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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

e France-based property group Uni bail - Rodanto has announced a €1.83 billion
capital reinmbursenent to be paid to sharehol ders in October 2010.

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

e In light of the capital reinbursenent, we are revising the outl ook on
Uni bai | - Rodanto to negative fromstable and affirmng the 'A/A- 1" |ong-
and short-termcorporate credit ratings on the group

* The negative outlook reflects our view that Unibail-Rodanto's | everage
and financial flexibility will be limted at the current rating | eve
followi ng the capital reinbursenent.

Rating Action

On July 21, 2010, Standard & Poor's Ratings Services revised its outl ook on
France- based property group Uni bail -Rodanto to negative fromstable. At the
same time, the "A" long-termand 'A-1' short-termcorporate credit ratings on
Uni bai | - Rodanto were affirmed.

Rationale

The outl ook revision follows Unibail-Rodanto's announcenment of a €1.83 billion
capital reinmbursenent to be paid to sharehol ders in October 2010. In our
opinion, this dividend will likely limt the group's |everage and fi nanci al

flexibility at the "A rating |evel.

The ratings on Unibail-Rodanto reflect our view of its position as Europe's

| argest real estate conpany; its high-quality and well-diversified property
portfolio that is nostly focused on dom nant shopping centers; and its stable
and strong operating performance. Partially offsetting these strengths are
Uni bai | - Rodanto's internediate financial profile; the group's |arge

devel opnent program and active asset rotation strategy; and sone exposure to
hi gher-ri sk segnents and markets, including offices and convention and

exhi bitions activities.

Uni bai | - Rodanto' s excell ent 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 predomnantly 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 terns of
asset type, location, and tenants. They benefit from high occupancy rates and
| ong average | eases, which contribute to stable and predictable cash flow
gener ati on.

Uni bai | - Rodanto's operating stability is mainly supported by the high quality
of its dom nant shopping centers. These centers generally attract
prinme-quality retail tenants--with the ability to pay rent even in a severe
downt urn--and have |l ow | evel s of vacancies. In addition, nost of these retai
assets are food-anchored and therefore have a steady flow of custoners. W
understand that the group's strategy remains focused on acquiring and
devel opi ng very large shopping centers in its existing key narkets, 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 Spani sh market, partly noderate the group's
excel | ent business risk profile.

The ratings also reflect the group's internediate financial profile,
especially its solid capital structure and adequate financial flexibility, as
well as its prudent interest rate hedgi ng policy. Nevertheless, in our

opi nion, Unibail-Rodanco's financial profile will deteriorate sonewhat as a
result of the capital reinbursenent, to what we consider to be a weak | evel
for the "A rating. We anticipate that the group's | oan-to-value (LTV) ratio
will rise to almost 45% froma reported 32% (34% post the acquisition of

Si non- | vanhoe, which the group expects to consolidate in 2010) as of Dec. 31
2009. However, this is well within the maxi num covenanted ratio of 60% W
project the group's reported interest-coverage ratio (based on net renta

i ncome and net interest charge) to fall to 3.0x from3.9x in 2009--still well
above the covenanted | evel of 2.0x.

Al t hough we take a favorable view of nanagenent's experience and track record,
we think the execution of the group's asset rotation policy and the size of
its devel opment pipeline is a potential risk.

Liquidity

The short-termrating is "A-1'. This reflects our view of the stable cash
generation of the business and Uni bail - Rodanto's adequate liquidity follow ng
the paynment of the capital reinbursenment. In our opinion, the group's debt
maturity profile is well-managed, and is satisfactory at 4.5 years, with no

| arge debt maturity before 2011. Short-term debt ampunts to €1,090 mllion

and we antici pate that Unibail-Rodanto should have €1.58 billion of undrawn
conmitted credit lines and €150 million of cash and cash equival ents foll ow ng
the capital reinbursenent and bond repaynment on July 1, 2010.

Looki ng forward, we think Unibail-Rodanco's reported debt |level will increase

to €9.7 billion in 2010 froma Standard & Poor's-adjusted |evel 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. W
understand that nanagenment will continue to naintain a strong interest rate
hedgi ng poli cy.

Outlook
The negative outl ook reflects our view that Unibail-Rodanto's financial
profile will deteriorate sonewhat after the capital reinbursenent, and will be

operating close to the linmt for the current rating, despite the excellent
quality of its business risk profile.

We bel i eve Uni bail - Rodanto's financial neasures should not deteriorate further
followi ng the capital reinbursenent paynent, and we expect themto inprove
over the next 18 nonths. Specifically, we anticipate that ratios should trend
back toward EBI TDA i nterest coverage nearer to 3.5x, funds from operations to
debt of 9% and an LTV ratio of 40% over the next 18 nonths.

We coul d, however, lower the ratings in the event that Unibail-Rodanco were
unable to keep its LTV ratio bel ow 45% due to a further deterioration in

al ready-weak nmarket conditions, materially increasing exposure to higher-risk
mar ket s, nore-aggressi ve-than-expected capital expenditures, and execution

ri sks on devel opnents.

Equal 'y, rating upside could occur if Unibail-Rodanco were able to
significantly reduce its | everage and reduce its LTV ratio to a nore
sust ai nabl e | evel .
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*Cuar ant eed by Rodanco Europe N. V.
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