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Rating Action Overview

- On Feb. 25, 2022, RE Invest Belgium S.A., a fund managed by Brookfield Asset Management,
announced its intention to launch a voluntary public takeover offer for all Befimmo shares.

- Although the success of the offer is still uncertain--as is whether the company's future
operational and financial strategy will change--we believe that the takeover could lead to
weaker credit metrics for Befimmo, depending on the transaction's funding structure.

- We therefore placed on CreditWatch with negative implications our 'BBB' long-term issuer
credit rating on Befimmo.

- The CreditWatch indicates at least a one-in-two likelihood of a downgrade of one or more
notches upon completion of the transaction and if the revised financial policy is no longer
commensurate with the 'BBB' rating. To date, Befimmo has maintained debt to debt plus equity
of below 45% and EBITDA interest coverage of 3.5x or above--ratios that align with the current
rating.

Rating Action Rationale

The CreditWatch reflects our view that Befimmo's credit metrics could weaken as a result of
Brookfield's voluntary public takeover offer. On Feb. 25, 2022, RE Invest Belgium announced
that it intends to launch a voluntary public takeover offer for all Befimmo shares. We believe that
the takeover, if completed and depending on the funding structure, could result in a revision of
Befimmo's financial policy, leading its credit metrics to deteriorate. Under its current financial
policy, Befimmo has maintained debt to debt plus equity below 45% and EBITDA interest coverage
well above 3.5x--ratios commensurate with the thresholds for the current 'BBB' rating.
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For now, we have no indication that the company's operational strategy will change. We
understand that Brookfield intends to keep Befimmo's current management team and strategic
plan. However, the financial policy envisaged by Brookfield following the takeover offer
announcement remains unclear. The transaction is subject to regulatory and shareholder offer
acceptance, and it is expected to close in the second quarter of 2022.

CreditWatch

The CreditWatch reflects our view that the potential acquisition by Brookfield could result in
weaker credit metrics for Befimmo due to a less conservative financial policy. We see at least a
one-in-two likelihood of a negative rating action, and we could downgrade the company by one or
several notches. We will resolve the CreditWatch upon completion of the takeover.

We would lower the rating if the Brookfield transaction goes through and any revised financial
policy leads to leverage higher than what is commensurate with the 'BBB' rating. This would be
indicated by ratios of debt to debt and equity exceeding 45% and EBITDA interest coverage
deteriorating below 3.5x.

We would likely affirm the 'BBB' rating on Befimmo and remove it from CreditWatch negative if the
Brookfield deal falls through, for example because shareholders reject the offer.

Company Description

Befimmo operates in the office real estate segment, with a focus on Belgium (93.7% of portfolio
value with around 69% located in Brussels) and Luxembourg (5.5%). The company's portfolio
consists of more than 100 buildings, with a total value of €2.8 billion at year-end 2021. It is listed
on Euronext Brussels with a market capitalization of about €1.3 billion (as of Feb. 28, 2022).
Befimmo has B-REIT status.

Befimmo's largest shareholders are insurers AXA Belgium SA and Ageas and affiliated companies,
which respectively owned 9.6% and 9.3% on Dec. 31, 2021. In addition, BlackRock owned 3%,
Befimmo owned 5.0% of its own shares, and 73.1% was split among investors each holding less
than 3%.

ESG credit indicators: E-2, S-2, G-2

Related Criteria

- General Criteria: Environmental, Social, And Governance Principles In Credit Ratings, Oct. 10,
2021

- General Criteria: Group Rating Methodology, July 1, 2019

- Criteria | Corporates | General: Corporate Methodology: Ratios And Adjustments, April 1, 2019

- Criteria | Corporates | Industrials: Key Credit Factors For The Real Estate Industry, Feb. 26, 2018

- General Criteria: Methodology For Linking Long-Term And Short-Term Ratings, April 7, 2017

- Criteria | Corporates | General: Methodology And Assumptions: Liquidity Descriptors For Global
Corporate Issuers, Dec. 16, 2014
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- General Criteria: Country Risk Assessment Methodology And Assumptions, Nov. 19, 2013

- Criteria | Corporates | General: Corporate Methodology, Nov. 19, 2013

- General Criteria: Methodology: Industry Risk, Nov. 19, 2013

- General Criteria: Methodology: Management And Governance Credit Factors For Corporate
Entities, Nov. 13, 2012

- General Criteria: Principles Of Credit Ratings, Feb. 16, 2011

Ratings List

Ratings Affirmed; CreditWatch Action

To From

Befimmo S.A.

Issuer Credit Rating BBB/Watch Neg/A-2 BBB/Stable/A-2

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further information. A description of each of
S&P Global Ratings' rating categories is contained in "S&P Global Ratings Definitions" at
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceId/504352 Complete ratings
information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating
action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search
box located in the left column. Alternatively, call one of the following S&P Global Ratings 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; or Stockholm (46) 8-440-5914
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