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Moody's ratings reflect Ventas' (VTR) position as one of the largest healthcare REITs and
its diversification among multiple property types, business models, and operators within
the healthcare real estate market. Other key credit strengths include its modest use of
secured debt and large, high-quality unencumbered asset pool. Ventas also derives most of
its income from private pay sources, limiting its exposure to government reimbursement risk.
These positive factors are offset by earnings volatility and operational risk associated with
its taxable REIT subsidiary senior housing operating portfolio. Senior housing fundamentals
have been challenged over the past few years due to new supply and rising labor costs. The
coronavirus pandemic has presented even more acute challenges for the industry, as health
and safety concerns have caused a steep decline in occupancy and cash flows. We regard
the coronavirus outbreak as a social risk under our ESG framework, given the substantial
implications for public health and safety. Ventas' strong liquidity position and financial
profile, as well as its property type diversification, are viewed as key credit strengths given the
operating risks.
Exhibit 1

Leverage is at the high end of expected range

Contacts
Lori Marks
VP-Sr Credit Officer
lori.marks@moodys.com

+1.212.553.1098

Net Debt + Preferred / EBITDA

Upgrade rating driver

Downgrade rating driver

8.0x

7.5x
7.0x

Philip Kibel
+1.212.553.4402
Associate Managing Director
philip.kibel@moodys.com

6.5x

6.0x
5.5x
5.0x

4.5x

CLIENT SERVICES

4.0x

Americas

1-212-553-1653

Asia Pacific

852-3551-3077

Japan

81-3-5408-4100

EMEA

44-20-7772-5454

2017

2018

2019

For the LTM ended December 31, 2020
Source: Moody's Financial Metrics™

Credit strengths
» Increasing size and scale across multiple property sub-segments
» High proportion of income derived from private pay sources
» Strong liquidity and capital access
» Large, high-quality unencumbered asset base
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Credit challenges
» Volatility in earnings from senior housing operating assets
» Weak senior housing performance, uncertain trajectory of recovery post-COVID
» High leverage for the rating category

Rating outlook
The negative outlook reflects risks Ventas faces in its senior housing business, as the coronavirus outbreak is causing acute occupancy
and cash flow pressure across the industry. We expect Ventas' credit metrics, particularly Net Debt/EBITDA, will deteriorate as a result
of these operating challenges.

Factors that could lead to an upgrade
» Reduction in net debt to EBITDA below 5.0x
» Effective leverage closer to 30%
» Secured debt remaining below 10% of gross assets
» Fixed charge coverage in excess of 4.5x
» Reduction in operator/manager concentration with top two tenants/operators comprising less than 20% of NOI on a combined
basis

Factors that could lead to a downgrade
» Net debt to EBITDA remaining above 6.5x on a sustained basis
» Secured debt increase to the mid-to-high teens as % of gross assets
» Material operating weakness translating into fixed charge coverage below 3.5x
» Any liquidity challenges, including materially diminished covenant cushion

Key indicators
Exhibit 2

Ventas Realty, Limited Partnership
12/31/2020

12/31/2019

12/31/2018

Gross Assets (USD Billion)

$31.8

$31.8

$29.3

12/31/2017

$29.9

Total Debt + Pfd Stock / Gross Assets

38.1%

39.3%

38.1%

39.0%

Net Debt / EBITDA

6.4x

6.5x

5.6x

5.9x

Secured Debt / Gross Assets

7.1%

6.8%

4.2%

4.4%

Fixed Charge Coverage

3.7x

4.0x

4.2x

4.3x

All ratios are based on 'Adjusted' financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations.
Source: Moody’s Financial Metrics™

Profile
Ventas, Inc. [NYSE: VTR] is a healthcare REIT with a diverse portfolio of about 1,200 assets in the United States and Canada consisting
of seniors housing communities, medical office buildings, university-based research and innovation centers, inpatient rehab facilities
and long-term acute care facilities, health systems and skilled nursing facilities.
This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Detailed credit considerations
Leverage has increased due to decline in senior housing operations
Ventas's leverage is modest as measured on a book basis, with Debt + Preferred as % of gross assets of 38% as of 4Q20, consistent
with where it stood as of YE19 and YE18. However, Net Debt/EBITDA has risen as a result of EBITDA declines associated with its senior
housing operations that have been under significant pressure during the pandemic. Net Debt/EBITDA was 6.4x for 2020, which is above
the 5.0x-6.0x range we generally expect the REIT to maintain as it seeks strategic growth. Ventas has levers, including common equity
and asset sales, that it could employ should senior housing weakness continue to pressure leverage. Secured debt remains modest
at 7% of gross assets as of 4Q20 and we expect modest use of secured debt going forward as the REIT is committed to a largely
unsecured capital structure. Ventas has demonstrated broad access to multiple forms of public and private capital throughout various
market cycles, which is critical to its growth and diversification strategy.
Large platform diversified across multiple segments of healthcare, senior housing remains the weak spot
Ventas is one of the largest healthcare REITs, with gross assets at $31.8 billion as of 4Q20. Much of the REIT's growth has been
accomplished through large portfolio/corporate acquisitions, with one recent example being its $1.8 billion investment in a high-quality
Canadian senior housing portfolio in partnership with Le Group Maurice (LGM) executed in 2019. The LGM portfolio enhanced Ventas'
geographic diversification and growth profile, and has been outperforming the US senior housing business through the pandemic. As of
4Q20, Ventas' portfolio includes senior housing assets (30% of NOI derived from senior housing operating assets and 18% from senior
housing triple-net leases), medical office buildings (22%), university-based research and innovation centers (8%), inpatient rehab and
long-term acute care facilities (8%), US health systems (7%), loans (4%), skilled nursing (1%) and international hospitals (1%).
Exhibit 3
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Source: Company's SEC filings, Moody's Investors Service

Ventas' overall asset quality is considered very good, particularly within its university-based research and innovation business which has
been the best performing segment within its same-store portfolio in recent years. The REIT's senior housing operating portfolio is welldiversified geographically between the US (71% of NOI) and Canada (29%), with the Canadian assets outperforming due to less severe
impact from the pandemic and less competitive pressures. Within the US, Ventas is experiencing similar pressure between its primary
and secondary markets through the pandemic, with same-store NOI declining 33% and 32%, respectively for FY20.
We expect senior housing operations will remain weak throughout 2021, with cash flows bottoming by mid-2021 before then gradually
recovering over the second half of the year. Ventas has experienced material occupancy declines, with average occupancy down 8.7%
for 4Q20 versus the prior year and we expect recovering occupancy will be a multi-year process. At the same time, expense pressures
from labor and supplies will likely continue through 2021. Positively, we note that supply pressure is easing as new starts have declined
significantly and demographic tail winds from the aging baby boomers will provide a long term boost to demand.
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Senior housing operations are volatile, while triple-net and specialized office provide stability and growth
Ventas has increased operating cash flows through its continued growth and diversification. The REIT’s EBITDA margins fluctuate
based on its changing business mix as it grows, as MOBs, university-based research and innovation centers, triple-net leases and senior
housing operating assets each have different levels of profitability for the REIT. Ventas’ senior housing operating assets offer more
earnings potential (the REIT earns property level NOI, after paying taxes and third-party management fees), but also more volatility
versus the traditional triple-net lease structure. Ventas’ MOB portfolio is high quality and a relatively stable business expected to have
low earnings volatility through business cycles, while the university-based research and innovation business has high growth potential.
Ventas' triple-net leased seniors housing portfolio had modest rent coverage of 1.3x for TTM 3Q20, down from 1.5x as of TTM 3Q19
due to weak operating fundamentals. The REIT has taken steps to restructure weaker credit leases and we don't expect material further
restructurings despite the challenging operating environment. Positively, we note that Ventas' senior housing operations have received
some government grants through the CARES Act to offset losses related to the pandemic. Ventas' fixed charge coverage has declined
due to senior housing cash flow declines, but remains strong at 3.7x for 2020. This is a key credit strength given the weakness and
volatility in its senior housing operations.

ESG considerations
We regard the coronavirus outbreak as a social risk under our ESG framework, given the substantial implications for public health and
safety.
Ventas maintains a consistent financial policy, publicly committing to maintaining leverage within a targeted range as it seeks
continued strategic growth. The REIT also has a prudent dividend policy, considering its statutory requirement to pay out a large
dividend to shareholders. Ventas reduced its dividend in 2020 in consideration of expected cash flow losses related to its senior
housing business as a result of the pandemic. Ventas also has a demonstrated commitment to environmental sustainability, with a
large number of Energy Star and LEED Certified buildings.

Liquidity analysis
Ventas maintains excellent liquidity, which is a key credit strength given the challenging operating environment. As of March 5, 2021
the REIT had $3.1 billion of liquidity including $2.7 billion undrawn capacity on its revolver and $0.4 billion of cash. The REIT recently
closed a new 4-year $2.75 billion facility that matures in January 2025. Upcoming maturities are modest with $0.6 billion due in 2021
and $1.1 billion in 2022. Ventas has publicly indicated plans to prepay its $400 million of 2023 notes in March 2021, leaving it with
about $1.2 billion due in 2023. The REIT expects to generate further liquidity with about $1 billion of asset sales in 2021, with proceeds
used for debt repayment and funding about $0.5 billion of re/development spend. Ventas' large, high-quality unencumbered asset pool
further enhances its financial flexibility.
Ventas also has a $1 billion unsecured U.S. commercial paper (CP) note program, which provides it with a cost-efficient alternative to
line of credit borrowings. Moody's expects Ventas to use this CP program as a more cost-efficient alternative to draws on its revolver,
and total short-term debt is expected to remain a modest component of the REIT's capital structure. We also expect the REIT will
retain ample line capacity on an ongoing basis, so that it may use its line as a backstop to refinance maturing CP should that market
become difficult to access.

Structural considerations
Ventas’ U.S. senior unsecured bonds and commercial paper notes are issued by Ventas Realty, Limited Partnership, a wholly-owned
subsidiary of Ventas, Inc. Certain series of outstanding U.S. bonds also have Ventas Capital Corporation as a co-issuer. Ventas Realty,
Limited Partnership and Ventas Capital Corporation are wholly-owned indirect subsidiaries of Ventas, Inc. Ventas, Inc. unconditionally
guarantees the issuers’ bonds and CP notes on a senior unsecured basis. Ventas also has issued Canadian bonds out of another whollyowned operating subsidiary, Ventas Canada Finance Limited, as a means of financing its modest sized Canadian business. These
bonds also have an unconditional guarantee on a senior unsecured basis from Ventas, Inc. Moody’s notes that the Ventas, Inc. parent
guarantee provides key ratings support for Ventas’ US and Canadian bonds and CP given that the majority of the REIT’s assets are held
in other operating subsidiaries (aside from Ventas Realty, Limited Partnership and Ventas Canada Finance) that do not guarantee the
bonds and CP. Moody’s notes that these other subsidiaries have very modest amounts of secured and unsecured debt, which leaves the
REIT with very strong coverage levels for both its US and Canadian bonds and CP. Further important structural considerations include:

4

29 March 2021

Ventas Realty, Limited Partnership: Update to credit analysis

FINANCIAL INSTITUTIONS

MOODY'S INVESTORS SERVICE

1) the REIT’s unsecured bank line is also issued out of Ventas Realty, LP and also lacks guarantees from other operating subsidiaries 2)
the guarantee for the US bonds is pari passu with the guarantee for the Canadian bonds and CP notes.

Rating methodology and scorecard factors
Exhibit 4

Ventas Realty, Limited Partnership

Current
FY 12/31/2020

REITs and Other Commercial Real Estate Firms Industry Scorecard [1][2]

Factor 1 : Scale (5%)

Moody's 12-18 Month Forward View
As of 3/17/2021 [3]

Measure

Score

Measure

Score

$31.8

Aa

$32 - $34

Aa

a) Market Positioning and Asset Quality

Baa

Baa

Baa

Baa

b) Operating Environment

Baa

Baa

Baa

Baa

a) Gross Assets (USD Billion)
Factor 2 : Business Profile (25%)

Factor 3 : Liquidity and Access To Capital (25%)
a) Liquidity and Access to Capital
b) Unencumbered Assets / Gross Assets

A

A

A

A

85.9%

A

80% - 90%

A

Factor 4 : Leverage and Coverage (45%)
a) Total Debt + Preferred Stock / Gross Assets

38.1%

Baa

35% - 40%

Baa

b) Net Debt / EBITDA

6.4x

Ba

6x - 6.5x

Ba

c) Secured Debt / Gross Assets

7.1%

A

5% - 10%

A

d) Fixed Charge Coverage

3.7x

Baa

3.5x - 4x

Baa

Rating:
a) Scorecard-Indicated Outcome

Baa1

b) Actual Rating Assigned

A3
Baa1

[1] All ratios are based on 'Adjusted' financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations.
[2] As of 12/31/2020
[3] This represents Moody's forward view; not the view of the issuer; and unless noted in the text, does not incorporate significant acquisitions and divestitures
Source: Moody's Financial Metrics™
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Ratings
Exhibit 5

Category
VENTAS REALTY, LIMITED PARTNERSHIP

Outlook
Senior Unsecured
Bkd Commercial Paper

Moody's Rating

Negative
Baa1
P-2

Source: Moody's Investors Service
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