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Nya Svensk
FastighetsFinansiering
Credit Comment


Nya Svensk FastighetsFinansiering AB (nSFF) is basically
a funding vehicle for the owners that offers investors
secured lending through a highly resilient structure.



We view nSFF as a BBB+ issuer with a stable outlook.



All bonds issued by nSFF share securities in a pledged
security pool.

BBB+ issuer rating with a stable outlook
Based on the underlying credit strength of the sponsors and the credit
enhancement related to the structure, we assign a credit rating of BBB+ to
nSFF. This is in line with our previous rating for Svensk FastighetsFinansiering
(SFF). Although we have identified a number of improvements in the general
structure, some items are weaker. On the positive side, we note, e.g., the
stronger sector and geographical diversification. On the negative side, we
note, e.g., that 100% mortgage certificates are not required at inception. As all
pledged assets are pooled and any of these could be disposed of in a
constraint situation, the effective rating is estimated to be BB+ in the pool,
reflecting the two stronger sponsors. Adding the credit enhancement in the
structure (e.g. mortgage certificates, cash reserve, guarantees, springing lien
and shares in borrowers) a three notch upgrade is however motivated.

Five Nasdaq OMX companies as sponsors
Fabege (BBB-) is one of the largest listed property companies in Sweden
with a clear focus on central Stockholm. Retail and offices are the main
components of the real-estate portfolio. Wihlborgs (BB+) is entirely focused
on the Öresund region. Its properties are mainly offices. Both companies
have relatively modest LTVs of about 50%. Platzer (BB-) is one of the
largest commercial-property companies in Gothenburg with a concentration
of office properties, including some governmental lease contracts. Diös (BB)
is active in northern Sweden with a clear focus on major regional cities, and
on office and residential properties. Catena (BB-) owns and manages mainly
logistic properties located in major hubs in southern Sweden.

Credit strengths


Bonds backed by properties
without other encumbrances and
backed by the sponsors (owners).



Adequately strong sponsors and
borrowers in the structure with
long
histories
and
market
experience. They are all listed on
Nasdaq OMX.



Favorable
real-estate
market
conditions and good funding
conditions at the moment.



Significant
sector
and
geographical diversification, and
thus low concentration risk.



Proven market access through
SFF, which issued its first secured
bond in December 2011.

Credit weaknesses


Legal and operational risks related
to the design of the secured
structure.



Potential
exposure
to
lessattractive market areas and
properties outside larger cities.



Stand-alone credit quality among
sponsors is typically in the broader
BB category.



Sensitivity to a (severe) downturn
in the Swedish real-estate market
and increases in interest rates.



At inception, 100% mortgage
certificates are not required.
Recovery risk with regards to
springing lien.

Major restrictions and covenants in the structure
A significant number of restrictions and covenants are included in the structure,
both on the property level and on the portfolio level. LTV is to be maintained
within certain limits depending on the property type, and no borrower (sponsor)
may account for more than 50% of total outstanding secured loans. The
financing vehicle (nSFF) must have an equity ratio of no less than 10% and
possess a cash reserve of minimum 4.75% of the secured loans.

Ingvar Matsson, PhD
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nSFF credit risk profile
Our rating view of BBB+ reflects the combination of owners’ (sponsors’) underlying
credit strength and the credit risk enhancements as defined by the structure itself
and the various restrictions and covenants that apply to it. To a large extent, nSFF
mirrors the proven and resilient structure of SFF. Our outlook for the rating is
stable. Note that the rating refers to both the company (nSFF) and the bond issue
in this case.

nSFF is jointly owned by five
well-established real-estate
companies

Rating rationale
nSFF is an indirectly owned joint venture (JV) among Fabege, Wihlborgs, Platzer,
Catena and Diös, each of which hold 20% of the common stock in nSFF. The
fundamental stand-alone credit strength of these companies ranges from BBB- to
BB-, in our view. All of these companies are listed on Nasdaq OMX and thus have
proven capital-market access, including the bond market in some cases. The five
sponsors (owners) offer adequate sector and geographical diversification, which is
stronger than for “old” SFF (which had three owners). We also note the low country
risk (Sweden with a rating of Aaa/AAA) and the relative stability of the real-estate
market. The relatively low concentration risk partly mitigates the potential negative
effects of any regional (idiosyncratic) downturn. Properties are also sufficiently
distributed among various types, ranging from offices in central Stockholm to
logistics properties located at road/railroad hubs.

High degree of debt
protection for bond holders

All bonds issued by nSFF share securities in a pledged security pool, which is
basically the heart of the nSFF structure. Apart from the minimum 50% mortgage
certificates at inception, a high degree of debt protection for the bond holders lies
in the pledged shares in the property-holding company (the company holding the
pledged property); the issued guarantee from the sponsor; the springing lien
mortgage, which is triggered at 70%/75% LTV, and the issued promissory notes.
Pledged properties have no other encumbrances. The guarantee also means that
bonds are ultimately backed by the general capacity of the sponsors. Altogether,
therefore, there are a number of defense lines, as defined by the structure that
must consecutively fail in order to inflict a credit loss for a bondholder. In the
previous structure (SFF), 100% mortgage certificates were required at inception.
Notice that an alternative route to liquidation is divestment of the shares, which is
quicker in a normal situation. In several respects, nSFF can be viewed as a bank
lending to its sponsors.

nSFF constrained by various
covenants

The financing vehicle itself (nSFF) is also constrained by a number of financial
covenants. A minimum equity ratio of 10% applies, as do dividend restrictions – no
dividend distributions are allowed without prior Security Agent approval. nSFF is
initially capitalized with only SEK 5mn. nSFF should hold a minimum 4.75% of
cash based on total outstanding secured loans, and investments are restricted to
highly liquid and creditworthy securities, such as Swedish benchmark covered
bonds (rated AAA) or Swedish government benchmark bonds. When compared
with SFF, the constraints on nSFF are somewhat looser. Notice, however, that
nSFF is designed to be income and cash-flow neutral.

Various portfolio restrictions
apply

On the portfolio level, several restrictions apply. No single borrower may account
for more than 50% of total outstanding secured loans. Properties judged as higher
risk, such as hotels and restaurants are not allowed to correspond to more than 5%
of total loans (20% for tax code 4XX). A minimum of 65% of office properties must
be located in Stockholm, Gothenburg and/or Öresund. Only certain geographical
areas are permitted otherwise.

May 16, 2016
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Regular valuations and
compliance checkpoints

Low country risk

Valuations of properties are to take place on a regular basis. They are to be carried
out both by external agencies and by the sponsors themselves. Full market
valuations and desktop valuations will be performed on a rolling basis. On a
quarterly basis, compliance certificates are to be submitted to the Security Agent. A
general three-month remedy period applies for most restriction/covenant violations.
Country and general industry risk
nSFF operates entirely in Sweden (Aaa/AAA), which is positive from a country risk
perspective. Standard & Poor’s ranks Sweden as a 1 (i.e. very low risk by their
definition) in its country-risk assessment framework. Key strengths include the
competitive economy, prudent economic policies, the low government-debt burden
and modest inflation.

Relatively low industry risk

We view industry risk in the real-estate sector as relatively low, mainly because
most business is conducted under long-term, non-cancellable leases. Even if
leases are cancellable (i.e., in residential real estate), demand characteristics tend
to be favorable and typically support cash-flow stability. Urbanization is a strong
trend in Sweden due to high immigration and a birth surplus, which makes the
demand for housing high in most large cities. At the same time, Sweden’s level of
investment in housing is one of the lowest in Europe, which explains the lack of
vacancies in larger cities.

Sensitivity to economic cycles
and potential market bubbles

Key industry risk factors include sensitivity to economic cycles and potential market
bubbles arising from the overvaluation of assets. Moreover, competition for tenants
and properties can be intense. Given the significant amount of capital needed to
acquire, develop and maintain properties, the sector is sensitive to funding
conditions and interest-rate fluctuations. The real-estate sector is scored as a 2
(low risk) under Standard & Poor’s industry-risk framework. Other low-risk sectors
found in this category include health-care equipment, pharmaceuticals and
branded non-durables. We also notice the tax issues under new proposed changes
in Swedish regulations (law).

May 16, 2016
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The structure
In general, the setup aims at effective capital-market access and optimized risk
mitigation with flexibility for the potential borrowers (sponsors). Basically, the financing
vehicle, nSFF, will act as a bank for the owners, thereby broadening their spectrum of
financing opportunities. Thus, the credit risk is defined by the fundamentals of the
owners and the credit-enhancement features built into the structure.

nSFF is a joint venture
among five Swedish realestate companies

Group structure
nSFF is an indirectly owned joint venture (JV) among Fabege, Wihlborgs, Platzer,
Catena and Diös, each of which hold 20% of the common stock in nSFF. These five
companies are well established on the Swedish real-estate market. SFF Holding is an
SPV solely set up for the ownership of nSFF. nSFF is initially capitalized with SEK 5mn
but must always keep a minimum equity ratio of 10% with capitalization in connection
with any transaction.
The general structure
Diös AB

Catena AB
Platzer AB

HoldCO 5

Wihlborgs AB
Fabege AB

HoldCO 3
HoldCO 2

100%

HoldCO 1
100%

HoldCO 4
JV Partner 5
JV Partner 4

JV Partner 3

JV Partner 2

JV Partner 1
20%

20%

20%

20%

20%

SFF Holding
100%

nSFF

Source: Swedbank

All borrowers are 100%owned subsidiaries of the
sponsors

May 16, 2016

Operations in nSFF are limited to lending to the five HoldCos in the structure and
the funding of these operations in the capital markets. The HoldCos pass on funds
to the ultimate borrowers, all of which are 100%-owned subsidiaries of the
sponsors. All lending is secured with promissory notes, existing mortgage
certificates, a springing lien, shares in the ultimate borrower and an on-demand
guarantee from the relevant sponsor. Operations are limited by a significant
number of covenants and compliance restrictions, which are followed up regularly
by the Security Agent. There are no employees in nSFF, as all related
administration is outsourced to service suppliers. nSFF has now been an active
issuer on the market for more than one year.

Please see important disclosures at the end of this document.
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All revenant entities
capitalized before a bond issue

Transaction structure – preparation for a bond issue
Prior to a bond issue, the relevant JV partner is capitalized. In the figure below a
SEK 1,000mn bond issue is illustrated – all other numbers refers to that size. SFF
Holding issues preferred stock, which is subsequently acquired by the relevant JV
partner. SFF Holding then makes a correspondingly large capital contribution to
nSFF, ensuring at least a 10% equity ratio. Thereafter, nSFF extends a primary
loan to the relevant HoldCo that corresponds to the difference between the
shareholder’s contribution and the minimum cash reserve of 4.75% in nSFF. Cash
may be invested only in low-risk instruments: on-demand bank accounts, Swedish
benchmark covered bonds (AAA), Swedish government benchmark bonds,
Swedish municipal bonds/CP (AA-) and benchmark Kommuninvest bonds.
Preparation for a bond issue of SEK 1,000mn
PropCo
100%

Sponsor
100%

HoldCO

Primary Loan
guarantee

100%

Primary Loan
SEK 58.6

JV Partner

Shareholders’
contribution
SEK 106.1

Preferred Stock
SEK 106.1

20%

SFF Holding
100%

nSFF

Shareholders’
contribution
SEK 106.1

Cash reserve:
SEK 47.5

Source: Swedbank

Primary loans and
corresponding guarantees

Strong security package

Springing liens 100%

May 16, 2016

In favor of nSFF for the primary loan, the ultimate sponsor issues a guarantee.
When the bond matures, the primary loan is repaid and the funds, as well as the
cash reserve, are used to repurchase the outstanding preferred stock. However,
this only occurs after full repayment of the relevant bond. Note that the primary
loans are merely of theoretical interest, and that they are significantly smaller in
nSFF than in SFF with its stipulated capital ratio of more than 30% in the financing
vehicle (instead of more than 10%).
Transaction structure – a bond issue
When a bond is actually issued by nSFF (still assumed to be SEK 1,000mn in all
figures), nSFF extends a secured loan to the relevant HoldCo of the same size. The
HoldCo then extends a secured loan to the relevant PropCo, which is the sponsorowned entity owning the property to be financed by the bond issuance. The sponsor
issues a guarantee in favor of the HoldCo for the PropCo loan, and the sponsor
pledges 100% of the shares in the PropCo to the HoldCo. In the next step, the
sponsor issues a guarantee in favor of nSFF for the HoldCo loan. The PropCo must
pledge mortgage certificates covering at least 50% of the PropCo loan to the
HoldCo. However, if there are already mortgage certificates in place (potentially more
than 50%), they must be pledged so that the 50% is only a minimum requirement.
The PropCo must prepare applications for mortgage certificates covering the
outstanding PropCo loan and submits the applications to the HoldCo (springing lien), if
applicable (to be held by the Security Agent). The HoldCo pledges all rights under the
Please see important disclosures at the end of this document.
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PropCo loan and the pertaining security to nSFF, and nSFF pledges all rights under
the HoldCo loan and the pertaining security to the Security Agent to form the security
pool. In the event that a PropCo pledges mortgage certificates that cover 100% of the
PropCo loan, the sponsor will not be required to pledge the shares in the PropCo.
Instead, the corresponding cash reserve is increased by 1 percentage unit from 4.75%
to 5.75%. In a bankruptcy situation, a receiver may claim recovery of collateral not
pledged in connection with the loan transaction if the pledging occurs more than three
months before the bankruptcy, which is basically a recovery risk with regard to
springing mortgages. Mitigations in this regard include the negative pledge, as there
are no other material creditors and no remedy because mortgage certificates are
registered as soon as the LTV trigger is violated and the fact that the shares in the
Propco are pledged and can be accelerated.
Transaction structure for a bond issue of SEK 1,000mn
PropCo
100%

Sponsor

HoldCo loan
guarantee

Secured PropCo
loan SEK 1,000

100%

PropCo loan
Guarantee
PropCo shares*

Security:
Min 50%
Mortgage
certificates
Springing
lien
(if applicable)

HoldCO
100%

Secured HoldCo
Loan SEK 1,000

JV Partner
20%

SFF Holding

Security:
All rights under
the PropCo
loan w.
pertaining
security

100%

nSFF

Security:
All rights under
the HoldCo loan
w. pertaining
security

Bond SEK 1,000

Security pool:
Shares in PropCo
Mortgage certificates, min 50%
Guarantee from the Sponsor
Springing lien, 100%
Promissory notes

Source: Swedbank

The balance sheet of nSFF is
rather artificial

nSFF’s balance sheet following a SEK 1,000mn bond issuance is set out in the
figure below. The asset side is primarily the secured loans in addition to the
primary loans and the cash reserve. The equity and liabilities side is primarily the
bond and the preferred stock. Once again, we stress that the formally rather weak
balance sheet and general financial profile of nSFF are not key credit concerns in
the structure (compare with the balance sheet of a bank).
nSFF’s balance sheet following a bond issue of SEK 1,000mn
1 200

Cash
Reserve;
48

1 000
Other; 5
800

Bonds; 1
000

Primary
Loans; 59

600

Secured
Loans; 1
000

400

200

0
Assets

Preferred
Stock;
106
Common
Stock; 5
Equity and Debt

Source: Swedbank
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Stress test of the structure
In order to test the general resilience of the structure, we performed a stress test.
The resilience test basically evaluates the residual credit (capital) loss risk for an
investor in the structure, or the likely negative outcome if losses materialize, which
is the very core of credit risk analysis. Parameters stressed include, for example,
the haircut at disposals of assets, Stibor levels, number of borrowers in payment
default or guarantees not being fulfilled.

Harsh assumptions in our
stress case

Resilient structure limits potential credit losses
In our stress case, we assume a total of SEK 8,000m in outstanding bonds and we
assume that sponsors have borrowed pro-rata (i.e., 20% each). The initial weighted
LTV is assumed to be 67.5%, which is basically the maximum allowed LTV. The initial
cash reserve is SEK 380m, which is 4.75% of the outstanding secured debt, which is
probably on the low side. The three-month STIBOR is set at 100bp, and we assume a
25bp spread on primary loans and excess cash. The spread on outstanding bonds is
set at 100bp on average. An effective tax rate of 22% is applied.

Three borrowers out of five
in default under the stress
test

The time period from default to actual asset disposal is assumed to be five
quarters, where the default is assumed to take place at the end of Q1 in the model
and asset disposal at the end of Q6. Three of the five borrowers (i.e., 60%) are in
payment default in our stressed scenario. In addition, we assume that sponsor
guarantees are not fulfilled.

Haircut in market value
applied

The LTV at the time of asset disposal is set at 78%. We apply a 25% market value
(MV) haircut at disposal. Effectively, this means that market values are assumed to fall
by 35% from inception to disposal. The annual rolling costs (nSFF) are estimated at
SEK 3m.
Cash flow in our stressed scenario
Cash Flow
Interest income
SG&A

Q1

Q2

Q3

Q4

Q1

Q2

Q3

Q4

40,0

16,0

16,0

16,0

16,0

16,0

16,0

16,0

-0,8

-0,8

-0,8

-0,8

-0,8

-0,8

-0,8

-0,8

-40,0

-40,0

-40,0

-40,0

-40,0

-40,0

-16,0

-16,0

Cash flow from Security Lending before CEI*

-0,8

-24,8

-24,8

-24,8

-24,8

-24,8

-0,8

-0,8

Interest income Primary Loans

1,59

0,64

0,64

0,64

0,64

0,64

0,64

0,64

-0,18

0,00

0,00

0,00

0,00

0,00

0,00

-0,5

0,7

-24,1

-24,1

-19,6

-24,1

-24,1

-0,1

1,8

0,0

0,0

0,0

0,0

0,0 4 615,4

0,0

0,0

0,0

0,0

0,0

0,0

0,0 -4 800,0

0,0

0,0

0,0

Interest and fee expense

Interest income cash

Paid tax
Cash flow before CEI and Financing
activities
Income from security disposal due to
bankruptcy
Change in funding from security disposal

4,5

2,4

Dividends/new share issues

-0,7

Cash flow from CEI and Financing activities

-0,7

0,0

0,0

0,0

0,0

-184,6

0,0

0,0

-24,1

-24,1

-19,6

-24,1

-208,7

-0,1

1,8

Opening balance cash and cash equivalent

380,0

380,0

355,9

331,8

312,2

288,1

79,3

79,2

Closing balance cash and cash equivalent

380,0

355,9

331,8

312,2

288,1

79,3

79,2

81,0

Cash flow for the period

0,0

* Credit Event Items

Source: Swedbank

No capital loss or suspended
coupons

Under the assumptions outlined above, nSFF can accommodate a 60% payment
default and a haircut of more than 35% in MW, which is equivalent to more than SEK
4.1bn of the SEK 11.8bn collateral value, without capital loss or suspended coupons
for the investors.

Compatible with a BBB+
rating

We acknowledge that one can always argue for more aggressive assumptions to be
implemented in a stress case. These might include a three-month STIBOR of 8%, all
borrowers in default or a 50% dip in market values. It should also be noted that the

May 16, 2016
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cash reserve increases by one percentage unit should 3m STIBOR be above 300bp,
with yet one percentage unit should 3m STIBOR be above 600bp and finally another
percentage unit should 3m STIBOR be above 900bp. However, the rating should
basically reflect the extent to which assumptions must be aggressive in order to inflict a
credit loss for the investor. The more aggressive the assumptions need to be, the
stronger the rating (a type of “distance to default”). Our proposed BBB+ rating takes
this into account.
Our stressed case over time
8 000
7 000

SEK million

6 000
5 000
4 000
3 000
2 000

1 000
0

-1 000

Q1

Q2

Outstanding MTN

Q3

Cash

Q4

Q5

Asset disposal

Q6

Q7

Q8

Cash Flow

Source: Swedbank
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Sponsors
The five sponsors are all real-estate companies with a significant track record and
are all listed on the Nasdaq OMX. The fundamental stand-alone credit strength of
these companies ranges from BBB- to BB-, in our opinion. Operations cover
several regions, including Stockholm City and Gothenburg, as well as several
property types, ranging from offices to specialized logistic properties.
Fabege (SWB: BBB-)
Fabege is one of the largest listed property company in Sweden with a market
portfolio value of SEK 40.5bn. It owns and manages 83 properties. As well as
being large in size, Fabege’s portfolio is highly concentrated as it is solely focused
on the central Stockholm market area. Submarkets include central Stockholm,
Solna, Hammarby Sjöstand and some other areas located near central Stockholm.
On the positive side, Stockholm has a lower vacancy risk than other cities, even
though market values can be volatile. Fabege focuses predominantly on offices
and, to a lesser extent, on retail and industrial warehouses. Fabege’s operations
revolve around large development projects in the Stockholm area, which increases
the development and concentration risks. The company’s share of development
accounts for about 12% of total market value, which is in the high end. The
company has relatively stable but somewhat high vacancy rate of 7% and a
relatively short weighted average lease period of 3.6 years.
Geographic distribution of Fabege’s portfolio over time

100%
8%

8%

9%

8%

8%

38%

41%

44%

50%

47%

51%

47%

42%

45%

2013

2014

2015

Q1 16

90%
80%
70%
60%
50%
40%
30%

54%

20%
10%

0%
2012

Stockholm central

Solna

Hammarby Sjöstad

Sweden other

Source: Company reports, Swedbank
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Fabege’s portfolio by property type

100%
90%

6%
2%

7%
4%

7%
3%

9%
3%

85%

83%

83%

81%

80%
70%

60%
50%
40%
30%

20%
10%
0%

7%

6%

7%

7%

2012

2013

2014

2015

Retail

Office

Industrial/Warehouse

Other

Source: Company reports, Swedbank

Fabege has a significant financial risk profile including, an LTV of about 48% and
debt/debt plus equity of about 52%. The EBITDA/interest coverage is somewhat
low but still adequate at 2.4x. The debt maturity of 4.8 years is adequate and
slightly above average, but the interest maturity is quite short at 3.2 years, in our
opinion. An increase in interest rates would affect Fabege more than other
companies due to its relatively short interest fixing.
Core credit metrics
EBITDA/Interest
3,0x

Debt/EBITDA
15,9x

2,5x

15,4x

2,0x
14,9x
1,5x
14,4x
1,0x
13,9x

0,5x

13,4x

0,0x

2012

2013
Debt/EBITDA (x)

2014

2015

Q1 16

EBITDA / Interest (x)

Source: Company reports, Swedbank
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Supplemental credit metrics

FFO/Debt

Debt/Debt+Equity / LTV

6,0%

70%

4,0%

60%

2,0%

50%

0,0%
2012

2013

2014

2015

Q1 16

40%

-2,0%
30%
-4,0%
20%

-6,0%
-8,0%

10%

-10,0%

0%

Debt / Debt + Equity

LTV

FFO / Debt

Source: Company reports, Swedbank

Wihlborgs (SWB: BB+)
Wihlborgs was founded in 2005 and has been listed on NASDAQ OMX since May
2005. Wilhborgs is a medium-sized listed real-estate company with a combined
market value of its properties of SEK 29bn. The company owns and manages 272
properties, and focuses on offices and retail. It also has some industrial/warehouse
properties. When Wihlborgs was separated from its parent company, Fabege, it
focused on the Öresund area, while Fabege focused on the Stockholm area.
Wihlborgs is geographically diversified among Malmö, Lund, Helsingborg and
Copenhagen. The large holdings in Malmö imply some market concentration.
However, these are strong and stable submarkets in the Öresund region. Project
developments elevate the risk in Wihlborgs’ portfolio with a significant share of total
values. However, we note the successful completion of MaxLab. The company has
a relatively high vacancy rate of 12% (excluding project 9%) and a relatively short
weighted average lease period of 3.9 years.
Geographic distribution of Wihlborg’s portfolio over time
100%
90%

16%

10%
5%

80%
70%

32%

20%

19%

18%

18%

5%

6%

10%

9%

27%

27%

22%

26%

48%

48%

50%

47%

2013

2014

2015

Q1 16

32%

60%
50%
40%
30%
52%

53%

2011

2012

20%
10%

0%

Malmö

Helsingborg

Köpenhamn

Lund

Source: Company reports, Swedbank
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Wihlborg’s portfolio by property type
100%

0%

1%

90%

8%

4%

16%

23%

27%

27%

24%

24%

72%

73%

76%

76%

76%

73%

2011

2012

2013

2014

2015

Q1 16

80%
70%
60%
50%

40%
30%
20%
10%
0%

Office/Retail

Industry/warehouse

Project/Land

Source: Company reports, Swedbank

The company has high debt leverage. At the end of March 2016, LTV was about
56% and debt/debt plus equity was about 64%. The EBITDA/interest coverage is
adequate at 3.3x. Wihlborgs’ financial targets include interest coverage of at least
2.0x, an LTV of a maximum of 60% and solidity of more than 30%. As for many
real-estate companies, we view the proposed new tax regime and future increases
in interest rates as threats. An increase in interest rates would affect Wihlborgs, but
slightly less than some peers, as the company’s interest fixing (4.1 years) is
comparatively longer. Debt maturity is short at 3.1 years. Financial flexibility is
adequate
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Supplemental credit metrics
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Platzer (SWB: BB/BB-)
Platzer is a small, listed real-estate company with a portfolio of SEK 9.9bn. Platzer
is purely focused on the Gothenburg area, which implies low diversification and
concentration risk. The company owns, manages and develops 58 properties with
a lettable area of 463,000sqm (as of the end of March 2016). However, most of its
properties are located in the central and western parts of the city. Platzer has a
dominant market position in the areas Northern Gårda and Högsbo.
Platzer has a total of 600 tenants. The largest 20 tenants represent 33% of the
total rental value, which indicates relatively good tenant diversification, especially
given the relatively small sized portfolio. Governmental lease contracts include
Länsförsäkringar, Domstolsverket and Migrationsverket. Platzer focuses on
commercial properties and the larger part of its portfolio consists of office
properties. Platzer is actively developing its properties by rebuilding and by building
new properties. This is can be viewed as a risk depending on the degree of pre-let.
Gothenburg is a city in which many developments are taking place. Currently
Platzer is involved in larger projects in Northern Gårda, Högsbo and Lilla Bommen.
The company’s vacancy rate is 7%, which is average relative to peers. The
average remaining lease period of 4 years is on the short side.
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Geographic distribution of Platzer’s portfolio over time
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Plazer is leveraged, but credit metrics have been relatively stable. At the end of
March 2016, the company had an LTV of about 57%, debt/debt plus equity of 61%
and debt/EBITDA of about 14x. The EBITDA/ interest coverage for LTM Q1 2016
was 3x. However, Plazer’s financial targets include coverage of 1.5x, which is
weak for a commercial property company. Financial flexibility is adequate.
Increased interest rates would affect Plazer in a similar manner to peers, as the
company has about 4.6 years in interest fixing, which is adequate. Debt maturity is
short at 2.3 years. Financial flexibility is adequate.
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Supplemental credit ratios
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Catena (SWB: BB-)
Catena AB was listed on Nasdaq OMX in April 2006, after being distributed to the
shareholders by its original owner Bilia. In 2010-2011, Catena divested almost all
of its property portfolio, except a development project in Solna which consisted of
40,000 sqm of lettable area. In 2013, Catena bought 100% of the equity shares in
Brinova Logistics AB. In the same year, operating locations were established in
Stockholm, Gothenburg and Öresund to bring the company closer to its desired
tenant groups. Today, the company also operates in these areas’ strong and stable
submarkets
Geographic distribution of Catena’s portfolio over time
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Catena is a small property manager, managing 47 properties, most of which are
logistics properties; with a market value of SEK 10.1 bn. The company essentially
doubled in size when it acquired Tribona during autumn 2015. Its properties have a
lettable area of 1,1459,800 sqm. The company has a strategic focus on logistic,
warehouse and industrial properties in important locations. Catena focuses on
May 16, 2016
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medium- to high-risk properties, and it operates in A-locations. Due to the small
size, there is no significant diversification. The company’s vacancy rate of 14% is
very high, which is the highest among our shadow-rated peers. The average
remaining lease period of 2.9 years is short for a logistics property company. The
company has a significant share of project development. Catena is involved in
project developments. In September 2014, Catena and Peab AB together invested
SEK 240m through a jointly owned company in a new terminal for DHL Freight in
Sunnanå (outside Malmö). The lease covers 10 years and will yield an annual
rental income of SEK 18.5mn.
The company has relatively high debt leverage. At the end of March 2016, it had
an LTV of about 65% and debt/debt plus equity of about 66%. Debt/EBITDA was
high 13.6x but is due primarily to the Tribona acquisition; debt is taken on directly
on balance sheet and it takes 4 quarters to generate full effect on EBUTDA. The
EBITDA/interest coverage is relatively low at this point in the cycle 2.2x. The
company has a financial policy of EBITDA/interest coverage of 1.75x, which is
weak for a commercial property company. The financial flexibility is likely limited for
the company due to the large share of private ownership.
As for many real-estate companies, we view the proposed new tax regime and
future increases in interest rates as threats. Increased interest rates would affect
Catena by slightly less than peers, as the company has somewhat longer interest
fixing (4.8 years) than most peers. Catena has interest rates swaps which mean
that 70% of the loan-portfolio interest rate is currently secured. Debt maturity is low
at 2.7years.
Core credit metrics
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Supplemental credit ratios
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Diös (SWB: BB)
Diös Properties was founded in 2005, and it has been listed on Nasdaq OMX since
2006. The company is a relatively small property company with a market value of
SEK 13bn, consisting of 313 properties and a lettable area of 1,352,362 sqm. Diös
has a diversified portfolio with regard to property types and geographical operating
areas. Primarily region is northern Sweden, including the stable regional city
submarkets of Dalarna, Gävleborg, Västernorrland, Jämtland, Västerbotten and
Norrbotten. The submarkets include Luleå, Umeå, Sundsvall, Östersund, Gävle,
Falun and Borlänge. We view the large holdings in these parts of Sweden as
slightly negative, as the risks related to vacancies and liquidity on the market are
higher than for other areas, such as Stockholm, Gothenburg and Malmö. A positive
credit element is the relatively high share (40%) of governmental related tenants.
However, the vacancy rate is high at 10.5 % and the weighted remaining lease
period is short at 3.2 years.
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Portfolio by region for Diös

Portfolio by region
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Portfolio by property type

50%
45%
40%
35%
30%
25%
20%
15%
10%
5%
0%

41%

21%

20%

8%

Office

Industrial/Warehouse

Retail

Residential

10%

Other

Source: Company reports, Swedbank

The company has high debt leverage. At the end of March 2015, LTV was about
66%, debt/debt plus equity was about 69% and debt/EBITDA was 11.7. The
EBITDA/interest coverage was 3.6 for LTM Q1 2016. Diös’ financial targets include
interest coverage of 1.8x, which is weak. Financial flexibility is adequate.
As for many real-estate companies, we view the proposed new tax regime and
future increases in interest rates as threats. An increase in interest rates would
affect Diös, but less than peers as the company has an adequate interest fixing
period (4.3 years) relative to peers. Debt maturity is also adequate at 5.4 years.
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Core credit metrics
35

4

30

3,5
3

25

2,5
20
2

15
1,5
10

1

5

0,5

0

0
2011

2012

2013
Debt/EBITDA (x)

2014

2015

Q1 16

EBITDA / Interest (x)

Source: Company reports, Swedbank
Supplemental credit ratios
6%

76%
74%

5%
72%
4%

70%
68%

3%
66%
2%

64%
62%

1%
60%
0%

58%
2011

2012

2013

Debt / Debt + Equity

2014
LTV

2015

Q1 16

FFO / Debt

Source: Company reports, Swedbank

May 16, 2016

Please see important disclosures at the end of this document.

Page 19 of 20

Credit Research - Nya Svensk FastighetsFinansiering

Information to the customer
Analyst’s certification
The analyst(s) responsible for the content of this report hereby confirm that Information to the customer
What our research is based on
Swedbank Large Corporates & Institutions Credit Research (LC&I Credit Research) department bases the
research on a variety of aspects and analysis. For example: A fundamental assessment of a company’s
financial and business profile, current or expected market sentiment, expected or actual changes in a
company’s credit rating, internal or external circumstances affecting the credit quality of the company and
relative assessment of the company compared to peers or other relevant companies.
Trading recommendations for fixed-income securities are mostly base on the credit spread (yield difference
between the security and the relevant government bond or swap rate). Based on the type of investment
recommendation or credit assessment, the time horizon can range from short-term to 1 year.
Recommendation structure
Swedbank LC&I Credit Research’s recommendation structure consists of several levels: issuer, sector and
instrument. Depending of the level recommendation, it could be in absolute or relative terms.
Issuer level
Swedbank LC&I Credit Research uses a shadow rating system based on the same terminology as Standard &
Poor’s ranging from AAA-D.
Credit ratings on issuer level are in absolute terms. In any case, ratings or any kind of research should not be
used or relied upon as an investment advice. Changes in ratings are not the equivalent of overweight,
market weight or underweight of any of the company’s outstanding bonds, commercial papers or credit
default swaps. A change in the credit rating indicates our view of the actual issuer and its credit quality. This
should not be confused with a recommendation.
Sector level
Strong Overweight/Overweight: the return by increasing exposure to this sector is expected to exceed the
return of the credit market in general.
Market weight: the return by having exposure to this sector is expected to be in line with the return of the
credit market in general.
Underweight/Strong Underweight: the return by having exposure to this sector is expected to be lower
than the return of the credit market in general.
Instrument level

In the United States this report is distributed by Swedbank First Securities LLC ('Swedbank First'), which
accepts responsibility for its contents. Any United States institutional investor receiving the report, who
wishes to effect a transaction in any security discussed in the report, should do so only through
Swedbank First. Swedbank First is a U.S. broker-dealer, registered with the Securities and Exchange
Commission, and is a member of the Financial Industry Regulatory Authority. Swedbank First is part of
Swedbank Group.
For important U.S. disclosures, please reference:
http://www.swedbankfs.com/disclaimer/index.htm
Limitation of liability
All information, including statements of fact, contained in this research report has been obtained and
compiled in good faith from sources believed to be reliable. However, no representation or warranty,
express or implied, is made by Swedbank with respect to the completeness or accuracy of its contents,
and it is not to be relied upon as authoritative and should not be taken in substitution for the exercise
of reasoned, independent judgment by you.
Be aware that investments in capital markets - such as in this document - carry economic risks and that
statements regarding future assessments are comprehended with uncertainty. You are responsible for
such risks alone and we recommend that you supplement your decision-making with that material
which is assessed to be necessary, including (but not limited to) knowledge of the financial instruments
in question and the prevailing requirements as regards trading in financial instruments.
Opinions contained in the report represent the analyst's present opinion only and may be subject to
change. In the event that the analyst's opinion should change or a new analyst with a different opinion
becomes responsible for our coverage of the company, we shall endeavour (but do not undertake) to
disseminate any such change, within the constraints of any regulations, applicable laws, internal
procedures within Swedbank, or other circumstances.
If you are in doubt as to the meaning of the recommendation structure used by Swedbank in its
research, please refer to “Recommendation structure”. This research report is produced for general
distribution to eligible recipients and Swedbank is not advising nor soliciting any action based upon it. If
you are not a client of ours, you are not entitled to this research report. This report is not, and should
not be construed as, an offer to sell or as a solicitation of an offer to buy any securities.To the extent
permitted by applicable law, no liability whatsoever is accepted by Swedbank for any direct or
consequential loss arising from the use of this report.
Conflicts of interest

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

In Swedbank LC&me, internal guidelines are implemented in order to ensure the integrity and
independence of the research analysts.

Market weight: the return by holding this instrument is expected to be in line with the return of equivalent
bonds, the sector or the credit market in general.

The guidelines include rules regarding, but not limited to: contacts with the companies covered;
personal involvement in the companies covered; participation in investment banking activities and
supervision and review of research reports. For example:

Underweight/Strong Underweight: the return by holding this instrument is expected to be lower than the
return of equivalent bonds, the sector or the credit market in general.

Research reports are independent and based solely on publicly available information.

Credit Default Swaps:
Buy protection: we expect the CDS-spread to widen more than the spread for peers’ CDSs, the sector in
general or an aggregated index.
Neutral: we expect the CDS-spread to develop in line with the spread for peers’ CDSs, the sector in general
or an aggregated index.
Sell protection: we expect the CDS-spread to tighten more than the spread for peers’ CDSs, the sector in
general or an aggregated index.
Analyst’s certification
The analyst(s) responsible for the content of this report hereby confirm that notwithstanding the existence
of any such potential conflicts of interest referred to herein, the views expressed in this report accurately
reflect their personal views about the companies and securities covered. The analyst(s) further confirm not
to have been, nor are or will be, receiving direct or indirect compensation in exchange for expressing any of
the views or the specific recommendation contained in the report.
Issuer, distribution & recipients

The remuneration of staff within the Credit Research department may include discretionary awards
based on the firm’s total earnings, including investment banking income. However, no such staff shall
receive remuneration based upon specific investment banking transactions.
Swedbank shall not receive compensation from the company being analyzed for making an investment
recommendation or enter into an agreement with the said company to make an investment
recommendation.
Company-specific disclosures & potential conflicts of interest
In view of Swedbank’s position in its markets, you should assume that Swedbank may currently (or may
in the coming three months and beyond) be providing or seeking to provide confidential investment
banking services to the companies referred to in this report.
You should note that it may happen that Swedbank, its directors, its employees or its subsidiary
companies at various times have had, or have sought, positions; advisory assignments in connection
with corporate finance transactions; investment or merchant banking assignments and/or lending as
regards companies and/or financial instruments covered by this report. It may also occur that
Swedbank LC&I may act as a sponsor in trading with financial instruments covered by this report.

This report by Swedbank LC&I Credit Research is issued by the Swedbank Large Corporates & Institutions
business area within Swedbank AB (publ) (“Swedbank”). Swedbank is under the supervision of the Swedish
Financial Supervisory Authority (Finansinspektionen) and other financial supervisory bodies where
Swedbank and LC&I have branches. Swedbank is a public limited liability company and a member of the
stock exchanges in Stockholm, Helsinki, Oslo and Reykjavik, as well as a member of EUREX.

The reader should assume that the report has been reviewed, for the purposes of verification of facts
or sequence of facts, by the issuers of the relevant financial instrument mentioned in the report prior
to the publication. Such review lead to: change of company name in header, a figure in the peer table
was corrected.

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

An investment recommendation for a company that Swedbank LC&I monitor is normally updated when
the company has published an interim report. An update is normally made on the day after publication.
In certain cases, a recommendation may be updated in the days leading up to the said report When
required, for example if the company has some extraordinary items of news, an investment
recommendation may also be updated during the period between the reporting dates.

In Estonia this report is distributed by Swedbank AS, which is under the supervision of the Estonian
Financial Supervisory Authority (Finantsinspektsioon).
In Lithuania this report is distributed by “Swedbank” AB, which is under the supervision of the Securities
Commission of the Republic of Lithuania (Lietuvos Respublikos vertybinių popierių komisija).

Planned updates

Reproduction & dissemination
This material may not be reproduced without permission from Swedbank LC&I. This report may not be
disseminated to physical or legal persons who are citizens of, or have domicile in, a country in which
dissemination is not permitted according to applicable legislation or other decisions.
Reproduced by Swedbank Large Corporates & Institutions, Stockholm 2012.
Address: Swedbank LC&I, Swedbank AB (publ), SE-105 34 Stockholm, Sweden
Visiting address: Landsvägen 40, Sundbyberg, Sweden

May 16, 2016

Please see important disclosures at the end of this document.

Page 20 of 20

