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LONDON (S&P Global Ratings) June 20, 2022--S&P Global Ratings said today that it has
maintained on CreditWatch developing its 'BBB' long-term issuer credit rating on U.K.-based
social housing provider Swan Housing Association (Swan), where it was initially placed on Dec. 16,
2021. The 'BBB' issue rating on the £250 million bond issued by Swan Housing Capital PLC also
remains on CreditWatch developing.

The original CreditWatch placement followed Swan's announcement that it had entered
discussions with the board of U.K. social housing provider Orbit Group Ltd. (Orbit) to form a
partnership. This followed the publication of the Regulator for Social Housing's (RSH's) regulatory
judgement, whereby it revised down its assessment of Swan's governance and financial viability to
a noncompliance level. We understand that Swan's increased development costs, coupled with
delays to sales, have increased pressure on Swan's financial covenants.

We understand that Swan and Orbit are continuing to move toward the formation of a partnership
and that the cooperation between the two entities has strengthened. While the formal partnership
may not complete until later this year, we continue to believe that there is one-in-two probability
that the transaction could complete. We have therefore maintained the ratings on Swan on
CreditWatch developing.

The CreditWatch placement reflects our view that Swan's credit quality could deteriorate over the
next few months if the proposed partnership with Orbit fails to progress as planned. That said, we
could upgrade Swan if it formed a partnership with Orbit. Based on our initial analysis, we think
that the combined group would have stronger credit quality than that of Swan on a stand-alone
basis.

Since the RSH's regulatory judgement, Swan and U.K. social housing provider Catalyst Housing
Ltd. (Catalyst) announced on May 3, 2022, that Swan will step away from its partnership with
Catalyst to deliver a regeneration scheme in East London. We think it is positive that Swan scales
back its development plans.

On May 25, 2022, the RSH published a regulatory notice, having concluded that Swan had
breached the Home Standard in relation to fire safety and asbestos, and that while Swan had
completed water safety risk assessments, there was a lack of documentation to support this.
While this is a serious breach, putting tenants' health and safety at risk, we understand from the
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notice that Swan has demonstrated to the regulator that it understands the work it needs to
undertake to ensure that it completes the required statutory checks and relevant safety actions
and has accurate data on the checks and actions it has completed. We believe that the additional
cost associated with the remedy program is manageable.

This report does not constitute a rating action.
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