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The credit rating of Setl Group, Ltd (hereinafter, the Company, Setl Group) has been affirmed to 
reflect the Company's still strong market positions, strong business profile, medium level of 
corporate governance, and high geographic diversification due to implementation of projects 
mostly in Saint-Petersburg. The still very low leverage and high coverage, along with the strong 
liquidity profile and very high profitability, result in the high assessment of the financial risk 
profile, while the medium cash flow continues to constrain the factor assessment. 

Setl Group is the largest residential real estate developer in the north-west of Russia, and the 
second largest player (in terms of the commissioned residential area) in the Russian construction 
market. In 2022, the Company commissioned 37 projects with the total floor space of 1.8 mln 
sq. m. According to the Unified Developer Resource as of May 1, 2023, the total floor space of 
apartments in the portfolio of projects under construction amounted to 1.6 mln sq. m, and, 
according to the Company, the total selling floor space of all projects under construction 
including integrated common areas and separate commercial buildings amounted to 1.7 mln sq. m. 

KEY ASSESSMENT FACTORS 

Very high industry risk. In the Agency's opinion, operation in the housing construction industry 
is a strong deterrent to the Company's rating. ACRA believes that the extension of the mortgage 
programs with state support until July 1, 2024, the expansion of terms of the family mortgage 
program, as well as the preservation of joint subsidized programs for some residential 
complexes with an increase in the subsidized rate to 4% per annum will prevent a plunge in the 
housing demand in the continuing geopolitical and macroeconomic uncertainty. At the same 
time, the reduction in the volume of new projects may not fully smooth out the excess supply in 
the primary housing market, which leads to a stagnation or even a decrease in prices. 

Strong market position and business profile. The Company's strong market position is due to 
its leadership among St. Petersburg developers in floor space commissioning in 2022 and in 
terms of demand in St. Petersburg and the Leningrad Region. Setl Group is the second-largest 
Russian developer in terms of floor space commissioned in 2022 and it is among the top five in 
terms of the volume of construction in progress at the beginning of May 2023. By the end of Q1 
2023, the Company's portfolio included 21 projects under construction (mainly of the "comfort" 
and "high comfort" classes). The terms and conditions for the implementation of the projects 
are stable, although the Company has no own production facilities. All sales of the Company are 
carried out through its own channel — the exclusive broker PDC "Petersburg Real Estate", which 
allows the Company to quickly consolidate information about the main trends and dynamics of 
the housing market in the region. 

mailto:elvira.yakubova@acra-ratings.ru
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https://www.acra-ratings.ru/ratings/issuers/41/?lang=en
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Large business size and very high profitability. Regardless a 20% decrease in sales in physical 
terms in 2022, the Company's sales in monetary terms increased by 3.9% (to RUB 133.7 bln) 
compared to 2021, which is due to a 30.7% excess of average apartment sales prices year-on-
year. In Q1 2023, the sales volume in monetary terms decreased by 25% y-o-y (to RUB 30 bln). 
This is explained mainly by the high comparative base, which, in turn, is due to the high demand 
in March 2022 and a significant increase in mortgage transactions in December 2022 amid 
expectations for the windup of the preferential mortgage program. 

By the end of 2022, the Company's revenue amounted to RUB 149.9 bln (a 20% increase against 
2021), and FFO before net interest and taxes was RUB 34.1 bln. ACRA expects a gradual 
smoothing of the Company's sales in H1 2023 and a moderate decrease (within 5%) in sales at 
the end of the year. In the Agency's opinion, the decline in sales in physical terms in the market 
relative to 2022 will probably not be offset by a higher level of average selling prices, as it was 
before, and the market volume in monetary terms may shrink. By the end of 2023, ACRA expects 
a slight decrease in the Company's revenue to RUB 147.3 bln. 

The weighted average FFO before net interest and taxes for the period from 2020 to 2025 will 
amount to RUB 30.3 bln, and the volume of the portfolio of projects under construction was 1.6 
million sq. m as of May 1, 2023, which, according to the Agency's methodology, is an indication 
of a large business size. The FFO before interest and taxes margin was 23% by the end of 2022, 
and in the forecast period (2023–2025), it may decrease to 20%. 

Very low leverage and very high interest coverage. The Company's credit portfolio is well-
diversified. In its calculation of the ratio of net debt to FFO before net interest, ACRA has 
adjusted the Company’s total debt for the amount of borrowed funds fully secured by funds 
held on escrow accounts and raised from homebuyers. Subject to this adjustment, the ratio of 
net debt to FFO before net interest amounted to 0.3x for 2022. The Agency expects this ratio to 
grow to 1.5x in 2023–2024. The weighted average (2020–2025) ratio of total debt to capital is 
0.6x, which, along with the abovementioned ratio of net debt to FFO before net interest, 
indicates a very low leverage of the Company. 

When assessing the coverage, the Agency takes into account interest payments for general 
corporate debt, while project finance interest payments are included in prime costs. The interest 
coverage has remained very high: in 2022, the ratio of FFO before net interest to net interest 
was 8.9x, and the weighted average ratio for the period from 2020 to 2025 is estimated at 8.0x. 

Strong liquidity and medium cash flow assessment. A strong assessment of the Company's 
liquidity is due to the presence of significant amounts of undrawn loans and a fairly comfortable 
repayment schedule for corporate debt. The weighted average FCF margin for the period from 
2020 to 2025 has remained negative, including due to expected dividend payments. ACRA 
believes that the payment of dividends amid a very low leverage, very high coverage and strong 
liquidity does not worsen the credit quality of the Company, and therefore its cash flow is 
assessed as medium according to ACRA's methodology. Starting from 2024, the Agency expects 
the FCF margin to increase after escrow accounts are unlocked. 

Medium level of corporate governance. ACRA notes the successful and consistent 
implementation of the Company's development strategy, the presence of a board of directors 
(which includes an independent director) and board committees, as well as an adequate level of 
risk management system. The Company prepares annual and interim consolidated IFRS financial 
statements and discloses key operational indicators, which is positively assessed by the Agency 
as part of the Financial Transparency sub-factor. 

KEY ASSUMPTIONS  

– Project completion and sales as planned. 

– ACRA's estimates include only projects under construction and projects expected to be 
completed in accordance with the Company’s current financial plans. 
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– No significant decline in prices in the primary real estate market of the Company's 
regions of presence in 2023–2025. 

– Average dividend payments in the forecast period of 2023–2025 at the level of previous 
years. 

POTENTIAL OUTLOOK OR RATING CHANGE FACTORS 

The Stable outlook assumes that the rating will highly likely stay unchanged within the 12 to 
18-month horizon. 

A positive rating action may be prompted by: 

– The weighted average FCF margin exceeding 10% along with the ratio of selling, general, 
and administrative expenses to revenues falling below 5% and the weighted average 
ratio of adjusted total debt to capital declining below 0.5x; 

– The corporate governance assessment reaching the highest level. 

A negative rating action may be prompted by: 

– The weighted average FFO before net interest and taxes falling below RUB 30 bln and 
the portfolio of projects under construction declining below 1 million sq. m; 

– The weighted average FFO before interest and taxes margin falling below 12%; 

– The weighted average ratio of adjusted net debt to FFO before net interest exceeding 
2.0x; 

– The weighted average ratio of FFO before net interest to net interest falling below 8.0x; 

– Significantly lower diversification of projects and/or late project commissioning; 

– Significantly worse liquidity profile; 

– Regulatory changes capable of having a material adverse effect on the Company’s 
performance. 

RATING COMPONENTS  

Standalone Creditworthiness Assessment (SCA): a. 

Support: none. 

ISSUE RATINGS 

Setl Group, Ltd (RU000A1030X9), maturity date: April 17, 2024, issue volume: RUB 7.5 bln 
— A(RU). 

Setl Group, Ltd (RU000A103WQ8), maturity date: April 18, 2025, issue volume: RUB 7.5 bln 
— A(RU). 

Setl Group, Ltd (ISIN RU000A1053A9), maturity date: August 13, 2025, issue volume: RUB 10 bln 
— A(RU). 

Setl Group, Ltd (RU000A105X64), maturity date: March 5, 2026, issue volume: RUB 5.5 bln 
— A(RU). 

Rationale. The issues represent senior unsecured debt instruments of Setl Group, Ltd. Due to 
the absence of either structural or contractual subordination of the issues, ACRA regards them 
as pari passu with other existing and future unsecured and unsubordinated debt obligations of 

https://www.acra-ratings.ru/ratings/emissions/644/?lang=en
https://www.acra-ratings.ru/ratings/emissions/743/?lang=en
https://www.acra-ratings.ru/ratings/emissions/823/?lang=en
https://www.acra-ratings.ru/ratings/emissions/930/?lang=en
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the Company. According to ACRA’s methodology, the detailed approach is applicable. According 
to ACRA's estimates, the unsecured debt recovery rate belongs to the first category. Therefore, 
the credit rating of the issues is equivalent to that of the Company, i.e. A(RU). 

REGULATORY DISCLOSURE 

The credit ratings have been assigned under the national scale for the Russian Federation based 
on the Methodology for Credit Ratings Assignment to Non-Financial Corporations under the 
National Scale for the Russian Federation and the Key Concepts Used by the Analytical Credit 
Rating Agency within the Scope of Its Rating Activities. The Methodology for Assigning Credit 
Ratings to Financial Instruments on the National Scale for the Russian Federation was also 
applied to assign credit ratings to the above issues. 

The credit rating of Setl Group, Ltd and the credit ratings of the bond issues of Setl Group, Ltd 
(RU000A1030X9, RU000A103WQ8, RU000A1053A9, RU000A105X64) were published by ACRA 
for the first time on June 19, 2017, April 21, 2021, October 22, 2021, August 17, 2022, and March 
9, 2023, respectively. The credit rating of Setl Group, Ltd and its outlook and the credit ratings 
of the bond issues of Setl Group, Ltd (RU000A1030X9, RU000A103WQ8, RU000A1053A9, 
RU000A105X64) are expected to be revised within one year following the publication date of 
this press release. 

The credit ratings were assigned based on data provided by Setl Group, Ltd, information from 
publicly available sources, and ACRA’s own databases. The credit ratings are solicited, and Setl 
Group, Ltd participated in their assignment. 

In assigning the credit ratings, ACRA used only information, the quality and reliability of which 
were, in ACRA’s opinion, appropriate and sufficient to apply the methodologies. 

ACRA provided no ancillary services to Setl Group, Ltd. No conflicts of interest were identified in 
the course of credit rating assignment. 

 

https://www.acra-ratings.ru/criteria/115/?lang=en
https://www.acra-ratings.ru/criteria/115/?lang=en
https://www.acra-ratings.ru/criteria/80/?lang=en
https://www.acra-ratings.ru/criteria/80/?lang=en
https://www.acra-ratings.ru/criteria/381/?lang=en
https://www.acra-ratings.ru/criteria/381/?lang=en
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The Analytical Credit Rating Agency (ACRA) was founded in 2015, with its 27 shareholders representing major Russian corporate and 
financial institutions and its authorized capital exceeding RUB 3 bln. ACRA’s main objective is to provide the Russian financial market 
with high-quality rating products. Methodologies and internal documents of ACRA are developed in compliance with Russian 
legislation and with regard to global rating industry best practices. 
The provided information, including, without limitation, credit and non-credit ratings, rating assessment factors, detailed credit 
analysis results, methodologies, models, forecasts, analytical reviews and materials, as well as other information placed on the ACRA 
website (further referred to as Information), coupled with the ACRA website software and other applications, are intended for 
information purposes only. Information must not be modified, reproduced or distributed by any means, in any way or form, either 
in whole, or in part, in marketing materials, as part of public relations events, in news bulletins, in commercial materials or reports 
without prior written consent from, and reference to, ACRA. Any use of Information in violation of these requirements or the law is 
prohibited. 
ACRA credit ratings reflect ACRA’s opinion about the ability of a rated entity to meet its financial obligations or about the credit risk 
of individual financial obligations and instruments of a rated entity at the time of publication of the relevant Information. 
Non-credit ratings reflect ACRA’s opinion about certain non-credit risks assumed by interested parties interacting with a rated entity. 
The assigned credit and non-credit ratings reflect all material information pertaining to a rated entity and known by ACRA (including 
the information received from third parties), the quality and reliability of which ACRA considers appropriate. ACRA shall not be 
responsible for the accuracy of information provided by clients or relevant third parties. ACRA does not audit or otherwise verify the 
provided data and shall not be held responsible for their accuracy and completeness. ACRA conducts rating analysis of information 
provided by customers using its own methodologies, with the texts thereof available on ACRA’s website – www.acra-
ratings.ru/criteria. 
The only source that reflects the latest Information, including the one about credit and non-credit ratings assigned by ACRA, is ACRA’s 
official website – www.acra-ratings.ru. Information is provided on an “as is” basis. 
Information shall be considered by users exclusively as ACRA’s statement of opinion and must not be regarded as advice, 
recommendation or suggestion to buy, hold or sell securities or other financial instruments of any kind, nor shall it be viewed as an 
offer or advertisement.  
Neither ACRA, nor its employees and persons affiliated with ACRA (further referred to as the ACRA Parties) provide any direct or 
implied guarantee expressed in any form or by any means regarding the accuracy, timeliness, completeness or applicability of 
Information for making investment and other decisions. ACRA does not act as a fiduciary, auditor, investment or financial advisor. 
Information must be regarded solely as one of the factors affecting an investment decision or any other business decision made by 
any person who uses ACRA’s information. It is essential that each of such persons conduct their own research and evaluation of a 
financial market participant, as well as an issuer and its debt obligations that may be regarded as an object of purchase, sale or 
possession. Users of Information shall make decisions on their own, involving their own independent advisors, if they deem it 
necessary. 
ACRA Parties shall not be responsible for any action taken by users based on Information provided by ACRA. ACRA Parties shall under 
no circumstances be responsible for any direct, indirect or consequential damages or losses resulting from interpretations, 
conclusions, recommendations and other actions taken by third parties and directly or indirectly connected with such information. 
Information provided by ACRA is valid only as of the date of preparation and publication of materials and may be amended by ACRA 
in the future. ACRA shall not be obliged to update, modify or supplement Information or inform anyone about such actions, unless 
the latter was recorded separately in a written agreement or is required by legislation of the Russian Federation. 
ACRA does not provide advisory services. ACRA may provide additional services, if this does not create a conflict of interest with 
rating activities. 
ACRA and its employees take all reasonable measures to protect all confidential and/or material non-public information in their 
possession from fraud, theft, unlawful use or inadvertent disclosure. ACRA provides protection of confidential information obtained 
in the course of its business activities as required by legislation of the Russian Federation. 
 


