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These first-time ratings for Heimstaden Bostad AB and its holding company Heimstaden AB 
(which holds 45.3% of its capital and a minimum 50% of its votes) include the acquisition of 
Akelius Residential Property AB’s (BBB/Stable) Swedish, Danish and German residential 
portfolios for an SEK92.5 billion consideration, announced 26 September. This enlarges 
Heimstaden Bostad’s residential-for-rent portfolio to SEK274.8 billion (EUR27.1 billion).  
 
Heimstaden Bostad’s rating reflects its position as one of the largest residential landlords in 
Europe, benefitting from wide diversification across several countries in northern and central 
Europe. The local property markets exhibit positive demographic trends and disposable income 
growth, low vacancy rates, and a mix of market and regulated rents that are often below market 
rents. These positive traits provide a stable rental income profile. 
 
The strength of the group’s business profile is combined with high cash flow leverage, which 
reflects the high-quality, low-yielding, residential assets. Fitch Ratings rates Heimstaden Bostad 
on a standalone basis from its majority owner Heimstaden AB based on its unique governance 
framework, evidenced by a shareholder agreement with its minority institutional shareholders, 
who have a minority of shareholders’ votes, but gives the institutions negative control over key 
strategic matters and restricts the potential for adverse value transfers. 
 
As a shareholder, Heimstaden AB has committed a minimum SEK8.5 billion as equity for 
Heimstaden Bostad’s acquisition, financed from its existing cash and partly from a SEK7 billion 
bridge facility. Heimstaden AB will also continue to manage, and be remunerated for, 
Heimstaden Bostad’s enlarged portfolio, thus increasing its revenue. 

Key Rating Drivers for Heimstaden Bostad AB   
Akelius Portfolio Acquisition: The Akelius SEK92.5 billion portfolio complements Heimstaden 
Bostad’s existing footprint in locations (Stockholm, Malmo, Copenhagen and Berlin) that are 
well known to Heimstaden Bostad’s management and on-the-ground operational teams.  
 
The Akelius acquisition brings a high-quality portfolio, which Heimstaden Bostad plans to 
mainly retain, continuing a strategy of refurbishment and quality improvement so as to increase 
rent as new tenants churn, although keeping within the boundaries of relevant markets’ 
regulated rents. Berlin becomes Heimstaden Bostad’s largest city at 14% of the enlarged 
portfolio by rent (21% by fair value).   
 
Sizeable Residential Portfolio: Heimstaden Bostad’s pre-Akelius SEK186 billion (approx. 
EUR18 billion, as at end-1H21) residential-for-rent portfolio is Nordic-weighted, with 
additional diversification from properties in Netherlands, Germany, UK and CEE countries. This 
geographic exposure provides wide diversification across countries and cities, and reduces 
exposure to individual regulatory regimes, economic, and demographic trends.  
 
Expansion Planned: Even post-Akelius, the group plans to grow its portfolio in existing markets 
and to invest in new markets with attractive fundamentals. Further expansion is supported by 
capital commitments from its institutional owners’ intentions including the dividend reinvest 
mechanism and having a framework for adding new investors in place. Identified markets 
include Poland and the UK, where Heimstaden Bostad has committed to buy completed 
developments, and potentially other markets within the EU.  
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Regulated and Market Rents: Demand for Heimstaden Bostad’s residential units are supported 
by necessity-based demand, structural undersupply, and resultant low vacancy. The stability of 
its rental income is further supported by a mix of regulated and market rents. Regulated rents 
tend to be below market rent and display index-linked rental growth. 
 
Historically, Heimstaden Bostad has achieved positive like-for-like rental growth and vacancy 
has remained below 5%. Its management has targeted markets where home ownership is 
already established, and therefore government measures to preserve (voters’) wealth creation 
is aligned with conducive conditions for the rented residential portfolio.  
 
The portfolio includes assets in the Czech Republic (8% of 2Q21 portfolio value), which are 
transitioning from regulated to market rents. These market characteristics provide potential for 
further rental growth as low regulated rents revert to market, but also have higher vacancies 
and higher yields.  
 
Post-Akelius High Leverage: Heimstaden Bostad’s net debt/EBITDA was 20.4x at end-2020, 
reflecting the inherently low income yield of the company’s residential portfolio compared to 
commercial real estate peers. Fitch expects its cash flow leverage to rise to 24.3x in 2022 and 
reduce as rental uplifts translate into EBITDA (2024: 22.1x). Further issuance of hybrids (at 50% 
equity credit) aids this profile.  
 
The funds from operations (FFO) fixed-charge coverage ratio is 1.7x in 2022, and gradually rises 
thereafter towards 2x. Fitch includes 100% of hybrid bond coupons in its interest coverage 
ratio. Without post-end-2021 portfolio revaluation uplifts, Fitch calculates future loan-to-value 
(LTV) at 53%–55%.      
 
Unique Governance Framework: Fitch rates Heimstaden Bostad on a standalone basis based 
on its unique governance framework. Heimstaden Bostad has grown its portfolio by attracting 
capital from large Nordic intuitional investors and by dividend reinvestment. The relationship 
between the owners is governed by a shareholder agreement, which gives the institutional 
owners control over key strategic matters (reserved matters) while day-to-day operations are 
handled by the majority owner Heimstaden AB – which also has the majority of shareholders’ 
votes. The shareholder agreement also restricts adverse value transfers. 
 
Reserved Matters: The shareholder agreement ensures the concentrated ownership does not 
adversely affect governance and makes Heimstaden Bostad more akin to a public company. 
Board and owner decisions on key strategic matters (reserved matters) require an institutional 
shareholder majority (either owner approval of 50%, 75% or 90% of institutional votes 
depending on the strategic importance or board approval with maximum one vote against for 
certain issues). Reserved matters include, but are not restricted to, changes to financial policy, 
business plan, dividend policy and making larger divestments.  
 
Profit Reinvestment: Profits are divided among the owners through different proportions of 
stapled ordinary and preference shares. This ensures majority voting for Heimstaden AB while 
institutions receive some preference in profit distribution. Heimstaden AB handles day-to-day 
property portfolio operations and is remunerated by a quarterly group management fee as well 
as property and facility management fees.  
 
Good performance is rewarded via Heimstaden AB’s higher proportion of ordinary shares, 
which are remunerated from profits after the preferred shares have been paid. The owners in 
Heimstaden Bostad are obliged, in certain instances, to reinvest all or part of their preference 
distribution through a (ordinary and preference) share rebalancing mechanism. Historically, the 
owners have reinvested a large part of their common shares’ distribution. 

 

Non-Standard Liquidity Event. The institutional shareholders have an option to liquidate their 
share in the company in 2045 (full or partial exit). This individual right to liquidity sets 
Heimstaden Bostad apart from the standard corporate where a majority vote from investors is 
needed. Fitch considers the existence of this event, driven by legal considerations, as neutral to 
the rating. The most likely outcome is an orderly exit or potentially an IPO given the investors’ 
long-term view as pension funds.  
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Shareholders wanting to exit can also sell part or all of their shareholding (pro rata) earlier using 
20% of subscription capital from incoming investors, or by selling to a qualifying institutional 
shareholder on the open market subject to a right to first refusal from existing shareholders. 
 
Hybrids Notched-Off IDRs: Heimstaden Bostad’s and Heimstaden AB’s hybrid bonds are rated 
two notches below their respective Issuer Default Ratings (IDRs). The ratings reflect the 
hybrids' deeply subordinated status to senior creditors, with coupon payments deferable at the 
discretion of the issuer and long maturity dates. The notching of the hybrids reflects their 
greater loss severity than senior obligations'. The securities qualify for 50% equity credit in 
accordance with Fitch's hybrid criteria. 

Key Rating Drivers for Heimstaden AB 
Holding Company Function: At end-1H21 Heimstaden AB owned 45.7% of the shareholder 
capital in Heimstaden Bostad, a large residential-for-rent property company, as well as 50.3% 
of the voting rights (post-Akelius pro forma: 45.3% and 50.1%, respectively). The other 
shareholders are long-term Nordic institutional investors owning various percentages of 
stapled preference shares and equity, and all bound by a shareholder agreement, which defines 
operational, governance, financial and strategic parameters. Heimstaden AB itself is 70% 
owned (96% of votes) by Fredensborg AS, which is almost exclusively owned by Ivar Tollefsen.  
 
Asset Manager Function: As well as being a holding company for this equity stake, Heimstaden 
AB also has a property management agreement with Heimstaden Bostad, remunerating its 
costs for managing the existing SEK186 billion residential-for-rent portfolio (post-Akelius pro 
forma: SEK274.8 billion) alongside its own small SEK4.5 billion real-estate portfolio located 
primarily in Iceland.   
 
Main Income Streams: Most of the income streams of Heimstaden AB are directly from 
Heimstaden Bostad and include (i) rental income from its small real estate portfolio (not from 
Heimstaden Bostad); (ii) Heimstaden Bostad remuneration for property management, which 
includes an above-cost profit component; and (iii) asset management fee at 0.2% of gross asset 
value (GAV) in Heimstaden Bostad; and (iv) dividends from Class A preferred shares in 
Heimstaden Bostad. The Class A shares are at the top of the equity capital remuneration 
waterfall of payments.  
 
The total of these four forms of income, net of Heimstaden AB’s operational costs, is lower than 
the interest expense of its core post-Akelius acquisition – SEK14 billion bank and bond debt, 
SEK7 billion bridge facility, existing SEK4.5 billion hybrids and SEK2 billion preferred shares. In 
forecast years this reduces to around 0.85–0.90x debt service coverage. Fitch includes 100% of 
hybrid bond coupons in this ratio. 
 
Plus Heimstaden Bostad Dividends: Heimstaden AB also receives its share of preferred B share 
dividends, and any ordinary equity dividends, from Heimstaden Bostad. Upon receiving the cash 
dividend, Heimstaden AB’s management will first retain enough liquidity to comfortably cover 
its interest expense and mandatory debt repayments before discretionally agreeing to reinvest 
in Heimstaden Bostad equity.  
 
To date, consistent with the action of other shareholders, dividends have been largely re-invested 
in Heimstaden Bostad’s equity capital in order for Heimstaden AB to maintain its equity stake in 
Heimstaden Bostad and enable the subsidiary to grow and meet its financial policy metrics.  
 
Heimstaden AB’s dividends to Fredensborg have been small, with the 2021 SEK1 billion 
dividend being a one-off, making Fredensborg debt-free. 
 
Heimstaden AB’s Incremental Leverage: Incremental leverage (above Heimstaden Bostad’s 
debt/EBITDA metrics) includes the subsidiary’s hybrid bonds, which lose their equity credit as 
they rank ahead of Heimstaden AB’s own bank and bond debt, and its hybrids. This incremental 
leverage at end-2020 totalled SEK9.5 billion gross debt relative to Heimstaden Bostad’s equity 
credit-adjusted end-2020 net debt of SEK69.3 billion. Fitch has applied 50% equity credit to 
Heimstaden AB’s own hybrid bonds and preferred shares.  
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Comparing Heimstaden Bostad’s and Heimstaden AB’s proportionally consolidated net 
debt/EBITDA ratios in Fitch’s post-Akelius forecasts, the incremental debt and its own 50% 
equity credit hybrids result in Heimstaden AB’s leverage being less than 3.0x higher, with both 
entities measured on a gross debt basis.    
 
Positioning of the Rating: Various factors informed the ‘BB+’ IDR for Heimstaden AB. Firstly, 
Heimstaden AB is a holding company reliant upon recurring, largely unsubordinated, income 
streams (i) to (iv), listed above. This supports its positive stand-alone EBITDA, but Fitch 
forecasts this to cover core interest expense (including hybrids and preferred shares, which 
Fitch treats as 100% interest paid) by 0.85–0.9x.  
 
Secondly, the subordinated dividends from Heimstaden Bostad, retained after discretionary re-
investment, are paid after Heimstaden Bostad’s subordinated debt (its hybrids), which Fitch 
rates ‘BB+’. From the Heimstaden AB creditors’ perspective, income above 1x interest expense 
only comes from Heimstaden Bostad’s post-hybrid cash flow. Priority-wise, after receiving the 
cash dividend, the board will retain liquidity to cover debt service, then choose to re-invest 
funds in Heimstaden Bostad’s equity.  
 
Thirdly, the incremental debt’s effect on proportional consolidated gross debt/EBITDA is below 
3.0x, pointing to a ‘BB’ rating category rating (2022: 28.7x, 2024: 24.6x). However, the 
incremental LTV is 17pp higher at around 70% LTV. Fourthly, the residential-for-rent asset class 
generates stable income streams, particularly given the geographic diversification of 
Heimstaden Bostad’s sizeable portfolio.    
 
Quality of Income Streams Place Rating: Of the interplay between these various factors, the 
reliance upon (i) to (iii) income streams, which does not cover Heimstaden AB’s core interest 
expense, drives a non-investment-grade rating, whereas the combination of additional 
subordinated dividend income can help cover debt service but that larger amount of cash flow 
is paid after servicing junior subordinated debt at Heimstaden Bostad rated ‘BB+’. Incremental 
leverage at Heimstaden AB does not warrant further notching.  

Financial Summary 

Heimstaden Bostad AB (SEKm) 2019A 2020A 2021F 2022F 2023F 

Revenue 4,135 6,721 10,673 11,493 12,440 

Operating EBITDA  2,174 3,394 6,538 6,844 7,486 

Operating EBITDA margin (%) 52.6 50.5 61.3 59.5 60.2 

FFO fixed-charge coverage (x) 2.0 2.5 2.4 1.7 1.8 

Total adjusted net debt/operating 
EBITDAR (x)  

27.0 20.4 24.8 24.3 23.9 

F – Forecast including the Akelius acquisition 
Source: Fitch Ratings, Fitch Solutions 
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Heimstaden AB (SEKm ranges) 2020A 2021F 2022F 2023F 

Standalone profile: rental income n.m. 150-200 200-250 200-250 

Standalone profile: Heimstaden Bostad 
management fee 

300-350 400-450 450-500 450-500 

Standalone profile: EBITDA (including preferred 
A dividend) 

n.m. 550-600 700-750 750-800 

Standalone profile: Income (i)-(iv)c/interest 
expense (x) 

 1.1 0.8 0.85 

Proportional consolidated profile:b 
debt/operating EBITDA (x)a 
      at Heimstaden AB level  
      at Heimstaden Bostad level 

  
 

29.2 
25.6 

 
 

28.7 
26.3 

 
 

26.9 
24.8 

Proportional consolidated profile: incremental 
debt/operating EBITDA (x)a 
      at Heimstaden AB level  

 3.6 2.4 2.1 

F – Forecast. n.m. = not meaningful. Note: In 1H21, Heimstaden AB acquired its Iceland residential-for-rent portfolio.  
a From Heimstaden AB’s creditors’ perspective, this ratio treats the Heimstaden Bostad’s hybrids as 0% equity credit. 
b For forecast years, these calculations assume around 45% ownership of Heimstaden Bostad.  
c See Key Rating Driver commentary on these four forms of income, and related costs, feeding into this quasi-EBITDA. 
Source: Fitch Ratings, Fitch Solutions 

 

Rating Derivation Relative to Peers 
With its enlarged portfolio of EUR27.5 billion, Heimstaden Bostad will be the second-largest 
residential landlord (if Vonovia SE and Deutsche Wohnen SE combine) with around 145,000 
units in Nordics, Central Europe, UK and CEE (Czechia and Poland), providing wide 
diversification. Its combined portfolio value is larger than Akelius’ YE20 (pre-disposal) EUR12.2 
billion and Annington Limited’s (BBB/Stable; EUR9 billion as at March 2020) Ministry of 
Defence housing portfolio, and materially larger than Grainger plc’s (BBB-/Stable;  
EUR3.2 billion as at September 2020) residential-for-rent portfolio, both located across the UK, 
and Peach Property Group AG’s (BB-/Stable; EUR1.9 billion as at December 2020), located 
mainly in the North Rhine-Westphalia region of Germany. 
 
In all cases, Fitch acknowledges the necessity-based purpose and demand for this asset class, 
the stability of rental income in many markets (particularly the regulated rent markets), the 
fundamentals of inherent demand as household numbers increase and the lack of supply in 
many markets. Longevity of tenant stay is conducive to stable income, as seen in many entities’ 
occupancy rates and rent collection even during the pandemic, and rental uplift is planned for 
post-refurbishment units. Different companies have different policies of concentrating on city 
centres and/or more urban locations. Various forms of tenant-protective rental regulation, 
constraining rental growth, are in place per country.  
 
Compared with commercial real estate, the net initial yields (NIYs) on residential-for-rent have 
been low, reflecting the above underlying qualities and the different interest rate regimes of 
countries. Fitch acknowledges the higher debt capacity of residential-for-rent assets compared 
with more volatile commercial real estate (office, retail, industrial) and adjusts all rated 
companies’ net debt/recurring rental-derived EBITDA thresholds for their NIYs and the quality 
of each entity’s portfolio.  
 
In Heimstaden Bostad’s case, its debt capacity net debt/EBITDA (as seen in the upgrade and 
downgrade rating sensitivities) is similar to Akelius (before its disposal took place) albeit Akelius 
had similar yields but a greater geographic diversification as it benefits from a US portfolio. At 
around 2.5%, Heimstaden Bostad’s and Akelius’s properties have lower average income yields, 
reflecting their higher share of regulated rents than Grainger’s UK portfolio and their locations in 
more attractive prime cities in comparison to Peach’s secondary cities in Germany. The NIY on 
Grainger’s regulated (and inherently shrinking) portfolio and growing market-rent portfolio is 2% 
and 4% respectively, which corresponds to a blended 3% yield. Peach’s average NIY yield is around 
3.5%. 
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The geographical diversification of Heimstaden’s and Akelius’s portfolios, which balances out 
city-specific developments such as the Berlin rent regulation, stands out as a material rating 
benefit to their ratings compared with peers. 
 

Property Portfolios  

Asset  
class 

The portfolio sold  
by Akelius to  

Heimstaden Bostad 
Heimstaden  

Bostad  Akelius  Grainger  Peach  

Data as at  September 2021 End-March 2020 (pre-
acquisition) 

End-December 2020 
(pre-disposal) 

End-Septement 2020 End-December 2020 

Geography Nordics (Stockholm, 
Malmo, Copenhagen), 

Germany (Berlin, 
Hamburg) 

Nordics, Netherlands, 
Germany, Czech 
Republic, Poland  

Europe, North America UK Germany 

Portfolio size Bought for SEK92.5bn 
(approx EUR9.1bn) 

SEK179bn (approx 
EUR18bn) 

EUR12.1bn EUR3.5bn EUR1.8bn 

Number of units 28,776 114,000  44,443 8,787  
(of which PRS: 5,817;  

regulated: 2,970) 

23,000 

Gross leasable area 
(sqm) 

1,877,000 8,114,000 2,986,000  1,500,000  

Net initial yield (%) Estimated 2.5  Implied 2.7 Estimated: 2.3 PRS: 4; regulated: 2 3.5 

Vacancy rate (%) 1 2.4 7.5 (1.7 adjusted) 4 7 

Source: Fitch Ratings, Heimstaden Bostad as at end-1Q21, companies’ accounts 

 

Navigator Peer Comparison 

 

Source: Fitch Ratings 

Rating Sensitivities for Heimstaden Bostad AB  

Factors that Could, Individually or Collectively, Lead to Positive Rating 
Action/Upgrade: 

• Net debt/EBITDA below 19x; 

• EBITDA net interest coverage above 2.5x; 

• Unencumbered investment property assets/unsecured debt above 2.0x;  

• For Fitch’s EMEA REITs senior unsecured debt uplift: a lower share of secured debt with 
maintained share of assets in liquid markets.  

  

IDR/Outlook

BBB/Sta aa n bbb+ n a n a n bbb+ n a- n bbb n bbb n bbb+ n
BBB/Sta aa- n a- n bbb n a n a n a- n bb n bbb n bbb+ n
BBB-/Sta aa- n a n bbb n bbb n bbb+ n bb+ n bbb+ n bbb- n bbb n
BB+/Sta aa n bbb n a n a- n a- n bb+ n bb+ n bb+ n bb n
BBB/Sta aa n bbb+ n a n a- n a- n a- n bbb n bbb n bbb+ n
BB-/Stable aa+ n bbb n bbb n a- n bbb+ n bb+ n a n b+ n bbb n
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Heimstaden Bostad AB

Peach Property Group AG

Akelius Residential Property AB

Annington Limited

Grainger plc



 

Heimstaden Bostad AB, Heimstaden AB 
Rating Report  │  5 October 2021 fitchratings.com 7 

 

  

 
Corporates 

Property/Real Estate 
Sweden 

  

Factors that Could, Individually or Collectively, Lead to Negative Rating 
Action/Downgrade: 

• Net debt/EBITDA above 22x; 

• EBITDA net interest coverage below 1.75x; 

• Unencumbered investment property assets/unsecured debt below 2.0x;  

• Changes to the governance structure that loosen the ring-fencing around Heimstaden 
Bostad.  

Rating Sensitivities for Heimstaden AB 

Factors that Could, Individually or Collectively, Lead to Positive Rating 
Action/Upgrade: 

• Upgrade of Heimstaden Bostad’s IDR; 

• Heimstaden AB’s standalone EBITDA/interest expense coverage ratio above 1.5x;  

• Liquidity score above 1.0x. 

Factors that Could, Individually or Collectively, Lead to Negative Rating 
Action/Downgrade: 

• Downgrade of Heimstaden Bostad’s IDR; 

• Heimstaden AB’s standalone EBITDA/interest expense coverage ratio below 1.0x; 

• Heimstaden AB’s proportional consolidated gross debt/EBITDA greater than 3x of 
Heimstaden Bostad’s proportional consolidated gross debt/EBITDA;  

• Liquidity score below 1.0x 

Liquidity and Debt Structure for Heimstaden Bostad AB  
Comfortable Liquidity: As at 30 October 2021, Heimstaden Bostad will have in place a 
comfortable liquidity position comprising SEK22.4 billion of revolving credit facilities (RCFs) 
and construction facilities, and SEK16.4 billion of readily available cash, compared to SEK2.9 
billion of short-term debt maturities in 2021 and SEK2.4 billion in 2022.  
 
The Akelius acquisition is funded by around SEK24.8 billion fresh equity from existing 
shareholders, SEK3.6 billion existing Heimstaden Bostad cash resources, SEK11.4 billion 
secured debt inherited with the Akelius portfolio, and a new SEK65.7 billion unsecured bridge, 
of which we expect SEK54.5 billion to be used. We expect the unsecured bridge to be refinanced 
in the debt capital markets with hybrids (like existing hybrids, with 50% equity credit) and 
unsecured debt.  

 

Heimstaden Bostad is funded by a mix of unsecured (bonds and commercial paper), secured 
(traditional bank and Danish realkredit mortgages) and subordinated hybrid debt. At end-2Q21, 
46% of debt was secured, 30% was unsecured and the remaining 25% was hybrid bonds. Its 
secured debt is primarily related to assets in Denmark, the Netherlands, Germany and Sweden. 

Liquidity and Debt Structure for Heimstaden AB 
Recent New RCF Capacity: Heimstaden AB had SEK6.5 billion of cash as of 3Q21 and has two 
undrawn RCFs (new this year) totalling SEK1 billion. Secured debt and unsecured debt after 
acquiring the Iceland residential-for-rent portfolio in 1H21 were SEK2.3 billion and SEK11.7 
billion, respectively.  
 
Heimstaden AB’s portion of Heimstaden Bostad’s Akelius acquisition-related equity increase is 
SEK8.5 billion, funded from existing cash and a SEK7 billion bridge facility.   
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ESG Considerations 

Heimstaden AB has an ESG Relevance Score of ‘4’ for Governance Structure due to its 70.8% 
ownership (96% of votes) by Fredensborg SA, itself owned by family interests, which has a 
negative impact on the credit profile, and is relevant to the ratings in conjunction with other 
factors.  
 
Unless otherwise disclosed in this section, the highest level of ESG credit relevance for 
Heimstaden Bostad AB and Heimstaden AB is a score of ‘3’. This means ESG issues are credit 
neutral or have only a minimal credit impact on their credit profiles, either due to their nature 
or the way in which they are being managed by the entities. For more information on Fitch’s ESG 
Relevance Scores, visit www.fitchratings.com/esg. 
 

Liquidity and Debt Maturities 
Funding for the SEK92.5 billion Akelius acquisition: 

Heimstaden Bostad AB:  

• SEK24.8 billion of fresh equity from existing shareholders 

• SEK3.6 billion of existing cash resources 

• SEK11.4 billion of secured debt inherited with the Akelius portfolio, and  

• SEK65.7 billion in a new unsecured bridge facility, of which we expect SEK54.5 billion to 
be used and refinanced in the debt capital markets 

Heimstaden AB:  
• SEK8.5 billion of equity to be injected into Heimstaden Bostad AB 

• Funded from existing cash and a SEK7 billion bridge facility, which we expect to be 
refinanced in the debt capital markets.  
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YE20 Liquidity Data  

Heimstaden Bostad - Cash and Maturities Report 

Liquidity analysis Original  Original  

(SEKm) 31 December 2020 30 June 2021 

Total cash and cash equivalents 7,636 9,244 

Short-term investments 0 0 

Less: not readily available cash and cash equivalents 0 0 

Fitch-defined readily available cash and cash equivalents 7,636 7,636 

Availability under committed lines of credit 14,627 15,181 

Total liquidity 22,263 22,817 

LTM EBITDA after associates and minorities 3,394 
 

LTM free cash flow (FCF) -3,339 
 

Source: Fitch Ratings, Fitch Solutions, Heimstaden Bostad AB 

 

Scheduled debt maturities Original  Original  

(SEKm) 31 December 2020 30 June 2021 

2021 7,908 2,870 

2022 7,350 2,293 

2023 9,804 10,560 

2024 11,192 8,134 

2025 4,019 11,404 

Thereafter 36,638 75,239 

Total 76,911 110,500 

Source: Fitch Ratings, Fitch Solutions, Heimstaden Bostad AB 
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Heimstaden AB – Liquidity Analysis 

(SEKm) 2021F 2022F 2023F 2024F 

Available liquidity 
    

Beginning cash balance 3,255 5,182 10,113 8,161 

Rating-case FCF after acquisitions and divestitures -4,993 5,129 -82 680 

Unsecured debt refinancings in 1H21 5,000 
   

Purchase of Iceland portfolio post-1H21 
 (with SEK1.8bn new debt raised) 

Included 
above 

   

Proposed EUR300m/SEK3,045m hybrid 3,045 
   

Preferred shares issued 1H21 1,125 
   

Fredensborg one-off dividend FY21a -1,000 
   

Total available liquidity (A) 6,432 10,311 10,031 8,841 

  
    

Liquidity uses 
    

Debt maturities -1,250 -198 -1,870 -5,700 

Total liquidity uses (B) -1,250 -198 -1,870 -5,700 

  
    

Liquidity calculation 
    

Ending cash balance (A+B) 5,182 10,113 8,161 3,141 

Revolver availability (procured in 2021) 1,000 1,000 1,000 0 

Ending liquidity 6,182 11,113 9,161 3,141 

Liquidity score (x) -0.6 57.1 5.9 1.6 

F – Forecast. a Financial year ending December 2021. 

Source: Fitch Ratings, Fitch Solutions, Heimstaden Bostad AB, Heimstaden AB 

 

Scheduled debt maturities Original 

(SEKm) 31 December 2020 

2020 0 

2021 1,250 

2022 198 

2023 1,870 

2024 5,700 

Thereafter 551 

Total 9,569 

Source: Fitch Ratings, Fitch Solutions, Heimstaden Bostad AB, Heimstaden AB 

 

Key Assumptions  

Fitch's Key Assumptions Within the Rating Case for Heimstaden Bostad AB 

• Consideration for the SEK92.5 billion Akelius portfolio includes additional, committed 
equity of SEK24.8 billion, inherited secured debt of SEK11.4 billion, Heimstaden Bostad 
cash of SEK3.6 billion, and a SEK65.7 billion unsecured bridge of which we expect 
SEK54.5 billion to be used. The portfolio adds SEK2 billion of net operating income;  

• For net debt/EBITDA calculation purposes in forecast years, Fitch has annualised rents 
of signed and planned acquisitions, disposals and developments rather than include part-
year contributions, which can affect this ratio; 

•  Moderate 2.0%-2.5% like-for-like rental growth driven by annual regular uplifts, 
indexation and reletting upon tenants vacating apartments; 

• The Akelius transaction increases Heimstaden Bostad’s central administration cost base 
by SEK230 million;  
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• Around SEK3 billion of capex (rising to SEK3.8 billion) per year, comprising 
developments and capex to upgrade apartments. Fitch assumes an average 7.5% yield 
(increased rent) on this capex spent; 

• Continued portfolio growth through acquisitions, with around SEK30 billion of 
properties assumed to be acquired in total in 2022–2024; 

• The forecasts assume many shareholders choose to reinvest cash dividends to support 
the group’s financial policy. 

Fitch's Key Assumptions Within the Rating Case for Heimstaden AB 

• Core property management fee that includes an above-cost profit component, and an 
asset management agreement fee (percentage of its GAV), both paid by Heimstaden 
Bostad, covering Heimstaden AB’s administration expenses; 

• Increased rental income after acquisition of the Iceland residential portfolio in 1H21; 

• Heimstaden AB’s board choosing to re-invest virtually all of Heimstaden Bostad’s 
dividends in its equity. 

 

 

 

  



 

Heimstaden Bostad AB, Heimstaden AB 
Rating Report  │  5 October 2021 fitchratings.com 12 

 

  

 
Corporates 

Property/Real Estate 
Sweden 

  

 

Financial Data  

Heimstaden Bostad AB 

(SEKm) 2019 2020 2021F 2022F 2023F 2024F 

Summary income statement 
      

Revenue 4,135 6,721 10,673 11,493 12,440 13,557 

Revenue growth (%) 28.0 62.5 58.8 7.7 8.2 9.0 

Operating EBITDA 2,174 3,394 6,538 6,844 7,486 8,337 

Operating EBITDA margin (%) 52.6 50.5 61.3 59.5 60.2 61.5 

Operating EBITDAR 2,174 3,394 6,538 6,844 7,486 8,337 

Operating EBITDAR margin (%) 52.6 50.5 61.3 59.5 60.2 61.5 

Operating EBIT 2,174 3,394 6,538 6,844 7,486 8,337 

Operating EBIT margin (%) 52.6 50.5 61.3 59.5 60.2 61.5 

Gross interest expense -923 -1,269 -2,158 -3,157 -3,344 -3,387 

Pretax income 5,854.0 10,833.0 4,380.0 3,686.7 4,142.3 4,949.8 

Summary balance sheet 
      

Readily available cash 4,345 7,636 5,352 13,310 6,739 4,218 

Total debt with equity credit 63,003 76,911 167,642 179,757 185,453 188,261 

Total adjusted debt with equity credit 63,003 76,911 167,642 179,757 185,453 188,261 

Short-term debt 5,137 6,322 31,560 9,804 11,192 4,019 

Net debt 58,658 69,275 162,289 166,446 178,713 184,042 

Summary cash flow statement 
      

Operating EBITDA 2,174 3,394 6,538 6,844 7,486 8,337 

Recurring associate dividends less distributions to NCI 
  

- - - - 

Cash interest paid -972 -1,078 -2,158 -3,157 -3,344 -3,387 

Implied interest cost % 1.5 1.4 1.3 1.8 1.8 1.8 

Cash interest received 35.00 180.00 - - - - 

Cash tax -105 -320 -1,402 -1,401 -1,574 -1,881 

Other items before FFO - - -0 0 -0 -0 

Funds flow from operations 967 1,778 2,978 2,286 2,568 3,069 

FFO margin (%) 23.4 26.5 27.9 19.9 20.6 22.6 

Change in working capital -125 -304 - - - - 

Cash flow from operations (Fitch defined) 842 1,474 2,978 2,286 2,568 3,069 

Total non-operating/non-recurring cash flow 
      

Capital expenditure -2,575 -2,985 
    

Capital intensity (capex/revenue) (%) 62.3 44.4 
    

Common dividends -829 -1,828 
    

Net acquisitions & divestitures -14,679 -13,729 
    

Capex, dividends, acquisitions & other items before 
FCF 

- - 
    

FCF after acquisitions & divestitures 842 1,474 -142,398 -7,692 -12,567 -5,629 

FCF margin (after net acquisitions) margin (%) 20.4 21.9 -1334.2 -66.9 -101.0 -41.5 

Other investing and financing cash flow items -716 -238 - - - - 

Net debt proceeds 6,787 7,747 102,862 15,650 5,696 2,808 

Net equity proceeds 13,202 12,851 37,252 - 300 300 

Total change in cash 2,032 3,292 -2,284 7,958 -6,571 -2,521 

Coverage ratios (x) 
      

FFO interest coverage 2.0 2.5 2.4 1.7 1.8 1.9 

FFO fixed-charge coverage 2.0 2.5 2.4 1.7 1.8 1.9 

Operating EBITDAR/gross interest expense + rentsa 2.2 3.1 3.0 2.2 2.2 2.5 

Operating EBITDA/gross interest expensea 2.2 3.1 3.0 2.2 2.2 2.5 

Leverage ratios (x) 
      

Total adjusted debt/operating EBITDARa 29.0 22.7 25.6 26.3 24.8 22.6 

Total adjusted net debt/operating EBITDARa 27.0 20.4 24.8 24.3 23.9 22.1 

Total debt with equity credit/operating EBITDAa 29.0 22.7 25.6 26.3 24.8 22.6 

FFO leverage 33.1 28.7 32.6 33.0 31.4 29.2 

FFO net leverage 30.8 25.9 31.6 30.6 30.2 28.5 

CFO-capex/total net debt with equity credit (%) -2.95 -2.18 0.16 -0.51 -0.44 -0.27 

CFO-capex/total debt with equity credit (%) -2.75 -1.97 0.15 -0.48 -0.43 -0.26 

a EBITDA/R after dividends to associates and minorities 
Source: Fitch Ratings, Fitch Solutions 
  

 

How to Interpret the Forecast Presented 

The forecast presented is based on Fitch 
Ratings’ internally produced, conservative 
rating case forecast. It does not represent the 
forecast of the rated issuer. The forecast set 
out above is only one component used by 
Fitch Ratings to assign a rating or determine a 
rating outlook, and the information in the 
forecast reflects material but not exhaustive 
elements of Fitch Ratings’ rating assumptions 
for the issuer’s financial performance. As 
such, it cannot be used to establish a rating, 
and it should not be relied on for that 
purpose. Fitch Ratings’ forecasts are 
constructed using a proprietary internal 
forecasting tool, which employs Fitch Ratings’ 
own assumptions on operating and financial 
performance that may not reflect the 
assumptions that you would make. Fitch 
Ratings’ own definitions of financial terms 
such as EBITDA, debt or free cash flow may 
differ from your own such definitions. Fitch 
Ratings may be granted access, from time to 
time, to confidential information on certain 
elements of the issuer’s forward planning. 
Certain elements of such information may be 
omitted from this forecast, even where they 
are included in Fitch Ratings’ own internal 
deliberations, where Fitch Ratings, at its sole 
discretion, considers the data may be 
potentially sensitive in a commercial, legal or 
regulatory context. The forecast (as with the 
entirety of this report) is produced strictly 
subject to the disclaimers set out at the end 
of this report. Fitch Ratings may update the 
forecast in future reports but assumes no 
responsibility to do so. Original financial 
statement data for historical periods is 
processed by Fitch Solutions on behalf of 
Fitch Ratings. Key financial adjustments and 
all financial forecasts credited to Fitch 
Ratings are generated by rating agency staff. 
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Financial Summary Table for Heimstaden AB (Standalone 

Profile)  
(SEKm ranges) 2019 2020 2021F 2022F 2023F 

Heimstaden AB portfolio's rental income n.m. n.m. 150-200 200-250 200-250 

Management fee income 200-250a 300-350 400-450 450-500 450-500 

Central admin income/(costs) n.m. n.m. neg. 300- 
neg. 350 

neg. 300-  
neg. 350 

neg. 350-  
neg. 400 

Preferred A dividend from Heimstaden Bostad 
  

250-300 350-400 400-450 

Fitch EBITDA including preferred A dividends n.m. n.m. 550-600 700-750 750-800 

Total interest expense (debt, hybrid, pref shares) neg. 200- 
neg. 250 

neg. 400- 
neg. 450 

neg. 500- 
neg. 550 

neg. 900- 
neg. 950 

neg. 900- 
neg. 950 

EBITDA net interest coverage ratio (excl. ordinary 
dividend) (x) 

  
1.07 0.80 0.85 

Summary debt structure  
     

Secured debt 200 301    

Unsecured debt 3,000 3,986    

Hybrid instrument 3,000 4,000    

Preferred shares (NASDAQ) 750 750    

Heimstaden AB debt standalone profile (A) 
     

Gross debt 3,200 4,301    

Hybrids, preferred shares 3,750 4,750    

Equity credit on Heimstaden AB'S own hybrids -1,875 -2,375    

Fitch-adjusted gross debt 5,075 6,675 18,500- 
19,000 

18,500- 
19,000 

18,500- 
19,000 

Proportional consolidation approach - Heimstaden Bostad (B) 

Ownership share (%) 44.7 44.7 45.1 45.1 45.1 

Gross debt 26,259 31,474 67,204 71,073 73,642 

Hybrid 3,806 5,811 16,806 19,994 19,994 

Equity credit (0% applied) 0 0 0 0 0 

Fitch-adjusted gross debt 30,065 37,285 84,009 91,067 93,636 

Net debt 28,123 33,871 81,595 85,064 90,597 

Cash 1,942 3,413 2,414 6,003 3,039 

Investment property 50,885 64,836 136,796 141,296 148,121 

EBITDA 988 1,586 2,948 3,087 3,376 

Combined (A + B) 
Heimstaden AB + x% share 
of Heimstaden Bostad 

   

Fitch-adjusted gross debt (Y) 35,140 43,951 102,482 109,541 112,109 

Net debt 26,856 37,277 99,655 103,557 109,587 

Investment propertyb 51,273 65,458 141,166 145,753 152,667 

EBITDA, proportional (Z) 
  

3,505 3,821 4,172 

Proportional consolidated metrics 
     

Heimstaden Bostad debt/EBITDA (Y/Z)  (x) 
  

29.2 28.7 26.9 

Heimstaden AB standalone gross debt/EBITDA (x)  
  

25.6 26.3 24.8 

Difference in gross debt/EBITDA between Heimstaden 
Bostad and Heimstaden AB (x)  

  
3.6 2.4 2.1 

a FY19 and FY20 indicative fee based on 0.2% of Heimstaden Bostad’s year-end portfolio  
b Year-end investment property value (with no valuation uplifts assumed post-acquisition) 
Neg. – negative. 
Source: Fitch Ratings, Fitch Solutions, Heimstaden AB 
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Operating Environment Management and Corporate Governance

aa+ aa a a

aa aa a- a

aa bbb+ bbb

b- bbb bbb

ccc+ bbb-

Property Portfolio Rental Income Risk Profile

aa- a a+ a

a+ a a bbb

a a a- bbb

a- a bbb+ a

bbb+ a bbb

Liability Profile Access to Capital

a+ a a+ bbb

a a a a

a- a- a

bbb+ bbb+

bbb bbb

Profitability Financial Structure

a- bbb a- bbb

bbb+ bbb bbb+ bbb

bbb bbb bbb

bbb- bbb- ccc

bb+ bb+

Financial Flexibility Credit-Relevant ESG Derivation

For further details on Credit-Relevant ESG scoring, see page 3.

Loan-To-Value

Managing Balance Sheet Through the 

Cycle

FFO Dividend Cover

Debt Maturity Profile

Development Exposure

Asset Quality

Financial Access

Economic Environment









Liquidity Coverage a

bbb Less conservative policy but generally applied consistently.

1.25xa-

FX Exposure bbb Some FX exposure on profitability and/or debt/cash flow match. Effective hedging.

Recurring Income EBITDA Interest 

Cover
bbb

Portfolio Liquidity and Ability to 

Leverage Assets

Investment Granularity

Fixed/Floating Interest Rate Liability 

Profile

Heimstaden Bostad AB

Very strong combination of countries where economic value is created and where assets are 

located. 

Very strong combination of issuer specific-funding characteristics and the strength of the 

relevant local financial market.
Governance Structure

Management Strategy

Systemic Governance

Tenant Concentration and Tenant 

Credit

Lease Expiry Schedule

Sources of Capital

Leveragable unencumbered pool with no adverse selection. Unencumbered Asset Pool

Systemic governance (eg rule of law, corruption, government effectiveness) of the issuer’s 

country of incorporation consistent with 'aa'.

Average debt tenor at least seven years. No year represents more than 15% of total debt.

Committed development cost to complete of 5% of investment properties for average risk 

projects.

Mainly prime and good secondary. Lowest-yielding asset class.

Fixed or hedged debt above 75% of total debt. Evidence of consistent policy through the 

cycle.

Portfolio values change less than 30% peak to trough with a track record of recovery

1.1x

Asset Class Volatility 

Geographic Strategy
Track record of benefiting from geographic diversification. Exposure to at least four markets 

displaying different economic and business cycles with appropriate scale.

Overall ESG

Heimstaden Bostad AB has 7 ESG potential rating driversFinancial Discipline

bbb-

issues

driver
bbb+

bbb

a

Absolute Scale

issues

issues

4

3

not a 

rating 

driver

5

2issues

issues

0

0

7

2

5

potential 

driver

Unencumbered Asset Cover

Net Debt/Recurring Operating EBITDA





Good institutional appetite (buyers/sellers/lenders) in best markets, indicating liquidity and 

ability to leverage assets.

Very high portfolio granularity. Top 10 assets comprise less than 20% of net rental income or 

value.

Group Structure 

Financial Transparency

Lease Duration, Renewal and NOI 

Volatility 

Limited occupancy volatility through cycles. Occupancy consistently above 95%. Track record of 

limited tenant defaults.

Lease duration (or average tenure for residential) of five to eight years with most renewed, sustained net 

rental income growth and/or average volatility.

Coherent strategy and good track record in implementation.

Experienced board exercising effective check and balances. Ownership can be concentrated among 

several shareholders.

Some group complexity leading to somewhat less transparent accounting statements. No significant 

related-party transactions.

Good quality reporting without significant failing. Consistent with the average of listed companies in 

major exchanges.

Occupancy

key driver

Sustainable building practices including Green building certificate credentials

Portfolio's exposure to climate change-related risk including flooding 

Shift in market preferences

Governance is minimally relevant to the rating and is not currently a driver.

1.75x

1
How to Read This Page: The left column shows the three-notch band assessment for the overall Factor, illustrated by a bar. The

right column breaks down the Factor into Sub-Factors, with a description appropriate for each Sub-Factor and its corresponding

category. 

50%

2.0x

Maintenance of a suitable LTV taking asset volatility into account.

>11.0x

Smoothed lease maturity profile with no large lease expiries in the near term.

Top 10 tenants comprise less than 15% of annual base rent revenue; below-average tenant credit risk.

Solid access to all common and preferred equity, unsecured bonds/bank debt, secured debt, and/or 

joint ventures.

Rent-yielding property assets of at least EUR5bn.
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Credit-Relevant ESG Derivation

Environmental (E)

E Score

Social (S)

S Score

Governance (G)

G Score

n.a.

Sustainable building practices including Green building certificate 

credentials

Data security

Shift in market preferences

Sector-Specific Issues

Portfolio's exposure to climate change-related risk including flooding 

Reference

Impact of labor negotiations and employee (dis)satisfaction

n.a.

Quality and timing of financial disclosure

n.a.

Property Portfolio; Rental Income Risk Profile; 

Profitability; Financial Structure; Financial Flexibility

Rental Income Risk Profile; Profitability; Financial 

Flexibility
3

1

issues

issues

issues

issues

issues

key driver

driver

potential driver

not a rating driver

0

0

7

2

5

Highly relevant, a key rating driver that has a significant impact on the rating on an 

individual basis. Equivalent to "higher" relative importance within Navigator.

Relevant to rating, not a key rating driver but has an impact on the rating in 

combination with other factors. Equivalent to "moderate" relative importance within 

Navigator.

Minimally relevant to rating, either very low impact or actively managed in a way 

that results in no impact on the entity rating. Equivalent to "lower" relative 

importance within Navigator.

Irrelevant to the entity rating and irrelevant to the sector.

5

General Issues G Scale

Management Strategy 3 5Strategy development and implementation

ReferenceSector-Specific Issues

1

Governance Structure 3 4

3

2

How relevant are E, S and G issues to the overall credit rating?

5

Management and Corporate Governance

Management and Corporate Governance

Financial Transparency 3 2 Irrelevant to the entity rating but relevant to the sector.

4

n.a.

Property Portfolio; Rental Income Risk Profile; 

Profitability; Financial Structure; Financial Flexibility

Human Rights, Community Relations, Access 

& Affordability
1

Employee Wellbeing 1

Exposure to Social Impacts

Group Structure 3 3

Management and Corporate Governance

Management and Corporate Governance

Board independence and effectiveness; ownership concentration

Complexity, transparency and related-party transactions

3

CREDIT-RELEVANT ESG SCALE

How to Read This Page

ESG scores range from 1 to 5 based on a 15-level color gradation. Red (5) is

most relevant and green (1) is least relevant. 

The Environmental (E), Social (S) and Governance (G) tables break out the

individual components of the scale. The right-hand box shows the aggregate E, S,

or G score. General Issues are relevant across all markets with Sector-Specific

Issues unique to a particular industry group. Scores are assigned to each sector-

specific issue. These scores signify the credit-relevance of the sector-specific

issues to the issuing entity's overall credit rating. The Reference box highlights the 

factor(s) within which the corresponding ESG issues are captured in Fitch's

credit analysis.

The Credit-Relevant ESG Derivation table shows the overall ESG score. This

score signifies the credit relevance of combined E, S and G issues to the entity's

credit rating. The three columns to the left of the overall ESG score summarize

the issuing entity's sub-component ESG scores. The box on the far left identifies

the some of the main ESG issues that are drivers or potential drivers of the

issuing entity's credit rating (corresponding with scores of 3, 4 or 5) and provides

a brief explanation for the score.  

Classification of ESG issues has been developed from Fitch's sector ratings

criteria. The General Issues and Sector-Specific Issues draw on the

classification standards published by the United Nations Principles for

Responsible Investing (PRI) and the Sustainability Accounting Standards Board

(SASB).

2

1

Customer Welfare - Fair Messaging, Privacy & 

Data Security
2

GHG Emissions & Air Quality

Water & Wastewater Management

Heimstaden Bostad AB has exposure to extreme weather events but this has very low impact on the rating. 

S Scale

General Issues

n.a.

n.a.

n.a.

Property Portfolio; Profitability; Financial Structure; 

Financial Flexibility

2

1

1

5

4

n.a.

Labor Relations & Practices 2

Energy Management

Rental Income Risk Profile; Profitability; Financial 

Structure; Financial Flexibility

n.a.

General Issues

Waste & Hazardous Materials Management; 

Ecological Impacts

Exposure to Environmental Impacts

4

Overall ESG Scale

3

3

1

E ScaleReferenceSector-Specific Issues

n.a. 4

3

5

1

Heimstaden Bostad AB has exposure to shifting consumer preferences but this has very low impact on the rating. 

1

Heimstaden Bostad AB



3

2

Governance is minimally relevant to the rating and is not currently a driver.

Heimstaden Bostad AB has exposure to unsustainable building practices risk but this has very low impact on the rating. 

Heimstaden Bostad AB has 7 ESG potential rating drivers
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Operating Environment Management and Corporate Governance

aa+ aa a- bbb

aa aa bbb+ bbb

aa bbb bbb

b- bbb- bbb

ccc+ bb+

Property Portfolio Rental Income Risk Profile

aa- a a+ a

a+ a a bbb

a a a- bbb

a- a bbb+ a

bbb+ a bbb

Liability Profile Access to Capital

a+ bbb bbb bb

a a bbb- bb

a- bb+ a

bbb+ bb

bbb bb-

Profitability Financial Structure

bbb bb bbb bb

bbb- bbb bbb-

bb+ bb+ bbb

bb bb ccc

bb- bb-

Financial Flexibility Credit-Relevant ESG Derivation

For further details on Credit-Relevant ESG scoring, see page 3.

Loan-To-Value

Managing Balance Sheet Through the 

Cycle

FFO Dividend Cover

Debt Maturity Profile

Development Exposure

Asset Quality

Financial Access

Economic Environment









Liquidity Coverage a

bbb Less conservative policy but generally applied consistently.

1.25xbb+

FX Exposure bbb Some FX exposure on profitability and/or debt/cash flow match. Effective hedging.

Recurring Income EBITDA Interest 

Cover
ccc

Portfolio Liquidity and Ability to 

Leverage Assets

Investment Granularity

Fixed/Floating Interest Rate Liability 

Profile

Very strong combination of countries where economic value is created and where assets are 

located. 

Very strong combination of issuer specific-funding characteristics and the strength of the 

relevant local financial market.
Governance Structure

Management Strategy

Systemic Governance

Tenant Concentration and Tenant 

Credit

Lease Expiry Schedule

Sources of Capital

Small unencumbered pool with some adverse selection.Unencumbered Asset Pool

Systemic governance (eg rule of law, corruption, government effectiveness) of the issuer’s 

country of incorporation consistent with 'aa'.

Average debt tenor between five to seven years. No year represents more than 20% of total 

debt.

Committed development cost to complete of 5% of investment properties for average risk 

projects.

Mainly prime and good secondary. Lowest-yielding asset class.

Fixed or hedged debt above 75% of total debt. Evidence of consistent policy through the cycle.

Portfolio values change less than 30% peak to trough with a track record of recovery

1.0x

Asset Class Volatility 

Geographic Strategy
Track record of benefiting from geographic diversification. Exposure to at least four markets 

displaying different economic and business cycles with appropriate scale.

Overall ESG

Heimstaden AB has 1 ESG rating driver and 6 ESG potential rating driversFinancial Discipline

b+

issues

driver
bb

bb-

bbb-

Absolute Scale

issues

issues

4

3

not a 

rating 

driver

5

2issues

issues

0

1

6

2

5

potential 

driver

Unencumbered Asset Cover

Net Debt/Recurring Operating EBITDA





Good institutional appetite (buyers/sellers/lenders) in best markets, indicating liquidity and 

ability to leverage assets.

Very high portfolio granularity. Top 10 assets comprise less than 20% of net rental income or 

value.

Group Structure 

Financial Transparency

Lease Duration, Renewal and NOI 

Volatility 

Limited occupancy volatility through cycles. Occupancy consistently above 95%. Track record of limited 

tenant defaults.

Lease duration (or average tenure for residential) of five to eight years with most renewed, sustained net 

rental income growth and/or average volatility.

Strategy may include opportunistic elements but soundly implemented.

Good CG track record but effectiveness/independence of board less obvious. No evidence of abuse of 

power even with ownership concentration.

Some group complexity leading to somewhat less transparent accounting statements. No significant 

related-party transactions.

Good quality reporting without significant failing. Consistent with the average of listed companies in major 

exchanges.

Occupancy

key driver

Board independence and effectiveness; ownership concentration

Sustainable building practices including Green building certificate credentials

Portfolio's exposure to climate change-related risk including flooding 

Shift in market preferences

Strategy development and implementation

Complexity, transparency and related-party transactions

1.0x or lower.

1
Showing top 6 issues

How to Read This Page: The left column shows the three-notch band assessment for the overall Factor, illustrated by a bar. The right

column breaks down the Factor into Sub-Factors, with a description appropriate for each Sub-Factor and its corresponding category. 

60%

n.a.

Maintenance of a suitable LTV taking asset volatility into account.

>11.0x

Smoothed lease maturity profile with no large lease expiries in the near term.

Top 10 tenants comprise less than 15% of annual base rent revenue; below-average tenant credit risk.

Limited access to some of the following markets: equity, unsecured bonds/bank debt, secured debt, and 

joint ventures.

Rent-yielding property assets of at least EUR5bn.
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Credit-Relevant ESG Derivation

Environmental (E)

E Score

Social (S)

S Score

Governance (G)

G Score

n.a.

Sustainable building practices including Green building certificate 

credentials

Data security

Shift in market preferences

Sector-Specific Issues

Portfolio's exposure to climate change-related risk including flooding 

Reference

Impact of labor negotiations and employee (dis)satisfaction

n.a.

Quality and timing of financial disclosure

n.a.

Property Portfolio; Rental Income Risk Profile; 

Profitability; Financial Structure; Financial Flexibility

Rental Income Risk Profile; Profitability; Financial 

Flexibility
3

1

issues

issues

issues

issues

issues

key driver

driver

potential driver

not a rating driver

0

1

6

2

5

Highly relevant, a key rating driver that has a significant impact on the rating on an 

individual basis. Equivalent to "higher" relative importance within Navigator.

Relevant to rating, not a key rating driver but has an impact on the rating in 

combination with other factors. Equivalent to "moderate" relative importance within 

Navigator.

Minimally relevant to rating, either very low impact or actively managed in a way that 

results in no impact on the entity rating. Equivalent to "lower" relative importance 

within Navigator.

Irrelevant to the entity rating and irrelevant to the sector.

5

General Issues G Scale

Management Strategy 3 5Strategy development and implementation

ReferenceSector-Specific Issues

1

Governance Structure 4 4

3

2

How relevant are E, S and G issues to the overall credit rating?

5

Management and Corporate Governance

Management and Corporate Governance

Financial Transparency 3 2 Irrelevant to the entity rating but relevant to the sector.

4

n.a.

Property Portfolio; Rental Income Risk Profile; 

Profitability; Financial Structure; Financial Flexibility

Human Rights, Community Relations, Access 

& Affordability
1

Employee Wellbeing 1

Exposure to Social Impacts

Group Structure 3 3

Management and Corporate Governance

Management and Corporate Governance

Board independence and effectiveness; ownership concentration

Complexity, transparency and related-party transactions

3

CREDIT-RELEVANT ESG SCALE

How to Read This Page

ESG scores range from 1 to 5 based on a 15-level color gradation. Red (5) is most

relevant and green (1) is least relevant. 

The Environmental (E), Social (S) and Governance (G) tables break out the

individual components of the scale. The right-hand box shows the aggregate E, S,

or G score. General Issues are relevant across all markets with Sector-Specific

Issues unique to a particular industry group. Scores are assigned to each sector-

specific issue. These scores signify the credit-relevance of the sector-specific

issues to the issuing entity's overall credit rating. The Reference box highlights the

factor(s) within which the corresponding ESG issues are captured in Fitch's credit

analysis.

The Credit-Relevant ESG Derivation table shows the overall ESG score. This

score signifies the credit relevance of combined E, S and G issues to the entity's

credit rating. The three columns to the left of the overall ESG score summarize the

issuing entity's sub-component ESG scores. The box on the far left identifies the

some of the main ESG issues that are drivers or potential drivers of the issuing

entity's credit rating (corresponding with scores of 3, 4 or 5) and provides a brief

explanation for the score.  

Classification of ESG issues has been developed from Fitch's sector ratings

criteria. The General Issues and Sector-Specific Issues draw on the classification

standards published by the United Nations Principles for Responsible Investing

(PRI) and the Sustainability Accounting Standards Board (SASB).

2

1

Customer Welfare - Fair Messaging, Privacy & 

Data Security
2

GHG Emissions & Air Quality

Water & Wastewater Management

Heimstaden AB has exposure to unsustainable building practices risk but this has very low impact on the rating. 

S Scale

General Issues

n.a.

n.a.

Showing top 6 issues

n.a.

Property Portfolio; Profitability; Financial Structure; 

Financial Flexibility

2

1

1

5

4

n.a.

Labor Relations & Practices 2

Energy Management

Rental Income Risk Profile; Profitability; Financial 

Structure; Financial Flexibility

n.a.

General Issues

Waste & Hazardous Materials Management; 

Ecological Impacts

Exposure to Environmental Impacts

4

Overall ESG Scale

3

3

1

E ScaleReferenceSector-Specific Issues

n.a. 4

3

5

1

Heimstaden AB has exposure to extreme weather events but this has very low impact on the rating. 

1

3

2

Heimstaden AB has exposure to shifting consumer preferences but this has very low impact on the rating. 

Heimstaden AB has exposure to strategic risk but this has very low impact on the rating. 

Heimstaden AB has exposure to board independence risk which, in combination with other factors, impacts the rating.

Heimstaden AB has 1 ESG rating driver and 6 ESG potential rating drivers











Heimstaden AB has exposure to group transparency risk but this has very low impact on the rating. 
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Simplified Group Structure Diagram 

 

Source: Fitch Ratings, Fitch Solutions, Heimstaden Bostad, Heimstaden AB, as of end-2020  

 

 

  

Heimstaden AB
BB+/Stable

Cash SEK3.3bn
Debt SEK4.3bn

Hybrids SEK4.5bn
Preferred shares SEK0.8bn

Fredensborg AS

Institutional Investors

Including Alecta, Folksam, Ericsson, 
Sandvik and Pensionsmydigheten

Heimstaden Bostad AB
BBB/Stable

EBITDA SEK3.4bn
Investment prop SEK145.5bn

Cash SEK7.6bn
Unsecured debt SEK24.5bn

Hybrids SEK13.0bn

Shareholder agreement

Heimstaden Bostad Treasury B.V.

Debt SEK7.1bn

Holdco per country with secured debt 
at subsidiary propco(s) or at holdco 

per country

Secured debt SEK38.8bn

Investment 
management

agreement

98%

51% 49%

Guarantee
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Peer Financial Summary 
 

Company 

Issuer 
Default 
Rating 

Financial 
statement 
date 

Gross 
revenue 
(EURm) 

Operating 
EBITDA 

margin (%) 

Operating 
EBITDA 

before 
income 

from 
associates 

(EURm) 

Operating  
EBITDA/ 

interest  
paid (x) 

Total net 
debt with 

equity 
credit/ 

operating 
EBITDA (x) 

Heimstaden 
Bostad AB 

BBB  

  2021Fa 1,057 61.3 647 3.0 24.8 

  2020 661 50.5 336 3.1 20.4 

  2019 409 52.6 215 2.2 27.0 

  2018 319 49.9 159 2.9 24.4 

Heimstaden ABb BB+  

  2021F a  n.m. n.m. 55-60 1.1 25.6 

Akelius 
Residential 
Property AB 

BBB  

  2020 380 59.5 226 2.0 23.4 

  2019 399 55.9 223 1.7 22.4 

  2018 373 62.5 233 1.7 26.0 

Grainger plc BBB-  

 BBB- 2020 250 53.9 135 3.2 9.2 

  2019 257 47.5 122 2.9 10.2 

  2018 313 39.9 125 3.6 7.8 

Annington Limited BBB  

 BBB 2020 228 91.1 208 1.7 18.3 

 BBB 2019 223 91.6 204 1.7 18.1 

 BBB 2018 219 89.2 195 1.4 19.0 

Peach Property 
Group AG 

BB-  

 BB- 2020 51 41.5 21 1.0 57.2 

 B+ 2019 35 30.8 11 1.0 64.2 

  2018 26 36.5 9 1.2 47.9 

a Pro forma. b See Financial Profile above for details. 
Source: Fitch Ratings, Fitch Solutions 

 

  



 
 

Heimstaden Bostad AB, Heimstaden AB 
Rating Report  │  5 October 2021 fitchratings.com 22 

 

  

 
Corporates 

Property/Real Estate 
Sweden 

  

Fitch Adjusted Financials 

 

 

 

 

Fitch Adjustments and Reconciliation Table for Heimstaden Bostad AB

(SEKm)

Notes and 

Formulas

Reported 

Values

Sum of 

Adjustments

Fair Value and 

Other Debt 

Adjustments

Preferred Dividends, 

Associates and 

Minorities Cash 

Adjustments

Other 

Adjustments

Adjusted 

Values

31 December 2020

Income Statement Summary

Revenue 6,721 6,721

Operating EBITDAR 3,557 -163 -163 3,394

Operating EBITDAR After Associates and Minorities (a) 3,557 -163 -163 3,394

Operating Lease Expense (b) 0 0

Operating EBITDA (c) 3,557 -163 -163 3,394

Operating EBITDA After Associates and Minorities (d) = (a-b) 3,557 -163 -163 3,394

Operating EBIT (e) 3,557 -163 -163 3,394

Debt and Cash Summary

Total Debt with Equity Credit (f) 76,911 1,004 -1,004 76,911

Lease-Equivalent Debt (g) 0 0

Other Off-Balance-Sheet Debt (h) 0 0

Total Adjusted Debt with Equity Credit (i) = (f+g+h) 76,911 1,004 -1,004 76,911

Readily Available Cash and Equivalents (j) 7,636 7,636

Not Readily Available Cash and Equivalents 0 0

Cash Flow Summary

Operating EBITDA After Associates and Minorities (d) = (a-b) 3,557 -163 -163 3,394

Preferred Dividends (Paid) (k) -1,828 1,828 1,828 0

Interest Received (l) 180 180

Interest (Paid) (m) -1,241 163 163 -1,078

Cash Tax (Paid) -320 -320

Other Items Before FFO -252 -146 -146 -398

Funds from Operations (FFO) (n) 96 1,682 1,828 -146 1,778

Change in Working Capital (Fitch-Defined) -304 -304

Cash Flow from Operations (CFO) (o) -208 1,682 1,828 -146 1,474

Non-Operating/Nonrecurring Cash Flow 0 0

Capital (Expenditures) (p) -2,985 -2,985

Common Dividends (Paid) 0 -1,828 -1,828 -1,828

Free Cash Flow (FCF) -3,193 -146 1,828 -1,974 -3,339

Gross Leverage (x)

Total Adjusted Debt/Operating EBITDARa 
(i/a) 21.6 22.7 

FFO Adjusted Leverage (i/(n-m-l-k+b)) 25.8 28.7 

FFO Leverage (i-g)/(n-m-l-k) 25.8 28.7 

Total Debt with Equity Credit/Operating EBITDAa
(i-g)/d 21.6 22.7 

(CFO-Capex)/Total Debt with Equity Credit (%) (o+p)/(i-g) -4.2% -2.0%

Net Leverage (x)

Total Adjusted Net Debt/Operating EBITDARa 
(i-j)/a 19.5 20.4 

FFO Adjusted Net Leverage (i-j)/(n-m-l-k+b) 23.2 25.9 

FFO Net Leverage (i-g-j)/(n-m-l-k) 23.2 25.9 

Total Net Debt with Equity Credit/Operating EBITDAa
(i-g-j)/d 19.5 20.4 

(CFO-Capex)/Total Net Debt with Equity Credit (%) (o+p)/(i-g-j) -4.6% -2.2%

Coverage (x)

Operating EBITDA/(Interest Paid + Lease Expense)a
a/(-m+b) 2.9 3.1 

Operating EBITDA/Interest Paida
d/(-m) 2.9 3.1 

FFO Fixed-Charge Coverage (n-l-m-k+b)/(-m-k+b) 1.0 2.5 

FFO Interest Coverage (n-l-m-k)/(-m-k) 1.0 2.5 

aEBITDA/R after dividends to  associates and minorities. 

Source: Fitch Ratings, Fitch Solutions, Heimstaden Bostad AB
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The ratings above were solicited and assigned or maintained at the request of the rated 
entity/issuer or a related third party. Any exceptions follow below. 
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