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Vacse

Public ratings

. . y
Moody's: vz Safeguarding investors’ money
S&P: N.R.
Fitch: NR o Vacse should eventually be compared to higher rated peers

' o We have raised our credit view on Vacse to BBB+ (from BBB) following the strong
Market cap (SEKm) Not listed but uneventful 2016 and start to 2017. The main restricting factors for our view are

the company’s relatively small size, its limited history and its fairly ambitious growth
targets (which was paused during 2016 due to several management changes).
However, as Vacse develops into a larger company and due to the stable

Relative value SEK property bonds
180 -

160 - . . . . . . . .

1o | — F7 government related tenants, we believe there is continued potential upside in view of
120 s > > Vacse’s creditworthiness. We believe that over time Vacse should be compared to
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property companies such as Rikshem (S&P: A-) and Hemsd (S&P: A-) and

o \ o ot potentially, albeit remotely, fully government owned Specialfastigheter (S&P: AA+).
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oo, Although not government or quasi-government such as the peer mentioned above,
23’ Vacse benefits from strong ownership (seven Swedish pension funds linked to
0 01 2 3 4 5 6 7 Apoteket AB, Atlas Copco, Ericsson, Sandvik, Skanska, Stora Enso and Volvo),

Years to maturity =~ s

which we believe would support the company during times of stress.

Source: SEB and Bloomberg ° Bonds remain overweight

We reiterate Overweight on Vacse’s 2019 bonds as they are attractively priced
relative to potential future peers such as Hemsd, Rikshem and Vasakronan.

o Stable Q1 2017, growth should slowly start to pick up again

Loan-to-value was 44% at the end of Q1, slightly lower than 47% at the end of Q1
2016. We believe Vacse's leverage is moderate. We treat Vacse’s subordinate
shareholder loans as equity due to the long tenor (mature in 2053) and deferrable
interest payments. The secured debt remains low, 14% at the end of the quarter. Our
credit view is strongly supported by Vacse’s rental revenues, which are solely from
public sector tenants (government bodies, municipalities or other public institutions).
The occupancy rate is 100% and the average maturity lease contracts are 11 years.
At the end of Q1 2017, Vacse had a property portfolio with a market value of about
SEK 5.3bn. Sales and profits were flat during last year, as the growth strategy has
been paused due to several management changes. Vacse is currently involved in
three major projects, the expansion of the Attunda district court in Sollentuna, a new
elementary school in Linkdping and the new head office of MSB (Swedish Civil
Contingency Agency) in Karlstad.

Analyst Key credit metrics & ratios

Michael Andersson

(46) 8 522 29671 2013 2014 2015 2016 2017E  2018E  2019E

michael.x.andersson@seb.se Revenues (SEKm) 186.6 268.0 336.0 3390 3458 3527 3597
EBITDA (SEKm) 1585 2254 2770 269.0 2749 2809 2870
EBITDA margin 85.0% 84.1% 824% 794% 795% 796% 79.8%
FOCF (SEKm) 51.1 142.5 746 1345 55.8 418 49.0
Adjusted EBITDA net int. cover. (x) 37 39 44 39 5.3 55 5.7
Adjusted net debt to EBITDA (x) 10.0 10.9 8.9 8.7 8.3 8.0 7.6
Adjusted FFO / Net debt 2% 3% 5% 4% 6% 6% 7%

The estimates in this research report have been produced in Source: SEB

collaboration with SEB equity research analysts

www.seb.se Important. All disclosure information can be found on pages 4 — 5 of this document



Instant Credit Vacse
Credit strengths Credit concerns
e Revenues entirely from public sector tenants. o Fairly small with a limited market share.
e Committed owners. o Limited track record as the company was created in 2009.
e High quality assets with many long-term rental contracts. o Ambitious growth target could potentially lead to increased risks.
e Successful business model.
Selected outstanding bonds
Issuer Sector Public Issue date Maturity date Cpn type Cpn Amount Spread Recommendation
Vacse Property N.R/N.R. 03/06/2014 03/06/2019 Floating 3mS+130 SEK 1150m 70 Overweight
Source: Bloomberg and SEB
Relative value SEK property bonds Rental income by tenant (Q1 2017)
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Source: SEB and Bloomberg Source: SEB, Vacse
Financial statement summary - Adjusted numbers (SEKm) Revenues and EBITDA margin
0,
Income statement 2015 2016 2017E  2018E  (SEKm) (%)
Revenues 3360 3390 3458 3627 400 100
EBITDA 277.0 269.0 274.9 280.9 300 80
Net income (reported) 256.2 328.5 136.3 141.8 60
200
Cash flow statement 015 2016 2017E 2018E 40
Funds from operations (FFO) 118.8 915 134.8 141.8 20
Operating Cash Flow 82.6 153.5 155.8 141.8 0 0
Free Operating cash flow 74.6 134.5 55.8 418 2014 2015 2016 2017E 2018E  2019E
Pre-financing cash flow 6.4 1345 55.8 418 mmmmm Total revenues === EB|TDA margin
Balance sheet 2015 2016 2017E 2018E Adjusted net debt / EBITDA
Cash (and equivalents) 46.0 106.0 106.0 106.0 )
Total debt 2,517 2,445 2,389 2,347 15.0
Net debt 2,471 2,339 2,283 2,241
Equity 2,226 2,554 2,690 2,832
Total assets (reported) 5134 5472 5594 5734 10.0
Key credit metrics & ratios 2015 2016 2017E 2018E 50
Net debt to EBITDA (x) 8.9 8.7 8.3 8.0
Net debt to capital 53% 48% 46% 44% 00
FFO / Net debt 5% 4% 6% 6% '
Equity ratio 43% 47% 48% 49% 2014 2015 2016 2017E 2018E 2019E
Source: SEB and Vacse financial reports Source: SEB and Vacse financial reports
SEB Credit Research 10 May 2017 2



Vacse

Profit & loss statement
(SEKm)

Total revenues

Total expenses

EBITDA

Depreciation

Intangibles amortisation

EBIT

Net interest expenses
Value changes
Other financial items

Reported pre-tax profit
Minority interests
Total taxes

Net profit

EBITDA margin

EBIT margin (%)

Tax rate (%)

Growth rates y-o0-y (%)
Total revenues

EBITDA

EBIT

Pre-tax profit

Cash flow

(SEKm)

FFO

Changes in working capital
Operating cash flow

Net capital expenditures
Free operating cash flow
Dividend paid
Acquisitions, divestments net
Pre-financing cash flow
Net loan proceeds

Share issue

Other

Net change in cash

Capex/sales (%)

Balance sheet
(SEKm)

Cash and liquid assets
Other current assets
Long-term financial assets
Fixed tangible assets
Intangibles

Total assets

Interest bearing debt

Other liabilities

Minority interests
Shareholders' equity

Total liabilities and equity

Net debt (m)

Net debt/equity (%)
Equity/total assets (%)
Net debt/EBITDA (x)
EBITDA Interest cover

Main shareholders

Name (%) Votes Capital
Ericsson Pensionsstiftelse (A) 214
Skanska Trean Allman Pensionsstiftelse 214
Apoteket AB:s Pensionsstiftelse 14.3

2011 2012
116 133
14 -15
102 118
0 0
0 0
102 118
A7 -32
-8 2
-61 -59
15 50
0 0
-6 -9
10 40
88.1 884
88.1 884
358 189
0.0 15.0
n.a. 15.3
0.0 153
00 2203
2011 2012
24 26
2 -6
26 20
-6 0
20 20
0 0
-327 0
-308 20
640 0
0 0
-300 0
32 20
56 0.0
2011 2012
76 9
6 2
0 0
1902 2025
0
2074 2124
830 830
134 144
0 0
1,110 1,150
2,074 2,124
754 734
67.9 63.8
535 542
74 6.2
54 36
Management
Title
coB
CEO
CFO

2013 2014 2015 2016 2017E 2018E 2019E

187 268 336 339 346 353 360
-28 -43 -59 -70 -71 -72 -73
159 225 217 269 275 281 287
0 0 0 0 0 0 0

0 0 0 0 0 0 0
159 225 217 269 275 281 287
-43 -57 -63 -69 -52 -51 -50
90 -4 203 278 40 40 40
-76 -87 -88 -89 -88 -88 -88
130 78 329 389 175 182 189
0 0 0 0 0 0 0
-31 -17 -72 61 -38 -40 -42
99 61 256 328 136 142 147
85.0 84.1 824 794 79.5 79.6 79.8
85.0 84.1 824 794 79.5 79.6 79.8
239 218 220 15.7 220 220 220
40.3 43.6 254 0.9 20 2.0 2.0
34.9 42.2 229 (2.9) 22 22 22
34.9 42.2 229 (2.9) 2.2 22 22
161.6 (40.3) 323.6 18.6 (55.1) 4.0 39

2013 2014 2015 2016 2017E 2018E 2019E

40 86 119 91 135 142 149

" 57 -36 62 21 0 0

51 142 83 153 156 142 149

0 0 -8 -19 -100 -100 -100

51 142 75 134 56 42 49

0 0 0 0 0 0 0
-1,205 -1,400 -81 0 0 0 0
1,154 -1,258 -6 134 56 42 49
813 804 -29 -74 -56 -42 -49

0 460 0 0 0 0 0

300 15 0 0 0 0 0
-H 21 -35 60 0 0 0
0.0 0.0 24 5.6 289 284 278

2013 2014 2015 2016 2017E 2018E 2019E
55 81 46 106 106 106 106

5 18 63 21 3 3 3

0 0 4 23 13 3 -7
3,247 4,764 5,021 5322 5472 5,622 5,772
0 0 0 0 0

0
3,307 4,863 5134 5,472 5,594 5,734 5,874

1,643 2,546 2,517 2,445 2,389 2,347 2,298
115 347 391 473 514 554 596

0 0 0 0 0 0 0
1,549 1,970 2,226 2,554 2,690 2,832 2,980
3,307 4,863 5134 5,472 5,594 5,734 5,874

1,588 2,465 2,411 2,339 2,283 2,241 2,192

102.5 125.1 11.0 91.6 84.9 791 736
46.9 40.5 434 46.7 48.1 49.4 50.7
10.0 10.9 89 8.7 8.3 8.0 76

3.6 39 44 39 5.2 54 5.6

Company information

Name Contact

Daniel Jonsson Internet www.vacse.se
Fredrik Linderborg Phone number 0
Henrik Molin

Company description: Vacse is a Swedish property company focusing on community service properties. Vacse has a property portfolio with a market
value of SEK 5.3bn at the end of 2016. The company has a strong tenant base with leasing contracts with long maturities. Vacse is owned by seven

Swedish pension funds linked to large Swedish companies.

Please note: The data in several tables and charts in this document have been adjusted in line with common practice in the field of credit research. This
mainly refers to adjustments of operating leases, pensions, derivatives and other contingent liabilities. For a detailed breakdown of the adjustments, please

contact the author of this report.

SEB Credit Research 10 May 2017



Vacse

Credit Research Disclaimer

Authors' statement of independence (Analyst Certification)

We, the authors of this report, hereby confirm that notwithstanding the existence of any potential conflicts of interest referred to herein, the views expressed in this report
accurately reflect our personal views about the companies and securities covered. We further confirm that we have not 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. We are not registered or qualified as research analysts,
representatives or associated persons under the rules of any US exchange, regulatory organization or State.

This statement affects your rights
This report is confidential and may not be reproduced, redistributed or republished by any recipient for any purpose or to any person.

Recipients

SEB Research is approved and issued by Skandinaviska Enskilda Banken AB (publ) (“SEB”), a bank organized under the laws of the Kingdom of Sweden, on behalf of itself
and its affiliates for institutional investors. SEB is not a registered Broker-Dealer under the US Securities and Exchange Act of 1934. This report must not be distributed to retail
clients except those of SEB Oslo Branch and, in case of research distributed via SEB Helsinki Branch, to its retail clients located in Finland.

Use

This research report is produced for the private information of recipients - if you are not a client of ours, you are not entitled to this research report, and should destroy it. The
document is not, and should not be construed as, an offer to sell or solicitation of an offer to buy any securities. Opinions contained in the report represent the author's present
opinion only and may be subject to change. In the event that the author's opinion should change or a new analyst with a different opinion becomes responsible for our
coverage of the company concerned, we shall endeavour (but do not undertake) to disseminate any such change, within the constraints of any regulations, applicable laws,
internal procedures within SEB, or other circumstances. If you are in doubt as to the meaning of the recommendation system used by SEB in its research, please refer to the
"Disclaimer" section of SEB Research Online, to which our clients are granted access.

Good faith and limitations

All information, including statements of fact, contained in this research report have been obtained and compiled in good faith from sources believed to be reliable. However, no
representation or warranty, express or implied, is made by SEB 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 judgement by you. Recipients are urged to base their investment decisions upon such
investigations as they deem necessary. To the extent permitted by applicable law, no liability whatsoever is accepted by SEB for any direct or consequential loss arising from
the use of this document or its contents.

Distribution

This research report has been prepared by SEB or its affiliates and is being distributed by SEB offices in Stockholm, Copenhagen, Oslo, Helsinki, Frankfurt, London, Tallinn,
Vilnius, Singapore and Hong Kong. Research reports are prepared and distributed in Lithuania by AB SEB bankas and in Estonia by AS SEB Pank in accordance with the
requirements of the local laws and Financial Supervision Authority’s conduct of business rules. It is being distributed in the United States by SEB Securities Inc. (‘'SEBSI'), a
wholly owned subsidiary of SEB organized under the laws of the State of Delaware, USA. Any United States institutional investor receiving the report, who wishes to obtain
further information or to effect a transaction in any security discussed in the report, should do so only through SEBSI and not its affiliates. Addresses and Phone numbers for
each office can be found at the end of the report.

The SEB Group: members, memberships and regulators

SEB is a member of, inter alia, Nasdaq OMX Nordic, Oslo Stock Exchange, the London Stock Exchange, NYSE Euronext, Frankfurt Stock Exchange, Tallinn Stock Exchange
as well as certain European MTF’s such as BATS-Chi-X, Turquoise, Burgundy, XUBS, POSIT and Sigma-X. SEB is regulated by Finansinspektionen in Sweden and, for the
conduct of investment services business, in (i) Denmark by Finanstilsynet, (i) Norway by Finanstilsynet, (iii) Finland by Finanssivalvonta, (iv) Germany by Bundesanstalt fiir
Finanzdienstleistungsaufsicht, (v) the UK by the Financial Conduct Authority and Prudential Regulation Authority (details about the extent of our regulation by the Financial
Conduct Authority and Prudential Regulation Authority are available from us on request), (vi) Estonia by the Estonian Financial Supervision Authority, (vii) Lithuania by the
Bank of Lithuania, (viii) by the Monetary Authority of Singapore and (ix) Hong Kong by Securities and Futures Commission. SEBSI is a U.S. broker-dealer, registered with the
Financial Industry Regulatory Authority (FINRA). SEBSI is a subsidiary of SEB. SEBSI is authorized to engage in the underwriting of securities but does not make markets or
otherwise engage in any proprietary trading in any securities.

SEB's research reports are prepared in accordance with the industry standards and codes of conduct applicable to financial analysts in the countries where they are based. In
Denmark, Finland, Norway and Sweden, analysts act in accordance with the rules of ethics of each country’s Society of Financial Analysts. Analysts comply with the
recommendations and industry standards of the Danish, Norwegian and the Swedish Securities Dealers Associations and with those of the Federation of Finnish Financial
Services. Analysts certified by the CFA Institute also comply with the Code of Ethics of the CFA Institute. The author of this report is not registered or qualified as a research
analyst with FINRA and therefore may not be subject to the NASD Rule 2711 and Incorporated NYSE Rule 472 restrictions on communications with a subject company, public
appearances and trading securities held by a research analyst account.

Prevention and avoidance of conflicts of interest

All research reports are produced by SEB’s Research department, which is separated from the rest of its activities by an Information Barrier; as such, research reports are
independent and based solely on publicly available information. Following standard practice, recommendations and target share prices are removed from research on
companies which are the subject of public offers on which SEB is advising. The remuneration of staff within the Research department is determined exclusively by research
management and senior management and may include discretionary awards based on the firm’s total earnings, including investment banking income; however, no such staff
receive remuneration based upon specific investment banking transactions. SEB’s Compliance department monitors the production of research and the observance of the
group's procedures designed to prevent any potential conflicts of interest from affecting the content of research; the latter are described in greater detail in the "Statement of
Policies for dealing with potential conflicts of interest surrounding our Research activities" which is available on our Research Online website.

Your attention is also drawn to the fact that:
The current market price of the securities shown in this report is the price prevailing at the close of the business day preceding the date of publication, save where such price
was more than 5% different from the price prevailing as at the time of publication, in which case it is the latter.

Unless explicitly stated otherwise in this report, SEB expects (but does not undertake) to issue updates to this report following the publication of new figures or forecasts by the
company covered, or upon the occurrence of other events which could potentially have a material effect on it.

The securities discussed in this research report may not be eligible for sale in all countries, and such securities may not be suitable for all types of investors. Offers and sales
of securities discussed in this research report, and the distribution of this report, may be made only in countries where such securities are exempt from registration or
qualification or have been so registered or qualified for offer and sale, and in accordance with applicable broker-dealer and agent/salesman registration or licensing
requirements.

Additional recommendation history for the issuer is available at https://researchonline.sebgroup.com

SEB Credit Research 10 May 2017 4
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Specific disclosures for institutional investors

The analysis and valuations, projections and forecasts contained in this report are based on a number of assumptions and estimates and are subject to contingencies and
uncertainties; different assumptions could result in materially different results. The inclusion of any such valuations, projections and forecasts in this report should not be
regarded as a representation or warranty by or on behalf of the SEB Group or any person or entity within the SEB Group that such valuations, projections and forecasts or their
underlying assumptions and estimates will be met or realized. Past performance is not a reliable indicator of future performance. Foreign currency rates of exchange may
adversely affect the value, price or income of any security or related investment mentioned in this report.

Company specific disclosures and potential conflicts of interest:

A member of, or an entity associated with, SEB or its affiliates, officers, directors, employees or shareholders of such members (a) is not, and has never been, represented on
the board of directors or similar supervisory entity of Vacse, (b) has from time to time bought or sold the securities issued by the company or options relating to the company,
and (c) SEB does not hold any short / long position exceeding 0.5% of the total issued share capital of Vacse as of 30 Apr 2017.

The analyst(s) responsible for this research report (jointly with their closely related persons) hold(s) 0 shares in Vacse and do(es) not have holdings in other instruments related
to the company.
Explanation of Credit Research recommendations:

SEB derives its Recommendations from its appraisal of the credit quality of the issuer (itself derived from business risk profile and financial risk profile and from other factors).
SEB uses the following recommendation system for the corporate bond market:

Overweight — over the next six months we expect a position in this instrument to exceed the relevant index, sector or benchmark.

Marketweight — over the next six months we expect a position in this instrument to perform in line with the relevant index, sector or benchmark.

Underweight — over the next six months we expect a position in this instrument to underperform the relevant index, sector or benchmark.

SEB uses the following recommendation system for CDS spreadsheets:

Buy - we expect the CDS to outperform the sector performance

Neutral — we take a neutral view on the CDS, and do not recommend either a buy or sell

Sell - we expect the CDS spreads to underperform the sector performance.

Definitions of SEB'’s assessments of creditworthiness can be found on our website: https://taz.vv.sebank.se/cgi-bin/pts3/mc6/MB/research.nsf?opendatabase&login

Credit Watch Negative — When an identifiable event or short term trend has occurred and when additional information is needed to evaluate the impact on the assessment of
credit worthiness but the likely outcome is a negative change.

Credit Watch Positive - When an identifiable event or short term trend has occurred and when additional information is needed to evaluate the impact on the current
assessment of credit worthiness but the likely outcome is a positive change.

Credit Watch Developing — When an identifiable event or short term trend has occurred and when additional information is needed to evaluate the impact on the current
assessment of credit worthiness and the likely outcome is uncertain

Methodology

SEB'’s Credit Research makes it assessment of the creditworthiness of an issuer based on the assessment of an issuer’s business risk profile as well as its financial risk profile.
The business risk profile includes country risk, industry risk, competitive position, and profitability. The financial risk profile includes financial policies, accounting, cash flow
adequacy, capital structure and liquidity. The outcome of the assessment of the two risk profiles is weighed together for a final overall assessment.

In addition to SEB'’s credit assessment of creditworthiness, other factors considered in a particular issuer include the credit ratings assigned to a specific issuer by independent
agencies, the value and market price of its securities, macroeconomic factors such as interest rates, promised coupon or yield of the specific instruments, and historical spread
developments.

Credit Research Distribution (as of 1 Mar 2017)
A*

B*
Overweight 21.4% 10.1%
Marketweight 66.4% 32.0%
Underweight 12.2% 3.7%

A* denotes recommendations for all companies covered
B* denotes recommendation for companies to which SEB has provided investment banking services in the last 12 months.

Recommendation History

Instrument Recommendation Date
Vacse 3 June 2019 3mS+130 Overweight 10 May 2017

Recommendation changes by SEB Credit Research Analysts in the subject company over the past 12 months. If no recommendation changes were made in that period, the
most recent change is stated.

SEB Credit Research 10 May 2017 5
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