Rating Action: Moody's changes outlook on NEPI's Baa3 rating to stable from
positive; affirms ratings
14 Dec 2018
London, 14 December 2018 -- Moody's Investors Service ("Moody's") has changed to stable from positive the
outlook on the ratings of NEPI Rockcastle Plc ("NEPI"), one of CEE's largest retail property owner and its
subsidiary NE Property Cooperatief U.A. At the same time, Moody's has affirmed the Baa3 long-term issuer
rating of NEPI and the Baa3 senior unsecured rating of NE Property Cooperatief U.A.
"The change of outlook to stable from positive reflects our view that NEPI's liquidity management needs to
strengthen given the current level of committed investments and other funding needs, which makes it reliant on
monetizing its securities portfolio and access to the potentially more expensive terms of the public debt
markets", says Roberto Pozzi, a Moody's Senior Vice President and lead analyst for NEPI. "More positively,
we note that the company's debt metrics remain strong for the rating and that its investment needs are
currently more than covered by internally generated funds".
NEPI Rockcastle Plc owns and internally manages a portfolio of retail properties across Central Eastern
Europe. The company's properties were valued at an estimated €5.8 billion as at 30 September 2018 including
recent acquisitions, developments and land bank. The company is incorporated in the Isle of Man and listed on
the Johannesburg Stock Exchange (South Africa) and on Euronext Amsterdam.
RATINGS RATIONALE
NEPI Rockcastle Plc's (NEPI) Baa3 issuer rating mainly reflects i) the good quality of its shopping centres, as
illustrated by their consistently high occupancy and strong like-for like rental growth, ii) its geographical
diversification across several Central and Eastern European (CEE) countries, and iii) the favourable
macroeconomic fundamentals across the region. The rating is further underpinned by the company's iv) track
record of moderate debt metrics, with gross debt to total assets at 30% as at 30 June 2018, fixed charge
coverage of 8.6x and net debt to EBITDA of 5.2x , and v) a largely unencumbered asset pool ( 75%). These
ratios are based on our adjustments to reflect the company's gross exposure to a portfolio of listed securities
that we expect will largely have been sold by the end of 2018.
We anticipate that NEPI will maintain broadly stable Moody's adjusted gross debt/total assets of around 35%
over the next 12-18 months, with EBITDA fixed charge coverage between 8.4x-8.8x and net debt to EBITDA
between 5.0x-5.5x.
Partly offsetting these strengths are the company's substantial investment plans and its acquisitive strategy,
which we expect to be funded with a combination of asset sales, including listed securities and properties.
Additionally, NEPI has €463 million of debt maturing over the next 18 months. This exposes the company to
have good access to debt capital markets despite the strain coming from the investigation into its shareholders
or to rely on asset sales. NEPI has sold a significant part of its listed securities portfolio since the beginning of
the year, thereby reducing the risks associated with the volatility of their value, and invested the proceeds in
physical properties. We understand that the company has further reduced its gross exposure to listed
securities in the last few months, which stood at approximately €286 million as at 30 September 2018.
Although the company has a track record of raising equity and has recently extended a €150 million revolving
credit facility by two years to Dec 2020, its ability to raise equity is untested following the sharp decline in
NEPI's share price since the beginning of 2018. Additionally, the price of the company's two outstanding bonds
have further weakened in the last six months, also when compared to bonds with similar maturities issued by
similarly rated peers, and are currently trading at levels that would imply potentially higher cost of accessing
the public debt markets.
Other longer-term challenges for the company include the competitive retail property landscape, the still-limited
size of the real estate investment markets in the CEE region and the currency risk ensuing from the mismatch
between the company's euro-denominated leases and its tenants' local currency revenue.
RATIONALE FOR STABLE OUTLOOK

The stable outlook factors in our expectations that the company's liquidity management will improve from
current levels and that the company will actively take measures to improve its access to capital.
FACTORS THAT COULD LEAD TO AN UPGRADE
Improved liquidity management, including early refinancing of any near term debt maturity and early funding of
any investment commitment
Evidence of good access to debt and equity markets
A majority of gross assets located and rental income generated in countries rated Baa2 or above, combined
with an average weighted sovereign rating of these countries at the same level
No meaningful exposure to listed securities
Gross debt/total assets sustained below 35%
Fixed-charges coverage sustained above 4.0x
Committed developments maintained below 10% of total assets
Maintenance of a largely unencumbered asset base
FACTORS THAT COULD LEAD TO A DOWNGRADE
Failure to improve liquidity management and access to capital markets
Failure to further reduce its gross exposure to listed securities to negligible levels and acquire physical
properties by year-end 2018
A deterioration in the economic outlook or a downgrade of the sovereign ratings of the main countries where
the company operates (the Government of Romania [Baa3 stable] and the Government of Poland [A2 stable])
A deterioration in the operating performance of the company, as illustrated by reduced occupancy rates,
negative rental growth or reduced profitability/cash flow generation
Gross debt/total assets sustained above 40%
Fixed-charges coverage sustained below 3.0x
Increasing development risk, such that the committed development pipeline rises sustainably above 10% of the
property portfolio
A material reduction in its unencumbered asset ratio
PRINCIPAL METHODOLOGY
The principal methodology used in these ratings was REITs and Other Commercial Real Estate Firms
published in September 2018. Please see the Rating Methodologies page on www.moodys.com for a copy of
this methodology.
REGULATORY DISCLOSURES
For ratings issued on a program, series or category/class of debt, this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series or
category/class of debt or pursuant to a program for which the ratings are derived exclusively from existing
ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this
announcement provides certain regulatory disclosures in relation to the credit rating action on the support
provider and in relation to each particular credit rating action for securities that derive their credit ratings from
the support provider's credit rating. For provisional ratings, this announcement provides certain regulatory
disclosures in relation to the provisional rating assigned, and in relation to a definitive rating that may be
assigned subsequent to the final issuance of the debt, in each case where the transaction structure and terms
have not changed prior to the assignment of the definitive rating in a manner that would have affected the
rating. For further information please see the ratings tab on the issuer/entity page for the respective issuer on

www.moodys.com.
For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this
credit rating action, and whose ratings may change as a result of this credit rating action, the associated
regulatory disclosures will be those of the guarantor entity. Exceptions to this approach exist for the following
disclosures, if applicable to jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated
entity.
Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related
rating outlook or rating review.
Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.
Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures
for each credit rating.
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