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Summary
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Income-producing property portfolio exceeding NIS

6 billion, with sector diversification and adequate

asset dispersion.

Consistent growth in volumes of activity, with

continuous growth in NOI (net operating income).

Good access to the capital market and financial

flexibility due to a large volume of unencumbered

income-producing assets.

Subject to REIT regulation, which in our estimation

provides high stability and transparency for the

business model and financial policy.

High geographic concentration, as all activity is

performed in Israel, although the company's

assets are spread across the country.

Exposure of most debt to changes in the

Consumer Price Index (CPI), although the linkage

of lease agreements to the index moderates the

risk.

Sela Capital Real Estate Ltd. ("Sela Capital" or "the Company") continues to present growth in NOI and in the

value of the income-producing property portfolio, but vacant spaces in Beit Mani and Moshe Aviv Tower are expected

to continue to put pressure on occupancy rates. In 2025, Sela Capital presented growth of approximately 6.6% in

NOI, which totaled approximately NIS 356 million, and in the first quarter of 2026 there was an additional growth of

approximately 2.3% compared to the same quarter last year. The growth reflects mainly same-property NOI growth,

due to a real increase in rents and due to inflation (lease agreements are indexed). The average occupancy rate

stood at approximately 91% in 2025, similar to 2024. In April 2026, the lease agreement of Mizrahi-Tefahot Bank,

which occupied about half of the space in Moshe Aviv Tower, ended, which is expected to put pressure on average

occupancy rates in the first half of 2026. However, an increase in the occupancy rate in Beit Mani, which currently

stands at about 50%, is expected to support an average occupancy rate of about 90% according to the company's

reports. We estimate that the company's asset dispersion will support its ability to maintain fairly stable operating

performance on average over time.

In April 2026, Sela Capital completed the acquisition of full rights in Kfar Saba Hayeruka Mall for NIS

580 million (before VAT and purchase tax). This mall, which includes a commercial center, offices, and storage

and parking spaces, is leased at approximately 93% occupancy to about one hundred tenants, for lease periods of

between three and seven years. Annual rents at full occupancy are expected to stand at approximately NIS 40 million

according to company reports. The transaction was financed through the issuance of BONDS completed by the

company in April and March 2026 and through the use of the cash balance in the treasury. We estimate that the

transaction will support continued growth in the company's scale of activity, which is consistent with its growth

strategy.

Sela Capital's financial ratios are appropriate for the rating. In 2025, Sela Capital presented an EBITDA

interest coverage ratio of approximately 2.2x and a balance sheet leverage ratio of approximately 53.2%, ratios that

are appropriate for the rating. We estimate that Sela Capital will continue to present appropriate financial ratios, and

that acquisitions in material volumes will be carried out alongside balancing equity actions, while maintaining

leverage in accordance with the company's financial policy. For example, in recent weeks
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warrants for conversion in a volume of approximately NIS 148 million were exercised, which are expected to

contribute to the growth in equity and to the maintenance of appropriate balance sheet leverage even after the

acquisition of the mall in Kfar Saba.

Rating Outlook
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The stable rating outlook reflects our assessment that the operating performance of Sela Capital's asset portfolio

in the next 12 months will be stable and in accordance with our base case scenario, and that its investment

activity will be carried out gradually and in accordance with the business strategy and financial policy. The

adjusted ratios we see as appropriate for the rating are a debt-to-debt-plus-equity ratio of approximately 55%

and an EBITDA interest coverage ratio of approximately 2.0x over time.

We note that due to security uncertainty in the Middle East, security and geopolitical risks may intensify and

there may be an impact on macroeconomic indicators in Israel, and volatility in the capital market may increase.

At this stage, there is uncertainty regarding the scope of the war, its duration, and its consequences. As the

situation evolves, we will update our assumptions and assessments accordingly.

Downside Scenario

We will consider a negative rating action if a deterioration occurs in the company's operating performance that

leads to a prolonged deviation from the financial ratios appropriate for the rating. A negative rating action is also

possible if we assess that the company will not be able to maintain adequate liquidity.

Upside Scenario

We will consider a positive rating action if the company significantly increases its income-producing property

portfolio while maintaining stable operating performance, alongside maintaining over time a debt-to-debt-plus-

equity ratio of approximately 50% and an EBITDA interest coverage ratio higher than 3.0x, as part of its financial

policy.

Company Description

Sela Capital Real Estate Ltd. was incorporated in Israel in June 2007 as a private company, and in March 2008

became a public company whose shares are traded on the Tel Aviv Stock Exchange. The company is engaged in

the acquisition, management, and leasing of income-producing real estate assets in Israel, mainly office

buildings, industry, logistics, and commerce.

The company is a Real Estate Investment Trust ("REIT"), and under the law it is entitled to specific tax benefits,

including exemption from corporate tax. In addition, as part of its incorporation as a REIT, the company

committed not to invest more than 20% of its capital in development, to maintain an LTV (loan to value) ratio of

up to 60%, to distribute dividends at a rate of at least 90% of taxable income, and to maintain at least 75% of its

activity in Israel. According to REIT regulation, the company's five largest shareholders cannot together hold

more than 50% of its shares.
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Base Scenario

Main Assumptions

GDP growth in Israel of about 3.1% in 2026, an inflation rate of about 2.2% and an unemployment rate of about

3.3%. In 2027, GDP growth of about 5.9% is expected, an inflation rate of about 2% and an unemployment rate of

about 3.1%.

Maintenance of average occupancy rates of about 90% and above on average over time and a fairly stable NOI

rate from revenues.

Annual growth in NOI at a single-digit rate in 2026-2027, reflecting a major contribution from the mall in Kfar Saba

and a gradual increase in occupancy rates at Beit Mani, which will be moderated by a decrease in rent at the

Moshe Aviv Tower in 2026 due to the departure of Mizrahi-Tefahot Bank which occupied about half of the spaces in

the tower. An expected increase in rent in existing properties following the linkage of most lease agreements to

the index is also expected to contribute to growth in NOI.

A low single-digit negative valuation in 2026 based on valuations actually recognized. In 2027, positive valuations

at a single-digit rate are expected, mainly due to an increase in rent in existing properties due to index linkage.

Investments totaling approximately NIS 600-650 million in 2026, mainly due to the acquisition of the mall in Kfar

Saba. From 2027 onwards, it is expected that acquisitions in material volumes will be carried out alongside

balancing capital actions, while maintaining leverage in accordance with the financial policy.

Exercise of the company's warrants for conversion totaling approximately NIS 150 million in 2026.

Dividend distribution of at least 90% of taxable income.

Key Ratios

Financial Ratio 2025A 2026E 2027E

EBITDA/Interest expenses 2.2x 2.2x-1.9x 2.4x-2.0x

Debt/Debt and Equity 53.2% 56%-53% 57%-52%

Debt/EBITDA 9.7x 12x-9x 12x-8x

A-Actual. E-Expected.
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Business Profile
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The assessment of Sella Capital's business profile is supported by consistent growth in the income-generating

property portfolio and stable operational performance over time, as well as adequate segmental diversification

and broad tenant dispersion. In 2025, the value of the company's income-generating property portfolio grew to

approximately NIS 6 billion, from approximately NIS 5.8 billion at the end of 2024, mainly due to the increase in

the value of investment real estate as a result of inflation (lease agreements are index-linked). The acquisition of

the mall in Kfar Saba in the second quarter of 2026 for more than half a billion NIS is expected to support a

further increase in the company's income-generating property portfolio to more than NIS 6.5 billion. This

acquisition supports continued growth in the income-generating property portfolio and in NOI, and is consistent

with the company's business strategy.

At the end of 2025, the average occupancy rate in Sella Capital's asset portfolio stood at approximately 91%,

similar to the previous year, and the portfolio was characterized by segmental diversification including properties

in the fields of offices, commerce, industry and logistics, parking lots and more. On the other hand, occupancy

rates at Beit Mani remained low, approximately 22% at the end of 2025. Additionally, in April 2026, the lease

agreement for Mizrahi-Tefahot Bank, which occupied about half of the space in the Moshe Aviv Tower, expired,

and the bank left the property. According to information provided by the company, about half of the spaces in

Beit Mani have been leased and are expected to be gradually occupied in the coming weeks. Consequently, the

average occupancy rate is expected to stand at about 90% according to the company's assessment, also taking

into account the vacated spaces in the Moshe Aviv Tower, which are currently undergoing initial renovation and

negotiations are underway for their leasing.

About 53% of the total NOI generated by the company in 2025 came from the office sector, which faces

challenges such as a tendency to shorten lease periods compared to the past and lengthening negotiations with

tenants, especially in less central areas. The accelerated momentum of artificial intelligence and its implications

for employment in the high-tech sector also exert negative pressure on the sector. These challenges are

reflected, in our estimation, in the pace of occupancy of vacated spaces in the company's office properties, such

as Beit Mani and the Moshe Aviv Tower. However, the dispersion of the company's assets, including the fact that

no single asset constitutes more than 10% of the total value of its asset portfolio, supports, in our estimation, its

ability to present adequate operational performance on average over time.

In 2025, Sella Capital presented growth of approximately 6.6% in NOI, which totaled approximately NIS 356

million compared to approximately NIS 334 million in 2024. This growth mainly reflects a growth of

approximately 6.4% in NOI from same-property assets, due to a real increase in rent and because of the inflation

environment (lease agreements are linked). In the first quarter of 2026, there was a further growth of

approximately 2.3% in total NOI compared to the same quarter last year, mainly due to growth in same-property

assets thanks to a real increase in rent and due to the effect of the index.
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Chart 1: Development of Asset Portfolio and NOI

This is an unofficial AI generated translation of the official Hebrew version and has no binding force. The only binding version is the official Hebrew

version. For more information, please review the legal disclaimer. .



The company's activity is characterized by geographical concentration, as it all takes place in Israel; however, the

company's assets are scattered throughout the country with a high presence in demand areas and without exposure

to a material property. Furthermore, to our understanding, the company has an adequate number of tenants, about

550 at the end of 2025, without exposure to a material tenant.

Financial Profile

Our assessment of Sella Capital's financial profile is supported by its financial policy, which focuses on maintaining a

leverage ratio of about 55% over time. In 2025, there was a decrease in leverage to about 53.2% from about 57.7%

at the end of 2024. This was mainly thanks to an equity issuance of about NIS 160 million and the accumulation of

current profits, net of dividend distribution, which contributed to the growth in equity, alongside a current cash flow

of about NIS 168 million which contributed to a moderate decrease in total adjusted debt. We expect that the

company will maintain a fairly stable balance sheet leverage ratio of about 55% in 2026-2027, assuming the exercise

of the warrants for conversion held by the company and taking into account the completion of the acquisition of the

mall in Kfar Saba. Maintaining adequate leverage gives the company flexibility in implementing its investment

strategy and continued high accessibility to the capital market.

The adjusted coverage ratio EBITDA to interest expenses improved to about 2.2x in 2025 from about 1.7x in 2024,

due to growth of about 7% in the EBITDA base, mainly thanks to growth in NOI from existing assets, and due to a

decrease in interest expenses considering the slowdown in inflation since most of the company's financial debt is

linked to the Consumer Price Index. We expect that single-digit growth in EBITDA in 2026-2027, among other things

thanks to the contribution of the Kfar Saba mall and a gradual increase in occupancy rates at Beit Mani, which will be

moderated by the evacuation of spaces in the Moshe Aviv Tower in 2026, will support the maintenance of a coverage

ratio of about 1.9x-2.4x in the next two years, a level appropriate for the rating.
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Table 1.

Sella Capital Real Estate Ltd. -- Financial Summary (Mil. NIS)

Industry Sector: Real Estate Investment Trust or Company

2025 2024 2023 2022 2021

Revenue 397.0 371.0 353.6 315.3 260.6

EBITDA 323.2 301.2 293.3 269.5 213.1
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2025 2024 2023 2022 2021

Funds from operations (FFO) 245.4 237.2 233.3 226.1 171.5

Interest expense 146.4 174.7 143.3 159.3 78.0

Cash flow from operations 167.8 185.5 183.9 227.0 179.8

Capital expenditure 0.3 0.3 0.0 208.9 0.0

Free operating cash flow (FOCF) 167.5 185.2 183.9 18.1 179.8

Discretionary cash flow (DCF) 36.5 61.4 183.9 18.1 179.8

Cash and short-term investments 205.9 59.7 153.2 25.3 408.6

Debt 3,148.6 3,311.5 2,834.6 2,844.8 1,914.4

Equity 2,767.4 2,424.5 2,309.3 2,230.1 2,064.7

Adjusted ratios

EBITDA margin (%) 81.4 81.2 82.9 85.5 81.8

EBITDA interest coverage (x) 2.2 1.7 2.0 1.7 2.7

Debt/EBITDA (x) 9.7 11.0 9.7 10.6 9.0

FFO/debt (%) 7.8 7.2 8.2 7.9 9.0

FOCF/debt (%) 5.3 5.6 6.5 0.6 9.4

DCF/debt (%) 1.2 1.9 6.5 0.6 9.4

Debt/debt and equity (%) 53.2 57.7 55.1 56.1 48.1

Liquidity

Sella Capital's liquidity level is "Adequate", as we estimate that the ratio between sources with a high level of certainty and the

company's uses will be about 1.2x in the 12 months starting April 1, 2026. Our evaluation is supported mainly by stable cash flows

from the income-generating property portfolio, by the company's credit facilities and by the proceeds of the BONDS issued by the

company, compared to the volume of debt maturities. We estimate that the company will maintain a surplus of sources over uses

even in a scenario of a 10% decrease in EBITDA, as a result of good access to banks and the capital market and due to its risk

management policy. Our assessment of the company's liquidity level is also supported by the fact that most of the company's real

estate assets are unencumbered, which gives it financial flexibility if necessary.
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Sella Capital Real Estate Ltd.

The following are the main sources and uses of the company in the 12 months starting April 1, 2026:

Main Sources Main Uses

Cash and cash equivalents of approximately NIS

347 million.

Committed credit facilities of approximately NIS

300 million.

Cash FFO (funds from operations) of approximately

NIS 250-280 million.

Proceeds from the issuance of BONDS and exercise

of warrants for conversion in a total amount of

approximately NIS 428 million (completed).

Current maturities of BONDS, long-term loans, and

commercial papers totaling approximately NIS 627

million.

Current investments in assets (capex) of

approximately NIS 10-30 million.

Payment of the remaining consideration for the

acquisition of Kfar Saba Mall in the amount of

approximately NIS 350 million (completed).

Dividend distribution totaling NIS 36.5 million.

Covenant Analysis

As of March 31, 2026, the company has an adequate margin on its financial covenants, and we estimate that it will

maintain an adequate margin on all its financial covenants in the near term.

Rating Adjustments

Business distribution: Neutral (no effect)

Capital structure: Neutral (no effect)

Liquidity: Adequate (no effect)

Financial policy: Neutral (no effect)

Management and Corporate Governance: Neutral (no effect)

Peer group comparison: Neutral (no effect)

Environmental, Social, and Corporate Governance Factors

ESG factors have no material impact on the credit rating analysis of Sella Capital Real Estate Ltd.

Recovery Analysis

Main Considerations

We affirm the 'ilAA' rating, one rating level (notch) above the issuer rating, for Sella Capital's BONDS series (Series

C, D, and E). The recovery rating for these series is '2', reflecting our assessment that given a hypothetical default

scenario, the recovery rate will be 70%-90%.

Our assessment of the recovery rate reflects the current leverage level and the lack of material senior secured

bank debt.
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Main guidelines for a hypothetical default scenario

Hypothetical default event year: 2031

A deep recession in the Israeli economy and a significant increase in the unemployment rate will lead to a crisis in

the real estate sector and a significant decrease in the demand for rental spaces. As a result, there will be a

decrease in occupancy rates, rental fees, asset values, and the company's cash flows to a level below the needs of

principal and interest service.

The company will continue to operate as a going concern, an assessment supported by the locations of the

projects and assets it owns.

The value of income-producing real estate will decrease by 40% considering the quality and location of the assets

and the need for quick liquidation.

During the hypothetical deterioration, the company will use most of its remaining excess cash.

The company will continue to operate as a going concern, an assessment supported by the central locations of its

assets that will allow it to obtain refinancing to repay some of its liabilities.

Basic payment waterfall at time of default

Going concern value (gross) according to asset value: approx. NIS 3.8 billion

Administrative costs: 5%

Available value for debt coverage: approx. NIS 3.6 billion

Total senior bank debt: approx. NIS 267 million (including credit facility utilization)

Available value for unsecured debt coverage: approx. NIS 3.3 billion

Total unsecured debt: approx. NIS 3.8 billion

Unsecured recovery assessment (Series C, D, and E): 70%-90%

Debt data includes semi-annual accrued interest.

Impact of recovery assessment on the debt rating relative to the issuer rating

Recovery assessment in

percentages
Description

Recovery assessment

score

Series rating

above/below

the issuer rating

100%
Expected full

recovery
+1 +3 notches

100%-90% Very high recovery 1 +2 notches

90%-70% High recovery 2 +1 notch

70%-50% Significant recovery 3 0 notches

50%-30% Average recovery 4 0 notches

30%-10% Modest recovery 5 -1 notch

10%-0% Negligible recovery 6 -2 notches

Recovery ratings are limited in certain countries to account for reduced recovery prospects in those countries. Recovery ratings for

unsecured debt issuances are also generally limited (for more information see step 6, paragraphs 90-98 of the Corporate

Methodology: Recovery Ratings for Non-Financial Corporates, December 7, 2016).
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In order to bring the financial data to a common basis compared to other rated companies, we make adjustments to

the data reported in the financial reports, which are used by us in calculating the financial ratios. Below are the main

adjustments to the consolidated data of Sella Capital Real Estate Ltd. for 2025:

Offsetting available cash and cash equivalents, as defined by us, from the reported financial debt.

Increasing EBITDA by reducing share-based compensation costs from cost of sales.

Using cash interest for FFO calculation purposes.

Table 2.

Sella Capital Real Estate Ltd.--Reconciliation Of Reported Amounts With S&P Global Ratings-Adjusted

Amounts (Mil. NIS) for the Fiscal Year Ended Dec 31, 2025

Debt EBITDA

Interest

expense

S&P

Global

Ratings-

adjusted

EBITDA

Cash flow

from

operations

Reported Amounts 3,354.5 314.1 142.0 323.2 241

S&P Global Ratings adjustments

Cash interest paid -- -- -- (77.8) --

Accessible cash and liquid investments (205.9) -- -- -- --

Reclassification of interest and dividend

cash flows
-- -- -- -- -73

EBITDA: Share-based compensation

expense
-- 9.2 -- -- --

Depreciation and amortization: Asset

valuation gains/losses
-- -- -- -- --

Interest expense: Other (situational) -- -- 4.4 -- --

Total adjustments (205.9) 9.2 4.4 (77.8) (73.4)

S&P Global Ratings adjusted amounts

Debt EBITDA

Interest

expense

Funds

from

operatio

ns

Cash flow

from

operations

Adjusted 3,149 323 146 245 168

Methodology and Related Articles

Methodology - General: S&P Rating Principles , February 16, 2011

Methodology - General: Industry Risk, November 19, 2013
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Methodology: Key Rating Factors For Real Estate Companies, February 26, 2018

Methodology: Methodology for Calculation of Financial Ratios and Adjustments, April 1, 2019

Methodology - General: Group Rating Methodology:, July 1, 2019
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Sella Capital Real Estate

Ltd.
Rating Date of first publication Date of last update

Issuer Rating(s)

Short term ilA-1+ 10/05/2022 29/05/2025

Long term ilAA-\Stable 10/05/2022 29/05/2025

Issuance Rating(s)

commercial papers

Series 1 ilA-1+ 10/05/2022 29/05/2025

Senior unsecured debt

Series E ilAA 11/03/2024 29/05/2025

Series C ilAA 10/05/2022 29/05/2025

Series D ilAA 10/05/2022 29/05/2025

Issuer Rating History

Long term

May 10, 2022 ilAA-\Stable

Short term

May 10, 2022 ilA-1+

Additional Details

Time when event occurred 11/06/2026 11:11

Time when event first became known 11/06/2026 11:11

Rating initiator The rated company
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Sela Capital Real Estate Ltd.

S&P Maalot is the commercial name of "S&P Global Ratings Maalot Ltd.". For the list of the most updated ratings

and for additional information about the credit rating monitoring policy, please refer to the S&P Global Ratings

Maalot Ltd. website at www.maalot.co.il

All rights reserved ©. No part of the content (including ratings, analyses and information related to ratings,

assessments, models, software and its products), or any part thereof (hereinafter, "the Content"), may be modified,

reverse engineered, reproduced, distributed in any form or by any means, or stored in a database or information

retrieval system, without obtaining the prior written consent of S&P Global Ratings Maalot Ltd. or its affiliates

(hereinafter, "S&P"). The Content shall not be used for any illegal or unauthorized purposes. S&P and third parties

providing services to it, including their directors, officers, shareholders, employees, or agents (hereinafter,

collectively, "S&P and Related Parties") do not guarantee the accuracy, completeness, timeliness, or availability of

the Content. S&P and Related Parties are not responsible for any errors or omissions (whether resulting from

negligence or not), for any reason whatsoever, for the results resulting from the use of the Content, or for the

security or maintenance of any information provided by users. The Content is provided on an AS-IS basis. S&P and

Related Parties make no warranties or representations, express or implied, including, but not limited

to, the satisfactory quality or fitness for such or another purpose, the absence of bugs, software

errors or defects, that the operation of the Content will not be interrupted or that the Content will

operate with any software or hardware configuration. In any case, S&P and Related Parties shall not be

liable for any direct and/or indirect damages of any kind and type, including incidental or consequential damages,

exemplary damages, punitive damages or special damages, costs, expenses, legal expenses or losses (including,

without derogating from the generality of the foregoing, damages for loss of income or profits, loss of business

opportunities or losses caused by negligence), which were caused in connection with the use of the Content, even

if they were informed in advance of the possibility of such damages.

Ratings and other analytical analyses, including the ratings and other information included in the Content,

constitute an expression of opinion that is correct as of the date of its publication and do not constitute a

statement of fact. S&P's ratings and other analytical analyses do not constitute a recommendation to purchase,

hold or sell any securities, or to make any investment decision, and do not address the suitability of any securities.

S&P assumes no obligation to update the Content after its publication in any form or format. The Content should

not be relied upon in making an investment decision or other business decisions, and it is not a substitute for the

skills, judgment or experience of users, their management, employees, advisors and/or clients in making such

decisions. S&P does not serve as an "expert" or an investment and/or securities advisor, except where it is

registered as such. Rating reports are correct as of the date of their publication. S&P updates rating reports

following current monitoring of events or annual monitoring.

S&P collects information from sources it believes to be reliable, but does not audit the information and is not

obligated to perform due diligence or independent verification of the information it receives. S&P publishes rating-

related reports for various reasons that are not necessarily the result of a rating committee, including the

publication of a periodic update regarding credit rating and related analyses.

In order to maintain the independence and objectivity of the activities of the various S&P units, S&P maintains a

separation between these activities. As a result, certain units may have information that is not available to other

S&P units. S&P has established procedures and processes to maintain the confidentiality of certain non-public

information received in connection with any analytical process it performs.

S&P receives financial compensation for providing the rating services and analytical analyses it performs, usually
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