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Research Update:

Outlook On France-Based Unibail-Rodamco
Revised To Negative On News Of Capital
Reimbursement; 'A/A-1' Ratings Affirmed

Overview
• France-based property group Unibail-Rodamco has announced a €1.83 billion
capital reimbursement to be paid to shareholders in October 2010.

• Unibail-Rodamco's large, high-quality, and diversified retail property
portfolio provides stable cash flows, in our view. The group also has a
solid capital structure.

• In light of the capital reimbursement, we are revising the outlook on
Unibail-Rodamco to negative from stable and affirming the 'A/A-1' long-
and short-term corporate credit ratings on the group.

• The negative outlook reflects our view that Unibail-Rodamco's leverage
and financial flexibility will be limited at the current rating level
following the capital reimbursement.

Rating Action
On July 21, 2010, Standard & Poor's Ratings Services revised its outlook on
France-based property group Unibail-Rodamco to negative from stable. At the
same time, the 'A' long-term and 'A-1' short-term corporate credit ratings on
Unibail-Rodamco were affirmed.

Rationale
The outlook revision follows Unibail-Rodamco's announcement of a €1.83 billion
capital reimbursement to be paid to shareholders in October 2010. In our
opinion, this dividend will likely limit the group's leverage and financial
flexibility at the 'A' rating level.

The ratings on Unibail-Rodamco reflect our view of its position as Europe's
largest real estate company; its high-quality and well-diversified property
portfolio that is mostly focused on dominant shopping centers; and its stable
and strong operating performance. Partially offsetting these strengths are
Unibail-Rodamco's intermediate financial profile; the group's large
development program and active asset rotation strategy; and some exposure to
higher-risk segments and markets, including offices and convention and
exhibitions activities.

Unibail-Rodamco's excellent business risk profile is underpinned by the
group's large property portfolio (valued at €22.3 billion as of Dec. 31,
2009). The portfolio is predominantly invested in prime retail assets (74% of
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the portfolio value), but also in high-quality office assets (18%) and
convention centers. These properties are also well-diversified in terms of
asset type, location, and tenants. They benefit from high occupancy rates and
long average leases, which contribute to stable and predictable cash flow
generation.

Unibail-Rodamco's operating stability is mainly supported by the high quality
of its dominant shopping centers. These centers generally attract
prime-quality retail tenants--with the ability to pay rent even in a severe
downturn--and have low levels of vacancies. In addition, most of these retail
assets are food-anchored and therefore have a steady flow of customers. We
understand that the group's strategy remains focused on acquiring and
developing very large shopping centers in its existing key markets, and we see
this as positive for the ratings. On the other hand, we believe that the
cyclicality of the group's office assets and nonrental activities, as well its
presence in the depressed Spanish market, partly moderate the group's
excellent business risk profile.

The ratings also reflect the group's intermediate financial profile,
especially its solid capital structure and adequate financial flexibility, as
well as its prudent interest rate hedging policy. Nevertheless, in our
opinion, Unibail-Rodamco's financial profile will deteriorate somewhat as a
result of the capital reimbursement, to what we consider to be a weak level
for the 'A' rating. We anticipate that the group's loan-to-value (LTV) ratio
will rise to almost 45%, from a reported 32% (34% post the acquisition of
Simon-Ivanhoe, which the group expects to consolidate in 2010) as of Dec. 31,
2009. However, this is well within the maximum covenanted ratio of 60%. We
project the group's reported interest-coverage ratio (based on net rental
income and net interest charge) to fall to 3.0x from 3.9x in 2009-–still well
above the covenanted level of 2.0x.

Although we take a favorable view of management's experience and track record,
we think the execution of the group's asset rotation policy and the size of
its development pipeline is a potential risk.

Liquidity
The short-term rating is 'A-1'. This reflects our view of the stable cash
generation of the business and Unibail-Rodamco's adequate liquidity following
the payment of the capital reimbursement. In our opinion, the group's debt
maturity profile is well-managed, and is satisfactory at 4.5 years, with no
large debt maturity before 2011. Short-term debt amounts to €1,090 million,
and we anticipate that Unibail-Rodamco should have €1.58 billion of undrawn
committed credit lines and €150 million of cash and cash equivalents following
the capital reimbursement and bond repayment on July 1, 2010.

Looking forward, we think Unibail-Rodamco's reported debt level will increase
to €9.7 billion in 2010 from a Standard & Poor's-adjusted level of €7.7
billion at Dec. 31, 2009.
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As of Dec. 31, 2009, 100% of the group's debt was fixed or hedged with swap
and cap contracts, providing solid resilience to interest rate hikes in the
next two to three years. Hedging remains material over 2010-2013. We
understand that management will continue to maintain a strong interest rate
hedging policy.

Outlook
The negative outlook reflects our view that Unibail-Rodamco's financial
profile will deteriorate somewhat after the capital reimbursement, and will be
operating close to the limit for the current rating, despite the excellent
quality of its business risk profile.

We believe Unibail-Rodamco's financial measures should not deteriorate further
following the capital reimbursement payment, and we expect them to improve
over the next 18 months. Specifically, we anticipate that ratios should trend
back toward EBITDA interest coverage nearer to 3.5x, funds from operations to
debt of 9%, and an LTV ratio of 40% over the next 18 months.

We could, however, lower the ratings in the event that Unibail-Rodamco were
unable to keep its LTV ratio below 45% due to a further deterioration in
already-weak market conditions, materially increasing exposure to higher-risk
markets, more-aggressive-than-expected capital expenditures, and execution
risks on developments.

Equally, rating upside could occur if Unibail-Rodamco were able to
significantly reduce its leverage and reduce its LTV ratio to a more
sustainable level.

Related Criteria And Research
• Industry Credit Outlook: Global Real Estate Companies Weather Stormy
Period, But Still Face Tough Times, Aug. 6, 2009

• Key Rating Factors for European Real Estate Companies, Nov. 24, 2004

Ratings List

Ratings Affirmed; CreditWatch/Outlook Action
To From

Unibail-Rodamco
Rodamco Europe N.V.
Corporate Credit Rating A/Negative/A-1 A/Stable/A-1

Ratings Affirmed

Unibail-Rodamco
Senior Unsecured Debt A
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Commercial Paper A-1

Rodamco Europe Finance B.V.
Senior Unsecured Debt* A
Commercial Paper A-1

Rodamco Europe N.V.
Commercial Paper A-1

Rodamco Sverige AB
Senior Unsecured Debt* A
Commercial Paper A-1

*Guaranteed by Rodamco Europe N.V.

Additional Contact:
Industrial Ratings Europe;CorporateFinanceEurope@standardandpoors.com

Complete ratings information is available to RatingsDirect on the Global
Credit Portal subscribers at www.globalcreditportal.com and RatingsDirect
subscribers at www.ratingsdirect.com. All ratings affected by this rating
action can be found on Standard & Poor's public Web site at
www.standardandpoors.com. Use the Ratings search box located in the left
column. Alternatively, call one of the following Standard & Poor's 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) 495-783-4011.
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S&P may receive compensation for its ratings and certain credit-related analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right
to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and
www.ratingsdirect.com and www.globalcreditportal.com (subscription), and may be distributed through other means, including via S&P publications and third-party
redistributors. Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

Credit-related analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact or
recommendations to purchase, hold, or sell any securities or to make any investment decisions. S&P assumes no obligation to update the Content following publication in any
form or format. The Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or
clients when making investment and other business decisions. S&P's opinions and analyses do not address the suitability of any security. S&P does not act as a fiduciary or
an investment advisor. While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or
independent verification of any information it receives.

No content (including ratings, credit-related analyses and data, model, software or other application or output therefrom) or any part thereof (Content) may be modified,
reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of S&P. The Content
shall not be used for any unlawful or unauthorized purposes. S&P, its affiliates, and any third-party providers, as well as their directors, officers, shareholders, employees or
agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not responsible for any errors or
omissions, regardless of the cause, for the results obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is
provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any
party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without
limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the possibility of such damages.

Copyright ( c ) 2010 by Standard & Poor’s Financial Services LLC (S&P), a subsidiary of The McGraw-Hill Companies, Inc. All rights reserved.
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