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Research Update:

Kimco Realty Corp. 'BBB+' Corporate Credit
Rating Affirmed; Outlook Stable

Overview

e Kinto Realty Corp. is anong the |argest shopping center |andlords, owning
a large, diverse portfolio of shopping centers located in the U S. and
Canada.

* W revised our assessment of Kinto's business risk profile to "strong"
from"satisfactory" to reflect the scale and diversity of Kinto's
pl atform and recent and continued expected inprovenents as the conpany
continues to execute on its strategic initiatives to enhance and sinplify
t he busi ness.

« W affirmed our 'BBB+' corporate credit and senior unsecured debt ratings
on the conpany, as well as our 'BBB-' rating on its preferred securities.

» The stable outlook incorporates the benefits of Kinto's |arge, diverse
core shopping center portfolio, with its nmanageabl e | ease expirati on and
bel ow mar ket rents, which should generate fairly predictable cash flow.
Further recovery in occupancy and rents, along with redevel opnent
opportunities, support our expectation for EBI TDA grow h.

Rating Action

On Sept. 30, 2014, Standard & Poor's Ratings Services affirned its ' BBB+
corporate credit rating on Kinto Realty Corp. At the sane tinme, we affirnmed
the 'BBB+ senior unsecured note and 'BBB-' preferred stock ratings. The
outl ook is stable.

Rationale

The affirmation foll ows our revision of our assessnent of Kinto's business
risk profile to "strong" from"satisfactory". The strong business risk profile
reflects Kinto's position as one of the | argest shopping center |andlords ($11
billion of gross real estate investnments), owning interest in a nationa
portfolio (840 properties conprising 121 million square feet) that are

wel | -occupi ed (95% and favorabl e fundanentals that we expect will support
conti nued occupancy and rent growh. The portfolio is also broadly diversified
by tenant and geography. Kinto is the largest |landlord to Costco, TJX, Hone
Depot, Target, Ross Stores, Wal greens, and Dollar Tree (no tenant accounts for
nore than 3.2% of annual base rents) with properties in 41 states, Puerto

Ri co, Canada, and Latin Anerica. Kinto's tenants are al so nore necessity based
and | ess vulnerable to internet sales. Incorporated into Kinto's business risk
profile is the conpany's progress executing its "back-to-basics" strategy that
i ncl udes upgrading the portfolio through asset recycling and reducing its
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footprint in fewer, stronger markets where Kinto can | everage its scale and
| ocal presence, while retaining a national footprint, and pursuing | owri sk,
hi gh-return redevel opment opportunities.

Ki nto began a portfolio transformation strategy in 2010 that has yiel ded
positive results as the conpany di sposed of what it characterizes as
lower-quality Tier Il assets (180 properties) and recycled capital into

hi gher-qual ity shopping center assets with stronger market denographics,
occupancy, and average base rents. W view Kinto's portfolio quality as fairly
consistent with the peer group, with average base rents that are about average
conpared with the peer group. The portfolio does include ground | eases (11% of
base rents) that carry | ow average rents, as well as the portfolio of Tier Il
properties targeted for disposition. W expect Kinto to continue to di spose of
noncore assets and recycle proceeds into higher-quality retail properties in
its long-termcore markets and redevel opment, which should support nore
reliable cash fl ow

Kinto's strategy has also entailed sinplifying the business nbdel by exiting

nonretail investnents, reducing its joint venture platform (down over $2
billion in gross investnents since 2010), and owning nore properties outright.
Nonet hel ess, Kinto still has a very large joint venture platform ($10 billion

gross assets), which the conpany may continue to trimover tinme. Kinco has

al so been exiting its Latin American investnents (which should be |argely
conpl ete over the next few quarters), leaving Kintco with a narrower geographic
footprint in the U S. and Canada.

Si nce 2010, Kinto has sold $1.5 billion of U S. assets reinvesting proceeds
into higher-quality assets (higher occupancy, average rents and denographics),
whil e al so disposing of roughly $1.1 billion of Latin American assets
(recently contributing about 3% of annual base rents). The focus on core
retail investnents with recurring income is a shift away from managenent's
broader investnent pursuits of the past several years. However, that being
said, Kinco participated in a followon transaction with a Cerberus-1Ied

i nvestment group to acquire the outstanding shares of Safeway. As part of the
transaction, Kinto contributed cash and its existing stake in Al bertsons and
will hold a 9.94% stake in the conbi ned conpani es. Although Kinto' s total
investnment will renmain noderate, this does signal nmanagenment's continued
interest in opportunistic investnment pursuits.

W& expect a continued nodest recovery in Kincto's core retail occupancy (up 50
to 75 basis points during 2014), which should result from conti nued occupancy
i mprovenent within the snmall shop space (up 200 basis points to 86. 3% occupi ed
at the end of the second quarter) and rent growth through a conbination
contractual rental increases, occupancy gains, and high single-digit |easing
spreads (recent second quarter same-space U. S. rel easing spreads increased
9.7%, which will produce sane-property net operating income growh of 2.5%to
3.5% Operating results will nore than of fset an environnent of uneven
transactions (and the potential for earnings dilution), in our view G ound-up
devel opnent activity remai ns nodest as nmmnagenent has increased its pipeline
of redevel opnent projects. W view the conpany's redevel opnent strategy
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favorably as it shoul d produce conparatively attractive (8% to 12% expected
yields with less risk than | arge-scale, ground-up devel oprent.

We view Kinco's financial risk profile as "internediate". Debt (including
preferred stock) to EBI TDA was 7x on a trailing-12-nmonths basis ended June 30,
2014, and debt-to-undepreci ated capital was 50% slightly elevated from
year-end, but we expect |everage to edge down and renmain in the mid-6x area
and hi gh-40% area, as we assune Kinto continues to nonetize assets and use net
proceeds to repay revolver borrowi ngs and fund new i nvestnents, and fund net
growm h in a bal anced manner. Consolidating Kinco's joint ventures on a pro
rata basis we estimate 2014 debt-to-EBITDA will be in the md-7x area and

debt -t o- undepreci ated capital would end the year in the | ow 50% ar ea.

We estinmate that Kinco's debt service and fixed-charge coverage neasures were
3.4x and 2.7x, respectively. W expect these nmeasures to nodestly inprove,
given the portfolio's positive mark-to-market on its expiring | eases,

conti nued opportunities to nmodestly inprove occupancy, and interest savings
resulting fromfavorable refinancing opportunities (5.22% wei ghted aver age
cost for 2015 maturities). Kinco's average remaining | ease termof nore than
seven years results in a manageabl e 1.8% of | eased square feet expiring over
t he remai nder of 2014 and 8.4%in 2015, assuming no tenants exercise their
renewal options. If tenants exercise renewal options, these expirations
decline to 1.1% and 2.9%in 2014 and 2015, respectively. Under either scenario
there is enbedded growth through contractual rent increases and/or positive
mar k-t o- mar ket spreads relative to in-place rents. Total coverage of al
obligations (including the comon dividend) was 1.2x

Qur base-case forecast for 2014 and 2015 incorporates the follow ng

assunpti ons:

e Same-property net operating incone (NO) grows 2.5%to 3.5%in 2014,

e Occupancy rises 50 to 75 basis points;

« W assune 2014 acquisitions of $1 billion at a lowto-md 6% cap rate and
di spositions of $800 nmillion to $1 billion at a 7.5%to 8.0%cap rate.
For 2015 we assune acqui sitions and dispositions are bal anced, but
nodestly dilutive.

* Hei ght ened redevel opnent expendi tures of $100 million during 2014 and
$150 nillion during 2015;

e Conpany refinances $350 nmillion 5.29% senior notes with a simlarly sized
i ssuance at an estinmated 4% coupon

Based on these assunptions, we estimate 2014 and 2015 fi xed-charge coverage
will be inthe 2.8x to 2.9x range, debt-to-EBITDA in the lowto-nmid 6x area
and debt-to-undepreciated capital in the 46% 48% range. W al so estimate tota
coverage (inclusive of conmmon dividends) to remain sound at around 1.2x to
1.3x range. Inclusive of Kinto's pro rata share of JVs we estimate

fi xed-charge coverage remains in the high-2x area, debt-to-EBITDA rises to the
m d- 7x area, and debt-to-undepreciated capital is in the | ow50% area
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Liquidity
Ki nto has "adequate" sources of liquidity to cover its needs over the next 12
to 24 nonths. W expect that the conpany's sources of liquidity will exceed

its uses by 1.2x or nore, the mninumthreshold for an "adequate" designation
under our criteria, and that the conpany will also nmeet our other criteria for
such desi gnati on.

The conpany was in conpliance with its bank and bond covenants as of June 30,
2014. Key senior unsecured note covenants include: debt-to-total assets of no
nore than 60.0% (actual was 41% and total unencumbered assets to unsecured
debt greater than 1.5x (was 2.5x).

Principal liquidity sources include:

e Cash and narketable securities totaling $267 mllion at June 30, 2014.

e $1.4 billion of availability under a $1.75 billion global revolving
credit facility, which can be increased to $2.25 billion through an
accordion feature, due March 2018); and

e Assuned funds fromoperations (FFO will total about $550-%$600 million

Principal liquidity uses include:

* $350 nmillion of senior unsecured notes mature in 2015.

* W& assune all secured debt is refinanced.

e W assunme $100 million to $150 million of discretionary redevel opnent
i nvest ments.

 Capital expenditures associated with Kinco' s operating properties of
roughly $60 million annually.

+ Common and preferred dividends in the $425 nillion to $450 nillion range.

Addi ti onal potential sources of capital include access to secured debt, though
we have not factored this into our liquidity assessnent. Kinto's encunbrance

| evel was fairly nodest at roughly 12% secured debt to undepreciated rea
estate, and we believe the conpany has sone flexibility to layer in additiona
secured debt without jeopardizing its current credit rating.

Outlook

The stabl e outl ook incorporates the benefits of Kinto's |arge, diverse core
shopping center portfolio, with its nmanageabl e | ease expirations, which should
generate fairly stable cash flow Further recovery in occupancy and rents,

al ong with redevel opnent opportunities, support our expectation for EBITDA
grow h and support stable-to-nodestly inproving | everage and cover age

neasur es.

Downside scenario

We currently do not expect to either raise or |lower the ratings over the next
year or two (the tine horizon for our outlook). However, if the conpany's
recent inprovement in debt coverage were to reverse course--such that
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fi xed-charge coverage falls below 2.2x--we could revise the outl ook or | ower
the ratings.

Upside scenario

Wil e we consider an upside scenario unlikely, we would raise the ratings if
Kinco continues to successfully execute on its business strategies, which
should result in a nore conpetitively positioned retail portfolio and |everage
and fixed-charge coverage nmetrics based on Standard & Poor's adjustnents
(including joint-venture | everage) inprove to the md-to-strong end of the
"intermedi ate" financial risk profile ranges.

Ratings Score Snapshot

Corporate credit rating: BBB+/ Stable/--

Busi ness risk: Strong

e Country risk: Very |ow

* Industry risk: Low

« Conpetitive position: Strong

Financial risk: Internediate
» Cash flow | everage: Internediate

Anchor: bbb+

Modi fiers

» Diversification/portfolio effect: Neutral (no inpact)
e Capital structure: Neutral (no inpact)

 Liquidity: Adequate (no inpact)

 Financial policy: Neutral (no inpact)

« Managenent and governance: Satisfactory (no inpact)
 Conparable rating analysis: Neutral (no inpact)

Related Criteria And Research

Related Criteria

e Criteria - Corporates - Ceneral: Mthodol ogy And Assunptions: Liquidity
Descriptors For d obal Corporate |Issuers, Jan. 2, 2014

e Criteria - Corporates - Industrials: Key Credit Factors For The Real
Estate | ndustry, Nov. 19, 2013

e Criteria - Corporates - Ceneral: Corporate Mthodol ogy, Nov. 19, 2013

e CGeneral Criteria: Methodology: Industry Risk, Nov. 19, 2013

» Met hodol ogy: Managenment And Governance Credit Factors For Corporate
Entities And Insurers, Nov. 13, 2012

e Criteria - Corporates - Ceneral: 2008 Corporate Criteria: Rating Each
| ssue, April 15, 2008
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Ratings List

Rati ngs Affirned

Kinto Realty Corp.

Corporate Credit Rating BBB+/ St abl e/ - -
Seni or Unsecur ed BBB+
Preferred Securities BBB-

Conplete ratings information is available to subscribers of RatingsDirect at
www. gl obal credi tportal.com and at www. spcapitalig.com Al ratings affected by
this rating action can be found on Standard & Poor's public Wb site at

www. st andar dandpoors. com Use the Ratings search box |ocated in the |eft

col umm.
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