced for general distribution to eligible recipients and Swedbank is not advising nor soliciting any action based upon it. If you are not a client of ours, you are not entitled to this research report. This report is not, and should not
be construed as, an offer to sell or as a solicitation of an offer to buy any securities.

To the extent permitted by applicable law, no liability whatsoever is accepted by Swedbank for any direct or consequential loss arising from the use of this report.

Conflicts of interest

The views in this communication may not be objective or independent of the interests of the authors or other Swedbank corporate and institutional banking desks, who may be active participants in the markets, investments or strategies referred to in this
material. Swedbank and its respective affiliates, connected companies, employees or clients may have an interest in financial instruments of the type described in this document and/or related financial instruments. Such interests may include dealing in,
trading, holding or acting as market-makers or liquidity providers in such instruments and may include providing banking, credit and other financial services to any company or issuers of securities or financial instruments referred herein. Accordingly,
information included in or excluded from this material is not independent from the proprietary interests of Swedbank, which may conflict with your interests.

Company-specific disclosures & potential conflicts of interest

In view of Swedbank's position in its markets, you should assume that Swedbank may currently (or may in the coming three months and beyond) be providing or seeking to provide confidential investment banking services to the companies referred to in
this report.

You should note that it may happen that Swedbank, its directors, its employees or its subsidiary companies at various times have had, or have sought, positions; advisory assignments in connection with corporate finance transactions; investment or
merchant banking assignments and/or lending as regards companies and/or financial instruments covered by this report.

It may also occur that Swedbank LC&I may act as a sponsor in trading with financial instruments covered by this report.
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Disclaimer (3/3)

Disclosure checklist — Potential conflicts of interests

Stock Disclosure (See Below)
Vasakronan 3

Key:

1. Swedbank holds or owns or controls 1 % or more of the issued share capital of this company; 2. The company or its major shareholder, directly or indirectly, holds or own or control 5 % or more of the issued share capital of Swedbank; 3. Swedbank has
ongoing or completed public investment banking services with the company; 4. Swedbank owns a net long position exceeding the threshold of 0.5 % of the total issued share capital in the company; 5. Swedbank owns a net short position exceeding the
threshold of 0.5 % of the total issued share capital in the company; 6. Swedbank is a market-maker in the issuer’s financial instruments;

Planned updates
An investment recommendation for a company that Swedbank LC&I monitor is normally updated when the company has published an interim report. An update is normally made on the day after publication. In certain cases, a recommendation may be

updated in the days leading up to the said report. When required, for example if the company has some extraordinary items of news, an investment recommendation may also be updated during the period between the reporting dates.

Reproduction & dissemination
This material may not be reproduced without permission from Swedbank LC&I. This report may not be disseminated to physical or legal persons who are citizens of, or have domicile in, a country in which dissemination is not permitted according to

applicable legislation or other decisions.
Reproduced by Swedbank Large Corporates & Institutions, Stockholm 2021

Address

Swedbank LC&I, Swedbank AB (publ), SE-105 34 Stockholm.
Visiting address: Malmskillnadsgatan 23, 111 57 Stockholm.
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