Summary, SEKm

2019

2019 2018 2019 2018
Apr-Jun  AprJun Jan-Jun Jan-Jun

Rental income 731 623 1,449 1,237
Net operating income 554 469 1,063 908
Profit from property management 375 298 741 572

Profit before tax

1,909 2,879 3,358 5,976

Profit after tax

1,642 2,636 2,790 5,175

Surplus ratio, % 76 75 73 73
Loan-to-value ratio, properties, % 38 39
EPRA NAYV, SEK per share 134 116
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Rental income increased to SEK 1,449m (1,237), primarily
as a result of completed project properties generating reve-
nue and increased rent levels through renegotiations. In an
identical portfolio, income rose by approximately

19 per cent {10).

Net operating income increased to SEK 1,063m (908). In an
identical portfolio, net operating income rose by approxi-
mately 20 per cent {12).

1 The surplus ratio was 73 per cent (73).

Profit from property management rose by 30 per cent to SEK
741m (572).

Realised and unrealised changes in value amounted to SEK
3,122m (5,366) in properties and SEK ~503m (38 in fixed-

income derivatives.
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Profit before tax for the period amounted to SEK 3,358m
(5,976).

Profit after tax for the period amounted to SEK 2,790m (5,175),
corresponding to SEK 8.44 per share (15.64).

Net lettings during the period totalled SEK =87m (123). Net let-
tings in the second quarter totalled SEK 20m Rent levels fromre-
negoliated leases increased by an average of 20 per cent (29).

The equity/assets ratio was 50 per cent (50) and the loan-to-
value ratio 38 per cent (39).

The comparison figures for income and expense items relate to values for
the January-June 2018 period and for balance sheet items at 31
December 2018.
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*QOutcome 2019 refers to the accumulated period Jan-Jun

Christian Hermelin, CEO
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Target 2019: 73%
Longerm target: 75% by 2022
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Target: SEK 2,500m per year over a business

cycle

RETURN ON PROJECTS*
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Target: at least 50% (from 2018).
Outcome Jan-Jun 2019 132%
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Target: at least SEK 80m
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Increased profit from
property management and
persistent value growth

The year began with increased rental income, improved profit from
property management and persistently rising property values, and the
performance in the second quarter confirms this positive trend.

Strong rental market

Stockholm’s rental market remains consistently strong, with high demand and rising rent levels. The termination of
the Swedish Tax Agency’s lease in the first quarter presents us with a challenge in negative net lettings. However, in
the second quarter, net lettings amounted to SEK 20m and I am optimistic ahead of autumn. We are seeing many
new, exciting opportunities and constructive ongoing dialogues in several of our districts.

Stronger cash flow
Project completions and renegotiations contributed to rising rental income, while interest expenses remained at very

low levels. Our profit from property management is growing continually stronger, increasing by an impressive 30 per
cent compared with the previous year. Previous forecasts about rising interest rates have not transpired. Instead,
long-term interest rates have come down further, which has provided a boost to the valuation of property shares on

the stock market.

Transactions confirm ever lower yield requirements
In May, we sold Pelaren 1 at Globen, a newly-produced property, fully let with stable tenants. The transaction

marked a new record low yield level for similar objects in attractive suburb locations. This had a positive effect on the
valuation of several of our properties in the portfolio. Provided we do not see a significant economic downturn, and
while interest rates remain low, properties will continue to stand out as a highly attractive investment. The change in
interest rates we have seen in this latest quarter has yet to impact our valuations, and I expect us to see continued

downward pressure on yield requirements in the coming quarters.

Project investments
Some have expressed a degree of concern that our project portfolio is shrinking, and that we will therefore be unable

to maintain volumes in the long term. I am confident that we will see several new project start-ups during the year.
This is in light of the fact that more scheduled development rights will become available, and that interesting dia-

logues are in progress. Meanwhile, we are working intensively on our vision and brand for our districts. Every day
we learn more about what creates appeal. We are laying the foundations for attractive urban development in all our

submarkets.

Focus on sustainability and more green financing

In the second quarter, we succeeded in setting up a new green framework for financing. The framework not only al-
lows us to issue green bonds, but also green commercial paper. We also have an opportunity to link other loans to
the framework. Fabege believes responsible financing enables us to get on board and encourage the financial market
to move in a sustainable direction, while imposing requirements on ourselves and generating considerable internal
pride. Green financing is based on certification of the property portfolio and demanding energy requirements. We
received a fine acknowledgement for our work on certifying the management portfolio when the property Hiagern
Mindre 7 as one of only four office properties in Sweden received BREEAM in use certification at the excellent level.

Market outlook
This will be my last CEO statement for Fabege. Stefan Dahlbo will take over on September 1. I will remain in post up

until that point. I am convinced that the wonderful journey I've been part of will continue. The market outlook has
not changed since the last quarter. Stockholm is strong and has a long-term growth forecast, which provides excel-
lent prospects for Fabege’s continued growth. Fabege is well-positioned and can offer office space in attractive, mod-
ern and sustainable neighbourhoods in Greater Stockholm, both to the north and to the south. I wish Stefan and all

Fabege’s employees every success for the future.

Christian Hermelin, CEO



Earnings Jan-Jun 2019

The first half of the year was characterised by
increased rental income, improved profit from
property management and continued value growth in
the property poritfolio.

Revenues and earnings

Profit after tax for the period was SEK 2,790m (5,175), corresponding to earnings per
share of SEK 8.44 (15.64). Profit before tax for the period amounted to SEK 3,358m
(5,976). Earnings from property management improved, but lower changes in value
meant that profit before tax fell in comparison with the previous year.

Rental income increased to SEK 1,449m (1,237) and net operating income increased
to SEK 1,063m (908). In an identical portfolio, rental income grew by roughly 19 per
cent (10), of which around 75 per cent related to growth through tenants moving into
completed project properties. The remaining increase was primarily growth due to new
lettings and renegotiated rent levels. Net operating income in an identical portfolio rose
by approximately 20 per cent (12). New accounting policies for ground rent, which is no
longer included in net operating income as of 2019, had a positive impact on the surplus
ratio. As a result of new tax assessment values the property tax rose substantially, as ex-
pected, compared with the previous year. Although the increase is largely covered by the
customers, it had a negative impact on the surplus ratio, which was 73 per cent (73).

In the second quarter, Pelaren 1, Globen, was sold with transfer of ownership
scheduled for 1 July. The transaction generated a profit of SEK 138m, which was recog-
nised as an unrealised change in value in the second quarter. Furthermore, the Lagern 3
property was sold to a co-owned company. The transaction did not generate any real-
ised profit. Realised changes in value therefore totalled SEK 0m (88).

Unrealised changes in value totalled SEK 3,122m (5,278). The unrealised change in
the value of the investment property portfolio of SEK 1,965m (3,561) was mainly at-
tributable to increased rent levels for new lettings and renegotiations and lower yield re-
quirements. The average yield requirement declined to 4.04 per cent (4.13 at year-end).
In addition, unrealised changes in fair value of SEK 138m were recognised relating to
properties sold during the period. The project portfolio contributed to an unrealised
change in value of SEK 1,019m (1,585), primarily due to development gains in the major
project properties.

The share in profit of associated companies was SEK —32m (—40) and mainly re-
lated to a capital contribution to Arenabolaget.

Unrealised changes in value in the derivatives portfolio totalled SEK —503m (38).
Newly subscribed interest rate swaps and lower long-term interest rates led to an in-
crease in the deficit value during the period. Net interest items declined to SEK —233m
(-257). Increased borrowing was offset by lower average interest.

Segment reporting

The Property Management segment generated net operating income of SEK 1,044m
(865), representing a surplus ratio of 75 per cent (75). The occupancy rate was 94 per
cent (95). Earnings from property management totalled SEK 755m (581). Unrealised
changes in the value of properties amounted to SEK 1,965m (3,561).

The Property Development segment generated net operating income of SEK 19m
(43), giving a surplus ratio of 36 per cent (55). Earnings from property management to-
talled SEK —14m (-9). Unrealised changes in the value of properties totalled SEK
1,019m (1,585), corresponding to a yield of 132 per cent on invested capital in the pro-
ject portfolio.

Earnings from transactions totalled SEK 138m (220).

1

The comparison figures for income and expense items relate to values for the January-June 2018 period and for balance sheet items at 31 December 2018.

Quarter 2 in brief

1 Continued healthy demand for office premises

in Stockholm and rising rent levels in all our

submarkets.

T New lettings totalled SEK 46m (155) and net
lettings amounted to SEK 20m (113).
9 The surplus ratio was 76 per cent (75).

1 Earnings from property management totalled

SEK 375m (298).

9 The property portfolio showed unrealised value
growth of SEK 1,798m (2,578), of which pro-
jects accounted for SEK 378m (447).

1 Realised changes in property values totalled

SEK 0m (5).

' Unrealised changes in value in the derivatives
portfolio totalled SEK —265m (-2).
I After-tax profit for the quarter amounted to

SEK 1,642m (2,636).

BUSINESS MODEL CONTRIBUTIONS TO EARNINGS

2019 2018
SEKm Jan-Jun  Jan-Jun
Profit from Property Management activities 755 581
Changes in value (portfolio of investment
properties) 1,965 3,561
Contribution from Property
Manag 2,720 4,142
Profit from Property Management activities -14 9
Changes in value (profit from Property
Development) 1,019 1,585
Contribution from Property
Development 1,005 1,576
Realised changes in value 138 220
Contribution from Transactions 138 220
Total contribution
from the operation 3,863 5,938

0%

Growth in profit/loss

from Property

Management
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Financing

Fabege employs long-term credit facilities subject to fixed terms and conditions. The
company’s creditors mainly comprise the major Nordic banks and investors on the capi-
tal market. The company is striving for a balance between different forms of financing
on both the capital and banking markets, with long-term relationships with the major
financiers having high priority.

Fabege wants to play an active part in the transition of the financial market towards
greater accountability, and the company is continuing with its efforts to achieve the goal
of all financing being sustainable. In line with this goal, a new green financing frame-
work was launched in June. The green MTN programme and the commercial paper
programme, which is gradually being converted to green as outstanding commercial pa-
per is sold, are both linked to the new framework. The syndicated back-up facility for
the commercial paper programme has also been linked to the framework, which allows
other green loans to be linked as well. Find out more at www.fabege.se/gronfinansiering.

In April, another loan of just over SEK 1bn was converted to green in connection
with an extension of ten years, and in June financing of just over SEK 2bn was converted
at the same time as being extended for 15 years. No less than 92 per cent of Fabege’s fi-
nancing sources now provide green financing solutions, and an increasing number can
also offer extended maturities.

The bond market continues to be highly positive, with healthy demand for green
bonds in particular. In April, Fabege issued bonds totalling SEK 400m with a
maturity of 4.5 years.

The proportion of outstanding commercial paper is being kept at the lower level
that was initiated during the autumn, as part of the company’s efforts to extend the ma-
turity of the debt portfolio. The company has available credit facilities covering all out-
standing commercial paper at any given time.

In the second quarter, fixed-interest periods of a total of SEK 600m were agreed in
the form of interest rate swaps with maturities of ten years. At the end of the quarter,
Fabege’s derivatives portfolio comprised interest rate swaps totalling SEK 14,400m with
terms of maturity extending through 2029 and carrying fixed interest at annual rates of
between 0.24 and 2.08 per cent before margins.

Net financial items included other financial expenses of SEK 17m, mainly pertain-
ing to accrued opening charges for credit agreements and costs relating to bond and
commercial paper programmes. During the period, interest totalling SEK 8m (16) relat-

ing to project properties was capitalised.

FINANCING, 30/06/2019

GREEN FINANCING, 30/06/2019

INTEREST RATE MATURITY STRUCTURE,

30/06/2019

The average interest rate for the < 1 year period includes the margin
for the variable portion of the debt portfolio, because the company’s

fixed
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