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- Akelius intends to issue unsecured subordinated hybrid notes of benchmark size.

- We are assigning our 'BB+' issue rating to the proposed notes.

- The issue rating on the proposed notes is two notches below the 'BBB' long-term issuer credit
rating on Akelius, reflecting our view of the notes' subordination and interest deferability.

STOCKHOLM (S&P Global Ratings) Jan. 31, 2020--S&P Global Ratings today assigned its 'BB+'
issue rating to the proposed unsecured subordinated hybrid notes to be issued by Akelius
Residential Property AB (BBB/Stable/A-2).

The completion and size of the transaction will be subject to market conditions, but we anticipate
it will be about €500 million. Akelius plans to use the proceeds to to repay senior debt and for
potential future acquisitions.

The proposed hybrid notes have a non-call period from issuance of at least 5 years. The notes are
callable thereafter, and are optionally deferrable and subordinated.

We consider that the proposed hybrid notes will meet our criteria to receive intermediate equity
content until the first reset date. In line with our hybrid criteria, in our calculation of Akelius's
credit ratios we will treat 50% of the principal outstanding under the hybrids as debt rather than
equity, and will treat 50% of the related payments on these notes as equivalent to interest
expense.

We estimate that, post the transaction, the company's hybrid capitalization rate will be about
10%, thus below our threshold of 15%.

We arrive at our 'BB+' issue rating on the proposed notes by deducting two notches from our 'BBB'
issuer credit rating on Akelius. Under our methodology:

- We deduct one notch for the subordination of the proposed notes, because the issuer credit
rating on Akelius is investment grade (that is, 'BBB-' or above); and

- We deduct an additional notch for payment flexibility to reflect that the deferral of interest is
optional.

The notching reflects our view that there is a relatively low likelihood that the issuer will defer
interest. Should our view change, we may increase the number of notches we deduct to derive the
issue rating.
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Related Criteria

- General Criteria: Hybrid Capital: Methodology And Assumptions, July 1, 2019

- General Criteria: Group Rating Methodology, July 1, 2019

- Criteria | Corporates | General: Corporate Methodology: Ratios And Adjustments, April 1, 2019

- Criteria | Corporates | Industrials: Key Credit Factors For The Real Estate Industry, Feb. 26, 2018

- General Criteria: Methodology For Linking Long-Term And Short-Term Ratings, April 7, 2017

- Criteria | Corporates | General: Methodology And Assumptions: Liquidity Descriptors For Global
Corporate Issuers, Dec. 16, 2014

- Criteria | Corporates | General: The Treatment Of Non-Common Equity Financing In
Nonfinancial Corporate Entities, April 29, 2014

- Criteria | Corporates | General: Corporate Methodology, Nov. 19, 2013

- General Criteria: Country Risk Assessment Methodology And Assumptions, Nov. 19, 2013

- General Criteria: Methodology: Industry Risk, Nov. 19, 2013

- General Criteria: Methodology: Management And Governance Credit Factors For Corporate
Entities, Nov. 13, 2012

- General Criteria: Use Of CreditWatch And Outlooks, Sept. 14, 2009

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further information. A description of each of
S&P Global Ratings' rating categories is contained in "S&P Global Ratings Definitions" at
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceId/504352 Complete ratings
information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating
action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search
box located in the left column. Alternatively, call one of the following S&P Global Ratings numbers: Client Support
Europe (44) 20-7176-7176; London Press Office (44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49)
69-33-999-225; Stockholm (46) 8-440-5914; or Moscow 7 (495) 783-4009.
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