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Market overview
Covered Bonds

Authors: Henning Walten, CIIA // Dr Frederik Kunze

Hypo NOE provides only new deal
After no new issues were recorded last week, there has been one primary market deal in
the past five trading days. Last Wednesday, Hypo NOE went to the market with a EUR
500m bond (WNG) placed at ms +5bp. The guidance for the 10Y bond was three basis
points wider at ms +8bp area. With a bid-to-cover ratio of 1.2, the deal also fits into a mar-
ket landscape which has recently seen very few significantly oversubscribed deals. This was
the 11th benchmark bond for the Austrians, who have been issuing their EUR benchmarks
as soft bullet bonds since 2017. Moreover, the bank has been active in this segment every
year since 2011 with the exception of 2016. At 47%, the majority of the bonds secured on
public sector assets remained in the domestic market, with an additional 35% going to
German investors. Smaller percentages were attributable to buyers from the Nordic coun-
tries (7%), Benelux states (5%) and Asia (3%). In terms of investor type, banks dominated
(45%), followed by central banks/official institutions (31%) and asset managers/funds
(24%). The low volume of primary market supply in the last two weeks is also likely to be
an early sign of the traditional issuance lull over the summer months. While the final bond
before the summer break last year was placed in the market on 8 July, the last deal of 2019
was on 16 July, although general market activity was much more pronounced that year.
We are therefore no longer expecting overly lively issuance activity in the coming weeks.
Experience shows, however, that some deals make their way to the market again as of
mid/end August, thereby bringing the summer lull to a close.

Issuer Country  Timing ISIN Maturity Size Spread Rating ESG

Hypo NOE AT 16.06 ATOO00A2RY95 10.0y  0.50bn  ms +5bp -/Aal/- -

Source: Bloomberg, NORD/LB Markets Strategy & Floor Research, (Rating: Fitch / Moody’s / S&P)

Another GBP deal from CIBC

The Canadian Imperial Bank of Commerce (CIBC) also issued a GBP denominated bench-
mark on 16 June. The 5-year GBP 1.25bn deal was initially marketed at SONIA +32bp area
and was finally priced four basis points tighter at SONIA +28bp. The bank was last active in
this segment in October 2019. The deal is part of a trio of GBP Benchmarks (together with
TSB Bank and the Bank of Nova Scotia) issued since 11 June, with GBP deals overtaking EUR
benchmarks, at least temporarily, in the last two trading weeks. In total, GBP 5.05bn has
already been placed via GBP denominated benchmark bonds in 2021 to date. For 2020 as a
whole, the corresponding figure was GBP 7.85bn, with GBP 6.35bn of this being placed in
the market right at the start of the year in January.
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ECB on the strategic review, movement in house prices during the pandemic...

Last weekend, the ECB Council met in person for the first time since March 2020 to discuss
the future strategic direction of the central bank’s monetary policy in detail. The corre-
sponding press release revealed that no decisions or interim results would be made availa-
ble to the public. However, against the backdrop of the current inflation debate as well, we
are indeed expecting notable adjustments to monetary policy. These are set to also include
different parameters with regard to the inflation target for consumer prices. Unsurprising-
ly, credibility and the anchoring of inflation expectations are once again likely to be very
important for the central bankers in Frankfurt. The ECB has also recently assessed the
movement in prices in the real estate market in the eurozone during the coronavirus pan-
demic. The report published in the Economic Bulletin points to a robust market during
crisis year 2020, with a year on year rise in Q4 2020 of 5.8%, which is also the biggest in-
crease since mid-2007. The analysis also shows that the Covid-19 crisis differs from the
global financial crisis in that income and employment in the eurozone were in relatively
good shape. Consequently there were no price slumps, but a great deal of growth instead.
With a share of 73%, Germany, France and the Netherlands alone accounted for more than
two thirds of this growth (in Q4 2020), meaning that the three countries have made a dis-
proportionately large contribution to the increase. On the whole, the robust real estate
prices were attributable to a range of factors. The lockdown constrained construction ac-
tivity and consequently supply. Payment holidays also cushioned payment disruptions re-
sulting from income losses, while interest rates for new financing were historically low.

...as well as temporary leverage ratio relief and ongoing market challenges

There is also demand from investors looking for investment alternatives in the prevailing
yield environment. Overall, the report concludes that real estate markets are robust across
jurisdictions and segments. At the same time however, the momentum is also dependent
on the favourable financing modalities and potential uncertainty regarding the progress of
the pandemic. In our opinion, the fact that the regulatory relief for the banking sector is
being maintained shows that the crisis is not yet over. For example, the ECB recently ad-
vised that the ECB Council agreed with the ECB banking regulator that the “exceptional
circumstances” justifying leverage ratio relief continue to apply (see press release dated 18
June 2021). In a corresponding press release, the ECB in its role of banking regulator an-
nounced an extension of the relief, which permits claims on the central bank to be exclud-
ed from the leverage ratio, until the end of March 2022. (The relief granted in September
2020 had previously been set to expire on 27 June 2021; see also ECB/2021/27 dated 18
June 2021). As stated above, this decision reflects the assessment by the ECB monetary
policy decision makers and ECB regulator that the crisis is not yet behind us and that the
end date was selected in line with monetary policy measures in the context of the Covid-19
pandemic.


https://www.ecb.europa.eu/press/pr/date/2021/html/ecb.pr210620~a285b766d3.en.html?form=MY01SV&OCID=MY01SV
https://www.ecb.europa.eu/pub/economic-bulletin/focus/2021/html/ecb.ebbox202104_05~681f95e295.en.html?form=MY01SV&OCID=MY01SV
https://www.ecb.europa.eu/press/pr/date/2021/html/ecb.pr210618~08d3c92b21.en.html?form=MY01SV&OCID=MY01SV
https://www.bankingsupervision.europa.eu/press/pr/date/2021/html/ssm.pr210618~6cae096a27.en.html
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/en_ssm_2021_27_f_sign~5eea0a5feb..pdf?1e96d40fea4ab7df25f451268de025bb
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Issuance over time HSBC SFH and MIMMB SCF
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France: HSBC says au revoir to HSBC SFH

There are changes ahead in terms of issuers in the market for French covered bonds. My
Money Group and HSBC Continental Europe (HBCE) have signed a Memorandum of Under-
standing (MoU) in which they agree that My Money Group will take over HBCE’s French
retail business (see My Money Bank press release dated 18 June 2021). The takeover pack-
age also includes HSBC SFH’s covered bond programme (Bloomberg ticker: HSBC). As of the
reporting date 31 March 2021, this covered bond programme had cover assets of EUR 4bn
exclusively attributable to France. The issuer currently also has three outstanding EUR
benchmarks with a total volume of EUR 3.25bn, whereby two bonds have a residual ma-
turity of more than one year and are therefore represented in the iBoxx EUR Covered. Is-
suer My Money Bank SCF (MMBSCF) also has three outstanding EUR benchmarks with a
total volume of EUR 1.5bn (all included in the iBoxx EUR Covered) and made its debut in
the EUR benchmark segment in October 2018. As of 31 March 2021, the cover pool to-
talled EUR 1.955bn, with all cover assets of French origin. This data highlights the notable
growth by this issuer since it became active in the market in 2018. In terms of the out-
standing volume, its share of France’s overall market remains modest at 2.2%. With regard
to the implications of a successful takeover of HSBC SFH by MMB SCF, movement in
spreads is very possible, whereby we assume that the ASW spreads of the outstanding
bonds should move closer to one another. However, it should be noted here that the out-
standing bonds have differing maturity profiles (shortest bond MMB SCF: 4.4 years; longest
HSBC SFH bond: 3.8 years).

Movement in spreads: MMB SCF and HSBC SFH
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Source: Bloomberg, NORD/LB Markets Strategy & Floor Research


https://www.mymoneybank.com/en/signing-memorandum-understanding-hbce-acquire-its-retail-banking-activities-france
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European Commission wants to establish a standard for ‘European green bonds’

The European Commission is going to establish a concrete standard in the market for green
bonds based on the existing taxonomy for sustainable bonds. According to press releases,
the corresponding draft for an EU regulation is set to be presented at the start of July. This
is set to contain numerous criteria for green bonds, with compliance entitling the issuer to
use the term ‘European green bonds’ for their bonds. Like the requirements in the taxon-
omy, the Standard is set to be voluntary and bonds that do not meet the criteria may con-
tinue to be designated as green bonds. More specifically, the aims of the criteria for Euro-
pean green bonds include pursuing certain environmental goals and above all ensuring that
these are not prejudiced. One of the reasons for the EU to have its own green bond label is
likely to be the fact that, among other aspects, the criteria in the context of the ICMA
Green Bond Principles (see Covered Bond & SSA View dated 16 June) do not adequately
meet the desired requirements. Even though a label for sustainable bonds (in this case
green bonds) is to be viewed as positive in principle, we do not see any immediate need for
another label given the ICMA standards already present and established in the market,
particularly with regard to covered bonds in ESG format. However, for the time being we
will have to wait for the corresponding draft and associated requirements. At the end of
the day, the success of any label depends on its acceptance by the issuers (e.g. with regard
to additional expenditure and publication requirements) and investors who have to see
added value in another label. Both of these elements remain to be seen for the moment.



https://www.nordlb.com/my-nord/lb-portals/capital-market-portal-wholesale/research-document-10113?cHash=3b255c449db3cb9772b521615afc98dd
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Market overview
SSA/Public Issuers

Author: Dr Norman Rudschuck, CIIA

Focus on Lower Saxony tax revenue estimate

The results of the current tax revenue estimate essentially confirm assumptions to date
regarding the economic situation and trend in revenue. When presenting the regionalised
results of the May tax revenue estimate, Lower Saxony Finance Minister Reinhold Hilbers
explained: “This tax revenue estimate is no silver bullet that will facilitate everything again.
Regrettably, the result confirms that we face many years of significantly reduced tax re-
ceipts. This cannot be compensated without reducing spending over the long term. In
short: all we can look forward to is less than the less we had expected.” The federal state
can expect a budget of around EUR 29.1bn this year, and around EUR 30.3bn in the coming
year, a total of EUR 31.1bn for 2023, EUR 32.4bn in 2024 and EUR 33.2bn in 2025 in tax
receipts. Following financial redistribution at local government level, there is calculated
growth of three-digit millions in all years of the period under review compared with the
November estimate. However, tax receipts will remain far below the pre-crisis level. In
total, it means a revenue reduction of around EUR 4.9bn for the years from 2021 to 2024.
As part of the cyclical adjustment procedure, the higher, rule-based tax receipts in 2021
result in lower borrowing than previously planned. Due to the Covid-19 pandemic, the
German economy slid into one of the deepest recessions for decades in 2020. Gross do-
mestic product shrank by 4.9% in real terms in 2020. At present, ongoing restrictions in the
services sector are offset by a comparatively robust economic situation in industry and
strong foreign trade. The support measures implemented by the German federal govern-
ment and Lower Saxony’s regional government provided an important economic stimulus.
Consequently, the downturn was less marked than was feared in the course of last year.
For 2021, the tax revenue estimate assumes growth in real economic output of 3.5%. This
is based on the assumption that it will be possible to relax the extensive measures imple-
mented in Q2 2021 to limit social contacts. By the end of 2021, economic output should
have returned to the pre-crisis level. For 2022, economic growth of 3.6% in real terms is
expected. Hilbers elaborated, “Lower Saxony took decisive action during the crisis. We
mobilised capital of EUR 7.7bn in the form of a special fund to manage the impacts of the
pandemic. The instruments of the debt brake gave us the necessary room to manoeuvre
and enabled us to strengthen the structure of the healthcare system as well as the eco-
nomic structure. This is how we were able to absorb the adverse effects of the pandemic.
The debt brake survived its baptism of fire.” The results of the tax revenue estimate will
now be incorporated in the current budget allocation process. Hilbers summed up, saying
“my aim remains a sustainable financial policy which is geared towards avoiding long-term
new borrowing and returning quickly to a sustainable and structurally balanced budget.
The results of the tax assessment support us in this endeavour.” The working group on Tax
Revenue Estimates met in May this year to determine tax receipts at federal, regional and
municipal level.
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Lower Saxony and the real property tax

The tax revenue estimates outlined above affect all Laender, the federal government
(Bund) and municipalities. No-one will be lying on a bed of roses because of the pandemic.
A similarly important topic is Germany’s nationwide real property tax reform. According to
Lower Saxony’s Finance Ministry, Lower Saxony is to have its own, fair and simple real
property tax rule by the cut-off date of 1 January 2025 (cf. dedicated article in this issue).

EU as a “risk free” alternative to Bunds?

Investors have recently been asking themselves — and us — whether and how develop-
ments in the EU will accelerate and might actually replace Bunds as a “risk free” alterna-
tive. In our view, several things are required for this to happen: first, a reasonable volume
of bonds outstanding must be available. Prior to the pandemic, the EU had bonds worth
approximately EUR 50-60bn outstanding. Following the SURE programme, the EU is now at
a level of around EUR 145bn and aims for a further EUR 800bn by the end of 2026 on the
back of the NGEU fund. In other words, it is heading for EUR 1,000bn. Germany’s outstand-
ing debt will then still be higher and that of France and Italy even higher. Second, the EU
will have to reflect the entire (liquid) curve, in order to be considered as a sensible alterna-
tive. Americans, in particular, have recently already been talking about the EU as a kind of
competitor for US Treasuries. This has also been the case at Bloomberg. Other descriptions
have included “safe regional investment” for the European market as an asset in the flight
to safety. Third, there are EU budget rules which have “come under strain” because of the
crisis. The “frugal four” are likely to continue to object to the communitisation of any fur-
ther EU debt. Yet, the emerging discussion alone indicates that there is sufficient room for
another global player in the market, who is taken seriously from the word go. In this con-
text, we have previously discussed whether bonds could be priced no longer against mid
swap and instead versus the EU in the medium term. All of this would of course be condu-
cive to the establishment and institutionalisation or standardisation of an “alternative”.
However, the sword of Damocles that is the term “debt union” continues to hang over the
situation and would require a lot more political work on in Brussels backrooms. Demand
for the first NGEU bond issue, with an order book beyond EUR 142bn, indicates that the
necessary demand is present in the capital market. In addition, ESG topics are played out
transparently and credibly from the start in the form of SURE (100% social) and NGEU (30%
green) with a view to transforming the EU on a sustained basis. Furthermore, German
Bunds are expensive, whereas France and Italy provide a yield in positive territory. Moreo-
ver, sovereign debt — irrespective of a top rating — per se is guaranteed by and/or depends
on one country alone, while 27 countries are involved in the case of the EU.



NORD/LB
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Primary market
In the trading week just ended (Wednesday to Tuesday), only one relevant benchmark
transaction was noted in the EUR SSA segment: a social bond issue of UNEDIC amounting
to EUR 2bn for 15 years at OAT +10bp (FRTR 1.25% 05/25/36). The order book totalled in
excess of EUR 5bn. Compared with the guidance, the bond issue achieved tightening of
two basis points. In addition to various tap issues (NIESA for EUR 500m [bid-to-cover 3.6x],
KFW for EUR 1bn [5.8x], AFLBNK for EUR 250m [1.4x]), Eurofima, a seldom seen issuer,
launched a sub-benchmark green bond deal for seven years at ms +7bp. No further details
were disclosed. Furthermore, the EU sent out its RfP for the second NGEU transaction,
while Rentenbank has already progressed one step further after issuing a mandate for a
10y green bond yesterday.

Issuer Country  Timing ISIN Maturity Size Spread Rating ESG

UNEDIC FR 16.06. FR00140045Z3 14.9y 2.00bn ms +17bp AA/Aa2 /- X

Source: Bloomberg, NORD/LB Markets Strategy & Floor Research (Rating: Fitch / Moody’s / S&P)
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Covered Bonds
TLTRO II1.8 neither really strong nor extraordinarily weak:
implications for the covered bond market

Author: Dr Frederik Kunze

Supply dampener TLTRO lll: EUR 109.8bn for the June tender

We have commented repeatedly in this weekly publication on the simultaneous influence
of the ECB and Eurosystem on the covered bond market and in this context have outlined
both the positive impetus for demand via the CBPP3 as well as the negative influence on
the supply of EUR benchmarks. The allotment for the eighth tender in the third round of
the TLTRO was announced last trading week (TLTRO [I1.8). With a volume of EUR 109.83bn
and 224 bidders, in our opinion the numbers were neither very strong nor extraordinarily
weak. In the following, we will use the allocations announced last week as an opportunity
to review the progress of TLTRO lll to date, before outlining the possible outlook for the
remaining tenders in September and December. Our focus here is the impact on the cov-
ered bond segment in particular.

Classification of latest TLTRO-Ill allotment in quantitative terms

The figure of EUR 109.83bn allotted in the latest TLTRO Ill tender is noticeably lower than
the surprisingly high figure achieved in March this year (TLTRO IIl.7: EUR 330.5bn; 425 bid-
ders). In contrast, considerably less was taken up by the banks in the TLTRO III.6 tender in
December 2020 (EUR 50.41bn; 156 bidders). The operations, which fall clearly in the midst
of the coronavirus pandemic and were therefore also able to benefit from gradually im-
proved modalities (see press releases dated 12 March 2020 and 30 April 2020), reported
allocations of EUR 174.46bn (TLTRO Il11.5; 09/2020), the record figure of EUR 1,308.43bn
(TLTRO 1l11.4; 06/2020) and EUR 114.98bn (TLTRO 111.3; 03/2020). For the first two TLTRO I
tenders in September (TLTRO 11l.1) and December 2019 (TLTRO 111.2), allocations stood at
just EUR 3.4bn and EUR 97.72bn respectively. In the context of this purely quantitative
classification, the latest allocations are clearly in the middle range, although the highest
figure of June 2020 and the lowest from September 2019 were in particular influenced by
exceptional effects. The first tender in the third TLTRO round had a comparatively short
lead time, while the June tender was significantly driven by uncertainty regarding the out-
look for the coronavirus crisis. However, when assessing the uptake of the TLTRO I11.8 ten-
der, it should be remembered that it is the first of the three additional operations gov-
erned by a different interest rate calculation (see also ECB FAQ TLTRO lIll Q19). For the pe-
riod 24 June 2021 to 23 June 2022, an interest rate of 50 basis points below the average
deposit facility rate (currently -0.50%) can be achieved in a best-case scenario, while from
23 June 2022 onwards the average deposit facility rate would prevail until the end of the
respective tender.



https://www.ecb.europa.eu/mopo/implement/omo/html/20210078.en.html
https://www.ecb.europa.eu/mopo/implement/omo/html/20210034.en.html
https://www.ecb.europa.eu/mopo/implement/omo/html/20200248.en.html
https://www.ecb.europa.eu/press/pr/date/2020/html/ecb.pr200312_1~39db50b717.en.html
https://www.ecb.europa.eu/press/pr/date/2020/html/ecb.pr200430~fa46f38486.en.html
https://www.ecb.europa.eu/mopo/implement/omo/html/20200207.en.html
https://www.ecb.europa.eu/mopo/implement/omo/html/20200131.en.html
https://www.ecb.europa.eu/mopo/implement/omo/html/20200029.en.html
https://www.ecb.europa.eu/mopo/implement/omo/html/20190097.en.html
https://www.ecb.europa.eu/mopo/implement/omo/html/20190129.en.html
https://www.ecb.europa.eu/mopo/implement/omo/tltro/html/tltro-qa.en.html?form=MY01SV&OCID=MY01SV
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Overview of TLTRO IlI
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Still two TLTRO Il tenders to go: looking ahead

The last two TLTRO Il tenders scheduled so far will take place in September 2021 (TLTRO
[11.9) and December 2021 (TLTRO I11.10) (see ECB calendar). Theoretically, both harbour the
potential, just like the TLTRO 111.8 tender, to curb issuance volume in the EUR benchmark
segment. However, in our opinion, there is another facet that merits a closer look. At the
same time as the September 2021 tender is taking place, TLTRO IlI.1 to TLTRO III.5 opera-
tions could be repaid early (voluntarily), in whole or in part, and the sums could be trans-
ferred into the TLTRO II1.9 tender (see also FAQ TLTRO Il roll-over Q34). But in this context
too, consideration should be given to the impact on modalities. The ECB itself has pointed
out that in the event of a roll-over the commercial bank will not receive the best rate (de-
posit facility rate minus 50 basis points) as of 24 June 2021, even if the criteria for lending
can be met in theory. But this is just how the Eurosystem deals with early repayment in
principle; in its FAQs, the ECB states that TLTRO Ill repayments made before June 2022 will
not receive the average deposit facility rate minus 50 basis points during the additional
exceptional interest rate period (June 2021 to June 2022). For the ninth and tenth tenders
however, the best rate achievable (deposit facility rate minus 50 basis points) applies from
the settlement date up to 23 June 2022. In view of the current market environment, we
believe a strong uptake in the last two tenders is unlikely. However, should allocations
here considerably outstrip EUR 100bn, this could already signal the first negative stimuli for
issuance behaviour in 2022.

Curbing effect from publicly available covered bond supply

The primary market stands squarely in the shadow of the coronavirus pandemic in 2021.
This could and can be seen in the concrete demand for, and advantages of, refinancing via
covered bond issues in particular. TLTRO IIl operations account for a considerable share
here, alongside alternative issues of senior unsecured bonds and high levels of customer
deposits. This substitutional correlation is also highlighted by the huge rise in retained is-
sues, since retained covered bonds can be used by the issuer itself as collateral in the con-
text of the ECB Collateral Framework.



https://www.ecb.europa.eu/mopo/implement/omo/pdf/TLTRO3-calendar-2021.en.pdf
https://www.ecb.europa.eu/mopo/implement/omo/tltro/html/tltro-qa.en.html
https://www.ecb.europa.eu/paym/coll/html/index.en.html
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Primary market covered bonds 2021 ytd (EUR 42.45bn) Covered bond issuance pattern
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Retained covered bonds and TLTRO Il tender

Sharp jumps in retained issues could be seen in the crisis years of 2020/21 during the
TLTRO lll tenders in particular. At the same time, primary market supply of publicly placed
benchmarks was curtailed. However, looking at the latest allocation in the TLTRO 111.8 ten-
der, we do not see any additional negative impact on primary market supply. Nor do we
expect more than minor disruption potential for the primary market from the remaining
tenders, in part because of the modalities in play. Consequently, we see no need to amend
our forecast for the covered bond primary market (EUR 78.5bn).
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More covered bonds lodged with ECB as collateral

In Q1 2021 the volume of covered bonds lodged with the ECB as collateral stood at EUR
645bn (share of total volume 24.3%). This figure is significantly higher than the volume of
EUR 380bn (share 24.6%) reported back in Q4 2019. The parallel trend in the rise in long-
term refinancing (LTRO incl. TLTRO) and surplus liquidity is also striking. The purchase pro-
grammes in particular are leading to increased liquidity holdings in the banking sector and
ultimately also to lower demand for refinancing.
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ECB: surplus liquidity, LTRO, deposit facility rate
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Demand side: CBPP3 continues to have significant impact

The ECB continues to be the main driver on the demand side as well. With monthly pur-
chasing under the CBPP3 of EUR 2bn and refinancing of maturing paper of EUR 30bn, we
expect a total demand on the part of the ECB in the primary and secondary market of EUR
54bn in calendar year 2021. The ECB is buying into an already undersupplied market (see
chart below: Net Supply: forecast) based on the primary market share of these purchases.
Based on the EUR 78.5bn of primary market placements we still expect to see, even after
the latest TLTRO lIl tender, and forecast maturities of EUR 136.4bn, this produces a nega-
tive net supply of EUR 57.9bn. The fact that we are not assuming that spreads for covered
bonds will tighten further based on this data is due in particular to the current market en-
vironment, with growing sensitivity towards rate adjustments in monetary policy as well as
inflation concerns. Spreads are currently very low, and after modest widening overall sev-
eral weeks ago have now reached a new level.

Net supply: forecast
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Conclusion

We view the uptake of EUR 109.83bn in the TLTRO 111.8 tender as neither an extraordinarily
high uptake nor a weak allocation. With regard to the implications for the covered bond
market, we do not see any notable new drivers. We therefore see no need to amend our
forecast for the primary market and/or spreads. Looking ahead, the last two TLTRO IlI-
tenders could have a negative impact for supply in 2022 if there is a very strong uptake.
However, assuming the current modalities are maintained we believe this is unlikely to be
the case. Nevertheless, the uptake in the last two tenders is also relevant when looking
further ahead. If there is no TLTRO 1V, conclusions will have to be drawn regarding the po-
tential demand for refinancing based on the maturity dates for the tenders and sums actu-
ally falling due. This means that in the absence of a TLTRO 1V, funding via covered bonds
will become more important again. A critical element here could be the record-breaking
TLTRO 11I.4 tender which matures in June 2023. With regard to this ‘game changer’ in the
covered bond market, our focus is on the actual early repayments and recourse to the op-
tion of rolling-over in September this year. However, as history has demonstrated, we must
also assume there will be new surprises. It is worth recapping here: before TLTRO Il was
announced, we expected a significantly positive net supply in the covered bond market,
citing the need to refinance TLTRO Il funds. Years later, we are now dealing with the ques-
tion of the market implications of a total of ten TLTRO Il tenders. The Eurosystem will
probably not loosen its grip on the covered bond market that quickly in future either.
However, a TLTRO IV should be considered carefully.
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SSA/Public Issuers
Realignment of the German real property tax

Author: Dr Norman Rudschuck, CIIA

Differences between the three real property tax models

As we have previously explained in our weekly publication on several occasions, a reform
of Germany’s nationwide real property tax is necessary; this was indicated by the Federal
Constitutional Court. Politicians at Bund and Laender level have made efforts to find a so-
lution in recent years, since real property tax revenue must be secured for local authorities
while at the same time complying with the deadline specified by the Federal Constitutional
Court for the new regulation. From 1 January 2025, real property tax may only be levied
under the new law. For this purpose, the Bund has developed a complex model, which
resembles the old legislation. At the same time, it has given the Laender the option of cre-
ating their own state legislation on the real property tax. The coalition government in Low-
er Saxony has now decided to give preference to a solution it developed itself over the
federal model. Unlike with the federal model, Lower Saxony’s citizens will only have to
submit a tax return regarding the real estate tax once. This return comprises a few details
regarding the size of real estate and its use. The rest will be handled by the administration.
In addition to Lower Saxony, other federal states plan to make use of the opening clause:
Bavaria prefers a purely area-based model, Hamburg and Hesse, like Lower Saxony, have
opted for an area-based model which is supplemented by a location component.

Federal model

Lower Saxony’s Finance Ministry has delivered a differentiation of the three models: the
federal act builds on the market value of plots, similar to the current legislation. Since this
value must be established for each plot of land, the structure of the act requires a high
level of effort by default, is very detailed, not very transparent and complex. To mitigate
this situation, comprehensive types and oversimplification are used, which in turn risks
again being thrown out by the Federal Constitutional Court as unconstitutional, according
to experts. Citizens will find it difficult to retrace the various complex calculation steps. To
avoid these obstacles, alternative models have been developed. They are feasible and
permitted as, according to the decision of Germany’s Federal Constitutional Court, the
legislator is not forced to structure the measurement of real property tax on the basis of
value.

Area-based model

An option, for example, is — and one selected by Bavaria — a purely area-based model. The
burden of real estate tax in this case is not distributed according to the value of the plot of
land, but based on the use which the owner of the plot can benefit from as a result of
owning their property in the relevant municipality. In Bavaria, this use (the equivalent) will
be calculated solely on the basis of the area in future. The area-based model uses the size
of the plot and of the building — that is the area — as the measurement. The model is very
simple and easy to trace. According to experts, its weakness rests in the fact that the same
amount of real estate tax is levied for plots of land of the same size within the same mu-
nicipality — regardless of whether the property is situated in a prime location or an average
location.
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Area-location model

Typically the use of a plot depends on the place within a community where it is located,
i.e. the location plays a role and can accurately ascertain the relation of one property to
another. The municipality will typically offer the owner of land more in a top location and
less use in an average location, for example in the form of different distances and the vi-
cinity of local amenities as well as the quality of use/life. These differences are taken into
account by the area-location model. As an indicator of location, the indicative land values
available nationwide (for building areas) are used for the relevant plot of land. The indica-
tive land value of the plot is compared with the municipal average. This relationship makes
the “better” or more “average” of the various locations measurable. Since it does not de-
pend on the amount of the values in absolute terms (not a market value-based model), but
instead on the ratio, the factor is dampened (appropriately). As a result, a modest markup
or markdown arises. The example used by Lower Saxony’s Finance Ministry is as follows:
double the indicative land value compared with the average results in a 20% markup. The
“location factor” in that case is 1.2. The location factors ensure that the notion of use
equivalent has an even greater bearing than in the purely area-based model. They do not
reflect the value of the building but instead the participation in municipal services resulting
from owning land in the relevant location. In other words, the area-location model opti-
mises the extremely simple area-based model by taking into account the location.

Lower Saxony sees advantages in this model

According to the Finance Ministry, the area-location model is easy to implement and does
not contain any determinants that are susceptible to contestation. Compared with the
market value-oriented federal model, the area-location model provides the advantage of
significantly easier administration with only a one-time main registration of the approx. 3.6
million plots of land to be valued in Lower Saxony instead of regular additional main regis-
trations at 7-year intervals. In the area-location model, new tax assessment notices in the
areas concerned would only arise in the event of major changes in the conditions of a loca-
tion, which could be reviewed by the administration on an automated basis. Overall, this
therefore means significant savings in terms of staff costs and administrative expenses.
The relevant location factor is to result directly from the regulations of Lower Saxony’s real
property tax act. Lower Saxony’s finance administration is only to carry out the — simple —
calculation of these location factors. The result can automatically be included in the calcu-
lation of tax. A “real property tax viewer” is to be made available to taxpayers. This is an
online map, showing the areas and factors. It is an instrument to ensure transparency and
an aid for completing the area details. According to various finance ministries, the aim is to
select a good and fair route for measuring real estate tax, which delivers the lowest possi-
ble burden on citizens, provides security for local authorities and saves much in terms of
staff.

Conclusion

The future real property tax model will neither reform/restructure the budgets of the 16
Laender, nor will it therefore result in changes to ratings and spreads. Ultimately, real es-
tate tax is only due to local authorities, while the Laender are responsible for the planning
effort and costs. Although the end result will not be a genuine patchwork pattern, the var-
iants mean that solutions will be very regionalised. The majority of the Laender — North
Rhine-Westphalia included — have opted for the federal model. In this sense, given the
situation outlined above, the exception again proves the rule.
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ECB tracker

Asset Purchase Programme (APP)

ABSPP CBPP3
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May-21 28,520 290,104
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Portfolio development Distribution of monthly purchases
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Source: ECB, Bloomberg, NORD/LB Markets Strategy & Floor Research
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Covered Bond Purchase Programme 3 (CBPP3)
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Public Sector Purchase Programme (PSPP)

Weekly purchases Development of PSPP volume
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- :Adj.u Ste.d Purchases Expected Difference Ave. tinfe3 Market average®*  Difference
Jurisdiction  distribution (EURM) purchases (EURM) to.matunty (in years)® (in years)
key! (EURm)? (in years)
AT 2.7% 71,167 68,471 2,696 7.5 7.6 -0.1
BE 3.4% 89,678 85,229 4,449 8.0 10.2 -2.2
CcYy 0.2% 3,677 5,034 -1,357 9.9 8.8 1.1
DE 24.3% 605,446 616,694 -11,248 6.6 7.6 -1.0
EE 0.3% 387 6,590 -6,203 9.2 7.5 1.7
ES 11.0% 299,019 278,961 20,058 8.0 8.4 -0.4
Fl 1.7% 36,889 42,971 -6,082 6.9 7.7 -0.8
FR 18.8% 491,798 477,802 13,996 7.2 8.1 -0.9
GR 0.0% 0 0 0 0.0 0.0 0.0
IE 1.6% 39,118 39,615 -497 8.5 10.1 -1.6
IT 15.7% 425,346 397,425 27,921 7.1 7.9 -0.8
LT 0.5% 4,921 13,539 -8,618 10.2 10.6 -0.4
LU 0.3% 3,356 7,706 -4,350 5.6 7.2 -1.7
LV 0.4% 2,882 9,115 -6,233 113 10.4 0.9
MT 0.1% 1,259 2,454 -1,195 9.5 9.2 0.3
NL 5.4% 123,437 137,098 -13,661 7.7 9.0 -1.4
PT 2.2% 46,498 54,753 -8,255 7.0 7.2 -0.2
SI 0.4% 9,255 11,264 -2,009 9.9 10.2 -0.3
SK 1.1% 15,716 26,791 -11,075 8.2 8.3 -0.1
SNAT 10.0% 265,166 253,502 11,665 7.7 8.9 -1.2
Total / Avg. 100.0% 2,535,015 2,535,015 0 73 8.2 -0.9

1 Based on the ECB capital key, adjusted to include supras and the disqualification of Greece

2 Based on the adjusted distribution key

3 Weighted average time to maturity of the bonds eligible for purchasing under the PSPP (semi-annual data, Q1/2021)
Source: ECB, NORD/LB Markets Strategy & Floor Research
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Corporate Sector Purchase Programme (CSPP)

Development of CSPP volume
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Pandemic Emergency Purchase Programme (PEPP)

Holdings (in EURm) Volume already invested (in EURbn)

PEPP
May-21 1,104,465
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Estimated portfolio development
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Average weekly
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Holdings under the PEPP (in EURm)

Asset-backed Covered Corporate Commercial Public Sector

Securities Bonds Bonds Paper Securities PEPP
Mar-21 0 4,055 27,058 12,766 893,844 937,723
May-21 0 4,055 31,014 4,590 1,058,882 1,098,541
A 0 0 +3,956 -8,176 +165,038 +160,818
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Breakdown of private sector securities under the PEPP

Asset-backed securities Covered bonds Corporate bonds Commercial paper
May-21 Primary Secondary Primary  Secondary Primary  Secondary Primary  Secondary
Holdings in EURm 0 0 745 3,310 11,431 19,583 4,397 193
Share 0.0% 0.0% 18.4% 81.6% 36.9% 63.1% 95.8% 4.2%

Source: ECB, Bloomberg, NORD/LB Markets Strategy & Floor Research
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Breakdown of public sector securities under the PEPP

Adj. Deviations @ time to

Jurisdiction (:,oéﬂ;f:) distribution :hE;‘Z from the adj. maturity Mar(li(:t;,:\:sr)agé I?il:‘f‘el;ear::)e
key?! distribution key? (in years)

AT 28,731 2.6% 2.7% 0.1% 9.4 6.9 2.6

BE 36,086 3.3% 3.4% 0.1% 6.7 9.1 -2.5

cy 2,060 0.2% 0.2% 0.0% 9.7 8.3 1.4

DE 261,137 23.7% 24.5% 0.8% 6.1 6.8 -0.7

EE 255 0.3% 0.0% -0.2% 9.0 7.3 1.7

ES 122,583 10.7% 11.5% 0.8% 8.3 7.6 0.7

Fl 18,174 1.7% 1.7% 0.1% 7.3 7.5 -0.2

FR 189,672 18.4% 17.8% -0.6% 8.5 7.7 0.8

GR 25,680 2.2% 2.4% 0.2% 9.5 9.9 -0.5

IE 16,770 1.5% 1.6% 0.1% 9.2 9.5 -0.3

IT 182,946 15.3% 17.2% 1.9% 6.9 7.0 -0.1

LT 2,505 0.5% 0.2% -0.3% 111 9.9 1.2

LU 1,726 0.3% 0.2% -0.1% 7.0 6.6 0.5

LV 1,344 0.4% 0.1% -0.2% 9.8 9.7 0.1

MT 305 0.1% 0.0% -0.1% 7.9 8.7 -0.8

NL 58,043 5.3% 5.5% 0.2% 6.0 8.4 -2.3

PT 23,730 2.1% 2.2% 0.1% 7.4 7.3 0.1

Sl 4,838 0.4% 0.5% 0.0% 9.2 9.3 -0.2

SK 6,384 1.0% 0.6% -0.4% 9.5 8.4 1.1
SNAT 81,801 10.0% 7.7% -2.3% 10.4 8.4 2.1
Total / Avg. 1,064,769 100.0% 100.0% 0.0% 7.6 7.5 0.1

Distribution of public sector assets by jurisdiction Deviations from the adjusted distribution key
300,000 25%

in EURm

250,000 20%
200,000 15%
150,000 10%
100,000 5%
0% I_I__ . _ II_ _I_I_ I-_—,-,— _I_-_l_

50,000

0 B 5%

ugT e =

111 lalns _II_-I
=W > ww v e WeE - E 2B &H X =
= w o> w o w EFO>kEZJE 5 XE <(¢'UDU-"-”LL‘-‘-LD__—'33§Z°-U"”<
< o O w o - - s Za m<Z( %
& B Adjusted capital key PEPP share ®A

1 Based on the ECB capital key, adjusted to include supras 2 Based on the adjusted distribution key
3 Weighted average time to maturity of the bonds eligible for purchasing under the PEPP
Source: ECB, Bloomberg, NORD/LB Markets Strategy & Floor Research
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Aggregated purchase activity under APP and PEPP

Holdings (in EURm)

APP

Apr-21 2,982,164

May-21 3,002,305
A +20,141

Monthly net purchases (in EURm)

PEPP
1,023,766
1,104,465

+80,700

NORD/LB

APP & PEPP
4,005,930
4,106,770
+100,841

170,000
150,000
130,000
110,000
90,000
70,000
50,000
30,000
H u EEEEEEE
-10,000
Jun-20 Jul-20  Aug-20 Sep-20  Oct-20 Nov-20 Dec-20 Jan-21 Feb-21 Mar-21 Apr-21  May-21 >
s 159,091 106,952 78,593 101,322 87,334 98,555 78,092 70,892 80,829 96,082 99,036 100,841 1,157,61
PEPP 120,321 85,423 59,466 67,308 61,985 70,835 57,163 53,046 59,914 73,521 80,118 80,700 869,800
mAPP 38,770 21,529 19,127 34,0014 25,349 27,720 20,929 17,846 20,915 22,561 18,918 20,141 287,819
Weekly purchases Distribution of weekly purchases
35 100%
30 80%
25
60%
20 222 (0l 19.4
£ 15 16.3 . 40%
s 17.1 19.0 L
@ 10 163 200 g 20% 0 0
oo B . L
0 -._-lm 0% = []
-10 -40%
R A A A A R I A A i R R R R R U i i
v @3’ Qbf.\/ 0@» Qbf." 0"} é,;v 0"”'» oY QQ,’J/ QQQ/ v v Qb{} Qv’} Qbﬂ« 0@» é,;v é,;} é,,’} Q(,Q« Qb’)’ QQQ/ QQ,’J/
N N U S N S A SN G QT O T DT AT QT T DT AR X DT
WAPP  PEPP WAPP  PEPP

Source: ECB, Bloomberg, NORD/LB Markets Strategy & Floor Research
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Charts & Figures
Covered Bonds

EUR benchmark volume by country (in EURbn)

124.5; 14.0%

219.8; 24.7% u FR
30.3; 3.4% DE
" ES
31.5;3.5% L
33.5;3.8% & " CA
T
50.5;5.7% ' " NO
- GB
51.7;5.8% 153.1; 17.2% " AT
= SE
55.3; 6.2% * Others
58.9; 6.6% 81.9;9.2%
Top-10 jurisdictions
Rank Country Amount outst. No. of There of
(EURbnN) BMKs ESG BMKs
1 FR 219.8 205 205
2 DE 153.1 229 229
3 ES 81.9 67 67
4 NL 58.9 60 60
5 CA 55.3 48 48
6 IT 51.7 60 60
7 NO 50.5 57 57
8 GB 335 39 39
9 AT 31.5 58 58
10 SE 30.3 36 36

EUR benchmark issue volume by month

14

12 I
]

10 W Turkey

m UK/IE

m Southern Europe

8 .
'E I u m North America
2 Nordics
I I m France
4 | I DACH
I m CEE
2 . I Benelux
B APAC
,mn-0100 R = [
P PSSO DN DO
'9\0 w°\° 'P\e '19\0 '»°\» 'P\N 'S\N 'v”\g '9\0 "D'\e '1?'\0 '»“'\Q '»"’\0
DA AR AT AT DT AT DT AT DT AT DT A

Source: Market data, Bloomberg, NORD/LB Markets Strategy & Floor Research
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EUR benchmark volume by region (in EURbnN)

4.2% 0.8%

5.6%
24.7%
6.2%
9.0%

13.0%

m France
DACH
= Southern Europe

Nordics

= Benelux
North America

m APAC

= UK/IE

21.0% = CEE

15.7%

Avg. Avg. initial Avg. mod.
. . . . Avg. coupon
issue size r‘naturlty [?uratlon (in %)
(EURbN) (in years) (in years)
0.95 10.1 5.5 1.06
0.60 8.4 4.7 0.43
1.13 11.4 3.9 1.79
0.93 11.3 7.4 0.90
1.12 6.1 3.2 0.26
0.83 9.1 4.2 1.41
0.89 7.3 4.0 0.45
0.89 8.6 3.5 1.02
0.54 10.0 6.5 0.63
0.84 7.5 3.6 0.44
EUR benchmark issue volume by year
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140
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w
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EUR benchmark maturities by month
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Modified duration and time to maturity by country
8
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2

1 ]
0 |

AT AU BE CACH CZ DE DK EE ES FI FRGBGR IE IT JP KR LU NLNONZ PL PT SE SG SK

m Avg. remaining maturity (in years) Avg. mod. duration

EUR benchmark volume (ESG) by country (in EURbn)
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3.50; 11.5% NO
= DE
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n T
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Source: Market data, Bloomberg, NORD/LB Markets Strategy & Floor Research
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EUR benchmark maturities by year
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Rating distribution (volume weighted)
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EUR benchmark volume (ESG) by type (in EURbn)
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Spread development by country Covered bond performance (Total return)
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Spread overview?
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Charts & Figures
SSA/Public Issuers

Outstanding volume (bmk)

EUR 1890,9bn
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Issue volume by year (bmk)
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Germany (by segments) France (by risk weight)
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Appendix

NORD/LB

Overview of latest Covered Bond & SSA View editions

Publication
21/2021 ¢ 16 June

20/2021 ¢ 09 June

19/2021 ¢ 02 June

18/2021 ¢ 19 May

17/2021 ¢ 12 May

16/2021 ¢ 05 May

15/2021 ¢ 28 April
14/2021 ¢ 22 April

13/2021 ¢ 14 April

12/2021 ¢ 31 March

11/2021 ¢ 24 March

10/2021 ¢ 17 March

09/2021 ¢ 10 March

08/2021 ¢ 03 March

07/2021 ¢ 24 February

NORD/LB:

Markets Strategy & Floor Research

Topics

ICMA Green and Social Bond Principles: 2021 update

The covered bond universe of Moody’s: an overview Covered bonds vs. senior unsecured bonds

PEPP reporting: increased pace of purchases in Q2

Covered bonds vs. senior unsecured bonds

ECB preview: Spectre of inflation fuelling tapering thoughts
FX covered bonds: Same symptomatology as EUR benchmarks?

United Overseas Bank reinvigorates the market in Singapore
Transparency requirements §28 PfandBG Q1 2021

ASB Finance opens primary market “Down Under”: Our outlook for the rest of the year

Development of the German property market

Austria implements requirements of the covered bond directive and harmonises existing legal framework

EIB goes Blockchain
EU Taxonomy meets the market for sustainable covered bonds

LCR levels and risk weights of EUR benchmarks
NextGenerationEU: NGEU is taking shape

Predominant ECB strategy: wait-and-see but remain proactive

PEPP reporting: First year done; a second (at least) now follows

OSFl abandons temporarily increased 10% limit with immediate effect: (in)direct implications for Canadian
benchmarks

Unusual Q1 and revised supply forecast for 2021

Collective Action Clauses (CACs)

Surprising dynamic: Eurosystem lends EUR 331bn to EMU banks via TLTRO II1.7

German Pfandbrief savings banks in Q4 2020

Transparency requirements §28 PfandBG Q4/2020

Credit authorisations for German Bundeslaender in 2021

Moody’s covered bond universe — an overview

Oldenburgische Landesbank expands sub-benchmark segment

Repayment structures on the covered bond market

ECB in a tight spot: litmus test for PEPP flexibility and preview of the second interest rate meeting of the
year

An overview of the EUR sub-benchmark segment

ECB: crowding-out effects take hold

PEPP vs. PSPP: Similarities and differences

NORD/LB:
Covered Bond Research

NORD/LB:
SSA/Public Issuer Research

Bloomberg:
RESP NRDR <GO>



http://www.nordlb.com/floor-research
http://www.nordlb.com/research/fixed-income/covered-bonds
http://www.nordlb.com/research/fixed-income/public-issuers
https://blinks.bloomberg.com/screens/RESP%20NRDR
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Appendix
Publication overview

Covered Bonds:
Issuer Guide Covered Bonds 2020
Risk weights and LCR levels of covered bonds
Transparency requirements §28 PfandBG

Transparenzvorschrift §28 PfandBG Sparkassen (German only)

SSA/Public Issuers:
Issuer Guide — Supranationals & Agencies 2019
Issuer Guide — Canadian Provinces & Territories 2020
Issuer Guide — German Bundeslaender 2020

Issuer Guide — Down Under 2019

Fixed Income:
ESG update
Analysis of ESG reporting
ECB holds course, but ups the ante — PEPP running until 2022
ECB launches corona pandemic emergency

ECB responds to corona risks

NORD/LB: NORD/LB: NORD/LB:
Markets Strategy & Floor Research Covered Bond Research SSA/Public Issuer Research

NORD/LB

Bloomberg:
RESP NRDR <GO>



http://www.nordlb.com/floor-research
http://www.nordlb.com/research/fixed-income/covered-bonds
http://www.nordlb.com/research/fixed-income/public-issuers
https://blinks.bloomberg.com/screens/RESP%20NRDR
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Appendix
Contacts at NORD/LB

Markets Strategy & Floor Research

Melanie Kiene

Banks

+49 511 361-4108

+49 172 169 2633
melanie.kiene@nordlb.de

Dr Frederik Kunze

Covered Bonds

+49 511 361-5380

+49 172 354 8977
frederik.kunze@nordlb.de

Sales

Institutional Sales +49 511 9818-9440

Sales Sparkassen &

Regionalbanken +49 511 9818-9400

Sales MM/FX +49 511 9818-9460

Sales Europe +352 452211-515

Origination & Syndicate

Origination FI +49 511 9818-6600
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Disclaimer

The present report (hereinafter referred to as “information”) was drawn up by NORDDEUTSCHE LANDESBANK GIROZENTRALE (NORD/LB). The supervisory
authorities responsible for NORD/LB are the European Central Bank (ECB), SonnemannstraBe 20, D-60314 Frankfurt am Main, and the Federal Financial
Supervisory Authority in Germany (Bundesanstalt fiir Finanzdienstleitungsaufsicht; BaFin), Graurheindorfer Str. 108, D-53117 Bonn and Marie-Curie-Str. 24-
28, D-60439 Frankfurt am Main. The present report and the products and services described herein have not been reviewed or approved by the relevant
supervisory authority.

The present information is addressed exclusively to Recipients in Austria, Belgium, Canada, Cyprus, the Czech Republic, Denmark, Estonia, Finland, France,
Germany, Greece, Indonesia, Ireland, Italy, Japan, Korea, Luxembourg, the Netherlands, New Zealand, Poland, Portugal, Singapore, Portugal, Spain, Sweden,
Switzerland, the Republic of China (Taiwan), Thailand, the United Kingdom and Vietnam (hereinafter referred to as “Relevant Persons” or “Recipients”). The
contents of the information are disclosed to the Recipients on a strictly confidential basis and, by accepting such information, the Recipients shall agree that
they will not forward it to third parties, copy and/or reproduce this information without the prior written consent of NORD/LB. The present information is
addressed solely to the Relevant Persons and any parties other than the Relevant Persons shall not rely on the information contained herein. In particular,
neither this information nor any copy thereof shall be forwarded or transmitted to the United States of America or its territories or possessions, or distributed
to any employees or affiliates of Recipients resident in these jurisdictions.

The present information does not constitute financial analysis within the meaning of Art. 36 (1) of the Delegate Regulation (EU) 2017/565, but rather repre-
sents a marketing communication for your general information within the meaning of Art. 36 (2) of this Regulation. Against this background, NORD/LB ex-
pressly points out that this information has not been prepared in accordance with legal provisions promoting the independence of investment research and
is not subject to any prohibition of trading following the dissemination of investment research. This information also constitutes an investment recommenda-
tion or investment strategy recommendation within the meaning of Market Abuse Regulation (EU) No. 596/2014 and complies with the applicable provisions of
this regulation and Delegated Regulation (EU) 2016/958 as well as the Securities Trading Act (see the supplementary details at the end of this information).

This information has been prepared by the Markets Strategy & Floor Research division, which is organisationally assigned to the Markets trading division within
NORD/LB and which offers comprehensive securities services to the clients of the bank. Information may therefore be exchanged between the Floor Research
and Trading divisions which may influence the content of this information. Against this background, the possibility cannot be ruled out that NORD/LB has its
own holdings in the financial instruments described herein or in the issuers described herein and participates in the issue of such financial instruments as well
as providing other services to such issuers or has other financial interests in these financial instruments or issuers. It also cannot be ruled out that the remuner-
ation of the employees of the Markets Strategy & Floor Research division is indirectly linked to the overall performance of the Markets division, however, a
direct linking of remuneration to transactions in investment services or trading fees is prohibited. Against this background, there are potential conflicts of
interest that could fundamentally influence the objectivity of the recommendations contained herein.

NORD/LB has, however, taken extensive precautions to deal with potential conflicts of interest and to avoid them:

Arrangements for dealing with and avoiding conflicts of interest and for the confidential treatment of sensitive client and business data:

Business areas that may have regular access to sensitive and confidential information are classified as confidentiality areas by the Compliance Office and sepa-
rated from other areas in terms of function, location and technical data processing measures. The trading division (Markets) is classified as such a confidentiality
area. The exchange of information between individual confidentiality areas requires the approval of the Compliance Office.

The forwarding of confidential information which may have an impact on securities’ prices is monitored by the NORD/LB Compliance Office, which is independ-
ent of the trading, business and settlement departments. The Compliance Office can issue any trading prohibitions and restrictions which may be necessary to
ensure that information which may have an influence on securities’ prices is not misused and to prevent confidential information from being passed on to areas
which may only use publicly accessible information. Employees of the Markets Strategy & Floor Research unit are obliged to inform the Compliance Office of all
transactions (including external) that they carry out for their own account or on behalf of a third party or in the interests of a third party. This will enable the
Compliance Office to identify any unauthorised transactions by these employees.

Further information on this can be found in our Conflict of Interest Policy, which is available on request from the NORD/LB Compliance Office.

Supplementary important information:

This information and the details contained herein have been prepared and are provided for information purposes only. It is not intended to be an incentive for
investment activities. It is provided for the personal information of the Recipient with the express understanding, acknowledged by the Recipient, that it does
not constitute a direct or indirect offer, an individual recommendation, solicitation to buy, hold or sell, an invitation to subscribe or acquire any securities or
other financial instruments, nor any measure by which financial instruments might be offered or sold.

All actual details, information and statements contained herein were derived from sources considered reliable by NORD/LB. However, since these sources are
not verified independently, NORD/LB cannot give any assurance as to or assume responsibility for the accuracy and completeness of the information contained
herein. The opinions and prognoses given herein on the basis of these sources constitute a non-binding evaluation of the employees of the Markets Strategy &
Floor Research division of NORD/ LB. Any changes in the underlying premises may have a material impact on the developments described herein. Neither
NORD/LB nor its governing bodies or employees can give any assurances as to or assume any responsibility or liability for the accuracy, appropriateness and
completeness of this information or for any loss of return, any indirect, consequential or other damage which may be suffered by persons relying on the infor-
mation or any statements or opinions expressed in the present Report (irrespective of whether such losses are incurred due to any negligence on the part of
such persons or otherwise).
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Past performance is not a reliable indicator of future performance. Exchange rates, price fluctuations of the financial instruments and similar factors may have a
negative impact on the value and price of and return on the financial instruments referred to herein or any instruments linked thereto. Fees and commissions
apply in relation to securities (purchase, sell, custody), which reduce the return on investment. An evaluation made on the basis of the historical performance of
any security does not necessarily give an indication of its future performance.

The present information neither constitutes any investment, legal, accounting or tax advice nor any assurance that an investment or strategy is suitable or
appropriate in the light of the Recipient’s individual circumstances, and nothing in this information constitutes a personal recommendation to the Recipient
thereof. The securities or other financial instruments referred to herein may not be suitable for the Recipient’s personal investment strategies and objectives,
financial situation or individual needs.

Moreover, the present report in whole or in part is not a sales or other prospectus. Accordingly, the information contained herein merely constitutes an over-
view and does not form the basis for any potential decision to buy or sell on the part of an investor. A full description of the details relating to the financial
instruments or transactions which may relate to the subject matter of this report is given in the relevant (financing) documentation. To the extent that the
financial instruments described herein are NORD/LB’s own issues and subject to the requirement to publish a prospectus, the conditions of issue applicable to
any individual financial instrument and the relevant prospectus published with respect thereto as well NORD/LB's relevant registration form, all of which are
available for download at www.nordlb.de and may be obtained free of charge from NORD/LB, Georgsplatz 1, 30159 Hanover, shall be solely binding. Further-
more, any potential investment decision should be made exclusively on the basis of such (financing) documentation. The present information cannot replace
personal advice. Before making an investment decision, each Recipient should consult an independent investment adviser for individual investment advice with
respect to the appropriateness of an investment in financial instruments or investment strategies subject to this information as well as for other and more
recent information on certain investment opportunities.

Each of the financial instruments referred to herein may involve substantial risks, including capital, interest, index, currency and credit risks in addition to politi-
cal, fair value, commodity and market risks. The financial instruments could experience a sudden and substantial deterioration in value, including a total loss of
the capital invested. Each transaction should only be entered into on the basis of the relevant investor’s assessment of his or her individual financial situation as
well as of the suitability and risks of the investment.

NORD/LB and its affiliated companies may participate in transactions involving the financial instruments described in the present information or their underly-
ing basis values for their own account or for the account of third parties, may issue other financial instruments with the same or similar features as those of the
financial instruments presented in this information and may conduct hedging transactions to hedge positions. These measures may affect the price of the
financial instruments described in the present information.

If the financial instruments presented in this information are derivatives, they may, depending on their structure, have an initial negative market value from the
customer's perspective at the time the transaction is concluded. NORD/LB further reserves the right to transfer its economic risk from a derivative concluded
with it to a third party on the market by means of a mirror-image counter transaction.

More detailed information on any commission payments which may be included in the selling price can be found in the “Customer Information on Securities
Business" brochure, which is available to download at www.nordlb.de.

The information contained in the present report replaces all previous versions of corresponding information and refers exclusively to the time of preparation of
the information. Future versions of this information will replace this version. NORD/LB is under no obligation to update and/or regularly review the data con-
tained in such information. No guarantee can therefore be given that the information is up-to-date and continues to be correct.

By making use of this information, the Recipient shall accept the terms and conditions outlined above.

NORD/LB is a member of the protection scheme of Deutsche Sparkassen-Finanzgruppe. Further information for the Recipient is indicated in clause 28 of the
General Terms and Conditions of NORD/LB or at www.dsgv.de/sicherungssystem.

Additional information for Recipients in Australia

NORD/LB IS NOT A BANK OR DEPOSIT TAKING INSTITUTION AUTHORISED UNDER THE 1959 BANKING ACT OF AUSTRALIA. IT IS NOT SUPERVISED BY THE AUS-
TRALIAN PRUDENTIAL REGULATION AUTHORITY.

NORD/LB does not provide personal advice with this information and does not take into account the objectives, financial situation or needs of the Recipient
(other than for the purpose of combating money laundering).

Additional information for Recipients in Austria

None of the information contained herein constitutes a solicitation or offer by NORD/LB or its affiliates to buy or sell any securities, futures, options or other
financial instruments or to participate in any other strategy. Only the published prospectus pursuant to the Austrian Capital Market Act should be the basis for
any investment decision of the Recipient. For regulatory reasons, products mentioned herein may not be on offer in Austria and therefore not available to
investors in Austria. Therefore, NORD/LB may not be able to sell or issue these products, nor shall it accept any request to sell or issue these products to inves-
tors located in Austria or to intermediaries acting on behalf of any such investors.

Additional information for Recipients in Belgium
Evaluations of individual financial instruments on the basis of past performance are not necessarily indicative of future results. It should be noted that the
reported figures relate to past years.


http://www.dsgv.de/sicherungssystem
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Additional information for Recipients in Canada

This report has been prepared solely for information purposes in connection with the products it describes and should not, under any circumstances, be con-
strued as a public offer or any other offer (direct or indirect) to buy or sell securities in any province or territory of Canada. No financial market authority or
similar regulatory body in Canada has made any assessment of these securities or reviewed this information and any statement to the contrary constitutes an
offence. Potential selling restrictions may be included in the prospectus or other documentation relating to the relevant product.

Additional information for Recipients in Cyprus

This information constitutes an analysis within the meaning of the section on definitions of the Cyprus Directive D1444-2007-01 (No. 426/07). Furthermore, this
information is provided for information and promotional purposes only and does not constitute an individual invitation or offer to sell, buy or subscribe to any
investment product.

Additional information for Recipients in the Czech Republic
There is no guarantee that the invested amount will be recouped. Past returns are no guarantee of future results. The value of the investments may rise or fall.
The information contained herein is provided on a non-binding basis only and the author does not guarantee the accuracy of the content.

Additional information for Recipients in Denmark

This Information does not constitute a prospectus under Danish securities law and consequently is not required to be, nor has been filed with or approved by
the Danish Financial Supervisory Authority, as this Information either (i) has not been prepared in the context of a public offering of securities in Denmark or the
admission of securities to trading on a regulated market within the meaning of the Danish Securities Trading Act or any executive orders issued pursuant there-
to, or (ii) has been prepared in the context of a public offering of securities in Denmark or the admission of securities to trading on a regulated market in reli-
ance on one or more of the exemptions from the requirement to prepare and publish a prospectus in the Danish Securities Trading Act or any executive orders
issued pursuant thereto.

Additional information for Recipients in Estonia
It is advisable to closely examine all the terms and conditions of the services provided by NORD/LB. If necessary, Recipients of this information should consult
an expert.

Additional information for Recipients in Finland

The financial products described herein may not be offered or sold, directly or indirectly, to any resident of the Republic of Finland or in the Republic of Finland,
except pursuant to applicable Finnish laws and regulations. Specifically, in the case of shares, such shares may not be offered or sold, directly or indirectly, to
the public in the Republic of Finland as defined in the Finnish Securities Market Act (746/2012, as amended). The value of investments may go up or down.
There is no guarantee of recouping the amount invested. Past performance is no guarantee of future results.

Additional information for Recipients in France

NORD/LB is partially regulated by the “Autorité des Marchés Financiers” for the conduct of French business. Details concerning the extent of our regulation by
the respective authorities are available from us on request.

The present information does not constitute an analysis within the meaning of Article 24 (1) Directive 2006/73/EC, Article L.544-1 and R.621-30-1 of the French
Monetary and Financial Code, but does represent a marketing communication and does qualify as a recommendation pursuant to Directive 2003/6/EC and
Directive 2003/125/EC.

Additional information for Recipients in Greece

The information contained herein gives the view of the author at the time of publication and may not be used by its Recipient without first having confirmed
that it remains accurate and up to date at the time of its use.

Past performance, simulations or forecasts are therefore not a reliable indicator of future results. Investment funds have no guaranteed performance and past
returns do not guarantee future performance.

Additional information for Recipients in Indonesia
This report contains generic information and has not been tailored to the circumstances of any individual or specific Recipient. This information is part of
NORD/LB’s marketing material.

Additional information for Recipients in the Republic of Ireland

This information has not been prepared in accordance with Directive (EU) 2017/1129 (as amended) on prospectuses (the “Prospectus Directive”) or any
measures made under the Prospectus Directive or the laws of any Member State or EEA treaty adherent state that implement the Prospectus Directive or such
measures and therefore may not contain all the information required for a document prepared in accordance with the Prospectus Directive or the laws.

Additional information for Recipients in Japan

This information is provided to you for information purposes only and does not constitute an offer or solicitation of an offer to enter into securities transactions
or commodity futures transactions. Although the actual data and information contained herein has been obtained from sources which we believe to be reliable
and trustworthy, we are unable to vouch for the accuracy and completeness of this actual data and information.

Additional information for Recipients in South Korea

This information has been provided to you free of charge for information purposes only. The information contained herein is factual and does not reflect any
opinion or judgement of NORD/LB. The information contained herein should not be construed as an offer, marketing, solicitation to submit an offer or invest-
ment advice with respect to the financial investment products described herein.
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Additional information for Recipients in Luxembourg
Under no circumstances shall the present information constitute an offer to purchase or issue or the solicitation to submit an offer to buy or subscribe for
financial instruments and financial services in Luxembourg.

Additional information for Recipients in New Zealand
NORDY/LB is not a bank registered in New Zealand. This information is for general information only. It does not take into account the Recipient's financial situa-
tion or objectives and is not a personalised financial advisory service under the 2008 Financial Advisers Act.

Additional information for Recipients in the Netherlands
The value of your investment may fluctuate. Past performance is no guarantee for the future.

Additional information for Recipients in Poland
This information does not constitute a recommendation within the meaning of the Regulation of the Polish Minister of Finance Regarding Information Consti-
tuting Recommendations Concerning Financial Instruments or Issuers thereof dated 19 October 2005.

Additional information for Recipients in Portugal

This information is intended only for institutional clients and may not be (i) used by, (ii) copied by any means or (iii) distributed to any other kind of investor, in
particular not to retail clients. The present information does not constitute or form part of an offer to buy or sell any of the securities covered by the report, nor
should it be understood as a request to buy or sell securities where that practice may be deemed unlawful. The information contained herein is based on in-
formation obtained from sources which we believe to be reliable, but is not guaranteed as to accuracy or completeness. Unless otherwise stated, all views
contained herein relate solely to our research and analysis and are subject to change without notice.

Additional information for Recipients in Sweden

This information does not constitute (or form part of) a prospectus, offering memorandum, any other offer or solicitation to acquire, sell, subscribe for or
otherwise trade in shares, subscription rights or other securities, nor shall it or any part of it form the basis of or be relied on in connection with any contract or
commitment whatsoever. The present information has not been approved by any regulatory authority. Any offer of securities will only be made pursuant to an
applicable prospectus exemption under the EC Prospectus Directive (Directive (EU) 2017/1129), and no offer of securities is being directed to any person or
investor in any jurisdiction where such action is wholly or partially subject to legal restrictions or where such action would require additional prospectuses,
other offer documentation, registrations or other actions.

Additional information for Recipients in Switzerland

This information has not been approved by the Federal Banking Commission (merged into the Swiss Financial Market Supervisory Authority (FINMA) on 1 Janu-
ary 2009). NORD/LB will comply with the Directives of the Swiss Bankers Association on the Independence of Financial Research (as amended). The present
information does not constitute an issuing prospectus pursuant to article 652a or article 1156 of the Swiss Code of Obligations. The information is published
solely for the purpose of information on the products mentioned herein. The products do not qualify as units of a collective investment scheme pursuant to the
Federal Act on Collective Investment Schemes (CISA) and are therefore not subject to supervision by FINMA.

Additional information for Recipients in Singapore

This information is directed only at accredited investors or institutional investors under the Securities and Futures Act in Singapore. This information is intended
for general distribution only. It does not constitute investment advice and does not take into account the specific investment objectives, financial situation or
particular needs of the Recipient. It is recommended that advice be obtained from a financial adviser regarding the suitability of the investment product in light
of the specific investment objectives, financial situation and special needs of the Recipient before agreeing to purchase the investment product.

Additional information for Recipients in the Republic of China (Taiwan)

This information is provided for general information only and does not take into account the individual interests or requirements, financial status and invest-
ment objectives of any specific investor. Nothing herein should be construed as a recommendation or advice for you to subscribe to a particular investment
product. You should not rely solely on the information provided herein when making your investment decisions. When considering any investment, you should
endeavour to make your own independent assessment and determination on whether the investment is suitable for your needs and seek your own professional
financial and legal advice.

NORD/LB has taken all reasonable care in producing this report and trusts that the information is reliable and suitable for your situation at the date of publica-
tion or delivery. However, no guarantee of accuracy or completeness is given. To the extent that NORD/LB has exercised the due care of a good administrator,
we accept no responsibility for any errors, omissions, or misstatements in the information given. NORD/LB does not guarantee any investment results and does
not guarantee that the strategies employed will improve investment performance or achieve your investment objectives.

Information for Recipients in the United Kingdom

NORD/LB is subject to partial regulation by the Financial Conduct Authority (FCA) and the Prudential Regulation Authority (PRA). Details of the scope of regula-
tion by the FCA and the PRA are available from NORD/LB on request. The present information is "financial promotion". Recipients in the United Kingdom should
contact the London office of NORD/LB, Investment Banking Department, telephone: 0044 / 2079725400, in the event of any queries. An investment in financial
instruments referred to herein may expose the investor to a significant risk of losing all the capital invested.
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Additional information
Time of going to press: 23 June 2021 08:49h (CET)

Disclosure of possible conflicts of interest at NORD/LB in accordance with Section 85 (1) of the German Securities Trading Act (WpHG) in conjunction with
Article 20 of the Market Abuse Regulation (EU) No. 596/2014 and Articles 5 and 6 of Regulation (EU) 2016/958.
None

Sources and price details

For the preparation of investment recommendations, we use issuer-specific financial data providers, our own estimates, company information and publicly
available media. Unless otherwise stated in the information, price information refers to the closing price of the previous day. Fees and commissions are in-
curred in connection with securities (purchase, sale, custody), which reduce the return on the investment.

Basis of valuation and frequency of updates

For the preparation of investment recommendations, we use company-specific methods from fundamental securities’ analysis, quantitative / statistical meth-
ods and models as well as from technical information processes. It should be noted that the results of the information are snapshots and past performance is
not a reliable indicator of future returns. The basis of valuation may change at any time and in an unforeseeable manner, which may lead to divergent assess-
ments. The recommendation horizon is 6 to 12 months. The above information is prepared on a weekly basis. Recipients have no right to publish updated
information. For more detailed information on our assessment bases, check under: www.nordlb-pib.de/Bewertungsverfahren.

Recommendation system Breakdown of recommendations (12 months)
Positive: Positive expectations for the issuer, a bond type or a bond placed by the Positive: 37%
issuer. Neutral: 55%

Neutral: Neutral expectations for the issuer, a bond type or a bond of the issuer.

Negative: Negative expectations for the issuer, a type of bond or a bond placed by the issuer.
Relative Value (RV): Relative recommendation to a market segment, an individual issuer or a
range of maturities.

Negative: 8%

Recommendation record (12 months)
For an overview of our overall pension recommendations for the past 12 months, please visit www.nordlb-pib.de/empfehlungsuebersicht_renten. The pass-
word is "renten/Liste3".

Issuer / security Date Recommendation Bond type Cause

Distribution: 23.06.2021 16:00



