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DCM Research - Company Comment

Vasakronan

Q3: Mixed quarterly development

Vasakronan’s property valuations and key credit metrics held steady in Q3
even as operational performance was pressured by a challenging rental market
which contributed to negative net lettings and an increased vacancy rate.
Despite these headwinds, Vasakronan maintained healthy profitability margins
and preserved sufficient headroom against Moody’s rating thresholds. Overall,
a credit-neutral report with resilient financials balancing softer operational
development.

Q3: Negative net lettings and increased vacancy but stable property
revaluations

Vasakronan’s operating development was on the softer side, constrained by a
challenging letting market. The economic occupancy rate decreased by 0.7%
sequentially to 89.3% (88.3% among offices and 95.2% among retail). The CEO
noted high ongoing leasing activity as companies optimise spaces for better
efficiency and quality, yet intense competition has impacted net leasing negatively.
Net lettings amounted to SEK -128m in Q3 (SEK -220m YTD). Looking at
renegotiations’ lettings taking place in 2024, it took place 0.1% above index
compared to previous rent payable (2.0% a year-ago). Rental income and NOI each
grew by 2% for the first nine months of 2024 in comparable property holdings.
Despite these challenges, Vasakronan maintained solid profitability, with a 12-
months NOI margin of 73% and EBITDA margin of 71%, similar to last year.
Moreover, unrealised value changes amounted to SEK 788m in Q3, marking a 0.4%
increase, while the average yield requirement declined 1bp g/q to 4.53%.



Stable financially, some deleveraging alongside slightly lower cost of debt
reported

The company’s financial performance remained stable sequentially, driven by
targeted deleveraging, disciplined investments, and a slight reduction in average debt
costs. Key earnings metrics held steady, while the LTV ratio improved modestly. As
of end-Q3, we calculate 12M EBITDA/net interest of at 3.6x (3.6x a quarter-earlier),
net LTV at 40.4% (41.6%) and net debt/EBITDA of 10.7x (10.9x). The company’s
average interest rate declined by 0.1% to 2.7%. Vasakronan emphasised its ability to
secure new funding at similar levels as the average cost of debt, benefiting from
declining interest rates and credit margins. The company invested SEK 467m in Q3
and reduced net debt by SEK 1,637m g/g. The total investment volume for major
ongoing projects reached SEK 3,720m, with 57% of this already capitalised and high
occupancy rates expected for projects completing in the coming year.

Adequate headroom against Moody’s rating threshold maintained

As of end-Q3 2024, we calculate an effective leverage of 41.2% (35-45% required)
and fixed-charge coverage of 3.3x (3.0-4.0x) according to Moody's definitions.
Hence, adequate rating headroom against threshold is maintained. Furthermore,
Vasakronan'’s credit profile benefits from a broad and well-composed financing
structure, along with cancellation of dividends, and restrained investment activities in
recent years. Overall, the Q3 report appears credit-neutral, with stable financial
metrics effectively offsetting softer operational performance.



Deviation between actual Q3 results and SEB DCM Research estimates (SEKm)

Deviation table Q323 Q4[23 Q1/24 Q2/24 Q3/24E Q3/24 Q3 vsSEB
Rental income 2322 2331 2338 2366 2370 2 344 -1%
NOI 1759 1707 1698 1692 1762 1728 -2%
EBITDA 1733 1682 1679 1654 1733 1700 -2%
FFO 1271 1214 1070 1091 1209 1191 -1%
FOCF 695 467 554 428 627 622
Interest expense -492 490 -525 -530 523 -510 -2%
Net interest expense -453 -436 -468 -486 -488 -468 -4%
Investment properties 181 088 174569 175 455 176369 177392 177 625 0%
Total debt 77 142 76 259 76797 75641 74678 74 479 0%
Net debt 73738 73034 73975 73313 72682 71676 -1%
Total debt { EBITDA (x) 12,1x 11,6x 11.5x 11,3x 11,1x 11,1x
Net debt [ EBITDA (x) 11 5x 111x 111x 10,9x 10,8x 10,7x
EBITDA / net interest (x) 3,8x 3,8x 3.7x 3,6x 3,6x 3,6x
FFO [ netdebt (%) 6,1% 6,4% 6,3% 6,4% 6,4% 6,4%
Gross LTV 42,6% 43,7% 43.8% 42,9% 421% 41,9%
Net LTV 40,7% 41 8% 42.2% 41.6% 41.0% 40,4%
Property Q3/23 Q4/23 Q1/24 Q2/24 Q3/24E Q3/24 DEV
Net acquisitions 0 0 -692 0 0 0
Investments in existing properties -643 -871 -652 -685 -582 -467
Property revaluation -1481 -7 390 458 230 441 788
Yield 4,24% 451% 4,54% 4,54% 4,53% 4,53%
Operating costs Q3/23 Q4)23 Q1/24 Q2/24 Q3/24E Q3/24
Central administration 26 -25 -19 -38 -28 -28 -2%
Running costs -190 -236 -243 -231 -204 -200 -2%
Repairs and maintenance 29 41 42 -41 -33 -32 -4%
Property administration -96 -106 -93 -132 -109 -119 9%
Property taxes -208 -196 -209 -220 212 -215 1%
Leasehold rents -40 -45 -53 -50 -50 -50 0%
Total property costs -563 -624 -640 674 -608 -616 1%

Source: Company data, SEB DCM Research estimate



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

SEkm Q325 Qazs _Qizh Gk Gujk 2018 2019 2020 2021 2022 2023 2024E  2025€ 2026
Pental ncome 89e% 0187 e274 o7 e37% 6718 7040 7000 Tas 8167 e1s7 @ 3% $508 70
NOI 6 %07 o0eP7 0818 0 8% o828 & Bof 3000 sos2 837 secs 0osy ° 80 008 704
E3TDA o 387 (374} 0672 6713 0680 4942 208 4901 Sa2l sesn2 o8y 0003 0839 ev2e
o 4472 ) L0683 L6780 Leil 37s1 3899 3e08 4090 CRL S L7 481 L8068
Y/¥ growth in rental income (%} 13% 1% ) ™ L % M o o% 10% 12% b o 1%
NOImarpn (%) 3% TN ™ 3% % 2% TN TN 7% Ti% ™ 7 TN TN
_!_lﬂDA marpe (%) T1% T2% TN 2% TiN TN 79 Ti% T&% Ti% 2% Ti%m Ti% Ti%
interest expence -1795 -1884 974 -2037 -208% -1 048 -113% -1127 -10338 -1238 SY 1Y -207% -207¢ 2069
Net interestepenze -1678 1730 4780 <1843 -1898 -1043 -1131 111 -1081 -1208 178 -1 889 -10%¢ 1064
Hybrd [ preferred nterest [dnidends 0 Q 2 L] ° 2 L] 0 ° Q 9 ] 0
Advited nieresteipense -1838 -1895 -1087 -2031 -205¢ -1378 1278 -1211 -13s8 -2100 -2094 -2168 -22

invectment propertes 181088 1748569 175235 170369 177623 138934 190071 162420 181875 188317 174869 177074 181671 180119
Totel dedt TT42 70289 TOTOT TSl TLaTe GlOB7 0ce38 &P317 I Te2%% 74285 73888 7337
Coshand equivalents 30 2 a2 2328 2803 28 381s 2558 382 32 257° 2300
Netcebt 73738 73034 73073 T3N3 Tie7e s8872 8312 087%0 0337 Téddl TION 71412 JoeTe 7i0el
Hybrd | prefecred delt [ captsl < 0 3 2 o ¢ El 2 S 0 0 o 0
Adsied debt 78 8% TO3SL  BOS0  TeRLL  TR20E S8 a2 40367 71923 75478 eI TTL  TTWe 7730
Secured st PR S i s 11 -} 12007 11603 w0e71 7 8o PSS 31 11785 12000 11222
Eguty 84558 78002 TosLs 8033 81350 80271 701358 70880 852°0 geTe7 78002 B2 edl 8s78e 8ssol
Aduzied eauty 84588 78902 Toese 803 81820 &0 271 7018¢ 70880 83290 897e7 78%02 B2 el 8s78e essol
Netcebtesauty 158298 131630 133621 18304é 183220 119 14 133270 137628 155007 184208 1851034 154033 156763 180842
Credit metrics Q3723 Q423 Q124 Q2124 Q324 2018 2019 2020 2021 2022 2023 2024E 2025€ 20208
Total dedt [ ESITDA (x) 122 116x 115« 113 113x 124 120n 14.0x 13,5« 133« 116x 111x 108« 108x
Netoebt/ EBTDA (x) 115 113x 111 10.9x 107x 119« 120w 13,5 12.0x 128 111x 10,7x 10.4x 103x
Adwcted debt) EBITOA («) 121 1182 11 8« 1l 114n 116+ 126n 14 1s 13,40 133 11 ax 113 110+ 108x
ESITDA interect (x) 36 35 3 33 33 &7 ann &7 3,8« 32 33 33x
ESITDA /net interect(x) 38 38x 7 Sen Spx 47 a7x 48 3 8¢ 38« S5 38x
EBITDA [ achusted interest(x) 36 36% 3,8 3 Ax 33 43 &2x 44x 53 3.3 33 2%
Fisedchargecoverage (1) 0.4 08 0.4 04 04x 0,3 (VY Sx 0.8« 3.5 S5 35
FEO [totel cebt( %) 38% 6.1% el% 02% 0% 62% 8.9% ™% 0AN LR a9 o.M
FEQ (et dett (%) 0i% 6,4% oM 04N 0.4% 04% 6,2% 9.0% o4% oo% 6.0% 0.8%
FEQ [ adpustedoett (%) 59% 6.1% 0% 8.1% 6.2% s0% 5.9 8.7% 6.3% $3% &.5% 6 5%
GouLtV 2% a7 a38% L29% S LL0% PSS LH 7% L1E% 40,5% 9N
NetLTV 407% 418N L22% Al L04% 422% 5 30.8%  418% L02% 39IN s8N
Aducted LTV 424% 43.0% LN a3 42.9% L24% a29% L04% 411% L35% 423% &11% 202%
Net debt/ cebieequty A00% 48.1% 820 L7TN L0.8% LvLn L85% a52% a8,3% 281% Lost 45.3% L5
Aduated debt) debt - equity L0864 2.2% 52 4% 520% 31.0% 4048 52.3% L85% 48.5% S2.3% S035% 40 3% LB it
Secured LTV 1% 6.4% 0.3% 3% 0.0% o3% 7.4% oA PRI 8.9% AN 0s% o,0% 0.0
Bauity rate 418% &0,5% QLN LO08% 415% L15% 41.2% L0.2% 433% 43,0% &0.5% L1B% L2.7% A33%

Source: Company data, SEB DCM Research estimate
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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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Tenant composition per end-Q2/24 (%)
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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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Overview of Vasakronan's major projects ongoing per end-Q3/24 (SEKm)
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Overview of Vasakronan's major projects ongoing per end-Q3/24 (SEKm)
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LTM leverage and interest coverage (X)
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LTV (%)
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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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Funding composition over time (%)
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Debt maturity profile per end-Q3/24 (SEKm)
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Distribution of funding sources per end-Q3/24 (%)
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Interest maturity profile per end-Q3/24 (SEKm)
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Relative value, selective SEK bonds

SEK bends (senior unsecured > SEK 300m)
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Spread development, selective SEK bonds
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