
 

 

 

 

 

 

 

 

 

 

 

FUND COMMENTARY 

  

 ODIN Eiendom and the real estate sector had marginally negative returns in February. We 

continue to experience large fluctuations in real estate stocks, largely driven by movements in 

interest rates. President Trump's statements and threats of new tariffs and various sanctions 

against trading partners are contributing to increased volatility on stock markets around the 

world and have created a "risk-off" sentiment in the market. This is reflected not least in the 

yield on the US 10-year Treasury bond, which has fallen by almost 35 basis points in February. 

 

Strong growth in profit from property management in the fourth quarter 

Although market capitalizations for our companies continue to fluctuate, the reports for the 

fourth quarter show strong fundamentals and robust balance sheets. This provides good 

opportunities for both dividends and future expansion. In the fourth quarter, rental income 

increased by 9 percent compared with the previous year. The positive development is due to a 

combination of a high indexation of leases of 5-6 percent in Sweden and expansion of the 

property portfolio through acquisitions and completed projects.  

 

Profit from property management for the companies in the portfolio increased by a median of 

as much as 30 percent, driven by strong growth in rental income and good cost control. In 

addition, lower interest expenses have played a significant role. The money market rate in 

Sweden (STIBOR 3M) fell from 4.0 per cent in December 2023 to 2.5 per cent in December 

2024 and further to 2.3 per cent at the end of February this year. Cash flow per share increased 

by 13 percent, as more companies raised capital through new issues to finance acquisitions and 

projects, as well as reduce loan-to-value ratios. 

 

Overall, the fourth quarter reports were good, despite a slight increase in the vacancy rate. 

However, we believe this is manageable, as the new supply is likely to remain low in the 

coming years due to low investment levels since 2022. Our companies have strong positions in 

their core markets and we expect increased market share to come through transactions rather 

than new projects. This also helps to limit the increase in supply.  

 

The importance of a clear capital allocation discipline 

We prefer companies that can reinvest their cash flow in projects or transactions where returns 

exceed their required rate of return. This drives maximum growth in value creation per share in 

the long term. At the same time, we like companies with good capital allocation discipline, 

where excess capital is either reinvested efficiently or distributed to shareholders through 

buybacks or dividends. We prefer that surplus capital is distributed directly to shareholders, 

rather than being accumulated in the company at a low interest rate. This gives us as 

shareholders the opportunity to allocate our equity to the investments that we believe will 

provide the best returns. 

 

The dividend yield in the fund is currently 1.2 percent, which is an increase from the previous 

year, when dividends often were withheld due to uncertainty related to the interest rate 

environment. The companies in ODIN Eiendom now have a weighted interest coverage ratio of 

2.6 times and a net debt to operating income before depreciation and amortization ratio of 10.3 

times, giving them a solid financial position for expansion and dividend capacity. 

 

When it comes to capital allocation, our advice to companies that trade at a significant discount 

to net asset value and a low cash flow multiple is to buy back shares. This is the best way to 

signal to the market that management has strong faith in the company's underlying values and 

future value creation. At the same time, it gives shareholders an opportunity to increase their 

ownership without having to buy more shares themselves. 

 

Good start to the year for the transaction market 

We are only a little over two months into the new year, but the transaction statistics for January 

show a very positive start for the transaction market. The transaction value has increased by 17 

percent compared to the previous year and amounted to EUR 1.7 billion in 130 transactions. 

We believe in good growth in Sweden, where real interest rates are close to zero and real estate 

tends to do well in such an environment. We expect the strong transaction market to continue as 

favourable financing costs now enable more transactions.  

 


