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Hufvudstaden
Great financing candidate

• Below consensus into the numbers

• High operational risk and low-yielding assets

• SELL Hufvudstaden and HOLD Fabege

Poor risk/reward into the numbers
For Q3'24, we forecast net operating income (NOI) of SEK 359m and EBIT
before value changes of SEK 379m, corresponding to growth of 1% and
3% y-o-y, respectively. Looking at Infront consensus, we are 3% below
on NOI and 2% below on “EBIT before value changes”. Thus, we argue
the risk/reward is poor into the numbers. We raise our top-line estimates
somewhat, while lower interest rate expectations affect '26e positively.

Actual running NOI yield of only 3%
With the 5-year swap at ~2% and a margin/spread of ~100bps, total
lending costs end up at ~3%. Meanwhile, the actual running NOI yield on
the property portfolio is just 3% (~3.0% TTM and ~3.1% NTM). Thus, the
annual cash return to equity/NAV is ~3% at the current leverage of ~21%.
Even if we include a 2% (inflation target) appreciation over time, as well as
zero capex, the normalised return on equity would be just above 5% due
to low leverage and limited project gain contributions.

Historically high spread vs. key peer
Hufvudstaden is trading at a 2025e P/CEPS multiple of 30x, corresponding
to a premium of >50% versus the sector average of 20x. In our view, the
valuation multiple is too high relative to the normalised return discussed
above. Moreover, HUFV has traded at a discount to key peer Fabege
over time, with an average NAV spread of -2% since 2004; that figure
is currently around +10%. The same goes for P/CEPS where HUFV is
trading at a premium to its ten-year average while Fabege is 25% below.
We think the spread is too high, especially given that Fabege's leverage
is well below its ten-year average. In essence, we argue the HUFV share
is a great financing candidate at these levels. We downgrade our rating to
SELL (Hold), TP raised to SEK 130 (125) on a lower risk premium.

Reasons:
Recommendation change
Preview of results
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Estimate changes (%)

  2024e 2025e 2026e
Sales  0.8 1.1 1.1
NOI  0.9 1.0 1.0
CEPS  -2.7 0.2 4.6
EPRA NRV per
share

 1.7 1.6 1.7

Source: ABG Sundal Collier

HUFV.A-SE/HUFVA SS
Share price (SEK) 27/9/2024 139.00
Target price (125.0) 130.0

MCap (SEKm) 28,217

MCap (EURm) 2,499

No. of shares (m) 203.0

Free float (%) 51.3

Av. daily volume (k) 135
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HUFV.A-SE OMX Stockholm All Share Index

2024e 2025e 2026e

P/CEPS 31.8 30.3 27.5
P/EPRA NRV 0.76 0.73 0.69
Implicit yield (%) 3.0 3.0 3.2
Dividend yield (%) 2.0 2.0 2.0
Net LTV (%) 20.24 20.44 19.71

Analyst(s): markus.henriksson@abgsc.se, +46 8 566 286 21
fredrik.stensved@abgsc.se, +46 8 566 294 08

SEKm 2022 2023 2024e 2025e 2026e

Sales 1,855 2,033 2,108 2,146 2,272
NOI 1,235 1,359 1,407 1,439 1,538
NOI margin (%) 66.6 66.9 66.7 67.0 67.7
CEPS 4.46 4.73 4.37 4.59 5.06
DPS 2.70 2.70 2.80 2.80 2.80
EPRA NRVPS 200.27 184.69 183.55 190.28 200.07
EPS 3.57 -9.53 1.72 8.02 10.78
Rental growth 4.00 9.61 3.67 1.81 5.90
CEPS growth -1.18 5.91 -7.58 5.04 10.19

Source: ABG Sundal Collier, Company Data

Research analysts who prepared this report are not registered and qualified as research analysts with FINRA and are not associated
persons of ABG Sundal Collier Inc. and therefore not subject to the research analyst conflict rules. This report is not a product of ABG
Sundal Collier Inc. Disclaimers, disclosures and analyst certifications are located on pages 6-8 of this report.
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 Company description
Hufvudstaden was founded in 1915 and owns office and retail
properties in prime locations in Stockholm (~80% of property
values) and Gothenburg (~20% of property values). The
leasable area is close to 400,000 sqm and the property value
is around SEK 50bn. The main owner is Fredrik Lundberg. The
loan-to-value is below 20% and the financial leverage is the
lowest among Swedish real estate companies.

Sustainability information

Risks
The main risk for a real estate company is the macro
development on the markets where they operate.
Hufvudstaden operates in the prime segment, which in the
past has been the most volatile part of the Swedish rental
market. Property values in its markets are very high compared
to construction costs, which creates a risk for increased
supply. A continued trend with more efficient offices would
reduce the demand if the number of employees does not
continue to increase.
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 Quarterly estimates

Source: ABG Sundal Collier, Company data
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 Income Statement (SEKm) 2017 2018 2019 2020 2021 2022 2023 2024e 2025e 2026e
Rental income 1,751 1,797 1,896 1,768 1,784 1,855 2,033 2,108 2,146 2,272
Other income 0 0 0 0 0 0 0 0 0 0
Operating costs -489 -495 -524 -531 -562 -620 -674 -701 -707 -735
NOI 1,262 1,302 1,373 1,237 1,221 1,235 1,359 1,407 1,439 1,538
NOI margin (%) 72.1 72.4 72.4 70.0 68.5 66.6 66.9 66.7 67.0 67.7
Adm. costs -41 -44 -49 -47 -58 -56 -53 -55 -56 -56
All other income & costs 39 35 32 3 123 119 110 120 130 197
Recurring EBIT 1,220 1,258 1,324 1,190 1,163 1,179 1,306 1,352 1,383 1,481
Net financial items -136 -121 -119 -132 -139 -185 -279 -344 -351 -344
Income from property management 1,085 1,138 1,205 1,058 1,024 994 1,027 1,008 1,032 1,137
Value chg. realized 0 0 0 0 0 0 0 0 0 0
Value chg. unrealized 2,848 3,621 2,727 -2,930 2,579 -209 -4,042 -681 879 1,395
Value chg. derivatives 62 27 4 0 0 0 0 -6 0 0
Pretax profit 3,895 4,820 3,968 -1,833 3,726 904 -2,535 441 2,041 2,729
Deferred tax -709 -338 -679 471 -661 -91 678 32 -315 -434
Current tax -151 -162 -142 -99 -110 -91 -70 -124 -103 -114
Net profit 3,035 4,320 3,146 -1,462 2,955 722 -1,927 349 1,622 2,181
Minority interest 0 0 0 0 0 0 0 0 0 0
Div. Pref/D-shares and hybrids 0 0 0 0 0 0 0 0 0 0
Net profit to shareholders 3,035 4,320 3,146 -1,462 2,955 722 -1,927 349 1,622 2,181
Cash earnings 934 976 1,063 959 914 903 957 884 929 1,023
Other related information - - - - - - - - - -
Tax Rate (%) 22.1 10.4 20.7 20.3 20.7 20.2 24.0 20.8 20.5 20.1
Investments in developments -584 -738 -865 -886 -574 -966 -1,238 -992 -960 -672
Acquisitions 0 0 0 0 0 0 0 0 0 0
Other investments -4 -18 -63 -63 -55 -52 -63 -7 0 0
Divestments 0 0 0 0 0 0 0 0 0 0
EPS 14.71 20.94 15.25 -7.12 14.61 3.57 -9.53 1.72 8.02 10.78
CEPS 4.53 4.73 5.15 4.67 4.52 4.46 4.73 4.37 4.59 5.06
Dividend per share 3.60 3.70 3.90 2.50 2.60 2.70 2.70 2.80 2.80 2.80
Payout ratio of CEPS 79.51 78.23 75.70 53.50 57.54 60.47 57.10 64.06 60.99 55.35
Rental growth 2.79 2.66 5.53 -6.78 0.88 4.00 9.61 3.67 1.81 5.90
NOI growth 2.93 3.19 5.46 -9.87 -1.32 1.11 10.11 3.48 2.28 6.87
CEPS growth -0.21 4.47 8.93 -9.30 -3.30 -1.18 5.91 -7.58 5.04 10.19
Source: ABG Sundal Collier, Company Data

Balance Sheet (SEKm) 2017 2018 2019 2020 2021 2022 2023 2024e 2025e 2026e
Properties 39,730 44,089 47,681 45,637 48,790 49,547 46,743 47,054 48,893 50,959
Goodwill 0 0 0 0 0 0 0 0 0 0
Deferred tax asset 0 0 0 0 0 0 0 0 0 0
Ass. companies and JVs 0 0 0 0 0 0 0 0 0 0
Financial assets 0 0 0 0 0 0 0 0 0 0
Other assets 170 216 955 977 1,127 1,236 1,318 1,382 1,391 1,435
Cash and liquid assets 395 1,071 1,706 784 1,182 453 382 1,893 1,773 1,762
Total assets 40,295 45,375 50,342 47,397 51,099 51,235 48,444 50,329 52,057 54,157
Shareholders equity 25,402 29,000 31,383 28,617 31,066 31,262 28,789 28,591 29,638 31,183
Pref. and D shares + minorities 0 0 0 0 0 0 0 0 0 0
Hybrids 0 0 0 0 0 0 0 0 0 0
Deferred tax 7,940 8,293 8,972 8,502 9,162 9,253 8,575 8,543 8,858 9,292
Interest bearing debt 6,200 7,350 8,350 8,650 9,200 9,000 9,400 11,419 11,767 11,806
Other liabilities 753 733 1,637 1,629 1,671 1,720 1,680 1,777 1,794 1,876
Total liabilities and equity 40,295 45,375 50,342 47,397 51,099 51,235 48,444 50,329 52,057 54,157
Source: ABG Sundal Collier, Company Data

Other balance sheet related
infor. (SEKm)

2017 2018 2019 2020 2021 2022 2023 2024e 2025e 2026e

Net IB debt 5,805 6,279 6,644 7,866 8,018 8,547 9,018 9,526 9,994 10,044
Rental area m2 (000) 385 385 384 387 387 387 391 391 391 423
Equity ratio (%) 63 64 62 60 61 61 59 57 57 58
Net loan to value 14.61 14.24 13.93 17.24 16.43 17.25 19.29 20.24 20.44 19.71
ICR real estate 8.99 10.44 11.15 9.04 8.37 6.39 4.68 3.93 3.94 4.30
BVPS 123.15 140.59 152.15 139.44 153.56 154.53 142.30 141.33 146.50 154.14
EPRA NRV per share 161.92 180.82 195.65 183.47 198.85 200.27 184.69 183.55 190.28 200.07
Source: ABG Sundal Collier, Company Data

Valuation (SEKm) 2017 2018 2019 2020 2021 2022 2023 2024e 2025e 2026e
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 Valuation (SEKm) 2017 2018 2019 2020 2021 2022 2023 2024e 2025e 2026e
Shares outstanding adj. 206 206 206 202 202 202 202 202 202 202
Share price 139.00 139.00 139.00 139.00 139.00 139.00 139.00 139.00 139.00 139.00
Market cap. (m) 28,671 28,671 28,671 28,121 28,121 28,121 28,121 28,121 28,121 28,121
P/E (x) 9.4 6.6 9.1 -19.5 9.5 39.0 -14.6 80.6 17.3 12.9
P/CEPS 30.7 29.4 27.0 29.7 30.8 31.1 29.4 31.8 30.3 27.5
Implicit yield (%) 2.9 3.0 3.1 2.7 2.7 2.7 3.0 3.0 3.0 3.2
Yield on BV (%) 3.2 3.0 2.9 2.7 2.5 2.5 2.9 3.0 2.9 3.0
Dividend yield (%) 2.6 2.7 2.8 1.8 1.9 1.9 1.9 2.0 2.0 2.0
P/EPRA NRV 0.86 0.77 0.71 0.76 0.70 0.69 0.75 0.76 0.73 0.69
P/BVPS (x) 1.13 0.99 0.91 1.00 0.91 0.90 0.98 0.98 0.95 0.90
EV/NOI (x) 22.73 22.02 20.88 22.73 23.03 22.78 20.69 19.99 19.55 18.29
Source: ABG Sundal Collier, Company Data
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 Analyst Certification
We, ABGSC Construct. & Real Estate Research, Markus Henriksson and Fredrik Stensved, analyst(s) with ABG Sundal Collier
ASA , ABG Sundal Collier Denmark, filial af ABG Sundal Collier ASA, Norge, ABG Sundal Collier AB and/or ABG Sundal
Collier Limited (hereinafter collectively referred to as “ABG Sundal Collier”), and the author(s) of this report, certify that not
withstanding the existence of any such potential conflicts of interests referred to below, the views expressed in this report
accurately reflect my/our personal view about the companies and securities covered in this report. I/We further certify that I/We
has/have not been, nor am/are or will be, receiving direct or indirect compensation related to the specific recommendations or
views contained in this report.

This report is produced by ABG Sundal Collier, which may cover companies either in accordance with legal requirements
designed to promote the independence of investment research (“independent research”) or as commissioned research.
Commissioned research is paid for by the subject company. As such, commissioned research is deemed to constitute an
acceptable minor non-monetary benefit (i.e., not investment research) as defined in MiFID II.

Stock ratings distribution
ABG Sundal Collier Ratings and Investment Banking by 9/30/2024

Total of Rating

BUY

HOLD

SELL

Research Coverage

% of

Total Rating

65.85%

30.05%

3.55%

Investment Banking Clients (IBC)

% of

Total IBC

18%

4%

0%

% of

Total Rating by Type

7.47%

3.64%

0.00%

IBC: Companies in respect of which ABG SC or an affiliate has received compensation for investment banking services within the past 12 months.

Analyst stock ratings definitions
BUY = We expect this stock’s total return to exceed the market’s expected total return by 5% or more over the next six months.

HOLD = We expect this stock’s total return to be in line with the market’s expected total return within a range of 4% over the
next six months.

SELL = We expect this stock’s total return to underperform the market’s expected total return by 5% or more over the next six
months.

Analyst valuation methods
When setting the individual ratings for investment research (“independent research”), ABG Sundal Collier assumes that a
normal total absolute return (including dividends) for the market is 8% per annum, or 4% on a 6-month basis. Therefore, when
we rate a stock a BUY, we expect an absolute return of 9% or better over six months. Volatility and low trading volumes mean
that we have a wider range for expected returns on small cap stocks than for large caps.

ABG Sundal Collier’s analysts publish price targets for independent research and may publish valuation ranges for
commissioned research. These price targets or valuation ranges rely on various valuation methods. One of the most frequently
used methods is the valuation of a company by calculation of that company’s discounted cash flow (DCF). Another valuation
method is the analysis of a company’s return on capital employed relative to its cost of capital. Finally, the analysts may analyse
various valuation multiples (e.g., the P/E multiples and the EV/EBITDA multiples) relative to global industry peers. In special
cases, particularly for property companies and investment companies, the ratio of price to net asset value is considered. Price
targets and valuation ranges are changed when earnings and cash flow forecasts are changed. They may also be changed
when the underlying value of a company’s assets changes (in the cases of investment companies, real estate companies or
insurance companies) or when factors impacting the required rate of return change.

Expected updates

ABGSC has no fixed schedule for updating its research reports. Unless expressly stated otherwise, ABGSC expects (but does
not undertake) to issue updates when considered necessary by the research department, for example following the publication
of new figures or forecasts by a company or in the event of any material news on a company or its industry.
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 Stock price, company ratings and target price history
Company: Hufvudstaden
Date: 27/9/2024

Currency: SEK Current Recommandation: SELL
Current Target price: 130.0
Current Share price: 139.00

Hufvudstaden Rating History as of 09-24-2024
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HOLD:SEK135.00

05/05/22
HOLD:SEK130.00

16/06/22
SELL:SEK110.00

05/10/22
SELL:SEK100.00

20/01/23
SELL:SEK120.00

16/02/23
SELL:SEK125.00

30/03/23
SELL:SEK120.00

26/06/23
SELL:SEK115.00

19/01/24
SELL:SEK120.00

06/03/24
HOLD:SEK120.00

05/04/24
HOLD:SEK125.00

HUFV.A-SE (L Axis) OMXSPI-OMX (R Axis)
Data Source: ABG Sundal Collier, FactSet

Important Company Specific Disclosure
The following disclosures relate to the relationship between ABG Sundal Collier and its affiliates and the companies covered by
ABG Sundal Collier referred to in this research report.

Unless disclosed in this section, neither ABG Sundal Collier nor any of their affiliated or associated companies and their
directors, officers, representatives, and employees have any required regulatory disclosures to make in relation to an ownership
position for the analyst(s) and members of the analyst's household, ownership by ABG Sundal Collier and/or its affiliates,
ownership in ABG Sundal Collier Holding ASA by the company(ies) to whom the recommendation(s) refer(s) to, liquidity
provision/market making agreement, managed or co-managed public offerings, compensation for provision of certain services,
directorship of the analyst, or a member of the analyst's household, or in relation to any contractual obligations to the issuance
of this research report.

ABG Sundal Collier is not aware of any other actual, material conflicts of interest of the analyst or ABG Sundal Collier of which
the analyst knows or has reason to know at the time of the publication of this report.
Production of recommendation: 9/30/2024 05:30.
All prices are as of market close on 27 September, 2024 unless otherwise noted.

For full details of recommendation and target price history for the subject company, please see company page on Research
Web.

For details of recommendations and target prices for ABG Sundal Collier coverage universe, please see coverage page on ABG
Sundal Collier’s Research Web.

Disclaimer
This report has been prepared by ABG Sundal Collier ASA, ABG Sundal Collier Denmark, filial af ABG Sundal Collier ASA, Norge,
ABG Sundal Collier AB and/or ABG Sundal Collier Limited and any of their directors, officers, representatives and employees
(hereinafter collectively referred to as “ABG Sundal Collier”). This report is not a product of any other affiliated or associated
companies of any of the above entities.

This report is provided solely for the information and use of professional investors, who are expected to make their own investment
decisions without undue reliance on this report. The information contained herein does not apply to, and should not be relied upon
by, retail clients. This report is for distribution only under such circumstances as may be permitted by applicable law. Research
reports prepared by ABG Sundal Collier are for information purposes only. The recommendation(s) in this report is (are) has/
have no regard to specific investment objectives and the financial situation or needs of any specific recipient. ABG Sundal Collier
and/or its affiliates accepts no liability whatsoever for any losses arising from any use of this report or its contents. This report
is not to be used or considered as an offer to sell, or a solicitation of an offer to buy. The information herein has been obtained
from, and any opinions herein are based upon, sources believed reliable, but ABG Sundal Collier and/or its affiliates make no
representation as to its accuracy or completeness and it should not be relied upon as such. All opinions and estimates herein
reflect the judgment of ABG Sundal Collier on the date of this report and are subject to change without notice. Past performance
is not indicative of future results.
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 The compensation of our research analysts is determined exclusively by research management and senior management, but not
including investment banking management. Compensation is not based on specific investment banking revenues, however, it is
determined from the profitability of the ABG Sundal Collier group, which includes earnings from investment banking operations
and other business. Investors should assume that ABG Sundal Collier ASA, ABG Sundal Collier Denmark, filial af ABG Sundal
Collier ASA, Norge and/or ABG Sundal Collier AB is seeking or will seek investment banking or other business relationships with
the companies in this report.

The research analyst(s) responsible for the preparation of this report may interact with trading desk and sales personnel and other
departments for the purpose of gathering, synthesizing and interpreting market information. From time to time, ABG Sundal Collier
and/or its affiliates and any shareholders, directors, officers, or employees thereof may (I) have a position in, or otherwise be
interested in, any securities directly or indirectly connected to the subject of this report, or (II) perform investment banking or other
services for, or solicit investment banking or other services from, a company mentioned in this report. ABG Sundal Collier and/or
its affiliates rely on information barriers to control the flow of information contained in one or more areas of ABG Sundal Collier,
into other areas, units, groups or affiliates of ABG Sundal Collier.

Norway: ABG Sundal Collier ASA is regulated by the Financial Supervisory Authority of Norway (Finanstilsynet)

Denmark: ABG Sundal Collier Denmark, filial af ABG Sundal Collier ASA, Norge, is regulated by the Financial Supervisory Authority
of Norway (Finanstilsynet) and the Danish Financial Supervisory Authority (Finanstilsynet)

Sweden: ABG Sundal Collier AB is regulated by the Swedish Financial Supervisory Authority (Finansinspektionen)

UK: This report is a communication made, or approved for communication in the UK, by ABG Sundal Collier Limited, authorised
and regulated by the Financial Conduct Authority in the conduct of its business.

US: This report is being distributed in the United States (U.S.) in accordance with FINRA Rule 1220 by ABG Sundal Collier Inc.,
an SEC registered broker-dealer and a FINRA/SIPC member which accepts responsibility for its content and its compliance with
FINRA Rule 2241. Research reports distributed in the U.S. are intended solely for “major U.S. institutional investors,” and “U.S.
institutional investors” as defined under Rule 15a-6 of the Securities Exchange Act of 1934 and any related interpretive guidance
and no-action letters issued by the Staff of the U.S. Securities and Exchange Commission (“SEC”) collectively (“SEC Rule 15a-6”).
Each major U.S. institutional investor and U.S. institutional investor that receives a copy of this research report, by its acceptance
of such report, represents that it agrees that it will not distribute this research report to any other person. This communication is
only intended for major U.S. institutional investors and U.S. institutional investors. Any person which is not a major U.S. institutional
investor, or a U.S. institutional investor as covered by SEC Rule 15a-6 must not rely on this communication. The delivery of this
research report to any person in the U.S. is not a recommendation to effect any transactions in the securities discussed herein,
or an endorsement of any opinion expressed herein. Any major U.S. institutional investor or U.S. institutional investor receiving
this report which wishes to effect transactions in any securities referred to herein should contact ABG Sundal Collier Inc., not its
affiliates. Further information on the securities referred to herein may be obtained from ABG Sundal Collier Inc., on request.

Singapore: This report is distributed in Singapore by ABG Sundal Collier Pte. Ltd, which is not licensed under the Financial Advisors
Act (Chapter 110 of Singapore). In Singapore, this report may only be distributed to institutional investors as defined in Section
4A(1)(c) of the Securities and Futures Act (Chapter 289 of Singapore) (“SFA”), and should not be circulated to any other person
in Singapore.

Canada: This report is being distributed by ABG Sundal Collier ASA in Canada pursuant to section 8.25 of National Instrument
31-103 or an equivalent provision and has not been tailored to the needs of any specific investor in Canada. The information
contained in this report is not, and under no circumstances is to be construed as, a prospectus, an advertisement, a public offering
or an offer to sell the securities described herein, in Canada or any province or territory thereof. No securities commission or
similar regulatory authority in Canada has reviewed or considered this report, the information contained herein or the merits of
the securities described herein and any representation to the contrary is an offence. Under no circumstances is this report to be
construed as an offer to sell such securities or as a solicitation of an offer to buy such securities in any jurisdiction of Canada.
Any offer or sale of the securities described herein in Canada may only be made in accordance with applicable securities laws
and only by a dealer properly registered under such securities laws, or alternatively, pursuant to an applicable dealer registration
exemption, in the Canadian jurisdiction in which such offer or sale is made.

This report may not be reproduced, distributed, or published by any recipient for any purpose whatsoever without the prior written
express permission of ABG Sundal Collier.

Additional information available upon request. If reference is made in this report to other companies and ABG Sundal
Collier provides research coverage for those companies, details regarding disclosures may be found on our website
www.abgsc.com.

© Copyright 2024 ABG Sundal Collier ASA
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