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More adaptation to higher rates required

The real estate sector in the Nordicsis continuing to struggle to adapt to a
higher interest rate environment. Credit quality will remain under pressure
because of elevated leverage, declining asset values and upcoming
refinancing needs. Nevertheless, with inflation and interest rates starting
to ease recently, it should become easier for companies to take further
credit protective action while refinancing returns to more normal levels .

Credit conditions remain tight, reflecting funding costs and valuations

We expectthe credit quality of Nordic real estate companies to remain undke
pressure inthe coming 1218 months because of valuation headwinds,
refinancing needsand softer economic growth.Most balancesheetsare not
configured to cope withthe recent sharp risein interest rates. As credit
conditions remain tight, higher fundingosts and further valuation decling
will put more pressure onleveraged capital structures. On the brighter side,
easinginflation andinterest rates have improved credit conditions somewhat

Further credit protective measures needed, but some adaptation made
Good operating performance and inflatictinked rent increases have
sustained ental growth, but not by enoughto offset rising capital costs
Property valuationshave been dominated by higher yield requirements, whic
has only been partiallyoffset by rent indexation. For credit quality to stabilise
and refinancing/liquidity concerns talecline, companiewill have to continue
to deleverage their balance sheets by raising equity, divesting assets, and
curtailing capital spendingand dvidends.

An ebbing tide of interest rates meanswe prefer low financial risk issuers

In the same way that a rising tide of low interest rates floated all propert
boats, many issuers are being left high and dry as the tide rolls outer@y-

picking remains key and we favour issuers with low financial risk good
operating performance, and strong financial track records. Furthermore, we
argue that analysing companiesasset quality, risk tolerance, capital
Y11 LEYRhLKO § kb éxtrakelermacEat thig ppint m Ré cyde!
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End of a golden erarestoration of
risk tolerance following tighter
monetary policy

More adaptation to higher rates
required to stabilise credit quality

Financial prudence andflexibility
differ

We favour low financial risk, solid
balance sheet and good cash
flows

Cautioustowards weak earnings
metrics and short-dated and
unhedged debt maturity profiles

2024 might be a make-or-break

year

Reconstruction of ownership in
the sector seems inevitable

Deep dive into the Nordic
property market

Investment conclusions

After several consecutiveyears of low interest rates, good access to financing
resulting in high growth focus and risk tolerance, we believe 2023 was the end
of a golden era. When inflation then increased and central bam&sponded by
raising their policy rates, credit conditions for theproperty sector tightened
rapidly. Higherfunding costsand valuationheadwindshave and will continue to
put pressureNordic property companiegbalance shees, financial metrics, and
credit ratings. Inevitably, the risk to credit quality has inpeased.

Some property companies have started to adjust their business models and
protect their balance sheetsby cutting back capital expenditure, injecting
equity and makingasset disposals. Despite this, evargue that most balance
sheets still reflect a different rateenvironment andhave not adjustedto the
sharp rise in ratesHowever, as inflation and interest ratebave startedto ease,
the prospects for taking furthermeasureshave improved.

As we have highlighted previously,financial prudence and flexibility differ
among issuers, discretionary actions takemisk tolerance, capital allocations
ykD LtkENROI miyi1 hRih

Unsurprisingly, wecontinue tofavour companies with low financial risk, solid
balance sheets, good cash flow generation, and well managed debt portfolios
with no specific growth agenda. High quality portfolios with long average leases
and exposure to structurally stronger segments wilbffer more protection.
These issuers are normallynlisted, with strongerand longer-term ownersthat
are less dependent on dividend distribution.

Conversely, we are cautious towards issuers with weak cash flows and earnings
metrics, modest yield gaps, large development portfolios ameeak owners. We
would also avoid issuers with shostlated maturity profiles and a low degree

of hedging

We believe 2024 might be a mak®r-break year for some of the financigf weak
issuers. A handful of companies have either already or dileely to breach debt
covenants (particulaty in terms of EBITDA interest coverage) suffering from
limited hedging in place and lack of cash preservation measures. A result, it will be
up to the banks and bond owners if covenants can be renegotiatedvaived.

One credit concern is thaseveral property companies in the Nordickave
dominant shareholdes (often the founder of the company)who have limited
financial capacity to inject equity and no desire to dilute their ownership. That
said, we believe dilution is unavoidableleading to the reconstruction of
ownership in the sector.

In this context, we have done a deep dive into the Nordic property market,
assessing the macro background, the property investment and financing
markets and how wellprepared issuers are tacope with the storm they are
engulfed in

Onpages 60-61 of this report, we detail our investmentonclusionsfor select
Nordic real estate companiesBelow, we provide a summary of our most and
least preferred issuers

DCMResearch
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Most preferred Nordic real estate issuers and instruments (for full details see page s60-61)

Issuer Issuer rating Instrument
Catena BBB/Stable (Fitch) SEK
BBB/Positive (NCR) SeniorUnsecured
Humlegarden BBB+/Positive (S&P) SEK
5yy GpwRYy Ci1 E Senior Unsecured
Hemso Stable (S&P) EUR
A+/Stable (Fitch Senior Unsecured
Sagax 5yygpwRy Ci E EUR
Senior Unsecured
Balder BBB/Negative (S&P) EUR
Senior Unsecured
Stenvalvet  BBB/Stable (NCR) SEK
Senior Unsecured
Wihlborgs Unrated SEK
Senior Unsecured
Emilshus Unrated SEK
Senior Unsecured
NP3 BB/Negative (NCR) SEK

Senior Unsecured

Comment

Positive credit and operating momentum. Financial flexibility and capital structure have strengthene
by recent equity raises (SEK 3.8bn in total in 2022). Catena bonds trades to wide compared to peel
-E 1hjE MFIKIEGENDEKZIO ORNLKG ¢NEDPhR KERNDMhe¢ OK
financial strategy. Ownership profile is also strong, and bonds offer decent pigkto Arated peers.
Large and diversified community service portfolio (rather necyclical, more driven by demographics).
Owners has demonstrated support in 2023 and EUR bonds offer attractive pickup compared to SE}
Sagax has good financial discipline, strong earnings metric, and best yield gap in the se@agaxhas
raised almost SEK 4.2bn in new equity during 2023. We see good value in lowizged EUR bonds.
We likeRGE ¢ L Hidkipl& itivEstnent strategy (no dividend) and recent LM activitiesWe believe
Balder has tools to defend its gating over time, hence we see good risk/reward in the EUR bonds.
WREKTY1I TERZO ¢LKKFkhRiG OENTh¢E NLDRgLi hL OGL
bonds trades attractively, also when factoring weaker metrics and some ownership uncertainty.
Wihlborgs has a focused and wedixecuted business model with a good market position and expertis
within its niche.Liquidity is adequate and bond dependence low. 3%ond offer good risk/reward.
Rather stable and financial development in 2023. Emilshus has limited immediate refinancing need
NECEKRI G NYyhOEDP w?X §GGK hk kEt EnfFhRih -E ¥
NP3 has a clear and niche strategy. The company has been proactive handle upcoming bond matu
Although metrics and the yield gap detoriated recently, we argue the financial risk to be under contr

Source:w ? 5 K w U p fRitch, NMORD @i = OK

Least preferred Nordic real estate issuers and instruments (for full details see page s 60-61)

Issuer Issuer rating Instrument
SBB CCC+/Negative (S&P) EUR
CCCH+/% (Fitch) Hybrid bond

K2A Unrated SEK

Senior Unsecured
Dios Unrated SEK

Senior Unsecured
Genova Unrated SEK

Hybrid bond
Citycon BBB/Stable (S&P) EUR

5y Gp  EGYy Rh T E Senior Unsecured
unsolicited basis)

Comment

SBB suffers from itdhighly leveraged capital structure and weak liquidity positiofthere is a risk that
SBB will defer hybrid coupon payment® the nearterm. Recovery prospect on hybrids looks poor.
K2A suffer from weak cash flows and leveraged capital structur&@hough asset quality is rather good,
its development angle with more capex required and weak liquidity position are yet a concern.

Dids has a good market position and operating performance been decent. But the debt and interest
maturity are short and yield gap has narrowed fast. Longer dated bonds looks rich on a relative bas
Genova is an outlier, with a negative yield gap. Balance sheets are leveraged and metrics weak. TF
share of projects investments is also higiWe find better risk/reward in other RE hybrids

6 h Rii¢ L k = Qradegratrer richlok @r@ative basisDividendand capexhave been a cash flow
drag, ICR is weak, and we expect valuation headwinds ahekfbre protective measures are required
for avoiding rating pressure6 h R ¢ Lk t vy O NECEKRI i DLt kuddahicied.p

Sourcew ? 5 K wU p Fitch, MORD @ = OK
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An economic slowdown has
occurred

The Nordic economiesare facing a
difficult and uncertain economic
LFRILL] K CF Rt

t Fnderlying inflation is starting to
fall from elevated levels and
public debt levels are low

Sector drivers and outlook

This section includes an overviewf recent macroeconomic developments and
w ? 5vieW on current conditions, which have a direct impact on interest rate
and capital market conditiors. The section also includes DCM Reseafodew
on sector specific drivers and risks.

Macroeconomic conditions

The macroeconomic outlook and conditions have shifted and deteri@@since
beginning of 2022.The effects of high inflation and rate hikes are noticeable but
varied. That said, inflatioris now well abovethe target of 2% that is common to
most Europeancountries and has been more persistent than previously
expected by many economistsDuring 2021 and 2022, energy and food prices
pushed headline inflation well above core inflation.

Historical and forecasted CPI (%)

Region 2022 2023E 2024E 2025E
Euro area 8.40 5.50 1.30 1.20
Sweden 8.40 8.60 4.20 2.00
Norway 5.80 5.60 4.60 2.60
Finland 7.20 5.20 2.50 2.00
Denmark 7.70 3.50 1.80 1.60

Source: SEB Nordic OutloakNovember 2023

Financing conditions become tighter and more expensive as central banks
battle inflation by raising interest rates and withdrawing stimulBecause of a
generally high share of variablerate mortgages inthe Nordics Sweden and
Norway in particular), higher interest paymentshave eroded consumers
disposable incomeFurthermore, softer global demand is weighing on expert
oriented Nordic economiesSweden has built up a high level of debt in its
household and corporate sectorgspeciallyin the property sector).But a fall in
demand should ease price pressuremd thus the inflation.

Although the Nordic countriesface different challenges, including weak
domestic currencies in Sweden and Norway, they are generally well prepared
for weaker times given generally low public deht In addition inflationary
pressures are easingwith several rapid key rate hikes, alongith supply-side
normalisation, haing had an impact.The extent to which inflation pressures
ease will have a major impact on central bank policies, growth prospects and
conditions on the financial markets.

DCMResearch
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Key question is timing and
magnitude of rate cutst

Source: SEB, Bloomberg

The question is no longer how mamgore rate hikes there will be, but when the
first cuts will occur.SEB expecs that central banks will refrain from new rate

hikes, even though underlying inflation remains a bit above target, and instead
prepare for monetary easing in 2024 As illustrated below, we do not expect
central bank actions to be synchronisedrollowing downside surprise to core
inflation in November, SEB now predicts that the first rate cut from the Riksbank
will come at the June meeting instead of September.

Central bank key interest rates (%)

Region

Federal Reserve (Fed)
ECB (deposit rate)
Riksbank (Sweden)
Norges bank (Norway)
Bank of England (BoE)

2023-11 2023E 2024E 2025E
5.50 5.50 4.00 3.00
4.00 4.00 3.25 2.50
5.25 5.25 4.50 3.00
4.00 4.00 3.50 2.50
4.25 4.50 4.25 3.50

Source: SEBlordic Outlookd2November 2023

t but will the last mile. be the
toughest? It will be a balancing act
for the central banks

Inflationary forces are now weakeningbut risks remain.One key issue is
whether inflation will reach central bankd 2% targets in the nearterm, or
whether the last mile will be the toughestOn the other handif the economic

slowdown intensifies andunemploymentincreases the real estate marketis

bound to suffer.

Central bank tracker, selective regions

Last Last Monthssince  Months since
Keyrate. decision Move last hike last cut

Australia 435 0,28 Hike 11/2023 37
Canada 500 0,25 Hike 712023 5 45
China 345 Cut 8/2023 118

Costa Rica 625 2 Cut 10/2023 14 2

Czech Republic 7,00 125 Hike 6/2022 18 43
Denmark 375 025 Hike 912023 3 27
Euro Area 4,50 0,2¢ Hike 912023 3 93
Iceland 925 050 Hike 8/2023 4 37
Israel 475 0.2 Hike 5/2023 44
Japan 010 Cut 1/2016 202 E

New Zealand 550 025 Hike 5/2023 7 45
Norway 450 0,28 Hike 12/2023 0 43
Poland 575 Cut 10/2023 15

Russia 16,00 00 Hike 12/2023 0 15
Saudi Arabia 6,00 25 Hike 7/2023 5 45
South Africa 825 0 Hike 5/2023 7 41
South Korea 3,50 Hike 1/2023 1 43
Sweden 4,00 Hike 912023 3 94
Switzerland 175 Hike 62023 6 107
Turkey 40,00 Hike 11/2023 1 10
United Kingdom 525 Hike 8/2023 45
United States 550 025 Hike 712023 5 45

MACROBOND

Policy rates from 2000 -2023 YTD, seleded central banks

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

—US (Federal Reserve) —Sweden (Central Bank of Sweden) —Euro Area (ECB)
UK (Bank of England) —Norway (Central Bank of Norway) —Denmark (Policy Rates)

Source: Macrobond, SEB

Source: Macrobond, SEB
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Clearly lower rate projections in
2024 and 2025

Market is currently pricing in
several rate cuts next year

Softer inflation andgrowth data recently, in combination with a more dovish
tone in the US, Europe and the Nordj¢smve opered the door for rate cuts. SEB
believes that recent data support a more balanced approach. Moreover, the
rate of unemployment has started teick higher.Central banks are still prepared
to tighten further, if necessary, but with a shift to more balanced guidance.

The market is pricing in several rate cuts by the Riksbank during 2024. In the
two tables below, we present current and historical market pricing of the
Swedish policy rateand SEEE O E UNE ¢ Ry Riksbakk(ratejpiath froR G E
November 2023. Market pricing haseenvolatile, but with sharply lower rate
expectations alongwith downside surprisesn recent inflation dataglobally. At
mid-December, the market priced isix rate cuts for 2024.

Riksbank and the policy rate as of15 December

Market pricing change as of 15 December

Riksbank and the policy rate Market pricing change
Market Riksbank SEB Market
Decision |pricing November 2023 forecast vs. Decision  [Policy rate Policy rate Policy rate Policy rate
date Policy rate chg | Policy rate chg| Policy rate chgl RB_SEB date Current  chgbps|1 weekago chgbps|2 weeksago chgbps|1 monthago chg bps)

20230921 4.00 25 400 25 400 2510 0 2023-09-21 | 400 400 4.00 400
20231123 4.00 0 4.00 0 400 0 0 0 2023-11-23 | 400 4.00 400 408
2024-02-01 3.99 -1 407 7 400 0 8 -1 2024-02-01 | 399 4.00 400 410
2024-03-27 377 22 410 3 400 0 |-33 -23 2024-03-27 | 377 388 388 410
2024-05-07 352 -25 410 0 400 0 -58  -48 2024-05-07 352 372 376 410
2024-06-27 327 -25 410 0 375 25| -83  -48 2024-06-27 327 352 3.60 400
2024-08-20 3.04 23 410 0 3.75 0 |-106 -71 2024-08-20 | 3.04 3.30 342 388
2024-09-25 282 22 410 0 3.50 25 |-128 48 2024-09-25 | 282 310 323 374
2024-11-07 2.65 -17 410 0 3.50 0 |-145 -85 2024-11-07 | 265 293 306 3.60
20241219 2.50 -15 4.10 0 3.25 25 |-160 75 2024-12-19 | 250 278 291 346
2025-02-06 236 -14 410 0 325 0 |-174 -89 2025-02-06 | 236 264 277 332
2025-04-27 225 -11 4.06 -4 300 25 |-181 75 2025-04-27 225 251 264 319
2025-05-08 219 -6 402 -4 3.00 0 |-183 81 2025-05-08 | 219 244 257 3.09
2025-06-26 213 -6 387 5 275 25 |-184 -62 2025-06-26 | 213 237 251 304
2025-08-21 207 -6 392 5 275 0 |-185 -68 2025-08-21 207 230 247 3.00
2025-10-02 201 -6 3.89 3 2.50 -25 |-188 -49 2025-10-02 | 201 225 244 296
2025-11-06 196 -5 385 4 250 0 |-189 -54 2025-11-06 | 196 222 241 292
2025-12-18 1.95 -1 3.80 4 2.25 25 1-185 -30 2025-12-18 | 195 221 238 290
Note: Decision dates until December 2024 - thereafter SEB assumption Note: Decision datesuntil December 2024 - thereafter SEB assumption

Source: SEB Macro & FICC Research

Soft landing possible, but very
little growth momentum

Inflation and labour markets
crucial for soft landing

Source: SEB Macro & FICC Research

SEB expecs the Nordic economies to slow moderately next yeaas inflation
and rising interest rates erod consumer purchasing powenyhilst weak global
demandwill weigh on expotts. The global economic outlook will continue to be
weighed down by geopolitical turmoil.

Historical and forecasted GDP (%)

Region 2022 2023E 2024E 2025E
Euro area 3.40 0.50 0.70 2.00
Sweden 2.60 -1.00 -0.40 2.50
Norway 3.30 1.60 0.80 1.50
Finland 1.60 -0.10 0.50 1.80
Denmark 2.80 1.10 1.50 3.00

Source: SEB Nordic OutloakiNovember 2023

The inflation outlook and labour marketonditionsare crucial ifthere is to bea
soft landing. Until recently, labour markets have weathered increasingly
subdued economic growthmainly because ofhigh activity in the service sector.
However, in some places, including Sweden, unemployment is now risifige
T CE k E § h&slighthise inRr@gpgoymentabout 0.5%) is needed in the US
and the euro areao ease pressure onwages andinflation and enable central
banks to loos& monetary poligy.

DCMResearch



SectorUpdate N

ordic property sector outlook 18 December 2023 8

Historical and forecasted unemployment rate (%)

Region 2022 2023E 2024E 2025E
Euro area 6.70 6.60 7.00 7.00
Sweden 7.50 7.60 8.60 8.90
Norway 3.20 3.60 3.90 3.80
Finland 6.80 7.10 7.40 7.00
Denmark 4.80 5.10 4.70 3.90

Some mitigating factors in Sweden
are fiscal support

Rising base rates and tightened
capital market conditions have
been a threat to the sector

Source: SEB Nordic OutloakiNovember 2023

It is also starting to brighten for Swedish inflatiorAfaster decline in inflation in
the rest of the world and a slightly stronger krona have improved tlalation
outlook in Swedenas well. Although adwnside risks have decreased, due to
weak households and a sharp decline in residential constructiore expect to
see a drop irdomesticGDP and rising unemploymerluring 2023-24.

Because central government debt is low, at just above 15% of GDP, there is
plenty of room for expansionary fiscal policy. That saidye believe the
government will remain cautious about fiscal policy next year, but strong
central government finances will allow a morexpansionary policy and a
stronger recovery in 2025.

Interest rates, capital market conditions

Rising base rates and tightenechpital market conditions are a concern for real
estate companies in terms of funding costs, cash flow and property valuations.
This is reflected in theN N L N E N R {ilargé EepriRitighiidri®gH2/22-H1/23,
amongboth the debt and equity markets.

SEK swap rates and 3MStibor (%)

EUR swap rates and 3M Euribor (%)
4,5

4,5

3,5

25 f
15

T2 Cal T

- o
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Stibor 3M Euribor —10Y Swap -—5Y Swap 2Y Swap

Source: SEB, Bloomberg

Swap rates have started to
decline in recent weeks

Source: SEB, Bloomberg

After continued upward pressure irswap rates (both in SEK and EUR) until
autumn 2023, they have started to come down in recent weeks, reflecting
lower future rates. The Swedisfive-year swap rate (the typical reference point

for real estate borrowingcosts) has declinedby about 125bp since October.

With inflation and interest rates starting talecrease it should become easier
for companies to take further credit protective action while refinancing returns
to more normal levels.

DCMResearch



SectorUpdate

Nordic property sector outlook 18 December 2023 9

SEK swap curves (%)

EUR swap curves (%)
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Source: SEB, Bloomberg

3M Stibor has peaked and forward
pricing is around 2.5% by end-
2024

Several sector concerns have
resulted in elevated spread levels

Companies are increasingly
refinancing bonds with bank
financing

Source: SEB, Bloomberg

Since yearend 2021, 3M Stiborhasincreased rapidly byc.4%. It was 4.05% as

of 15 December 2023, falling some 15bp after the peak in November. Looking at
current forward pricing, the underlying base ratés indicated at2.5% by end
2024. We normally use the forward pricing as a benchmark in ofinancial
forecasts. Even if a meaningful decline in 3M Stiboeve to materialise next year,
the alkin funding cost would remain relatively higat aroundsimilar levels as the
underlyingnet operation income RNOJ) yields.

3M Stibor forward pricing as of 15 December (%)
4.5
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25
2.0 1985
15
10
0.5
0.0
-0.5
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Source: Macrobond, SEB

Real estate bond spreads have increased because investors are concerned
about the sector'sleverage, rating pressure,the path central banks are taking
on interest rates, slower economic growth, refinancing risks and in some cases
corporate governance.

Given the concerns described aboyéogether with the recent rise in interest
rates, bond debthas becomeoo expensive to refinance for many of the Nordic
issuers during the past 1218 months. Consequently, companies are
increasingly refinancing with secured bank loans.
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Generic spreadtrends, Real Estate and Corporates

Last (2023-12-08) AW 1M -3M YTD
RE A 2Y 77 0 -8 -6 -20
RE A5Y 135 0 -6 -16 -31
RE BBB 2Y 189 0 -10 -31 -161
RE BBB 5Y 297 0 -8 -30 -153
Corp A 2Y 61 1 2 2 -27
Corp A 5Y 108 2 3 1 -27
Corp BBB 2Y 73 1 2 1 -27
Corp BBB 5Y 129 2 4 2 -29
Source: Bloomberg, SEB Fixed Income Trading Strategy (SEB Mid Prices)
Higher-than-normal spread pickup Investors are currently demandinga higher risk premium than normafor
for real estate compared to owning real estate bonds versus similar rated corporates. In the ctsaand
corporates bullets below, we show recent spread development on the domestic SEK

Kynj ERK ¥t OhkG GEKENhe¢e PYyRY gnRLK w?520

1 A 2Y REdXorp: 16bp (3Y average: 6bp)
1 AS5Y REdZorp: 27bp (3Y average: 16bp)
1 BBB 2Y REILorp: 116bp (3Y average: 112bp)
i BBB5Y REIZLorp: 168bp (3Y average: 144bp)
SEK spread curves Real Estate A Outright SEK spread curves Real Estate BBB Outright
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R A $7 ‘L&N S s ¥ 'L&W s S S REA2Y —REASY RE BBB 2Y - RE BBB 5Y
REA2Y —RE A5Y RE BBB 2Y RE BBB 5Y ——Corp A2Y =—Corp A5Y ——Corp BBB 2¥—Corp BBB 5Y
Source: Bloomberg, SEB Fixed Income Trading Strategy (SEB Mid Prices) Source: Bloomberg, SEB Fixed Income Trading Strategy (SEB Mid Prices)
The domestic bond market has A clear downward shift in the swap market, driven by falling inflatignis
improved, easing refinancing risk benefiting the real estate sector. The bond market has also improved in recent
quarters, easing the refinancing risk for the sector to some extent.
Overall muted bond issuance After very muted bond issuance activity during H2/2H1/23, we have seen
activity, but with some positive s some positive signs in recent monsh(across both IG and HY issuerspur
impression is that most Swedish credit funds have adequate cash available to
deploy selectively in the domestic bond markeg{though very namespecific).
Better rated real estate companies, including those rated-/A3 and higher
have been able to issue bonds at decent spreads throughout market turmoil.
SEK BBB RE spreads have BBB real estate SEK generic spreads have tightened around 150bp YTD
tighten ed about 150bp YTD, albeit following new issuance activity post summeMost primary issuancehas been
from elevated levels taking place inside the secondary curvedNevertheless, recent bond issues

have been relatively small and with short tenors and thuare not fully
representative of the whole market.
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SEK spread curves Real Estate A Outright SEK spread curves Real Estate BBB Outright
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BBB curve might steepen a bit Looking at current secondary curves and spread outright, we believe the
ahead generic SEK RE A cunigfairly priced (A 5Y-2Y: 58bp, 19bpyearly slope). That

said, we believe the BBB curve might steepen a bit, particuldsstween 2 years
and 3 years (BBB 5¥2Y: 108bp, 36bp yearly slopd.

Comparative bond returns, ICE BofA Euro Real Estate Index

Monthly 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Jan 1,09 -0,36 0,06 131 121 136 -054 208 -1,09 189 108 0,77 -057 -025 154 164 020 -1,75 3,92
Feb -009 o008 115 -065 134 0,70 0,71 161 146 026 0,72 0,74 149 -003 086 0,01 -078 -3,44 -049
Mar -0,25 -1,08 -011 -1,70 105 055 -047 091 087 053 -024 191 -049 -026 1,93 - 021 -1,73 -2,83
Apr 13 -036 -003 -0,18 148 083 0,76 065 084 091 -063 062 0,72 0,16 098 0,72 051 -367 1,83
May 084 053 -073 -063 634 063 141 078 -011 1,16 -055 035 055 -014 -0,07 0,00 -0,31 -2,79 -0,03
Jun 1,03 -045 -023 -089 567 -006 -005 -017 -152 0,70 -193 1,71 -068 -003 211 295 0,53 -630 0,18
Jul -0,17 1,07 0,82 057 317 016 159 284 0,73 058 115 214 074 001 157 129 1,53 6,96 2,38
Aug 0,80 0,90 0,32 1,10 256 185 -060 139 -0,13 1,29 -068 000 085 0,18 073 061 -045 -399 -0,10
Sep -0,07 041 -08 -128 223 -029 -052 -013 0,71 043 -072 0,06 -024 -043 -082 081 -078 -482 -0,03
Oct -083 031 040 -516 119 -024 083 088 101 033 149 -1010 127 -0,17 -033 099 -1,11 -337 -0,05
Nov -007 056 027 -2114 -134 021 -1,09 098 025 075 083 -146 -024 -090 -014 162 0,11 571 2,70
Dec 031 -0,78 -141 -432 044 -017 129 072 -0,72 069 -089 042 -048 -029 -020 041 -0,18 -2,34
Quarterly

Q1 075 -136 1,10 -1,06 364 263 -031 466 123 269 157 345 042 -054 439 -635 -0,38/ -6,77 0,50
Q2 325 -029 -099 -1,70/ 1403 141 213 127 -080 280 -309 270 058 -0,01 303 368 0,73 - 1,98
Q3 0556 2,40 0,28 037 817 172 047 413 131 231 -027 220 135 -025 147 273 028 -225 2,24
Q4 -0,60 0,08 -076/ -11,20 0,27 -020 101 261 054 1,78 143 -205 054 -136 -0,67 304 -1,18 -0,25

Yearly

Year 399 079 -0,38] -13,382 28,18 565 3,33 1323 228 992 -044 635 292 -214 840 2,78 -0,57 - 7,55

Note: ICE BofA Euro Real Estate Index includes investgnade issuers with EUR benchmark maturity bond outstanding (+1year maturity). The weighting method in thebyndearket cap.
Source:Bloomberg, SEB

Bounce back in real estate bond Looking at comparative bond returns, 2022 was a difficult year, not least for

performance after a poor 2022 real estate euro-denominated bonds {20.2% for ICE BofA Hro Real Estate
Index vs-13.9% for Corp IG Index That said, real estate bond performance has
bouncedbackduring 2023 (7.55% vs 5.1% for Corp IG Index).
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Comparative equity returns , Carnegie Real Estate Index

Monthly 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Jan -6,91 -0,01 -2,87 7,21 3,50 4,87 9,08 -6,74 -2,64 -2,35 10,01 5,59 -4,32 -10,59 10,85
Feb 2,14 4,05 0,20 0,84 6,98 983 1290 4,83 436 -1,37 0,02 -7,26  -1,02 -5,73 -4,85
Mar -6,30 8,15 495 -1,15 -1,83 -1,46 -386 348 -336 2,20 6,96 | -22,80 3,57 4,22 -11,03
Apr 19,45 -571 1,79 1,70 5,18 3,94 -051 -0,77 5,44 7,44 -126 1,40 10,67 -15,84 4,67
May -4,22 -1,19 030 -2,29 3,07 430 -582 428 6,26 104 4,10 3,24 7,45 -3,75 -13,89
Jun -355 325 -326 063 -663 -0,60 -650 0,18 -2,14 1,01 2,01 -0,10 1,77 | -26,18 2,14
Jul 5,41 5,42 -4,33 716 452 -007 7,80 9,71 128 9,60 6,80 1,87 12,77 23,18 11,16
Aug 18,07 1,40 -249 -159 -253 -0,37 -0,16 4,08 0,18 2,56 9,56 -3,27 5,96 -7,59 -1,15
Sep 2,88 19,67 -7,81 254 0,66 -2,83 1,70 -2,78 2,97 -2,60 1,09/ 19,31 -12,47 -18,92 -6,91
Oct 0,71 0,23 5,64 1,10 4,42 3,24 10,02 -6,55 1,11 -354 -4,10 -9,19 14,32 4,81 -3,86
Nov -1,32  -6,42 -4,28 1,71 056 6,43 0,31 -190 -1,21 1,00 7,66 15,26 8,42 8,15 19,17
Dec 572 1519 1,78 0,50 242 6,62 304 115 1,37 0,66 6,32 0,35 -2,95 2,20
Quarterly

Q1 -11,07 12,19 2,28 6,90 8,65 13,24 18,12 1,57 -1,64 -1,52 16,99 -24,47 -1,77 -12,10 -5,03
Q2 11,68 -365 -1,17 004 162 7,64 -1283 3,69 956 949 4,85 4,54 19,89 -45,77 -7,08
Q3 26,36 26,49 -14,63 8,11 265 -3,27 9,34 11,01 443 956 17,45 17,91 6,26 -3,33 3,10
Q4 511 9,00 3,14 331 7,40 16,29 13,37 -7,30 1,27 -1,88 9,88 6,42 19,79 15,16

Yearly

Year 32,08 44,03 -10,38 18,36 20,32 33,90 28,00 8,97 13,62 15,65 49,17 4,40 44,17 -46,04 6,30

Source: Bloomberg, SEB

Extremely volatile equity
performance and valuations
recently

Swedish real estate equity has
rallied about 35% since the low in
October

Improved sector outlook depends
on falling inflation and interest
rates

Key questions aretiming and
magnitude of rate cuts, andat
what level will rates normalise

As demonstrated by theabove heat map Carnegie Real Estate Index equity
returns), equity prices are more volatile than market valuation®articularly
during 2023, we believe equityhas beenpredominantly traded on macro and
rates expectations after quickly pricing in property valuation declines and
refinancing risk in 2022 (resulting ina large discount to reported net asset
values). This is one main factor why more listed companibave so far decided
against raising equity in order to strengthen thé& balance sheet {e. a
reluctanceto beingdiluted).

Since the low at the end of October, Carnegie Real Estate Index has rallied some
35%. That said, if the equity market stabilises or further improsewe believe
prospects for morecapital contributions will improve, which would be needed
for stabilising the deteriorating credit quality.Looking at current equity pricing
inthe Swedish property sector, the average discount to net asset value (NRV)
was 36% in midDecember 2023 according to SEB Equity Research, which
corresponds to an implied discount in prepty values (for NRV = share prices)

of ¢c. 17%.

Growth drivers and outlook

As highlighted previously, the real estate sector in the Nordics needs to continue
to adapt its strategy and business model to a higher interest rate environment.
Current leveraged balance sheets, shortatated debt and interest maturities
are problematic for companies, althougfinancial prudence and flexibility differ
among issuers and ratings.

An mproved sector outlookdependson continued falling inflation and lower
swap and key rates. The key questigirelate to thetiming and magnitude of rate
cuts by the major central banks, andt what level will interest ratesnormalise
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Overview of Nordic real estate key industry drivers

Consumer Current S-T M-T .
X Comment Comment on outlook expectations
confidence state outlook outlook
. lic fi here i i I
GDP has trended lower since the end of 2022. SEB g(t;aoneg fgg?nlgr;n;i:?;sgﬁzn tfiiéillsgl?cr;:lsdz:\acze
GDP growth expects the Nordic economies to slow in 2024, with v o ) p‘ . P Y p . . .
negative GDP arowth in Sweden inflation is under control, although this is more likely ir
g 9 : 2025 than in 2024.
Diminishing household purchasing power, due to surgi Lo .
. ) 9 S p gp o 9 The decline in household consumption and consumer
inflation and rising interest rates, is hurting consumer " R - .
Consumer ) ) ) confidence will depend on the severity and duration o
X confidence. Improving real wages should provide sor == a ; -
confidence o . the recession and how efficiently central banks tackle
support to households, but this will be offset by higher inflation
unemployment. ’
Rapid shift in funding cost and conditions following All eyes are on inflation and central bank guidance. S
Interest rates recent rise in interest rates. Concerns around leverage - - expects core inflation to continue to decline over the
debt and interest duration and rates sensitivty have next 6-12 months. Current swap rates already reflect
increased as a resullt. lower future rates.
Valuations are adjusting to interest rate increases, anc Lnbphe NNLNENDRO ¢LKNykhE
Property yields / unrealised value changes are down some 6% on - - to reflect the new interest rate environment. We
valuations average since the peak. Lack of transactions and vola forecast an average peak-to-trough decline of 15%
rates means great repricing uncertainty. (ranging from 8-20%).
Although softening, the rental market generally has A combination of weak economic growth and high
remained afloat. Vacancies have not increased interest rates will probably push vacancies higher witt
Vacancy rates - ) v = : h .
dramatically, although offices have not recovered to pr atime lag. Cyclical segments, seconday locations anc
pandemic levels. lower quality assets will suffer most.
. ’ . We see some downside risk for rents over the mediur
Inflation-linked clauses in rental contracts will support ;
X L . term, depending on the supply/demand balance and t
Rents rents in 2024, but it will become harder to increase 'S v ) ! . i
economic outook. Underlying rents in cyclical segmer
rents when contracts come up for renewal. : ) L
like offices and retail will probably stagnate.
Bond market volumes have dried up for many issuers,
meaning they have to rely on banks to cover the fundii Access to debt funding will remain tight, with the shift
. -, - Iden era for proper nds h. nded. Th from un r red fundin rsisting.
Funding conditions gap ggo del 'e a for p gpe ty bonds has e dled e v - om unsecu eq Fo sgcu ed funding persisting '
rapid increase in underlying rates means funding costs However, conditions in the bond market should impro
are in some cases higher than yields, which is as inflation moderates and interest rates ease.
unsustainable.
Transaction Nordic transaction volumes in the 11 months to end- Liquidity should improve in 2024 as interest rates and
o November 2023 were down 62% compared with the v = funding costs stabilise, but bid ask/spreads in the
markets liquidity ; ) )
same period last year. market will probably decline.

) ) i After several years of high appetite for risk and a focus Financial prgdence ar'!d risk aversion is needed to .
Financial policy / ) o appease rating agencies and bondholders. As metrics
. on growth, risk tolerance has dropped and survival is = = X . i X . . .
risk tolerance deteriorate, discretionary actions will determine credit

now the key. .
resilience.
Legend:
Very favourable
Favourable
Neutral

Somewhat unfavourable
Very unfavourable

Source: SEB DCM Research, SEB Nordic Outlook November 2023

No subsegmentis immune to yield
EONykORLK CF Rt

The extremelow yield era within the property sector has come to an end in
2023. No subsegment is immune to yield expansion, although cyclicality and
structural drivers drive a diverging rental and valuation outlook. Positive rental
growth thanks to good operating performance and inflatieinked rent
increases ha not been sufficient to offsetrising capital costs. In terms of
property valuations, indexation has only partly offset market value declines
resulting from higher yield requirements
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t cyclicality and structural
changes drive a diverging rental
and valuation outlook

Increased divergence within
offices

Potential po sitive triggers would
be equity injections and financial
and valuation conditions holding
up better than expected

In terms of the different segments, we argue that property fundamentals for
regulated residential and community services arsolid, given theirnon-cyclical
dynamics andlarge supplydemandimbalance. That said, the concern among
residentialisthat landlordscannotpush full indexation onto tenantsmearnwhile
funding costs are currently higher than NGjields. Among logistics/industrial,
we expect to see somewhat softer occupier demand balanced by generally
longer lease structures and often rather low rent levelsHowever, we expect to
see a greater divergence between prime lasinile logistics and secondary big
box warehouses.

We seethe largest downside risks in the more cyclical segments retail
(discretionary retail; we have no major concern regarding grocery/food
anchored retail) and norprime office. This reflects the slowing economic
growth and high inflation, impacting occupier and investor demaril both
segments and consequently weakeéng valuations. That said, we expect
demand for highquality offices with high environmental certification and prime
location to be more resilien

Key sector concerns and triggers

Potential positive triggers

I Capital injections. An equity raise that strengthens credit metrics and
capital structure is one of the maimpositive triggers, butis also the most
efficient way to deleverageand rebase balance sheets for the new interest
environment Building a track record of acces® equity and ownership
support under moredifficult capital market conditionsis key to pleasng
rating agencies and bondholders. Depending the size of the capital raise,
it may also enable companies to capitalise on valgeeating investment
opportunities in current market conditions while maintaining an adequate
liquidity position.

1 Asset disposals at decent terms. In combination with capital injections
executing on asset disposalspfoperty, JVs, financial holdings) at decent
terms would be credit positive. However disposals are not aeffective as
equity raises to reduce leverage. We also believe i fairly difficult to
complete larger portfolio disposals under prevailing market conditions.
Nevertheless,this maybe onetool in the toolbox, and a way to streamline
portfolios and divest norcore/strategic assets.

1 Lower yields and a soft landing. Another positive driverthat could reduce
downside risk is if interest and swap rates continue to ease while central
banks managea soft landing, avoiding a deep recessiofthis scenario is
supported by the fact that interest ratesare starting to ease, which would
result in more normal and sustainable terms on upcoming refinancing than
previously.

1 Prudent liability management and liquidity . The fourth potential positive
trigger would be prudent liability management activities andhaintained
strong liquidity.Buying back bondsthat are trading at larger discounts with
the proceeds of equity/injections or asset disposals could support capital
structure and liquidity positiors.
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Potential negative triggers would
be more rating pressure, tighter
funding conditions and sector
implications for force d asset
selling

Potential negative triggers

1

Rating pressure and tighter funding conditions . Among the larger and
public rated companieghat are strategicaly dependent on capital market
debt at decent terms, prolonged and intensified rating pressure would be
one of the main negative triggers. Companies at risk are mainly those where
investors and rating agencies have limited visibilityndhow financial metrics
and liquidity position would improveLiquidity pressure and significary
higher funding costsresulting in weakening interest coverage ratiohave
resulted in rating downgradesover thelast 12 months.

Forced asset sellers. As liquidity and refinancing risk gradually start to bite
in the Nordics(may culminate in 2024 and 2025), the risk for forced asset
sellers should increase as higher interest rates make it difficult for some
issuers to service or refinance their debt. Consequently, there might be
some spillovereffects on this, havinga negative impact on both property
revaluations and investor sentiment.

Minority disposals. In the wake of reducing debt to improve liquidity, more
companies are likely to consider minority stake disposais boost short
term liquidity. However, credit implications will differ depending on the
transaction details. If the minoritydisposal is structurel in a way that
increases the group structure's complexity and raise the risk of asset
dilution andcash outflow,thenit may be viewed as negative

Deteriorating operating fundamentals . In combination with tighter credit
conditions, if operating fundamentals weaken due to downside riak the
macro level,then this could lead toa more sustainablereduction in rent
levels and occupancy, and lower market value. Hence, credit qualitt
least shortterm, would face operational and financial pressure.
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Property investment market

The property investment market section contains information and statistics on
the Nordic transaction and rental market across different asset classes and
regions, including a yield gap overview. We alpovide data on what hadriven
RGE GNLtRG hk ¢LKNykhEOX hkTEORKEKR
understanding of the Nordic market, and prospects for development and risk
ahead.

Transaction market

Tightened financial conditions are Tightened financial conditions are impacting volumes, yields and risk appetite.
impacting volumes, yields and risk This, together with higher interest rates, has resulted in a cautioudordic
appetite transaction market with noticeably lower activity and fewer transactionghan

previous years. For transaction liquidity to recover, we argue the market needs
a clearer ideaof when interest rates will stabilise.

Cautious transaction market, Nordic transaction volume in 2023 through tdNovember amounted to EUR
volumes in 2023 (to November) 17.1bn, down 62% compared to the same period last yeaRegarding the
are down 62% yly distribution among Nordic countries, Finland is down the mos§%), followed

by Sweden ¢59%), Norway (-59%) and Denmark {56%) .

Monthly Nordic transaction volumes (EURbn) Nordic transaction volumes by country ,LTM
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Source:Colliers Research, SEB Source: Colliers Research, SEB
Sweden s the largest market Swedenisthe largest market representing39% of the volumeover thelast 12
representing 39% of the volume months. Looking at crossborder transactions in Sweden, foreign investors
LTM accounted for 2% of the last 12-month volume as of endNovember 2023,
which can be compared t@7 % a yearago andor athree-year average of 25%.
Muchless competition in the transaction marketogether with a weak Swedish
krona, can explain the uptick among international investors in recent months.
During the recent turmoil, foreign interest has meaningfully increased,
especially among more opportunistic investors.
The gap between seller and buyer One of the main reasons for transaction volume being significantly lower than
price expectations remains high last year is the large gap between buyer and seller yield expectatmmwe

believe. Looking aheadif interest rates start stabilising and predictability
increases, the gap between buyer&and sellersviews on valueshould narrow
Investors are currently calculating higher risk premiums across all segments
due to higher financing costs and the uncertain market sentiment, resulting
upward pressure on yield requirements. Reportevaluations are slowly but
surely adjusting to the new yield requirements.
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Nordic transaction volumes, trailing 12M
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New market dynamics with
several companies with larger
divestment plans in a market with

limited net buyers

Source: Colliers Research, SEB

Noteworthy, we see completely new dynamicsin the Nordic transaction
market. There are gveral companies with larger divestment plans in a market
with limited net buyers. The listed property companies, which in the pdstve

been major net acquires, quickly shifted from being the largest net investsto
now being sellersThis is also demonstrated below, whiclsts the 10 largest
transactions in the Nordis over thelast 12 months.

Top 10 Nordic transactions (LTM)

Deal (sorted by size)Date Buyer Seller Property/Portfolio Country Estimarted price
1 Nov-22 Brookfield SBB 49% of education portfolio (EduCo) SE, NO, DK, FI  SEK ~22bn
2 Nov-22 Képan Pensioner SBB Remaining 50% in Svenska MyndighetsbyggnadeSE SEK ~8bn

3 May-23  AP7 AMF Urban Escape (Gallerian) - 33% JV ownership ~ SE SEK ~7.8bn
4 Oct-22 Peek & Cloppenburg ATP & PensionDanmark Retail portfolio DK EUR ~0.6bn
5 Dec-22 Blackstone Corem Logistics portfolio SE SEK ~5.4bn
6 Dec-22 Delcore (ICA/AMF) ICA Fastigheter Retail portfolio (new JV) SE SEK ~5bn

7 Jun-23 NREP (Altura) Vectura Nursing home portfolio SE SEK ~5bn

8 Jul-23 NREP Fabege Two office properties SE SEK ~3.4bn
9 Oct-22 Folksam DNB Vasahuset (Stockholm city property) SE SEK ~3bn
10 Sep-23 Diakonissehuset LovisenbergSBB Hospital and development site NO NOK ~2.8bn

Source:Colliers Research, SEB

The transaction market is
dominated by funds and private

investors

Nevertheless,various real estate/alternative funds have been a bright spat
the transaction market,deploying capitalduring prevailing marketconditions

across property segmentsFunds are currently the largest investor type in
Sweden, followed by private investors. Althoughanked third, mostinstitutions
havebeenfairly passivecompared to previous years, and not at least compared
to 2008. Our impression is that many Swedish institutions already have
meaningful real estate exposure (either directlymindirectly) andseem content
with their current exposure. Consequently, we do not expect the institutions to
be a major net buyer in this property cyclea{though AP7 might be the outlier).
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Swedish transaction volume per year by investor
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Nrep has been the largest single
investor in Sweden in the last 12

Source: Catella, SEB

Nrep, which is a Copenhagen bad@rivate equity real estate firm, has been the
single largest investorin Swedenover the last 12 months (SEK11.4bn), after

months successfully raising EUR 3.7bn in its record equity raise of NREP NSF V fund
(closed in May 2023).Moreover, Blackstone, via its entigpwned funds, has
also been an active and largmvestor (SEK 7.3bn LTM)AP7 has also been a
large net buyer, via one large acquisition (Urban Escape/Gallerian), under its
new SEK 180bn investment mandate in illiquidsaets, such as real estate,
private equity and infrastructure.

Monthly transaction volumes in Sweden
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Swedish transaction volume
amountsto SEK Bbn YTD

Source: Colliers Research, SEB

The Swedish transaction volume in 2023 through tdovemberamounted to SEK
76.1bn. We expect some liquidity relief closer to the rate peak amdth more

large bond maturities looming. Looking at previous property cycles in the Nordics,

2FNLNE

kD RGE ¢wK eNNEGHWTEOCOIRRILKEDRI

quarters, which might indicate that improvediquidity is around the corner.
Furthermore, we have seen a strong recovery in listed property equity since end
October, albeit from depressed levelsThat sid, Carnegie Real Estate Index
(market index of listed Swedish real estate stocks) was up 19% in November.
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Yield requirement s and gaps
increasingly in focus

Yield levels are still on relatively
low levels from a longer historical
perspective, despite decent uptick

Yield gaps have dramatically
decreased

Yield requirements and gaps

Followingthe significant narrowing in thdéunding gap investorshave to a larger
extent begun to focus on the relationship between financing costs and property
yield levels.Moreover, yield estimates are trending upward in all segments. On
an aggregate basis, yield requirements have increasdy about 0.52% on
average over the last 12 months (Office: 0.48%; Logistic/Industrials: 0.48%;
Residential: 0.51%; Community Service: 0.63%).

In ahistorical perspective, the yields for all type of properties are on relatively
low levels. Since the end of th&lobal Financial Crisis and up until 2021, the
property market experienced a stable declining trajectory in terms of yield
requirements. The yield compression has been most pronounced in the office
segment Although the other segments have also experiencedield
compression, it has not been in the same magnitude as for offices and
industrials. The graph below shows that yield requirementsciease quickly in

an uncertain macroenvironment with interest hikes by central banks and an
expected downturn in the economy.

Historical average yield requirement by segment (%)
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In our coverage universe, yield gaps (calculated as property yield reported
minus average funding costs) are about 1.7% tighter on average compared to
six quarters ago. Companies within the logistic/industrial and community
service property segment are currently benefitig from the greatest yield gaps
(2.2% as of endQ3/23). Companies within residential and office had an
estimated yield gap of 1.21.3% at the same date.
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Average yield requirement by segment Average yield gap by segment
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Stockholm office yield gap at The average yield gap among prime offices in Stockholm was 1.36% as of-end
0.7% as of end-Q2/23, 0.4% in Q2/23, which represents a gap narrowingof 1.3% at end-2021. Similar
Oslo estimated yield gap in Oslo was only 0.4% (1.4% p&nd-2021).
Stockholm prime office yield gap (%) Oslo prime office yield gap
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Sweden retail yield gap at 0.8% as The average yield gap among prime retail Bwedenwas 0.8% as of end
of end-Q2/23, 0.1% in Norway Q2/23, which represens a gap narrowingfrom above 1.4% at end-2021.
Similar estimated yield gap ilNorway was only 0.1% (1.9% as of end2021).
Sweden prime retail yield gap Norway prime retail yield gap (%)
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Swedish logistic yield gap at 1.9% The average yield gap among prime logistics in Sweden was 1.9% as of-end
as of end-Q2/23, 0.9% in Norway Q2/23, which represens a gap narrowingfrom about 0.6% since end2021.
Similar estimated yield gap in Norway was only 0.9% (2.1% as ehd-2021).

Sweden prime logistic yield gap Norway prime logistic yield gap
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Swedish logistic yield gap at 1.9% The average yield gap among prime logistics in Sweden wa8%. as of end
as of end-Q2/23, 0.9% in Norway Q2/23, which represens a gap narrowingfrom about 0.6% since end2021.

Similar estimated yield gap in Norway was onl§.9% (2.1% as ofend-2021).

Property revaluations

Property valuations are slowly LnNbhée NRNLNERNRO chavyettkréfEcOrie nefvinteres ritd L k O
adjusting environment. Valuations are slowly but surely adjusting to this, andrealised
value changes are down approximately 6% on average since the peak54
quarters ago). That said, we see further valuation headwinds in the fourth
quarter and throughout 2024, althougha lack of transactionsand volatile rate
developments create greatrepricing uncertainty.

Normal lag among external One ofmainreasons why we have not seen largefaluation declinesis because
appraisers external appraisals normally adjust market valuations down with time lag,
absent of material transaction prod. _LNDELTENK KLOR ¢LKNYV |
portfolios are valued externally every full year and migear, and internally
valued in other quarters.The other main reason for only moderate value
declines so faris due to theimproved NOIduring 2023 amid high inflation and
indexation has partly mitigated the effects of increased yield requirements.
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Unrealised value changes 2017 -Q3/23 (% of total value ), Nordic issuers

Akademiska Hus
Akelius

Arwidsro

Atrium Ljungberg
Balder

Bonnier Fastigheter
Castellum
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Citycon

Catena

Corem

Di6s

Eastnine
Emilshus

Entra

Fabege
Fastpartner
Genova

Heba
Heimstaden Bostad
Hemsd
Hufvudstaden
Humlegérden
Intea

Jernhusen

K2A

Kojamo

Nivika

NP3

Nyfosa

Platzer

Rikshem

Sato

Sagax

SBB

Stendérren
Stenvalvet
Svenska Handelsfastigheter
Trianon

Vacse
Vasakronan
Wallenstam
Wihlborgs
Willhem

Average
Median

2017 2018
6,6% 3,1%
N/A 4,9%
11,6% 0,6%
4,6% 5,9%
5,7% 7,2%
14,8% 6,3%
5,0% 5,9%
N/A N/A
Ll aTw
2,5% 2,4%
3,1% 3,5%
2,1% 3,4%
N/A 3,6%
N/A N/A
9,4% 3,2%
11,8% 12,8%
4,9% 57%
N/A N/A
N/A 6,1%
N/A N/A
4,7% 4,7%
N/A 8,9%
8,0% 8,6%
N/A N/A
1,3% 0,9%
N/A 6,8%
N/A 2,6%
N/A 10,0%
2,8% 2,0%
3,0% 4,4%
N/A 7,8%
4,2% 4,8%
2,0% 2,7%
4,6% 4,6%
13,6% 6,4%
5,9% 4,5%
N/A N/A
4,4% 1,4%
7,3% 3,7%
N/A 2,3%
6,7% 8,3%
6,6% 4,2%
5,0% 3,2%
N/A 5,9%
5,7% 4,8%
4,9% 4,5%

2019 2020 2021 2022 Q3/22 Q4/22 Q1/23 Q2/23 Q3/23
4,4% 3.2% 12,0% 1,1% -1,4% -1,9% -0,3% -0,2% -0,7%
3,4% 0,3% 15,6% -2,0% -7,3% -0,3% -1,3% -3,1%

5.9% 6,3% 10,3% 5,7% 0,3% 2,0% 0,0% -1,5% -3,5%
49% 00% 6.2% 47% 01% 2,4% 07% 1,0% 08%
71% 23% 74% 2,6% 03% 0,4% 0,7% 12% 0,8%
6.4% 34% 87% 5,1% 00% 5,3% 00% 00% 00%
47% 3,7% 43% 2,3% 0,0% -4,0% 3.9% 04% 1%

N/A 0,5% [INGE% 1,9% 0,5% -1,3% 0,0% -0,5% 0,3%
35% 12% 14% 0,0% 2,0% 11% 06% -19%
51% 6,6% 11,0% 2,9% -0,5% -1,3% -2,5% 0,5% -0.2%

16,3% 5,6% 43% 3.2% 0,7% 3,8% 19% 19% 42%
15% 0,8% 6,8% 05% 14% 1,1% 1,8% 04% 0,7%
4,5% 4,8% 3,6% 1,6% -0,4% 0.3% -2,8% -1,3% 1,7%
46% 5,3% 10,4% 14% 04% 12% -05% 00% 00%
4,1% 11,5% 8,0% -2,9% |IAE% 0,5% 0,5% -3,2% -3,0%
8,4% 3,7% 58% 0.3% 03% -41% 2,4% -2,0% -19%

10,1% 35% 9,4% 2,4% 0,0% -4,7% 0,0% -4,2% 0,0%

15,3% 7.0% 83% 07% 0,3% -2,6% -1,4% -1,9% -0,9%
6,5% 6,6% 11,3% 37% 3,0% 1,7% 1,7% 2,5% 2,4%
4,4% 5,8% 7,6% -1,5% -1,9% -3,3% -3,9% 2,1% -1,5%
3,7% 4,0% 11,1% 07% 2,0% 25% 15% 2,0% 08%
6,19 IING0% 5,6% 0,4% 0,2% 1,4% 1,8% 2,8% 1,2%

10,2% 1,7% 6,5% 30% N/A -33% N/A 39% N/A

N/A N/A 15,5% 13% 0.2% 0,0% 04% 09% 05%
41% 2,0% 6,7% 4,8% 0,0% 1,8% -1,8% 05% 1,1%
7.0% 4,0% 9,6% 0,0% 0,3% -2,9% 1,7% -1,4% 1,7%

16,0% 3,4% 14,9% 1,7% 0,4% [ES% 0,1% 0,2% -1,6%
55% 4,0% 52% 13% -05% 1,7% 07% 03% 19%
39% 1,7% 10,0% 16% 0,1% 04% 03% 09% 0,8%
2,6% 2,6% 48% -1,6% 0,6% -3,5% -1,2% 0,7% -0,1%
7.8% 47% 50% 10,2% 09% -0,8% 00% 2,1% 1,7%
3.2% 3,7% 10,3% -3,2% 0,0% -3,4% 1,7% -1,8% -2,0%

13,6% 0,3% 27% 0,.3% 0,0% 1% 09% 15% -04%
42% 3,5% 9,2% 3,4% 1,2% -1,5% -0,6% -0,9% -0,2%
35% 11,2% 16,3% 32% 13% 2,8% 17% -4,0% 28%
2,7% 1,0% 11,8% 1% 0,0% 2,8% 00% 12% 1,0%
7.5% 1,4% 18,6% 2,3% 0.1% -0,6% 0,0% 1,7% -2,4%
3,8% 6,1% 6,7% 2,9% 0,0% 0,9% 0,0% -0,10 [NT2%
38% 45% 11,5% -1,8% 0,4% -3,1% -0,1% -0,1% -0,6%
47% 28% 46% 01% 0,1% 1,7% 09% 05% 1%
9,3% 07% 9,2% 2,7% 1% 3,1% 2,7% 14% 0,8%
5.2% 2,4% 61% 41% 00% -4,6% 00% -1,0% -0,3%
34% 18% 45% 07% 01% 00% 0,1% 01% 15%
7.0% 6,0% 15,6% -1,8% 0,1% -3,0% -3,5% 2,9% -1,5%
6.0% 33% 85% 0,0% 0,4% 2,2% 1,0% 13% 14%
4,.9% 35% 8,0% 0,1% 0,0% -2,0% 0,7% -12% -1,1%

Source:SEB, Company reports

NOI growth is not enough to
prevent further value declines

Lower-yielding property segments
have beenmost rate sensitive

That said, we believe increasing rents and NO) is not enough to mitigate further
valuation declinesdue to the rapid rate expansionNevertheless, the cash flow
required to mitigate value corrections diffes depending on the asset segment
and vyields. After several years of steady divergence, @ have seen a
dramatically narrowed yield gap compared tdhe risk-free rate.

Valuation declines have variedmongcompanies and segmeist Issuers within
lower-yielding property segments (residential and prime offices) have been
most sensitive to higher yield requirements. Among higher yielding property
segments, valuation declines have been more negligible so fdoreover, we
assume issuers with portfoliosof lower asset quality and locatiorwill come
under more pressure than attractive, sustainable premises in central locations.
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We forecast an average peak-to-
trough decline of 15% but...

t t E Qig&valuation
uncertainties in the assumptions

Limited forced sellers so far, but
we are sceptical about
deleveraging only via disposals

Yield-based valuation method is
normally used

External stakeholders are
struggling with poor transparency

Average unrealised value change by quarter and segment
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We assume more property value corrections across property segments than the
6% average decline issuers reported until Q3/23Ve forecast an average peak
to-trough decline of 15% (ranging from 820%) for the Nordic property
companies wecover.

That said, we see large valuation uncertainties in the assumptioNghere
valuations and yield requirements endp dependsonthe following: 1) the level
at whichinterest rates stabilise 2) the softness of the economic landingnd 3)
the presence/absence oforced asset sellers.

Although we have seen limited forced sellsrso far,several Nordiccompanies
have an asset disposal plan to secure liquidity and strengtheheir financial
flexibility and liquidity to handle upcoming bond maturitiesThat said, we
remain cautious toward companies that have limited access to equity and only
focusonreducingleverage throughdisposals. The reasois that eventually the
disposalpath will diminish cash flow and asset quality and thuaise the credit
risk.

The market values of the properties arprimarily assessed using a yieldased
valuation method that utilses marketbased cash flow statements on a horizon
of at least 10 years. Valuation assumptions include componensgsich asyield
requirement (residential value) market rent, inflation, operating and
maintenance costs, longerm vacancy rate and cost of capital (cash flow and
residual value).

The transactions market and activity, which help determine the fair market
value of a property,are significanty more subdued.This makes it difficult to
carry out fair market valuations for properties in general, resulting greater
uncertainty than normal External stakeholders therefore struggl with poor
transparency in both ongoing and finalised transactiong/e argue this hasa
negative impact on the credibility of the sector and individual issuers.
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Rental market

Stable operating environment, Current operating performancehas been stable to good thanks to inflatien
thanks to inflation -linked rental linked rental income anda relatively robust Nordic employment market and
income limited effect from hybrid working so far. We have only seen a small rise in

vacancies among the commercial segments, but overall stable to positive net
letting figures (this is partly boosted by new lettings in ongoing projects)
although declining on a trailing 12nonth basis

Yearly percentage rental growth in the office market Historical net lettings trends (SEKm)
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Source: JLL Nordic Outlook, SEB Source: SEB, Company reports
Rental growth to slow down': New office supplyto be completed in 202324 andweak economic growth may
location and quality matter create market pressure limiting rental growth in the nearterm. However,

speculative office developmenthas been limitedwith instead a healthy portion
of volume pre-leased before construction stars. We argue this underpins good
ongoing demand for higlguality office spaces, however with an increased risk
of relocationby tenantsfrom lower to better quality.

Tenants remain hesitant to make Reflecting the uncertain economic landscapeand hybrid working models,

decisions corporate tenants continue to be hesitant tanake rental decisions, resulting in
long lead times Some corporationsnay needto renegotiate current leases to
account for cost-saving measures and adjustments to hybrid work models,
while others may downsize for higherquality office space in central locations.
Consequently, operating fundamentals (occupancy and rent levels) among
premium offices are more resilieh than in lower quality spaceThat said, we
expect landlords with premium officego continue tooutperform lower-quality
offices in submarkets whichis supported bythe major vacancy discrepancy
amongsubmarketsin Stockholm

Leasing activity is likely to remain Leasing activity is likely toremain subduedin the coming 1218 months as

subdued in 2024 economic growth slowsand given thegradual lageffect from recent rate hikes.
Despite expecting rates to come down in mi2D24, SEBEconomics Research
team forecasts Swedish GDP will contract.0% in 2023, 0.4% in 2024 before
rebounding to 2.5% growth in 2025.0ffice and mixed commercial companies
normally have a weighted average leaséerms remaining of around 3.€8.5
years. Consequentlywe believerenewal rates and risks for higér vacancy will
be in focus going forward. Office and retail arypically viewed as cyclical
property segmentsthat over time will face structural headwinds guch as
remote working and online shoppinglso.
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Rental market in Stockholm CBD The rental market development has been strongest among the prime assets in
continues to outperform central business district CBD locations. Looking at actual rent levels among
secondary locations offices in Stockholm,we see a large difference in prime CBD rents EK

8,900/m2/y ear) versusfor example adjacent suburbs $EK3,500/m2/y ear).

Prime office rents, larger Swedish cities (SEK/sqm/year) Office rents, Stockholm (SEK/sqm/year)
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Vacancies

Overall stable occupancy rates, As previously highlighted,we have mostly seen stable occupancy rates in
albeit with some divergence recent quarters, albeitwith some divergence among property segments. That
among segments said, vacancies have increased somewhat for office/retail companies during

and after the pandemic, although prime CBD properties are still largely
unaffected. Predominantly office and retail in secondary locations have
suffered the most in terms of higher vacancy rate$he aerage occupancy rate
among officefocused companies undeSEB credit universevas 91.7% per
end-Q3/23, which can ke compared to a group average of 94.3%.

Prime office vacancy, Nordic capitals Office vacancy, Stockholm
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Source: JLL Nordic Outlook, SEB Source: JLL Nordic Outlook, SEB
Positive trend among A segment that has enjoyed good operating fundamentals ardpositive
logistic/warehouse properties t occupancy trend is the logistic/warehouse segment supported by

constrained supply in some markets and loigrm structural trends in areas
such as ecommerce and automation. The arerage occupancy rate
among logistic/industrialsfocused companies undeour coveragewas 95.8%
as ofend-Q3/23.
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t (et modest vacancies among
residential and public properties

Clear change from portfolio
growth to decline last 12 months

Average economic occupancyrequirement by segment
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Source: SEB, Company reports

Vacancies among residential and community service properties remain low,
supported by underlying demographic trends, regulated rental housing, high
creditworthiness and long contract structure (public properties) and rather
tight supply.The average occupancy rate among residentidbcused companies
under our coveragewas 96.1% per endQ3/23 (97.1% among community
service). Among residentials, this can be compared to unregulated peers in
Finland like Kojamo and Satavhich currently have vacancies of 5%.

Investment property portfolios

Following several consecutive years of higtisk appetite and growth focus,
predominantly achieved vianet acquisitions (displayed in green bars in the
charts below) as well asunrealised value changes (displayed in orange bars)
there hasbeen a clear changever the last 12 months.Until H1 2022, several
Nordic companies made numerous acquisitions whigrierest rates were low to
build scale while diversifying their property/tenant portfolios (important
factors in the rating scorecard), but also taccess dverse sources of funds,
including the euredenominated bondmarket (which offers longer financing
than banks and the domestic bond markket

Sources of portfolio growth : selective EUR IGssuers (%)

Sources of portfolio growth : selective 1G issuers (%)
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Key drivers are negative value Nevertheless, with a dramatic shift in capital market conditions due to the

changes and some divestments interest rate shift, most Nordic companies are now reporting portfolia
valuation decline due to valuation headwinds and in some cases net disposal
activity (to balance the credit pressure).

More credit protection measures Given that credit quality in the Nordics is weakenirgenerally as interest rates
are needed to hamper near-term and refinancing risk rise and valuation headwinds remain, we believe néaim
asset growth growth in the portfolios will be modest and most likely negative. More credit

protection measuressuch asasset disposals, equity injectiorreduced capital
spending (including cut dividendskre needed to safeguard credit profiles,
including rating thresholds and debt covenants.

Sources of portfolio growth : selective HY-issuers (%) Sources of portfolio growth : selective HY issuers (%)
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Net acquistions W CAPEX & Investments FX/Other Unrealised value changes Net acquistions W CAPEX & Investments FX/Other Unrealised value changes
Source: Company reports, SEB Source: Company reports, SEB
We anticipate a significant drop in In terms of supply and demand, new construction starts in 2023 V&been low
new project development activit y from anhistorical perspectiveand weanticipate seeactivity remaininglow over
the short and medium terrms. The reasos for this are high interest rates,
elevated constructions costsand limited investment capacity together with
fragile demand.
Construction status in Sweden (number of dwellings) Building permits: all buildings Sweden (number)
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Construction of new residential
dwellings has decreased by 55%
yly during the first nine months
of 2023

The drop in residential starts
accentuates the demand-supply
imbalance

According to preliminary figures from Statistic Sweden, new construction of
residential buildinggotalled 20,950 over the first nine months of 2023, aecline

of 55% compared to the same period in 2022Multi-dwelling building startsare
down 56% y/y and oneto-two dwelling buildingstarts are down 50%y/y.

The lowsupply of new residential propertiesaccentuatesthe demandsupply
imbalance (particular in regulated markets). Howeverpotable in recent

niE yNDRENO hO RGE REKkYyKkR=ZO jnGHe rdgufated RL
Swedish marketversusthe unregulated Finnistmarket.

Construction cost index in Sweden (%)
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There is alow degree of
speculation in ongoing projects

Swedish developers estimate the
completion rate on ongoing
developments at c.61% per end-
Q3/23

Source: SCB, SEB

Several projects are currently being developedacross property segments.
Although most havehealthy economic occupancy rates, some have been
developed on a more speculative basjswhich may impact rental growth and
vacancy levels in the coming year.

As of endSeptember 2023, Swedish issuers have estimated project
developmentactivity at c. SEK 2.7bn each (median), with completion ratio of
c.61%. We provide asnapshot of current project portfoliosn the table below
Analysing each issuers development portfolio and pipelineis important in
understandng their credit risk profiles. This issomethingon whichthe rating
agencies focus, including development as a percentage of total ass#ts,track
record of project development and prdetting ratios.
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Overview of Swedish issuers development portfolios per end-Q3 2023

Remaining
Est ongoing % of total Completion investments  Occupancy
Q3/23 investments (SEKm) assets rate (%) (SEKm) rate (%) SEB Comment
K2A 4 588 51% N/A N/A N/A Mix of resdential student housing and public properties.
Current project value is SEK 1.7bn
Intea 5 868 27% 48% 3042 N/A  99% share of public tenants, WAULT 19.1 years
(Est completion 20232027)
Genova 2 155 27% 47% 1137 N/A  Mostly rental apartments in Upplandsbro, Enkdping and Norrtélje.
Esimatedcompletion 20232026
Studentbostade 1705 22% 91% 154 N/A  Two larger student housing projects ongoing in STHLM and Norrkd
Jernhusen 4 301 20% 19% 3471 N/A  Predominant refurbishments and tenant improvements
Atrium 7 260 13% 39% 4 430 33% Mix of commercial reconstruction, new builds, gemantowned
Ljungberg dwellings. 80% in Stkhim
Catena 3733 13% 41% 2194 N/A New developments of logistics properties
Platzer 2714 10% 68% 876 N/A  Major projects are within the offi@ndlogistic/industrial segment
Dids 2517 8% 81% 488 100% Mix ofcommercial reconstruction and new builds
Stendodrren 998 8% N/A N/A N/A  Mix of logistics, light industrials, and tenant improvements
Nivika 786 7% 70% 239 N/A Mix of residential, office and industrial/warehouse properties.
Completion in 20232025
Akademiska 7 700 7% N/A N/A N/A  Major projects of educational properties are in Lund and Géteborg
Hus
Hufvudstaden 3135 7% N/A N/A N/A Office/retail projects both in Stockholm and Gothenburg
Castellum 9262 6% 80% 1825 84% Mix of commercial & public properties, both new egmbnstruction
Trianon 736 6% 62% 280 N/A Mix of housing (rental & BRF) and commercial (incl JVs) projects
Corem 3668 6% 79% 755 N/A  Mix of commercial projects in Sweden and New York
(two new office premises)
Fabege 4 489 5% 49% 2294 35% Mix ofcommercial projects in different Stockholm suburbs
SBB 6 059 5% 68% 1945 N/A  Mix of projects developed by SBB, JV structumes
residential renovations
Heba 694 5% 54% 317 N/A Two residential properties, one is expected to be completed
during 2023
Wihlborgs 2 654 5% 25% 1983 N/A  Mix of office/retail and industrial properties
Rikshem 2404 4% 61% 937 N/A  New residential construction and RM&U renovation
Hemso 3347 4% 29% 2374 N/A New development of community service properties
(School, nursing homes etc)
Balder 7991 4% 65% 2800 N/A  Mix of commercial and residential of which some housing
projects is for sale
Vasakronan 6 450 4% 38% 4007 70% Mainly office projects in STHLM, but also in Uppsala and GBG
Humlegarden 1358 4% 67% 447 N/A New office developments in Solna Strand
Willhem 1759 3% 65% 623 N/A  New residential projects in various regional Swedish cities
Fastpartner 686 2% 80% 139 N/A  Mix of commercial tenant improvements and new builds
NP3 146 1% N/A N/A N/A  Predominant refurbishments and tenamprovements
Emilshus 35 0% 15% 30 N/A Predominant refurbishments and tenant improvements
Median 2714 61% 1037 70%
Source: SEB, Company reports
Growth via investments in Growth through investments in development projects has in many caseshe
development projects should past been a successful strategyto enhance value as longt has beenin a
decline in the nearterm disciplined and controlled manner.However, we expect development

activity and capital spending volumes on projectto decline because ofan
increase in costs (financial and constructierelated) together with soft
property market sentiment.
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Peer comparison

This section contains reported and analytical data on issuem which we
maintain coverage and their peers. We use heat maps to identify potential
outliers within a range of dimensions across property and financial statistics,
and credit metrics.

Property statistics and comps: SEK

-E ¢1 yOOh g i gebgraphi fodtpdind Bckbsssst@ndardised Swedish
categories based on available data. In most cases, the market value in each
geographic segment is availablebut occasionally we split the portfolio by
lettable area orby rental income.

Overview of geographical footprint, by market value, rental income, area or similar (%)
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Large issuer portfolios are in Unsurprisingly, many of the large issuers have portfolios that are concentrated

wit EPEKZO 1 yNDGEOF hk wt EPEKZO 1 yNDGEOR ¢hRi NEGhLKO L§ wR
Conversely, several of the small companies have portfolios that are located
outside of major cities

Several issuers are expanding To facilitate continued growth, several large Swedish companies (Balder,
their footprint s, mainly in the Heimstaden, Hemsd, SBB and Sagax for example) have expanded their
Nordics portfolios into other Nordic countries. Aboubne-third of the issuers included in

our Swedishcoverageuniverse have holdings abroad. These assets are located
mainly in the Nordics Germany, France, or the Netherlands. Akelius stands out
inthe comparisonwith its large portfolioas itcontains assets outsidef Europe,
predominantly in North America €.80% of the portfolio value). Also,c. 9% of
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Our property classification is We record the property portfolios with respect to property type based on each

CyOED Lk c¢LKNyKkC CLKNyka=O DhOc¢ 1 Lrégoihkam, thehasdet typalspliRdan bR G E
based on market value, lettable area, or rental income. Not all companies
disclose their development projectsiccording to this splif which may skew the
comparison. Additionally, asset characteristics may differ significantly within
each segment. Logistic propertiefor Catena and Stendoérren for example,
differ from those of Jernhusen (stations andail-related properties).

Overview of property type, by market value, rental income, area or similar (%)
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The heat map is a tool to identify We use the heat map as a tool to identify potential outliers (green may indicate
potential outliers reducedrisk or quality and purple may indicatencreasedrisk) within a range of

dimensions across property and financial statistics, and credit metrics. We
believe that an indicatiorof an outliercould warrant further qualitative analysis,
but that it may not necessarilybe an overarching positive or negative factor for
the overall credit profile.
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SEK heat map with selected statistics and metrics per Q3 2023 green and purple represent outliers from averages

LT™M Portfolio size MV / sqm lettable Average Top 10 tenants %  Occupancy rate Reported Reported Reported  Estimated yield Adjusted debt / EBITDA / adjustec Adjusted LTV (%)
(SEKm) area (SEK) commercial lease  of rental income total (%) average interest  average capital ~ average interest gap (%) EBITDA (x) interest (x)
maturity (years) rate binding  binding (years) rate , %
(vears)

Akademiska Hus Q3123 116 288 34303 59 97,4% 58 93 2,8% 2,0% 6,5x 5,8x 28,9%
Arviidsro Q3123 98,4% 2,0 32 48% 1,0% 16,5% 13x 68,5%
Atrium Ljungberg Q123 57990 61365 45 20,0% 93,0% 35 38 2,4% 22% 13,5x 29x 431%
Balder Q323 218627 36614 66 38% 96,0% 32 55 2,8% 2.0% 161x 29x 61,0%
Bonnier Fastigheter T2/23 16 505 NN T V7Y 0 esi60! 28 28 4.0% A 12,4x 2,5% 37,2%
CA Fastigheter Qal23 15878 23131 N/A 951% 31 19 3,6% N/A 13,4x 3,0 40,8%
Castellum Q3123 144709 25980 38 14,0% 92,6% 29 34 2,9% 23% 11,0x 27x 48.9%
Catena Q3/23 29272 12 856 52 45,0% 96,4% 3,0 40 3,7% 1,6% 5,2x 4,3x 37,5%
Corem Q323 66 242 25 456 36 15,7% 23 33 46% 09% 14,9x 1.8x 60,.9%
Dios Q3123 92,0% 26 24 48% 1.2% 111x 23x 54,5%
Emilshus Q323 95.4% 14 22 45% 21% 9.8x 1,9x 57,6%
Fabege Q3123 91,0% 15,0 25x 42,6%
Fastpartner Qa3/23 92,9% 11,8x 2,1x 50,2%
Genova Q3123 93,1% 212« [T 69,2%
Heba Q3123 99,6% 17,6x 25x 49,0%
Heimstaden Bostad Q3123 95,8% 22,1x 1,9x 59,1%
Hemso Q3123 97,7% 15,5x 32x 60,9%
Hufvudstaden Q323 94,3% 7,2x 58x 20,7%
Humlegérden H1/23 93,0% 10,3x 41x 332%
Intea Q3123 98.2% 159x 31x 57,0%
Jemhusen Q3123 94,5% 9,6x 5.4x 41,7%
K2A Q3123 97,2% s
Nivika Qur23 97,3% 13,9x 16x 49,8%
NP3 Q3123 93,0% 9,6x 21x 60,9%
Nyfosa Q3123 91,6% 100x 21x 60,7%
Platzer Q3/23 92,0% 14,0x 2,3x 48,6%
Rikshem Q3123 96,9% 17,0x 29x 50,3%
Sagax Q3123 96.0% 8.4x 59¢ 56,5%
sBB Q123 96,3% 21,5% 1,9x 714%
Stendorren Q3123 94,0% 125x 17x 56,2%
Stenvalvet Qa3/23 93,3% 12,1x 3.4x 50,1%
Stenhus Q3123 94,4% 10,4x 20x 54,9%
Svenska Handelsfastigheter ~ Q3/23 97.3% 9.9x 33x 51,7%
Trianon Q3123 96,0% 18,0x 14x 58,2%
Vacse Q3123 20,8% 7.6x 48x 324%
Vasakronan Q3123 91,1% 12,1 36x 424%
Wallenstam Q3123 96,0% 16,6x 30x 46,5%
Wihlborgs Q3123 92,0% 108x 32x 50,4%
Willhem Q3123 98,1% 17,8 24x 54,8%
Average Average 55655 34650 52 251% 94,8% 26 33 3.6% 15% 13,7 28x 519%
Median Median 31223 28 694 48 20,0% 95,.1% 26 29 33% 1.6% 13,0x 25x 51,1%

Source: Company Q3 2023 report or Annual Report 2022

Please note the following with regard to some of the outliers:

I Some dataare either not possible to obtain or not publicly available as of

Q3 2023 and therefore marked as N/A in black.

Our estimatedyield gap is calculated by taking the reported valuation/NOI
yield minus the average cost of debt.

The MV/sgm lettable area is only relevanfor comparing companies with
similar property types.

1 Adj.debt/EBITDA and LTV may be distorted by recent acquisition actjivit

Property statistics and comps: EUR
-E ¢1yOOhgti Eye¢G 2¢s hOOFrENZIO GELGNY
European/Nordic categories based on available data. In most cases, the market

value in each geographic segment is available but occasionally we split the
portfolio by lettable area or ental income.

Overview of geographical footprint, by market value (%)

Overview of property type, by market value (%)
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We use the heat map to identify potential outliers (green may indicatduced
risk or quality and purple may indicatdncreased risk) within a range of
dimensions across property and financial statistics, and credit metri€elective
statistics and metrics among Nordic issuers with Eurobonds outstandappear
in the table below.

EUR heat map with selected statistics and metrics per Q3 2023 green and purple represent outliers from averages

Portfolio size MV / sqm lettable Average Top 10tenants %  Occupancy rate Reported Reported Reported  Estimated yield Adjusted debt / EBITDA / adjustec Adjusted LTV (%)
(EURm) area (EUR) commercial lease ~ of rental income total (%) average interest  average capital average interest gap (%) EBITDA (x) interest (x)
maturity (years) rate binding  binding (years) rate , %
(years)

Akelius 6096 4952 93,4% 42 31 1,6% 3,0% NIM NM N/M
Balder 18940 3172 66 4% 96,0% 32 55 28% 2,0% 16,1x 2,9x 61,0%
Castellum 12536 2251 38 14% 92,6% 29 34 29% 23% 11,0x 2,7 48,9%
Citycon 4163 3934 36 25% 94,6% aEE 26 2,5% 3,1% 12,7x 2,1x 53,0%
Cibus . 1828 1867 4,9 N/A 94,4% Y e 1,8% 10,2 2,0x 57,8%
Heimstaden Bostad 28740 2495 95,8% 3,0 82 2,8% (NG5  2ax 1 59,1%
Hemso 7309 2981 95 32% 97,7% 50 57 2,4% 2,4% 15,5x 3,.2x 60,9%
Kojamo 8171 3570 92,7% 32 29 2,3% 1,7% 14,5 41x 43,8%
Rikshem 4970 3010 74 96,9% 31 35 2,5% 1,8% 17,0x 2,9x 50,3%
Sagax 4909 AT 50 20% 96,0% 28 33 2,0% 4,4% 8,4x 5,9x 56,5%
SBB 10295 2344 100 3% 96,3% 31 37 2,3% 2,9% 215« 1x| 714%
SATO 4971 94,7% 24 29 3,4% 14,4x 2,3x 44,1%
Vasakronan 15688 6556 33 18% [NGTE% 35 54 2,7% 15% 12,1x 3,6x 42,4%
Average 9894 3192 60 21,2% 94,8% 32 40 2,7% 23% 14,6x 3,0x 54,1%
Median 7309 2996 50 20,0% 94,7% 31 34 25% 2.2% 14,5% 2,8x 54,8%

Source: Company Q3 2023 report or Annual Report 2022

Please note the following with regard to some of the outliers.
I Some dataare either not possible to obtain or not publicly available as of
Q3 2023 and therefore marked as N/A in black.

1 Our estimated yield gap is calculated by taking the reportegaluation/NOI
yield minus the averageost of debt.

1 TheMV/sgm lettable area is only relevanfor comparing companies with
similar property types.

1 Adj.debt/EBITDA and LTV may be distorted by recent acquisition activities.
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Healthy and stable margins are
important factors for cash flow
generation

NOI margins in 2023 been
supported by CPladjustments and
lower energy prices

6LKNykhEOS NRLG§gF
linked directly to portfolio
composition and contract
structure

Financial overview

This section includes a financial overview and relative comparison, including
profitability, capital structure, earnings metrics and liquidity/refinancing. We
include a segment on hybrid bonds, given that first call dates are approaching
and refinancing wil be needed.

Profitability

We believe profitability is important in analysing how much rental income is
converted into earnings and to assess how consistent margins have been over
time. Moreover, profitability margins are also reflected in earnings metrics
(ND/EBITDA and EBITDA/intest coverage), which are two core metrics for the
sector. The charts below give a relative positioning in terms of profitability (both
NOI and EBITDA margin) across both rating categories and property segments.

Although NOI margins are relatively stable, they fluctuate over time depending
on different factors, including structure of the lease contracts, intensity of
property management and not least energy prices. During 2023, we have seen
asmall recovery in NOimargins after some headwinds in 2022. Through Q3/23,
the average 12month NOI marginhas increased 0.8% yly, predominantly
driven by CPhdjustments and lower and more normalised energy prices.

NOI margintrends in different segments
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Source: Company reports, SEB

In the real estatesector, economies of scale do not play as significant a role as
in other sectors. The correlation between scale (measured by revenues) and
profit margins is not as pronounced, as profitability in real estate is primarily
influenced by portfolio composition and antract structure, with scale being a
secondary factor. The most profitable issuers with high margins typically have
portfolios with higheryielding propertesand alarge share of leasesof atriple-
net nature, exemplified by compnies like Sagax, Catena and Intea. Among IG
issuers with a large exposure to offices, N@largins typically range around 68
73%. Conversely, companies with larger residential exposure, such as Rikshem,
Willhem and Heimstaden Bostadnay experience lower margins but benefit
from more stable rental income and consistently higher occupancy rates.
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IG issuers: Rental income (SEKm) vs NOI margins (%) HY issuers: Rental income (SEKm) vs NOI margins (%)
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Earnings and leverage metrics
Interest coverage ratios have on Most Nordic companies have 1Znonth interest coverage ratios of around 2:0
average weakened by 1.3x LTM 3.5x, which on average is 1.3x lower compared to a year ago (Q3/22).
Nevertheless, the currentratio rangeis meaningful, from 16x. The weakening
of the interest coverage ratio is primarily attributed to higher interesates and
funding cost (mix of refinancing anchigh proportion of floatingrate debt).
However, the metric varies based on factors such as property yield, debt
positioning and dividends received from joint ventures
Adjusted 12-month ICR is As of end Q3/23, the average 12nonth EBITDA/adjusted interest ratiavithin
currently 3.5x among IG, 1.7x our Nordic real estate universavas 2.9x. AmongIG issuers, the average ratio
among HY was 3.5x and 1.7x amongHY issuers. The rapidly declining interest coverage
ratio is a key concern in the nederm. Itis also a tougher quickix to stabilise
compared to LTV.
SEB EBITDA/adjusted interest (x) Relative comparison: SEB EBITDA/adjusted interest (x)
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Adjusted debt/EBITDAhas Adjusted debt/EBITDA has strengthened by 2.4x on average during the past
strengthened thanks to lower year. This is primarily due téower investmentvolumesin acquisitions/project
investments and revenue growth development, slightly lower debt levels andrevenue growth from inflation-

linked rents This strengthening is moreevident in the HY segment where the
ratio has decreased by 4.6x on average, compared to a decreasel.5x in the

IG segment.As of endQ3/23, the average 12month adjusted debt/EBITDA
ratio within our Nordic real estate universewvas 14x. AmongIG issuers, the
average ratio was 13.7x and 15.2x amongflYissuers.
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SEB adjusted debt/EBITDA (x) Relative comparison: SEB adjusted debt/EBITDA (x)
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LTV hason average increased by Despite aslight decrease in absolute debt levels, the LTV for most Nordic real
3% LTM estate issuers has remained stable or slightly increased (3% on average). This is

mostly due to adjustments in property values because of yield widening. The
increase in LTV is more praninced in the IG segment, with an average increase
of 4%, while the HY segment shoed an average increase of only 1%. Note that
we calculate LTV as adjusted debt in relation to total investment properties and
not total assets (i.e. we exclude JVs/Associaecompanies). As of enf)3/23, the
average adjusted LTV ratio within our Nordic real estate universeas 51.4%.
AmonglGissuers, the average ratio was 47.0% and 61.7% amoridY issuers.

SEB adjusted LTV (%) Relative comparison: SEB adjusted LTV (%)
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Decent diversification among ZrtrjhkG yR RGE Lnbhe¢ NEy:r EORYRE ¢LK
funding sources, albeit volumes have a decent balance of bank and capital market financing (bonds/CP/hybrid/
are skewed to the bond market mortgage debt).Until 2022, most issuers hd become less reliabhon bank debt

as companies diversiéd into bonds andalternative funding sources reflecting
favourable funding conditions in the debt capital market (tight spreads and
ample monetary stimulus by central banks). That said, f@ling more volatile
and difficult conditionsin the bond market than previously,many companies
have sought cheaper secured bank funding, reversing the shift in recent years.
However, one concern is that secured bank debt in the Nordics has somewhat
shorter maturity than historical unsecured bond financing.
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Yearly bond issuanceamong Swedish companies(SEKbn) Aggregated debt structure of Swedish companies(%)
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IG issuergfunding sources are IGissuersfunding sources ardilted toward the bond market Over the last few
tilted toward the bond market years, Nordic IG issuers have increased their presenicethe bond market to

reduce their reliance on secured bank debt and to diversify their funding
sources. This has been a consequence of many real estate companies,
particularly in Sweden, acquiring public credit ratings, where the rating
agencies have speféic requirements of a minimum level of unsecured debt.

Relative comparison debt structure (%) , selective IG issuers
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M2  h O @india@goEces are Compared with IG issuers, HY and unrated property companies are more

tilted toward s the bank market dependent on secured bank loarthan the bond and commercial paper market.
In some cases, issuers only have two or three smaller bonds outstanding
distributed across different tenors. That said, manidY issuers have issued
hybrid bonds as a complement.

Relative comparison debt structure (%) , selective HY/Unrated issuers
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Swedish issuers normally have One of the main credit concerns and what distinguishes many of the Nordic

short-dated debt maturities and a issuersfrom their European peers is thieshort-dated debt maturities and large

large share of floating debt share of floating debt. The charts below show the distribution debt and interest
positioning (average and share of debt and interest maturing per yeaes3 of
end-Q2/23.

Debt maturity profile as of Q 3/23 (full -year distribution) Debt maturity profile as of Q 3/23 (yearly distribution)
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Interest maturity profile as of Q 3/23 (full year distribution)
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The average fixed interest rate
binding is normally shorter than
capital binding

Source: Latest ompany reports, SEB

ZLrjhkG yR w?53x0 ¢NEPhAR FKhTENOEK yTEDN
as of endQ3 (4.0 years amongnvestment grade (IG) issuersand 2.6 years
amonghigh yield (HY) issuersAt the same date, the average fixethterest rate

binding reported was shorter at 2.7 years (3.0 years amorl issuersand 1.7
years amongHY issuers.

Average capital and interest rate binding (years) : IG issuers

Average capital and interest rate binding (years) : HY issuers
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Short debt and interest binding The shortdated debt maturities anda large share of floating debt are reflected
are reflected in the recent uptick in recent uptick in average funding costas of endQ3/23, the averageinterest
in average funding costs rate was 3.5% (versus2.7% oneyear ago). AmondGissuers, the average ratio

was 2.9% (versus 2.2% one year agpand 4.8% amongHY issuers {ersus
3.8% one year ago.

Trends inaverage interest rate reported (%)
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The unencumbered asset base ha: OOOFENO: FTkEkcF KCENRED yOOER CyOEO ykb

already started to shrink may come under pressure if significant volumes are moved from unsecured
bonds to secured bank funding. The unencumbered asset base has already
started to shrink, and we believe thiwill continue, especially if property values
decline. That saidsecured debt leveldor mostIGcompaniesare relatively low.

Secured debt/total asset ratio (%) and thresholds Unencumbered asset ratio (%)
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Rating agencies haveathreshold The rating agencies hava threshold forthe maximum amount of secured debt
for the maximum amount of for IGissuers.From a senior unsecured perspective, S&Bnsidels the use of
secured debt secured debt to be acceptablaslong as itdoes notexceed 40% of the total

fair value of assetsln thisrating category, Heimstaden Bostad and Sato are the

two issuers with largest amountf assetsRIL. OE ¢ NEDP DEs@tkhe _ L L
unencumbered asset ratio and has an absolute minimum threshold among IG
issuersof 30% (based onour understanding)In some casedyowever, Moody. O

has individual threshold level$or different ratings. In this category, Fabege and
Castellum currently have lowest ratios (Fastpartner i@ HY issuey.
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We favour a healthy balance
between secured and unsecured
financing

The end of a golden era: tightened
conditions and high leverage
meansrefinancing activit y needs
to be monitored

A healthy balance between secured and unsecured financis@ relevant factor

in the credit analysis. We favour issuers with a good balance and treatord of
having good access to botlover the cycle (terms, margins and tenors might
differ over time). Onthe one hand, a large portion of unsecured bond financing
creates a decrease insubordination from bondholders andjreater financial

flexibility from the issuers in from ofavailability unencumbered assetsOn the

other hand, a major portion of securedalnk financingcreates subordination

with respect to unsecured bondholdersbut with a diversified and close banking

group, it could also providdexibility in times of stress

Liquidity and refinancing

The golden erawith historically low-cost and easily accessible capitadppears

to have ended, with both underlying rates and credit spreads widening to
historically high levels.Most Swedish property companies are oveleveraged

and have not successfullyransitioned tothe new environment. This, together

with meaningful shortdated debt maturities profiles meansRGE OE ¢ L KNy k
refinancing activities need to be monitored.

Swedish companies bond maturity profile: all ccy (SEKbn) Swedish companies bond maturity profile: in SEK(SEKbn)
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sEghkykechkG hO F
overarching credit risk

Tight funding conditions are
problematic, but the weight on
refinancing should be gradual

Liquidity positions might become a
problem at end-2024 if the bond
market remains too expensive

Source: Bloomberg, SEB

We consider refinancing to be the overarching credit risk for the sector due to
its high leverage and capital intensity. A wall of bond refinancing is coming, with
more than SEK 100bnin bonds maturing annually until 2026. We thus view
short maturity profiles and aggressive growth profiles as unfavourable.

Although most liquidity positions appear adequate for the coming 4@onths,

we believe refinancing pressures will increase over the next couple of years.
HYy¢RLNDhkG hk RGE OE¢RLNZIO CLkD Ky RFDNDF
tightenedfinancing conditions, we expect this pressure to peak in 2026. We

argue that the largest refinancing riskis skewed to the upcoming EUR
denominated bonds due to the volume and conceradout how loyal that

investor base will beFor morea more indepth view on thesector and specific

¢ L KNV kqbidinOpbsitionsand refinancing risk please see\pril 2023 report
(https://research.sebgroup.com/credit/reports/120093)

Furthermore, we believe that liquidity positions might start to come under
pressure during the end of 2024 focertain issuers if the bond market remains
unavailable and t@expensive (resulting irthe facilities2heedto be utilised and
the magnitude of credit protective measures takes times. Tightening liquidity
therefore may create rating pressure, resulting in a downward spirahg was
the case forSBB). Itis alsoimportant to understandwhether unutilised credit
facilities are subject to any specificovenants and rating levels.
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EUR maturity profile for Nordic issuers by year (EURm) EUR maturity profile for Nordic issuers by company
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Companies haverevert ed to bank Many real estate companies have managed to replace the vast majoritytredir
financing recently last 12-monthsxmaturities with bank financing (except for AA3 and better

rated companies), utiing the credit facilities available. That said, wenote
some positive signs and positive piekp in new issuance activity in the domestic
bond market post H12023. It has mainlybeen IGissuers thathavereturned to
the market, but some selective H¥$suershave also resumed issuance

Positive fund flows are helpful in We believethat most credit and equity funds, both domestic and international,

mitigating refinancing risk have adequate cash availablefor deployment, which is supported by
recent fund flow data. This will be one of the factors that balanseefinancing
risk. Nevertheless, investorsn real estate will likely be rather selective in the

nearterm.
Swedish fund flow per fund type, 2018-23 Nov (SEKbn) Swedish equity fund flows and AUM (SEKon)
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There was net inflow into both According to data compiled fronSwedish Investment Fund Associatigrboth

domestic credit and equity funds credit and equity funds have had net inflowm 2023. Swedish corporate bond

in 2023 funds have seen an inflow of SEK 12.6bn 2023 through November (versus
SEK-10.9bn for the corresponding period last year)Total assets managed by
the asset classvere SEK 184bn as of endNovember 2023 (versusSEK 162bn
a year earlier), which is c. SEK 4fabove the total forthe previous month.
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Swedish corporate bond fund flows, 2018 -23 Nov (SEKbn)
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Around SEK 4Lbn in new equity
has been injected since 2022

Source:

Swedish Investment Fund Association, SEB

The second and main mitigating factor féhe upcoming wall of bond maturities
is the recent equity raise. Since 2022¢. SEK 41bnin equity capital has been

raised by Swedish real estate companies that have had bonds outstandifige
equity injections, mostly with defensive characteristics (Sagax and Cateaiae
the exceptions) have enhanced sincihe end of 2022 (see chart below). That
said, we had expected more companids have raised equityso far this year
Nonetheless,the equity valuations and finani@l positions ofthe main owners
are key components impacting the property companies.

Cumulative equity injections by Swedish issuers (SEKm) 202215 Dec 2023
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More equity issues are neededto
stabilise capital structures and
reduce refinancing risk

Although the companies have different conditions for dealing with the
challenges, we believe more equity issues are needed to reduce refinancing
risks and leverage (probably more than double themountthan been raised

recently). Without any equity injections we assume redit quality continues

to deteriorate.
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List of recent equity issues among Swedish RE companiegwith bonds outstanding): 2022 -15 Dec 2023

Issuer Annonce date Type of equity issue Size of new equity ~ Status Comment

Svenska Handelsfastigheter Nov-2023 Direct issue SEK~ 700m Completed Directed issuance of pref shares to the three main owners.

Willhem Nov-2023 Direct issue SEK~ 1,000m Completed Directed towards existing owner (AP1). To be injected in Q4/23
Emilshus Nov-2023 Direct issue SEK~200m Completed Directed towards Swedish and international institutional investors

Sagax Nov-2023 Direct issue SEK~ 2,100m Completed Directed towards Swedish and international institutional investors
Studentbostader i Norden  Oct-2023 Rights issue SEK~ 310m Completed Rights issue of SEK 331m (guarantee by current and external investors)
Hemso Oct-2023 Direct issue SEK~ 1,000m Ongoing  Directed towards existing shareholders. To be injected in Q1/24

Hemso Sep-2023 Direct issue SEK~ 1,000m Completed Directed towards existing shareholders. Dividend indirectly restored
Nivika Sep-2023 Rights issue SEK~510m Completed Fully guaranteed rights issue (large support from main owners)

Vacse Aug-2023 Direct issue SEK~500m Completed Directed towards existing shareholders

Logistea July-2023 Direct issue SEK~ 440m Completed Fully guaranteed rights issue from existing owners

Sagax Jun-2023 Direct issue SEK~ 2,000m Completed Directed towards Swedish and international institutional investors
Heimstaden Bostad Mar-2023 Direct issue SEK~ 3,340m Completed Directed towards Greater Manchester Pension Fund and existing shareholders
Nivika Mar-2023 Direct issue SEK~ 750m Completed Directed towards existing shareholders (large support from main owners)
Cibus Mar-2023 Direct issue SEK~ 810m Completed Directed towards Swedish and international institutional investors
Svenska Handelsfastigheter Mar-2023 Direct issue SEK~ 1,000m Completed Directed share issue to APand Képan Pensioner

NP3 Feb 2023 Direct issue SEK~ 630m Completed Directed towards Swedish and international institutional investors
Castellum Feb-2023 Rights issue SEK~ 10,180m Completed Rights issue (large support from the main owner, Akelius)

Genova Jan-2023 Direct issue SEK~ 200m Completed Directed towards a number of institutional owners

Besqgab Jan-2023 Rights issue SEK~ 833m Completed Directed towards existing shareholders (large support from main owners)
Balder Dec-2022 Direct issue SEK~ 1,800m Completed Directed share issue to AMF to replace hybrid capital

Logistea Dec-2022 Set-off issue SEK~ 235m Completed Offset issue to Nordika Fastigheter

Catena Dec-2022 Direct issue SEK~ 1,640m Completed Directed towards Swedish and international institutional investors
Heimstaden Bostad Dec-2022 Direct issue SEK~ 750m Completed Directed share issue towards certain current institutional shareholders
Heimstaden Bostad Jul-2022 Direct issue SEK~ 6,885m Completed Directed share issue towards certain current institutional shareholders
Catena Mar-2022 Direct issue SEK~2,170m Completed Direct share issue to Warehouse De Pauw (WDP)

Total SEK~ 41,000m

Source:Company reports, SEB

The Nordic bankO ttal property

exposure is significant, but...

LNDBbhc Cyk)] OX 6s?
Nordic banks generally have a largeshare of lending to real estate companies
in their bookscompared wthRGE NEOR L§ ?F NDLNEh | GE
the sector is cash flowbased, after lessons learned from assdtased lending
during the 1990s crisis. The banks are currently well capitated with average
LTV ratiosfor their secured real estate loans.50% (+/-5% depending onthe

bank and property type). This comparewith a ratio of ¢.100% during the
1990s crisis.

Major Nordic banks group loan composition, Q3/23 (%)
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t EONLOF DE RL RGE Consequently, property values will need to fall by 205% for capital

manageable, with lessons learned requirements(loss given default) to increase. Significant loss rates on Swedish

from the previous financial crises property managementare required to deplete earnings and capital buffers
Despite high sector exposure, we believe the Nordi@nks should be ableto
withstand such stress

Swedish CRE lending relative to CET1 capital (%)
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Nordic banks have lending Nordic banks have lending capacity to manage fleback risks as property
capacity, but will likely focus on CLKNYyKkhEO ghkb hR PhgghcFi R RL NEghkyk
the financially strongest for the sector and individual issuers is uncertain in the medium term (banks apply
companies a selective appro@h to granting/extending credit with a focus on existing

relationships). In addition to becoming more selective, thé y k un@etwriting
standards (LTV and ICR levels) have tightened comparedth before interest
rates startedto rise, andthe lendingmargin hasgradually increased.

Covenant breaches are looming Covenant headroom isgenerally tightening, and we expect to see some
breaches in the nearterm. The banks have the possibility to address this
proactively with the companies. For the companiethat have sustainable
business models and capitatructure, we believethe breacheswill be waived
by most banks(against a certaincredit protective measure, as banks are not
keen to accelerate broader turmoil

Banks property loan volumes and Nordic banksproperty loan volumeshave increased a bit in recent quarters as
stage 2 loans have increased companieshave been able to refinance bonds with bank lending. The rising
somewhat interest rates have already put some pressure on property borrowers, reflected

in the ratio of stagetwo and three loans. However, problem loanssfage three

loans under the IFRS 9 accounting standard) as a share of gross loans remain
modest among the Nordidanks. For more informatiorabout> L D Bh¢ CVy k
property loan volumes andthe development of stagetwo and three loans,

please see page 69-70 in the appendix orour December 2023 Nordic bank

sector report (https://research.sebgroup.com/credit/reports/124237).
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Hybrid bonds play an important
part in current capital structures

Hybrids have characteristics of
both debt and equity, but are
mainly reported as equity in
accordance with IFRSaccounting
standards

Normally treated as 50% debt
and 50% equity, hybrids from IG
issuers arerated two notches
below senior ratings

First call date is approaching for
hybrid capital

Hybrid capital

In the past, numerous real estate firms in the Nordic region introduced hybrid
(subordinated) bonds. The first hybrid instrument was issued in 2017, arat
present, Nordic companies have total hybrid capital of. SEK 11.4bn and
EUR 6.5bn. The decision to issue hybrid bonds has been driven by the desire to
optimise the average cost of capital, utde favourable accounting treatment,
and enhance diversification in terms of funding sources and investor base.

Hybrids have characteristics of both debt and equity, but modtybrid
instruments have beernreported as equity in accordancewith IFRSaccounting
standards. Additionally, interest accrued on hybrid instruments is generally
eligible for tax deductions. Given these distinctive features, hybrids have gained
popularity as a means tcstrategically finance acquisitions and investments
while safeguarding credit ratings.

Hybrids from IG issuers have generally achieved 50% equity treatment
(intermediate equity content) by the rating agencies. For the hybsgdo receive
this treatment, they cannot be callable within five years of issuance and must
have a residual time until the effective maturitypf more than20 years. In the
assessment process, hybrid instruments from |G issuers receiveating two
notches below the issuerkxredit ratings, while those from HY issuers are rated
three notches below the issuerkredit ratings.

Several Nordic real estate companies hold hybrid capital that is approaching its
first call date.Overthe coming twelve months, hybrid capital of SEK 5.8bn and
EUR 1.1bnsreachingits first call date. The first call date maturity schedule is
diversified over the years, apart from 202425 in SEK and 2026 in EUR. The
concentration riskfor 2026 is severe, in our view, because of high issuance
activity in 2020 and 2021.

First call dates on outstanding EUR hybrids (EURm)
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In the tables below, we show an overview of outstanding EUR and SEK hybrid
bonds, including coupon and coupon type, coupon, years to call (YTC),
Z-spreads, cash prices and yield to call.

Overview of outstanding EUR-denominated hybrid instruments

Issuer Name Ticker Currency Moody's S&P Issue date First call date YTC Cpntype Coupon Amt outstanding (EURm) Z-spread Z vs. reset spread Cash price (mid) Yield to call (mid)
Akelius AKFAST 17/02/2026 2.249% EUR N.R. BB+ 17/02/2020 17/02/2026 2,2 Fixed 225 335 782 534 82,99 11,55
Balder BALDER 02/03/2026 2.873% EUR N.R. BB+ 02/03/2021  02/03/2026 2,2 Fixed 2,87 400 1550 1231 71,48 20,12
Castellum CASTSS 02/12/2026 3.125% EUR Ba2 N.R. 02/09/2021 02/12/2026 3,0 Fixed 3,13 1000 1343 998 71,23 15,49
Cibus CIBNRE 24/09/2026 4.251% EUR N.R. N.R. 24/06/2021  24/09/2026 2,8 Floating 4,25 30 621 146 85,63 15,03
Citycon CITCON 24/11/2024 4.496% EUR Ba2 BB 22/11/2019 24/11/2024 0,9 Fixed 4,50 328 2842 2370 76,04 39,99
Citycon CITCON 10/06/2026 3.625% EUR Ba2 BB 04/06/2021 10/06/2026 2,5 Fixed 3,63 329 2298 1880 60,04 28,08
Heimstaden AB HEIMST 15/10/2026 6.75% EUR N.R. N.R. 15/10/2021 15/10/2026 2,8 Fixed 6,75 300 8747 8047 20,14 98,64
Heimstaden Bostad HEIBOS 01/02/2027 2.625% EUR N.R. BB+ 01/02/2021  01/02/2027 3,1 Fixed 2,63 651 4330 4015 32,01 49,73
Heimstaden Bostad HEIBOS 29/10/2027 3% EUR N.R. BB+ 29/06/2021 29/10/2027 3,9 Fixed 3,00 358 3575 3249 32,04 40,78
Heimstaden Bostad HEIBOS 13/10/2026 3.625% EUR N.R. BB+ 13/10/2021  13/10/2026 2,8 Fixed 3,63 490 4150 3760 38,01 48,22
Heimstaden Bostad HEIBOS 19/11/2024 3.248% EUR N.R. BB+ 19/11/2019 19/11/2024 0,9 Fixed 3,25 596 10053 9 687 44,96 144,98
Heimstaden Bostad HEIBOS 15/01/2026 3.375% EUR N.R. BB+ 15/10/2020 15/01/2026 2,1 Fixed 3,38 337 5102 4711 40,57 60,90
SBB SBBBSS 30/10/2026 2.875% EUR N.R. CC 30/06/2021 30/10/2026 2,9 Fixed 2,88 439 9288 8966 14,88 106,00
SBB SBBBSS 30/01/2025 2.624% EUR N.R. CC 30/01/2020  30/01/2025 1,1 Fixed 2,62 454 30 088 29 807 15,18 440,38
SBB SBBBSS 14/12/2025 2.625% EUR N.R. CC 14/12/2020  14/12/2025 2,0 Fixed 2,63 457 13 861 13538 15,31 166,78
Total/Median 25 6503 4150 3760 40,57 48,22

Source:Bloomberg,SEB

Overview of outstanding SEK-denominated hybrid instruments

Issuer Name  Ticker Currency Moody's S&P Issue date  First call date YTC Cpn type Basic spread Amt outstanding (SEKm) Z-spread Z vs. reset spread Cash price (ask) Yield to call (mid)
Arwidsro ARWFTG 06/05/2025 7.387% SEK N.R. N.R. 06/05/2021  06/05/2025 1,4 Floating 6,90 500 919 229 83,90 25,96
Genova GPGPRE 05/03/2026 7.251% SEK N.R. N.R. 05/03/2021 05/03/2026 2,2 Floating 6,75 800 951 276 81,18 22,62
Heimstaden AB HEIMST 11/10/2024 5.937% SEK N.R. N.R. 11/04/2019  11/10/2024 0,8 Floating 5,90 4500 2782 2192 33,13 188,22
K2A KNAAND 21/04/2026 6.074% SEK N.R. N.R. 21/01/2021  21/04/2026 2,4 Floating 5,95 450 1569 974 52,61 44,68
Klévern KLOVSS 21/06/2023 6.061% SEK N.R. N.R. 21/06/2018 21/06/2023 0,3 Floating 6,00 1300 923 123 91,54 52,23
Nyfosa NYFSS 15/11/2025 4.822% SEK N.R. N.R. 18/11/2021  15/11/2025 1,9 Floating 4,75 800 535 60 94,61 12,52
Offentliga Hus  OFFNOR 07/01/2025 6.915% SEK N.R. N.R. 07/10/2019  07/01/2025 1,1 Floating 6,85 575 1896 1211 50,64 93,41
SBB SBBBSS 28/01/2025 3.631% SEK N.R. N.R. 28/10/2019  28/01/2025 1,1 Floating 3,50 1500 3858 3508 19,64 208,11
Stenddrren STEFBS 18/09/2024 6.58% SEK N.R. N.R. 18/09/2019  18/09/2024 0,8 Floating 6,50 513 671 21 99,29 13,28
Trianon TRIANB 18/11/2025 9.292% SEK N.R. N.R. 18/11/2022  18/11/2025 1,9 Floating 7,00 500 708 8 100,08 11,46
Total/Median 11 11438 951 276 81,18 44,68

Source:Bloomberg,SEB

Recent hybrid replacements, calls and repurchases

There were three first call dates in Three hybrid bonds have come ttheir call first call date in 2023, including
2023, one of which was not Balder and Akelius in EUR and Corem (Kldvern) in SEK.
replaced

In March 2023, Balderreplaced its EUR 320m2023 -hybrid instrument with
Hybrid replacement by Balder and equity (ashare issue of 1.8bn directed to AMF) and cash from the balance sheet
Akelius earlier this year L'k RGE Gii Cnh bia Octofeh ZDZBRAKdlis iexercig@dsHitstroall

option andreplaced a EUR 315m hybrid instrument with new equity (EUR 168m
with dividends reinjected) and cash on the balance sheet. Following these
exercises, both Balder and Akelius retained thieintermediate equity treatment
and remaining hybrids outstanding. Both companies have oaatstanding
hybrid bond left

Corem decidednot to redeem In May 2023,Corem announced that #vould not replace its hybrid bond when

hybrids on the first call date the first opportunity occurred in Junepased on the current prevailing market
conditions The aimwas to safeguard its liquidity and prioritisghe refinancing
of senior bondsHowever,because of noteplacing/refinancing the hybridat the
first call date, Corem got a 20bps coupon stepup (the current coupon is
3M Stibor + 800bps).
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Citycon made a partial
replacement of its hybrid bond
with a share exchange

S&P considers al0% repurchase
over any 12-month period of
aggregate hybrids outstanding to
be immaterial

Aroundtown has decided not to
redeem hybrids on the first call
datesin 2023 and 2024

URW completed the Exchange
Offer on its Perp-NC 2023 hybrid

Unibail structure is an option that
Nordic issuers may consider

Also in 2023, Citycon partial replacd its outstanding hybrid bonds, amounting

to a nominal of EUR 17.5m. The hybrids were held by a single investor, and
Citycon made a share issue of EUR 14.7m in exchange for the hybrid amount,
resulting in a 16% discount.

Under its methodology, S&Ptypical considess redemptions of up to 10% over
any 12-month period of aggregate hybrids outstanding to be immaterial (i.e.,
unchanged equity treatment) We understand thatS&Phasa 25% redemption
without-replacement amount relative to the aggregate outstanding hybrid
capital over a 10year time horizon. Baldemade 10% repurchases in 2022 and
2023, Citycon in 2023, SBB in 2022 and Heimstaden Bostad in 2022 (using
new common equity).

Looking at the sector outside the Nordicthere have beerdifferent approaches

to handing hybrids coming up taheir first call dates. The Luxembourg based
Aroundtown (rated BBB+/Negative by S&Phas decided not to redeem its
hybrids bonds with first call dates in January 2023 and 2024. Aroundtown
indicated that its decision reflects the current market conditions and is based on
economts. Following this decision, S&P has reassessequity content of the
no-called hybridsassigning0% equity treatment, while the 50% (intermediate
equity treatment) of the remaining hybrid stock remains unchanged.

A new and different optionfor handling an upcoming hybridcall that was
looming, which included a new hybrid and cash component was presented
earlier this summer by UnibailRodamceWestfield (URW), whichis rated
BBB+/Stable by S&P and Baa2/Stabl€ 0  _ L L' IB Juné®© 2023, URW
announced an amand-all exchange offer targding the EUR 1.25bn 2.125%
hybrid bond withafirst call date in October 2023. Alongside the exchange offer,
the issuer announced a nooall for any hybrid notes not exchanged by the
investors, effectively coercing investors to participate. The total exchange
value was set to 100% of nominal value, with an 84% split into new hybrids
and 16% into cash. The EUR 995m new hybrid note issue (Perp NC5.25) was
priced with a fixed coupon of 7.25% (MS + 399.5bps). An aggregate cash
amount of EUR 155m was paid on the settlement dafEhe participation rate in
the exchange offer was 92%, meaning that EUR 100m of the 2023 hybrid
remains outstanding.As a result URW maintained a 50% equity treatment on
the new hybridwhile losing the 50% treatment on the smaller volume that was
not exchanged.

This exchange structure is a new and creative wayp recycle the existing
captive investor base without losing equity treatment from S&P. Hence, we
believe it may be used aa case study for other Nordic real estate companies
seeking to replace outstanding hybrid capital without losing equity treatment.

For more information onkey features and characteristicsaround hybrid
instruments, andmplications of not being able to call a hybrid bonds, please see
pages 67-68 in the gopendix.
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wUpzO DPhORNDACFK RF
dominated by Stable outlooks
(61% versus 80% one year ago)

Negative outlooks have increased
from 13% to 33% over the past
year

Rating overview

This section contains an overview ® GE Ny R h k ©dént gctdbsktrerus O =
ykD LFRILLjh -E yi1 0L OGLt Lnbhe hOO
NENFANEKEKRO §gLN ¢FNNEKR NYyRAkGOh -E

the strongest rating footprint among Nordic real estate issuers.

Rating overview and leeway by S&P

In this section, we provide an overview of the ratings for European real estate
companies assessed by S&P. The distribution of S&P's outlook has undergone
significant changes over the past year. The proportion of companies with a
Stable outlook has decreasd from 80% in October 2022 to 61% in November
2023.

Consequently, the percentage of companies with a Negative outlook kchmbed
from 13% to 33%, while the portion with a Positive outlook has remained
relatively steady. Over the past year, European real estate companies have
encountered a challenging business environment and experienced a decline in
credit ratios. This challengingcenario is anticipatedy S&Pto persist in the short
term, as reflected in the changed rating outlooks of these companies.

S&P ratings outlook distribution as of October 2022

Positive

7%
Negative
13%

S&P ratings outlook distribution as of December 2023

Positive
6%

Negative
33%

Stable
61%

Stable
80%

Source: S&P

All but one of the Nordic property
companies rated by S&P hold IG
ratings

SBB:downgraded to CCC+
reflecting high refinancing risk
and tight liquidity position s

Source: S&P

Twelve Nordic property companies are ratedy S&P, skewed towards the
residential and community service segment. Currently, 11 Nordics issuers hold
IGratings, with SBB being the outlier (CCC+/Negative).

In July 2023, S&P downgraded SBB to CCC+ and put it on CreditWatch negative
due toupcoming high debt maturities and liquidity pressure. In November 2023,
the CCC+ rating was affirmed, an8BBwas removed from CreditWatch as the
company tendered EUR 400m of its nominal EUR 700m notes due in February
2024 with the cash proceeds from the Brookfield transaction. However,
liquidity is still considered weakby S&Pand there is uncertainty regarding
upcoming debt maturities. Henceahe outlook remainsNegative.

In November 2023, S&P affirmedhe BBB ratingfor Akeliuswhile revising the
outlook to Stable from Negative thanks to sustained low leverage aadjood
liquidity position. However, shortly thereafter, S&P decided to downgrade
Akelius to BBE/Stable from BBB/Stable due to the unexpected extra dividend
proposal of EUR 1.3bnwhich reduced the company's liquidity buffer and
financial policy prudence.
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S&P: European rating overview as of December 2023
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Weakening credit metrics results Over the past year, Willhem, Sato and Heimstaden have seen their rating
in a Negative outlook in three outlooks change from Stable to Negativelue to weakening credit metrics
cases driven largely by increases in interest rates. Balder outlookvas alsochanged

from Stable to Negative (in November § Gg g OK CFf R hk 5y 1 DE!
related toits sizeable upcoming refinancing needs.

Humlegérden is the only Nordic _EVykt Ghi1 EK MF K1 E G ¢évmb ¢hanged fromisatfiekododitiveR 1 L L

issuer with a Positive outlook on its improving credit metrics over the past yearand expected strong
development in the nearterm resulting from high inflation anda cutback in
investment volume.
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S&P: Overview of rating actions related to Nordic issuers, 2022 -15 Dec 2023
Company Rating action Current rating Prior rating Date
Akelius Rating downgraded to BBB- BBB- BBB 2023-12-05
SBB Rating taken off CreditWatch Negative CCC+ CCC+ 2023-11-27
SBB Rating placed on CreditWatch Negative CCC+ CCC+ 2023-11-17
Akelius Outlook revised to stable BBB BBB 2023-11-13
Willhem Outlook revised to negative A- A- 2023-09-18
SBB Downgraded to CCC+ CCC+ BB- 2023-07-28
SBB Downgraded to BB- BB- BB+ 2023-06-07
SBB Downgraded to BBB+ BB+ BBB- 2023-05-08
Humlegarden Outlook revised to positive BBB+ BBB+ 2023-03-16
Heimstaden Bostad Outlook revised to negative BBB BBB 2022-12-15
Sato Outlook revised to negative BBB BBB 2022-11-17
Balder Outlook revised to negative BBB BBB 2022-11-15
SBB Outlook revised to negative BBB- BBB- 2022-07-08
SBB Outlook revised to stable BBB- BBB- 2022-06-09
Humlegarden BBB+ rating assigned BBB+ NR 2022-02-14

Source: S&P, SEB

A credit snapshot of ratings from
S&Ps latest research updatescan
be found in the appendix

_ L L D diskribution is
dominated by Stable outlooks
(62% versus 72% one year ago)

Negative outlooks have increased
from 11% to 30% over the past
year

In the appendixon page 71, we include a credit snapshot of ratings from
S&Ps latest research updates, includintpe factors that could change the
individual ratings.

sYyRhkG LTERThEt Vykb
In thissection, we present a rating overview of European real estate companies
gnNLK ¢y _LLPaxO NENRONE¢RAhTEh whKhiyn
changed substantially over the past year. The share of Stabe outledikas
decreased from 72% in October 2022 to 62% in November 2023.

Consequently, the proportion of companies with &legative outlook has
increasedfrom 11% to 30% over the past year while the share ofPositive
outlooks has decreased from 17% to 8%. Similarly, the changes in outlook by
_LLPIZO RGEH B ROk Gew jofGthek aurfiedt Gand neasterm
challenging environment for property companies in Europe.

Moody's ratings outlook distribution as of October 2022

Positive
17%

Negative
11%

Stable
72%

Moody's ratings outlook distribution as of December 2023

Positive
8%

Negative
30%

Stable
62%

Source: Moody's

Source: Moody's
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Fastpartner and Citycon are two |t ET TE ~Lnbhe NRDLNENRGO ¢ LwihNacanbeBti@tiory NE I
fallen angels in office property companies Currently, all of them hold IG ratings, except

for Citycon (Bal) and Fastpartner (B1)which were downgraded during the

past year.

_ L L b:Edrdpean rating overview as of December 2023
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Fastpartner: weak credit ratios Both Citycon and Fastpartner held IG ratings last yedfastpartner was

and covenants under pressure downgraded from Ba3 to Bldue to continued challenges stemming from
increased interest ratesa deteriorating outlook for property values and weak
interest coverage ratios, which may resulh covenant breachedor both bank
loans and bonds. The negative outlook reflecéspotential weakening of credit
ratios and heighterng ofrefinancing risk.

Citycon: Fixed-charge coverage wh Kh 1 y N1 @dwngratlet ®ticandrom Baa3 to Bal, withthe outlook

below 3.0x maintained atNegative due toits fixed-charge coverage sustained below .Bx,
with no expectation of improvements in the short terpand increased leverage.
The negative outlook rects the downside risk to property valuations,
execution risk for disposals andninimal financial flexibility, resulting in credit
ratios being constrained for a Bal rating.

Sagax is the onlyNordic issuer wyGy 0 hO RGE Lki @ ~LNnPhe hOOFEN RGYyR (
RGYy R _ L Lupdraié inGy ( *F GFORK _LLPux0O ¥ NGNYyPED wyGyU NyRhkG
2023 changed to Stable from Positive. The rating upgrade is underpinned by the

CLKNykazO ORNLKG LNENYyRhkG ykbD ghkykecht
right path for a rating upgrade for a while, witfts recent equity raise supported

by the strengthening of key credit metrics. Furthermore, Humlegarden was
upgraded from Baa2 to Baal. Th&able outlook was maintained. The rating
upgraderationalewasR GE ¢ L KdlldiokeiiaBing performance in combination

with its conservative financial strategy and recent deleveraging activities.
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Moody's effective leverage and current rating triggers
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_ L L D:iD¥etview of rating actions related to Nordic issuers, 2022 - 15 Dec 2023

Company Rating action Current rating Prior rating Date

Fastpartner Rating downgraded to B1 B1 Ba3 2023-11-14
Entra Rating downgraded to Baa3 Baa3 Baa2 2023-11-01
SATO Rating withdrawn Withdrawn Bal 2023-11-01
Balder Rating withdrawn Withdrawn Bal 2023-09-04
Sagax Rating upgraded to Baa2 Baa2 Baa3 2023-08-31
Fastpartner Rating downgraded to Ba3 Ba3 Bal 2023-07-11
SATO Rating downgraded to Bal Bal Baa3 2023-06-22
Fastpartner Rating downgraded to Bal Bal Baa3 2023-06-16
Citycon Rating downgraded to Bal Bal Baa3 2023-06-09
Entra Rating downgraded to Baa2 Baa2 Baal 2023-05-12
Atrium Ljungberg Outlook changed to negative Baa2 Baa2 2023-04-05
SATO Rating put on review Baa3 Baa3 2023-03-27
Kojamo Outlook changed to negative Baa2 Baa2 2023-03-23
Balder Rating downgraded to Bal Bal Baa3 2023-02-28
Fastpartner Outlook changed to negative Baa3 Baa3 2022-11-30
Fabege Outlook changed to negative Baa2 Baa2 2022-11-22
Balder Rating put on review Baa3 Baa3 2022-10-18
Castellum Rating downgraded to Baa3 Baa3 Baa2 2022-07-15
Entra Outlook changed to negative Baal Baal 2022-07-15
Citycon Outlook changed to negative Baa3 Baa3 2022-06-13
Humlegarden Rating upgraded to Baal Baal Baa2 2022-04-27
Kungsleden Rating withdrawn Withdrawn Baa3 2022-02-04
Source: S&P, SEB

Wenotethat L LDGZO DNE We believe it is HE REt LNRGO RGYR _LLDPOXO NECGCEKF

started to implement slightly
softer ICR thresholds

implement slightlysofter ICR thresholds for Nordic property companies under its
rating coverage. This has been evident in recent rating affirmations of companies
such as Vasakronan, Fabege and Kojamath ICR downgrade thresholdeing
lowered by 0.5x.

A credit snapshot of ratings from
_ L b @tEs€research updates
can be found in the appendix

In the appendix on pages 7273, we provide a credit snapshot of ratings from
Lepaz0O 1 yREOR ¢nNEPhR LNhkhLkOK hkeiF
individual ratings.
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Ratings overview and leeway by NCR

*6sz0 PhORNKCF RF In this section,we provide an overview of the ratings for Nordic real estate
dominated by Stable outlooks companies as assessed by Nordic Credit Rating (NCR). NCR appears to exercise
(69% vs 75% a year-ago) a degree of caution in altering ratings and outlooks. Nonetheless, there has been

a shift inits distribution, with the percentage ofStable outlooks decreasing in
favour of Negative outlooks. Meanwhile, the percentage d?ositive outlooks
has remained constantThe distribution of outlooksis currently 69% Stable,

25% Negative, and6% Positive.

NCR ratings outlook distribution as of October 2022 NCR ratings outlook distribution as of December 2023

Positive Positive

6% 6%

Negative
19% .
Negative
25%

Stable

69%
Stable ’

75%

Source: NCR Source: NCR
NCR provides ratings for13 I1G NCR provides ratings for 16 Nordic real estate companiéscluding14 Swedish
issuers and three HY issuers issuers andtwo Norwegian issuers. Of these 16, 13 hold IG ratings and three

hold HY ratings. In the NCR universe, Heba, NP3, Platzer and Stenhus have
Negative rating outlooks.

NCR Nordic rating overview as of December 2023

Bane Mor Fiendom
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Source: NCR, SEB
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Heba: decline in financial metrics “6s PLtkGNYyDPED MECyZO NyRhkG @ubtokn 555
decline iNnRGE ¢ L Kihajdakin®tdcs, resulting from rising interest rates
and reduced property values. Heba'sLTV and ICR deterioratedhroughout
2022. The Negative outlook reflects” 6 s @jctation that, unless significant
action is taken by the companyhese metrics will likely continue toweaken.

NP3: Negative outlook reflects a The Negative outlookfor* pK NE§1 ECRO ~6s>X0 EUNEc¢RYI
deteriorating ICR ICR is likely to come under pressudriring 2023 -24 due to rising interest rates.

NCR forecasts that the ICR will temporarily fall below 2.2x, which is defined as

a potential negative rating driver, but that it will improvéy 2025.

Platzer: financial metrics under NCRchangedits outlook for Platzer to Negative (Stable) due toits belief that
pressure the challenging market conditions with elevated financing costs and yield
adjustments will continue to pressure Platzer's financial metrics

Stenhus: weak ICR and TheNEGYRATE LFRILLj] gLN WREKGF O NEgiI EecRC
diminishing headroom to through 2024. NCR still expects the ICR to remain above covenant levels, ibut
covenants seesheadroomdecreasing overthe remainder of 2023 andin 2024.
"6sX0 yDP|FORED Z| « ykb ¢inn NCR's adjusted ICR and current rating triggers

70% 6.5x

65% 6.0x
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‘Q\Q}@ 5 v@a (\(\@}@ (y@"
< o
H-1Y ®lastquarter - Downside threshold Uppside threshold H-1Y ®lastquarter - Downside threshold Uppside threshold
Source: NCR, SEB Source: NCR, SEB
Catena is the only Nordic issuer Catena received aPositive outlook revision in May 2023(on its BBB issuer
with a Positive outlook from NCR rating), reflecting an improved financial risk profile following two equity

injections in 2022, and a new debt/EBITDA target of below 9x, effectively
setting a limit on future leverage. Hence, Catena is currently the only Nordic
property company rated by NCR with Bositive outlook.

DCMResearch



SectorUpdate Nordic property sector outlook 18 December 2023 56

NCR Overview of rating actions related to Nordic issuers, 2022 -15 Dec 2023

Company Rating action Current rating Prior rating Date

Studentbostader i Norden Rating raised to 'CC' and withdrawn Withdrawn SD 2023-11-20
Platzer Outlook revised to negative BBB- BBB- 2023-10-25
Bonnier Fastigheter Rating lowered to BBB- BBB- BBB 2023-10-20
Studentbostader i Norden Rating lowered to SD SD C 2023-10-13
Studentbostader i Norden Rating lowered to C C CcC 2023-09-22
Studentbostader i Norden Rating lowered to CC CcC CCC 2023-07-18
Stenvalvet Rating lowered to BBB BBB BBB+ 2023-05-30
Studentbostader i Norden Rating lowered to CCC, Watch Negative CCC B+ 2023-05-24
Stenvalvet Outlook revised to negative BBB+ BBB+ 2023-05-22
Intea Fastigheter Rating lowered to BBB BBB BBB+ 2023-05-19
Catena Outlook revised to positive BBB- BBB- 2023-05-12
Svenska Handelsfastigheter Outlook revised to stable BBB- BBB- 2023-03-21
Heba Rating lowered to BBB, Outlook negative BBB BBB+ 2023-03-14
Studentbostader i Norden Rating lowered to B+, Outlook negative B+ BB- 2023-01-19
Svenska Handelsfastigheter Outlook revised to negative BBB- BBB- 2022-12-15
Stenhus Outlook revised to negative BB BB 2022-11-25
Intea Fastigheter Outlook revised to negative BBB+ BBB+ 2022-11-25
NP3 Fastigheter Outlook revised to negative BB BB 2022-11-15
Bonnier Fastigheter Outlook revised to negative BBB BBB 2022-10-20
Heba Outlook revised to negative BBB+ BBB+ 2022-09-19
OBOS Eiendom BBB- rating assigned BBB- NR 2022-06-17
Studentbostader i Norden Outlook revised to negative BB- BB- 2022-06-15
Heba Rating lowered to BBB+ BBB+ A- 2022-03-18
Studentbostéder i Norden BB- rating assigned BB- NR 2022-01-13

Source: S&P, SEB

A credit snapshot of ratings from
"6s>X0 1 yREOR DNEC
be found in the appendix

In the appendix on pages 745, we provide a credit snapshot of ratings from
"6sX0 1 YyREOR ¢NEDPhR LNhkhLKkOK hkeér F Bhk
ratings.
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Ownership structure

Swedish real estate companies Theintral hkj ED Lt KkENOGhN ORNDFERFNE L§ wteE
are still closely entwined the sector unusually sensitive to changes in market sentiment. The
concentrated ownership structure increased during the years dlfie extremely
low interest rate environment. The main drivers behind the general market
consolidation were the good access to fundiragnd thehigh level of competition
in the transaction market. This prompted several companies to invest in
¢ L K N E Réyity insfead of in direct owership of properties (e.g., SBB,
Balder, Sagaxand Castellum).

Holdings are either reported as From an accounting perspective, crossholdings are reported as either
JVs/associated companies oras JVs/associated companies or financial investments. A JV is a joint arrangement
financial investments through which the parties who have joint controlling interests are entitled to the

assets. Participation inanother company is recognised as an associated
company if the company exercises a significant influence over operational and
financial governanceby holding at least 20% and at most 50% of the votes.
Shares in JVs and associated companies are recognisedading to the equity
method, meaning that shares are initially recognised at cost. That said, small
equity holdings (normally below 20% of the votes) are reported as financial
investments and valued at market terms.

Overview of Swedish property sector ownership structure as of December 2023
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There are some concerns about We believe thereis some impairment risk related tdhe crossholdingassets on
write -down of holdings in the balance sheet, particularly as en023 approaches, when auditorsvill test
associated companies/JVs whether impairments are needed on holdings in associated companiége

understand that a significant or prolonged decline in the fair value of an
investment in an equity instrument below its cost is objective evidence of
impairment. Write-downs would deteriorate leverage. Moreoverthe current
ownership structure might limit the ability of individual companiesto raise
equity, even if that would be necessary and wanted.
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Ok TEORKEKR h kmayN E
create governance concerns

JV structures reduce
transparency in underlying asset
quality and financial liabilities

The y DGEOR hkTEORKEKRO hk ¢LKNERARLNO
properties are often made fromthe perspective ofdiversification. Dividends
gNLK W«O DhTENOh§U RGE ¢LKNykhEOS 250
volatility in some key earnings metrics.We believe it also increases
corporate governance risk and reduces transparencpoth negatives from a

credit perspective.

In addition to the numerous associated companies in the sector, the large
number of complex JVs reduces transparency the underlying asset quality,
performance, and financial liabilities.
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Relative value comparisons
and SEB lecommendations

This section includes relative value comparisons amd? 5r&c@mmendations.
As part of our fundamental peer relative value comparison, we present our most
and least preferred issuers/instruments in the Nordic property sector.

Most and least preferred bonds

il

In the Nordic real estate universe, we continue favour low financial risk,
solid balance sheets, good cash flow generation, and welhnaged debt
portfolios with no specific growth agendawe prefer high-quality property
portfolios, with long average lease duration and nesyclical or structurally
favoured asset classes, especially community service and logistics.

We are cautious towards issuers with weak cash flow and earnings metrics,
modest yield gaps, large development portfolios and high vacancy rates (a
signpost of assets in secondary locationsjVe are also cautious when it
comes to issuers with weak liquidity positionsand owners, and little
track-record of raising capital at decent termsamid tough capital
market conditions.

Based on our general market expectations and the recent repricing taking
place in the sector, we see good value and the best risk/rewgmavidesfor
selected issuers in the BBB rating category.

Our top picks list below includes our most and least preferred
issuers/instruments in the Nordic property sector, based on a fundamental
peer comparison and current secondary pricing.
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Most and least preferred issuers and instruments in SEK:green (overweight) / grey (neutral) / red (underweight)

wLFNEEK w?5KFitsh®IGRK _ L L DGz OK
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Most and least preferred issuers and instruments in EUR:green (overweight) / grey (neutral) / red (underweight)

wLFNEEK w?5KFitsh®IGRK _ L L DGz OK
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Relative value comparison: IGissuers

Relative value EUR A/BBB+ category
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EUR A/BBB+ category, current spread vs 6M ago
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Relative value EUR BBB category
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EUR BBB category, current spread vs 6M ago
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Relative value NOKIG category
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Relative value comparison: HY/unrated

issuers

Relative value EUR HY category
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Relative value SEK HY/Crossover category

SEK bonds (senior unsecured > SEK 200ni)Corem Property Group AB

9000 4 ADLER Group SA
+ Akropolis Group Uab
8000 pols Gloup
@ Baltic Horizon Fund
7 000
u Cibus Nordic Real Esta
6 000 AB pu
DEMIRE Deutsche
— i Re
g5000 ESPG AG
=
4000 Heimstaden AB
3000 . iliare Grande
Distribuzio
2000 ® Peach Property Financ:
. ° . . GmbH
1000 B s ] Summit Properties Ltd
n =,
>
) T T T T T T ] et Nord
[] 1 2 3 4 5 6 7 = SBB Treasury Oyj
(Years)

2500

2000

1500

(bps)

1000

W Platzer Fastigheter Holding AB
i AB

+ Corem Kelly AB
= NP3 Fastigheter AB

ANyfosa AB

Fastighetsbolaget Emilshus AB
# Fastighets AB Trianon

Clbus Nordic Real Estate AB pL

ANivika Fastigheter AB
® Awidsro Fastighets AB
K2A Knaust & Andersson Fastig

W Genova Property Group AB
b Lsth Svenska Handelsfastighete
Dios Fastigheter AB
e * * A Stendoren Fastigheter AB
° Midstar Hotels AB
+ Offentliga Hus | Norden AB

@ Compactor Fastigheter AB
FastPartner AB
(Years) Stenhus Fastigheter | Norden A

Source:Bloomberg (BVAL, BGN), SEB

Source:Bloomberg (BVAL, BGN), SEB

DCMResearch



SectorUpdate

Nordic property sector outlook

18 December 2023 64

EUR HY categorycurrent spread vs 6M ago
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Relative value SEK HY category
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A dix
EUR bonds Selective senior unsecured IG bonds
spread (bps) Latest - Previous = Diff (bps) | lyrmean 1yrmedian
0 100 200 300 400 500 600 700 800
AKFAST 1 3/402/07/25 ' ‘oo | [ [ [ [ "l o159 131 27,58 191 199
AKFAST 101/17/28 LN ] 299 252 47,00 256 258
AKFAST 1 1/8 01/11/29 o o 310 257 52,87 265 266
BALDER 17/8 03/14/25 ° 276 280 -4,62 443 432
BALDER 101/18/27 LA 448 474 -26,29 505 0f
BALDER 101/20/29 o o 460 536 -76,50 546 555
CASTSS 2 03/24/25 207 252 -44,72 305 286
CASTSS 0 3/4 09/04/26 223 247 -24,01 340 338
CASTSS 07/8 09/17/29 o 375 364 10,44 395 382
CITCON 1 1/4 09/08/26 L ] 384 383 1,56 454 453
CITCON 2 3/8 01/15/27 ™ 446 455 -8,96 496 477
CITCON 15/8 03/12/28 ° 482 478 4,76 501 482
HEIBOS 0 5/8 07/24/25 L] L] 587 464 122,87 468 456
HEIBOS 11/8 01/21/26 ° . 681 516 165,02 491 502
HEIBOS 0 3/4 09/06/29 L] L] 630 567 63,32 505 524
HEMSOF 1 09/09/26 148 145 2,35 162 157
HEMSOF 001/19/28 ° 152 156 -4,05 176 165
HEMSOF 1 3/4 06/19/29 o 205 198 7,05 221 221
VVOYHT 1 5/8 03/07/25 ° 233 229 4,47 265 267
VVOYHT 1 7/8 05/27/27 ° 303 299 4,07 302 302
VVOYHT 0 7/8 05/28/29 o 318 325 -7,53 334 346
SAGAX 2 1/4 03/13/25 138 143 5,55 171 163
SAGAX 1 1/8 01/30/27 L] 213 215 -1,62 269 251
SAGAX 1 05/17/29 ® 270 278 -8,32 345 329
SATOYH 13/8 05/31/24 o 287 301 13,74 301 301
SATOYH 1 3/8 02/24/28 L 372 406 -34,06 425 420
3yrrange (low, high) @ Latest ® Previous (-1m)
Source: SEB, Bloomberg {&pread Mid), Macrobond
EUR bonds Selective senior unsecured HY bonds
Spread (bps) Latest - Previous = Diff (bps) 1yr mean 1lyr median
0 500 1000 1500 2000 2500 3000 3500 4000 4500 5000
HEIMST 4 1/4 03/09/26 # | ' ' ' ' ' ' ' L] ‘. ' [ 4117 3861 256,0 2423 2442
HEIMST 4 3/8 03/06/27 # LN 3392 3146 245,7 1782 1418
SBBBSS Float 02/08/24 e o 1070 1372 301,7 1418 1145
SBBBSS 1 3/4 01/14/25 oo 1598 1457 140,4 1095 1151
SBBBSS 4 1/2 03/10/25 L o 1476 1917 -440,6 1895 1992
SBBBSS 1 1/8 09/04/26 L] 1360 1273 87,8 987 1066
SBBBSS 1 08/12/27 o0 1394 1265 129,9 952 987
SBBBSS 0 3/4 12/14/28 oo 1101 997 1039 781 822
SBBBSS 11/8 11/26/29 o 975 880 94,7 715 760
3yrrange (low, high) @ Latest ® Previous (-1m)
Source: SEB, Bloomberg {&pread Mid), Macrobond
SEK bonds Selective senior IG bonds (unsecured with exception from SFF)
Spread (bps) Latest - Previous = Diff (bps) 1lyr mean 1yr median
100 200 300 400 500 600 700
ATRUB Float 07/01/25 ' e ' ' | | "| 154 174 20,01 245 253
ATRLIB 1.62 04/29/27 o0 224 240 -15,69 306 309
BALDER 1.394 04/08/25 L) 267 299 -32,69 360 353
BALDER Float 04/13/27 L] 362 393 -31,49 444 436
BNRFST Float 04/12/27 L J 299 309 -9,60 368 374
CASTSS Float 05/21/25 L ] 169 178 8,71 275 293
CASTSS 3.84 04/19/27 #DMTN L] 226 249 -23,02 340 347
CATESS Float 06/16/25 L] 235 243 -8,40 311 314
FABGSS Float 09/03/25 L L] 156 177 -21,49 250 260
FABGSS 1.265 02/02/27 #DMTN L] 213 228 -14,68 304 313
HEIBOS Float 02/25/25 o o 515 473 41,57 378 419
HEIBOS Float 02/22/27 e o 584 541 43,37 456 487
IBTFAS Float 02/07/24 L 151 157 6,20 191 178
KLED 1.51 12/06/24 #DMTN oo 174 190 -15,31 275 294
KLED Float 01/15/27 L] 237 250 -13,42 346 369
NYSVFI Float 03/11/24 o 115 119 -4,05 200 199
NYSVFI Float 01/30/25 L] 147 156 -8,67 232 229
WALLB Float 04/26/24 [ 1] 191 205 -14,74 268 284
WIHLSS Float 03/11/24 L] 192 221 -29,35 263 267
WIHLSS Float 09/08/25 L] 192 221 29,35 263 267

3yr range (low, high) @ Latest ® Previous (-1m)

Source: SEBBloomberg (Zspread Mid), Macrobond
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SEK bonds Selective senior unsecured HY bonds

Source: SEB, Bloomberg {@pread Mid), Macrobond

Recent price development: EUR hybrids

Source: SEB, Bloomberg {&pread Mid),Macrobond

Recent price development: SEK hybrids

Source: SEB, Bloomberg {@pread Mid), Macrobond
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