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Rating Action Overview

- Operating fundamentals continue to improve, led by a strong recovery to senior housing
operating property (SHOP) assets that we project will be sustained for at least the next two
years.

- We revised our outlook to stable from negative and affirmed our 'BBB+' issuer credit rating on
the company.

- The stable outlook on Ventas reflects our view that improved operating performance will result
in adjusted debt to EBITDA declining to the low-7x area in 2022, with continued improvement to
the mid-6x area in 2023. We project Ventas' SHOP assets will exhibit continued sequential
improvement from the trough in occupancy in March 2021, and that a full recovery to the
pre-pandemic occupancy rate is likely to occur in approximately two years.

Rating Action Rationale

Ventas' senior housing assets are in the midst of a strong recovery from the trough related to
the pandemic. Ventas' SHOP assets generated same-property net operating income (NOI) growth
of 14.2% (excluding government grants) in the first quarter of 2022, and we project several years
of above-average growth for this property type after significant cash flow deterioration during the
height of the COVID-19 pandemic. We view senior housing properties as needs-based, and note
that this property type held up relatively better than most traditional REITs during prior
recessionary periods such as the financial crisis of 2007-2008. However, government-imposed
restrictions on move-ins, tours, and family visits (among others) greatly slowed the rate of
move-ins from April 2020 to March 2021. This caused a significant drop in Ventas' same property
SHOP occupancy, from 89.4% in the fourth quarter of 2019 to a trough of 78.8% in the first quarter
of 2021.

Since bottoming in early 2021 occupancy has steadily recovered, ending the first quarter of 2022
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at an average of 83% (420 basis points above prior year), undeterred by the increase in COVID-19
cases related to the Omicron variant. While risks of additional variants remain, we do not expect
them to materially alter the recovery's current trajectory. We expect the rate of move-ins to
continue to exceed the rate of move-outs over the next two years given healthy demographic
trends (rapidly aging population combined with a needs-based facility type) and a favorable
supply backdrop (new construction starts returned to levels not seen in a decade due to rising
construction costs and tighter bank-lending standards). As a result, we expect occupancy to
recover to its pre-pandemic level in about two years, with modest upside beyond that level given
tailwinds that are unlikely to abate during that period (the 80-plus age cohort is projected to grow
at a significantly faster rate than the overall population in each of the next three decades).
Moreover, rental rate growth has strengthened and should outpace inflationary cost pressures.
This combination of rental rate growth and improving occupancy should drive same-property NOI
growth in the 6%-10% range in both 2022 and 2023, led by SHOP same-property NOI growth of
12%-20%.

Credit protection measures are projected to improve significantly over the next two years. As
a result of EBITDA deterioration over the past two years, trailing 12-month adjusted debt to
EBITDA weakened to 7.7x at year-end 2021 and remained there in the first quarter of 2022. We
think Ventas' investment activity will slow from recent years and expect growth to largely be
financed with a combination of asset sales, free cash flow, and equity issuance. Given the
projected improvement to operating performance, we expect adjusted debt to EBITDA to improve
to the low-7x area in 2022 before reaching the mid-6x area in 2023. Over the longer term, we
expect Ventas to operate with adjusted debt to EBITDA around 6x.

Ventas' other key credit metrics are also likely to improve modestly over the next two years, with
fixed-charge coverage (FCC) improving to the high-3x area (from 3.1x at year-end 2021) and debt
to undepreciated capital remaining relatively stable in the low-40% area (39.9% as of year-end
2021). We think Ventas maintains strong liquidity levels, with a well-laddered debt maturity
schedule that is predominantly fixed rate (87.2% of total enterprise debt as of March 31, 2022).

Outlook

The stable outlook on Ventas reflects our view that improved operating performance will result in
adjusted debt to EBITDA declining to the low-7x area in 2022, with continued improvement to the
mid-6x area in 2023. We project Ventas' SHOP assets will exhibit continued sequential
improvement from the trough in occupancy in March 2021, and that a full recovery to the
pre-pandemic occupancy rate is likely to occur in approximately two years.

Downside scenario

We could lower the rating by one notch if:

- Credit metrics fail to improve from current levels, perhaps as a result of debt-financed
acquisitions, with adjusted debt to EBITDA remaining above 7.5x or FCC declining below 3.1x for
a sustained period; or

- Operating performance fails to recover near pre-pandemic levels over the next two years, with
occupancy in SHOP remaining in the low- to mid-80% area, impairing our longer-term view of
that facility type.
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Upside scenario

While highly unlikely over the next two years, we could raise our ratings by one notch if:

- The company grows its scale while materially shrinking its exposure to SHOP assets, as these
properties exhibited significant cash flow volatility during the pandemic and adversely impact
our view of the company's profitability; and

- Ventas' credit protection measures improve and management commits to a more conservative
financial policy, with adjusted debt to EBITDA declining to the low 5x area.

Company Description

Ventas, the second-largest health care REIT, owns approximately 1,260 properties throughout the
U.S., Canada, and the U.K., with undepreciated real estate assets totaling roughly $30.6 billion
and an enterprise value of $37.3 billion as of March 31, 2022. Its diversified portfolio consists of
the following: senior housing facilities, which account for 51% of the company's NOI (split between
investments structured through the REIT Investment Diversification and Empowerment Act
[RIDEA; 37%] and triple-net leases [14%]); medical office buildings (21%); life science research
and innovation (9%); IRFs and LTAC facilities (8%); health systems (7%); and other
facilities/investments (4%).

Our Base-Case Scenario

- The recent rapid spread of the omicron variant highlights the inherent uncertainties of the
pandemic but also the importance and benefits of vaccines. While the risk of new, more severe
variants displacing omicron and evading existing immunity cannot be ruled out, our current
base case assumes that existing vaccines can continue to provide significant protection against
severe illness. Furthermore, many governments, businesses, and households around the world
are tailoring policies to limit the adverse economic impact of recurring COVID-19 waves.
Consequently, we do not expect a repeat of the sharp global economic contraction of
second-quarter 2020. Meanwhile, we continue to assess how well individual issuers adapt to
new waves in their geography or industry;

- U.S. real GDP increases 3.2% in 2022 and 2.1% in 2023;

- Unemployment rate of 3.6% in 2022 and 3.5% in 2023;

- Cash same-property NOI increases 6%-10% in both 2022 and 2023;

- Acquisitions of approximately $1 billion-$2 billion per year;

- Annual development funding of $400 million-$500 million; and

- Dispositions of approximately $500 million-$1 billion annually;

- Modest equity issuance to fund growth in a deleveraging manner; and

- Common dividends of approximately $700 million-$900 million in each of the next years.

Based on these assumptions, we arrive at the following credit metrics:

- Adjusted debt to EBITDA improves to the low-7x area by year-end 2022, with additional
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improvement to the mid-6x area in 2023;

- FCC improves to the mid-3x area in 2022 and to the high-3x area in 2023; and

- Debt to undepreciated capital remains in the low-40% area over the next two years.

Liquidity

Our short-term rating on Ventas is 'A-2', which reflects our long-term issuer credit rating on the
company and our assessment of its liquidity as strong. As of March 31, 2022, there was $637
million borrowed under the company's commercial paper program.

Our assessment of the company's liquidity profile incorporates the following expectations and
assumptions:

- Liquidity sources will exceed uses by at least 1.5x over the next 12 months;

- Liquidity sources less uses will be positive, even if forecast EBITDA declines by 15% (a
REIT-specific threshold for strong liquidity);

- Sufficient covenant headroom for forecast EBITDA to decline 15% without the company
breaching covenant tests, and debt is at least 15% below covenant limits;

- The likely ability to absorb high-impact, low-probability events without refinancing;

- A generally high standing in the credit markets; and

- Well-established relationships with banks.

Principal liquidity sources

- Unrestricted cash and cash equivalents of $150 million as of March 31, 2022;

- Approximately $2.04 billion of availability under the company's $2.75 billion revolving credit
facility that matures in Jan. 2025 (excluding two six-month extensions at the company's
option);

- $1 billion of availability under the company's at-the-market equity offering program; and

- Projected funds from operations of $1.3 billion-$1.6 billion over each of the next two years.

Principal liquidity uses

- Principal mortgage amortization of $40 million-$60 million per year;

- Maintenance capital expenditures of $150 million-$200 million annually;

- $46.1 million of acquisitions subsequent to March 31, 2022;

- Unfunded active development and redevelopment projects totaling approximately $631 million
as of March 31, 2022; and

- Common dividends of $700 million-$900 million per year.
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Covenants

Ventas was comfortably in compliance with its revolving credit facility, term loan, and senior note
covenants as of March 31, 2022. We believe the company will maintain sufficient cushion on each
of its covenants over the next 24 months.

Requirements:

Unsecured revolving credit facility and term loan covenants:

- Total debt to gross asset value (not to exceed 60%) was 37% as of March 31, 2022;

- Secured debt to gross asset value (not to exceed 40%) was 7% as of March 31, 2022;

- Unsecured debt to unencumbered gross asset value (not to exceed 60%) was 36% as of March
31, 2022; and

- FCC (must be at least 1.5x) was 3.7x as of March 31, 2022.

Senior note covenants:

- Incurrence of debt (not to exceed 60%) was 37% as of March 31, 2022;

- Incurrence of secured debt (not to exceed 50%) was 7% as of March 31, 2022;

- Maintenance of unencumbered assets (must be at least 150%) was 292% as of March 31,
2022; and

- Consolidated EBITDA to interest expense (which must be at least 1.5x) was 4.4x as of March 31,
2022.

Environmental, Social, And Governance

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

ESG factors are an overall neutral consideration in our credit rating analysis of Ventas.
Environmental factors that affect real estate companies typically include the need to use energy
to heat or cool buildings. Tenants are increasingly looking for energy efficient buildings, although
the demand and pricing for this factor varies by region, tenant type, and real estate asset class.
We view Ventas as broadly in line with the real estate sector as a whole in terms of environmental
risks. Ventas has set a variety of environmental goals to meet by 2028 which it is largely on track
or ahead of target to meet (the company is slightly behind on water intensity reduction). For
example, through year-end 2020, Ventas had reduced scope 1 and 2 emissions by 13.5% since
2018, and had reduced scope 3 emissions by 11.1% over that same time frame, primarily because
of reduced electricity driven by investments in energy efficient projects and operator engagement.

Its large exposure to senior housing operating properties (SHOP) led to a deterioration in cash
flows, as occupancy was pressured due to government-imposed restrictions on move-ins. In fact,
occupancy in Ventas' SHOP assets fell from a pre-pandemic level of 89.4% to a trough of
approximately 78.8% in first quarter 2021. We're currently seeing a recovery in occupancy that
should persist over the near-to-intermediate term (occupancy reached 83.3% in April 2022,
buoyed by the stability and relative strength of Ventas' Canadian assets). We incorporate this
increased cash flow volatility within the issuer's profitability and leverage/cash flows. The aging
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population remains a powerful long-term tailwind for all health care REIT facility types.

Issue Ratings - Subordination Risk Analysis

Capital structure

For real estate companies, we typically rate senior unsecured debt at the same level as our
long-term issuer credit rating unless the percentage of secured debt exceeds 35% of total
undepreciated assets. The majority of Ventas' properties are unencumbered.

Analytical conclusions

The ratio of secured debt to undepreciated asset base was 7% as of March 31, 2022, which is
below the threshold of 35%. Therefore, we rate the company's unsecured debt 'BBB+', the same
level as our long-term issuer credit rating.

Ratings Score Snapshot

Issuer credit rating: BBB+/Stable/A-2

Business risk: Satisfactory

- Country risk: Very low

- Industry risk: Low

- Competitive position: Satisfactory

Financial risk: Intermediate

Anchor: bbb

Modifiers

- Diversification/portfolio effect: Neutral (no impact)

- Capital structure: Neutral (no impact)

- Financial policy: Neutral (no impact)

- Liquidity: Strong (no impact)

- Management and governance: Satisfactory (no impact)
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- Comparable rating analysis: Positive (+1 notch)

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

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

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

- General Criteria: Country Risk Assessment Methodology And Assumptions, 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

Related Research

- Real Estate Monitor: Rising Inflation, Rate Hikes Cloud Outlook For U.S. Real Estate Issuers,
March 30, 2022

- ESG Credit Indicator Report Card: Real Estate, Dec. 14, 2021

Ratings List

Ratings Affirmed

Nationwide Health Properties Inc.

Senior Unsecured BBB+

Ventas Canada Finance Ltd.

Senior Unsecured BBB+

Ventas Realty L.P.

Senior Unsecured BBB+

Commercial Paper A-2
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Ratings Affirmed; Outlook Action

To From

Ventas Inc.

Ventas Capital Corp.

Nationwide Health Properties Inc.

Issuer Credit Rating BBB+/Stable/-- BBB+/Negative/--

Ventas Realty L.P.

Issuer Credit Rating BBB+/Stable/A-2 BBB+/Negative/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. 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.
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