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Market overview
Covered Bonds

Author: Dr Frederik Kunze

Primary market: Yorkshire Building Society elevates the UK to the circle of ESG issuers
Right at the start of the new trading week, there were signs of growth in the sub-segment
of covered bond issuances in ESG format, with the Yorkshire Building Society becoming the
first UK issuer to make a foray into the sub-segment of ESG covered bonds. This social cov-
ered bond worth EUR 500m (7y) started out in the marketing phase at ms +14bp area. The
re-offer spread was eventually fixed at ms +9bp, while the order book for what was just the
third EUR benchmark from the UK so far this year amounted to EUR 1.4bn. In total, the
issuance volume from the UK in the year to date now amounts to EUR 1.75bn, which is
counteracted by maturities of EUR 13.1bn for the full year 2021. Last week, UniCredit Bank
AG topped up its Pfandbrief deal HVB 0 1/4 01/15/32 by EUR 250m. The spread stood at
ms -1bp and the order books totalled EUR 438m.

Issuer Country Timing ISIN Maturity Size Spread Rating ESG

SpareBank 1 Boligkreditt NO 27.10. XS2404591161 7.0y 1.00bn ms +3bp -/ Aaa/- -

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

S&P offers view on the Dutch covered bond market

As part of the most recent edition of its own publication series “Covered Bond Market In-
sights”, the rating agency Standard & Poor’s (S&P) discussed developments on the covered
bond market in the Netherlands. According to information from the rating agency itself,
S&P currently rates nine out of the country’s 14 programmes. Dutch covered bond legisla-
tion has not yet been adjusted in line with the harmonisation efforts at EU level, but we
nevertheless share the assessment of S&P that only minor adjustments will be needed
here. In this context, S&P cites in particular the specific requirements related to extendable
maturity structures for covered bonds. Soft bullet deals are already an established part of
the Dutch covered bond market and are increasingly taking up further space or, in other
words, constraining the issuance of CPT structures. S&P covers the latter aspect in the con-
text of the CBPP3, within the framework of which CPT covered bonds are no longer eligible
for purchase. In terms of market-specific challenges, S&P also identifies developments on
the property market, which are making it harder for people in the Netherlands to own their
own homes. Looking at the covered bond rating, however, S&P evaluates the risk of a rat-
ing downgrade as a consequence of price declines on the property market as modest.

EMF-ECBC publish “Hypostat 2021”

The statistical report from the EMF-ECBC “Hypostat 2021” delivers a comprehensive over-
view of developments on the residential property and mortgage market. Published on an
annual basis, the report covers the 27 EU member states in addition to a further 13 juris-
dictions and presents a summary of the trends observed on the respective sub-markets.
Accordingly, house prices in Europe rose by +4.8% in 2020 (2019: +5.8%). The volume of
outstanding real estate financing also displays a sustained growth trend (EU27 in 2020:
+4.5% Y/Y to EUR 6.17tn). Alongside data on property markets, the 2021 edition also co-
vers the driving forces behind developments on property markets in 2020. These include
both the implications related to payment holidays in the context of the COVID-19 crisis and
ESG risks in a banking context.


https://hypo.org/emf/publications/hypostat/
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Eurosystem influence on the covered bond market: how can the CBPP3 proceed in 2022?

In today’s issue of our weekly publication, we will discuss the further course of purchases
under the ECB’s Pandemic Emergency Purchase Programme (PEPP) as part of a Cross Asset
article. In a straight analysis, the PEPP’s direct influence on the covered bond market can
be regarded as limited in the sense that covered bonds are only rarely purchased as part of
the pandemic programme. At the same time, however, the question as to how things will
proceed in connection with the PEPP is certainly highly relevant, also for the CBPP3, and
therefore for the covered bond segment too. In this context, various scenarios are feasible.
Rather than considering every possible factor in play, we intend to run through two theo-
retical scenarios. In the first scenario, we assume a higher absolute purchase volume of
covered bonds. In this context, a significant volume of PEPP purchases would — after this
programme has come to an end — be “transferred” to the APP, with the shares under the
APP largely remaining unchanged. In this respect, with a continued 10% share of covered
bonds, the monthly volume purchased under the CBPP3 would increase accordingly. In
contrast, under the second scenario, the result could be a decline in the purchase volume if
the observable overweighting of public sector debt securities (under the PEPP) were to be
transferred into the APP and if the Eurosystem were at the same time to aim to continue
purchasing the highest possible share of these issuances. Assuming that the new APP
makes far fewer purchases overall than the previous APP and PEPP combined, a substitu-
tion relationship at the expense of the covered bonds would have to be assumed in the
context of this second scenario. While the first scenario would be more likely to support
spreads, the second scenario could well lead to spread widening. However, since the EUR
benchmark segment will be characterised by a negative net supply in 2022 — we are antici-
pating an issuance volume in the order of EUR 119bn set against expected maturities of
EUR 138bn — we would not overestimate the sustainable character of pronounced spread
widening under the second scenario in this hypothetical analysis. However, from our per-
spective, the situation could play out differently if covered bond purchases were reduced
in the context of genuine tapering.

Riksbank discusses the influence of its own monetary policy on risk premiums

The Swedish central bank, Riksbank, was one of the central banks that opted to purchase
covered bonds in the wake of the outbreak of COVID-19 and the ensuing crisis. As part of a
recent working paper, Riksbank has now discussed the influence of its own monetary policy
on risk spreads. While the author extensively describes the understandable challenges with
a view to deriving the specific influence of individual measures on spreads, we would em-
phasize the fundamental discovery that the risk premium for the covered bonds in ques-
tion has decreased to a value of zero. Unsurprisingly, the working paper concludes: “Even
when covered bonds are collateralised with high quality securities, this does not necessari-
ly mean that the risk premiums should amount to zero under normal circumstances. For
this reason, it is possible that risk premiums will rise again when market conditions return
to normal.”This statement refers explicitly to the Swedish sub-market of bonds denomi-
nated in SEK that were purchased by Riksbank. However, to a certain extent, this line of
thinking can also be applied to other markets such as the EUR benchmark segment or other
currency areas.
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Market overview
SSA/Public Issuers

Author: Dr Norman Rudschuck, CIIA

EU Annual Budget Conference delivers news both old and new

Following the European Parliament’s approval, the European Council adopted the EU’s
Multiannual Financial Framework for 2021-2027 on 17 December 2020. The regulation,
which we looked at in detail a year ago, provides for a long-term EU27 budget of EUR
1,074.3 bn in 2018 prices and is inclusive of the European Development Fund. Together
with the NextGenerationEU programme amounting to EUR 750bn, the EU will over the
next few years therefore be able to make funds available at the unprecedented level of at
least EUR 1.8tn to combat the COVID-19 pandemic and support long-term priorities in a
very wide range of areas. A few words at this juncture regarding the process here. Three
EU institutions are involved in the procedure to adopt the annual EU budget: the European
Commission, the European Council and the European Parliament. It starts in the February
of the preceding year when the Council and Parliament accept the guidelines. The Com-
mission then submits a draft proposal to the Council and Parliament, generally in the May.
Between July and September, the Council determines its position, which the Parliament
can either approve or amend in the following month. This is the stage that has just taken
place. The EU’s annual budget is generally adopted by the end of the preceding year. If no
agreement can be reached, the new budget is generally drawn up in accordance with the
“provisional twelfths” system, whereby no more than one twelfth of the previous year’s
budget may be spent per month. This is different from the Multiannual Financial Frame-
work, referred to above, which is set up on a long-term basis. Short-term budget changes
serve to adjust the EU budget to new developments. Changes can become necessary on
the expenditure side, to cover new requirements resulting from crises such as the COVID-
19 pandemic, for example. On the income side, amendments may be required if revenue
from the various sources is lower than forecast or there are unexpected surpluses from the
previous year. Johannes Hahn is the Commissioner responsible for budget and administra-
tion and opened the Annual Budget Conference on Monday. He highlighted the impact of
the record stimulus package resulting from the long-term budget in conjunction with the
firepower of the NGEU programme. Hahn's tasks include a smooth and swift transition to
the long-term EU budget for 2021-2027, as well as leading the annual assessment of ac-
counts (“discharge process”). The NextGenerationEU programme has broken new ground:
it enables the Commission to issue bonds on a large scale which are backed by the EU
budget and will help the EU emerge stronger from the coronavirus crisis. This means that
the European Union can incur debt to support all Member States in fighting the crisis and
building resilience. Hahn went on to say that the stimulus package has already shown the
power of Europe as a learning Union: while it took 8 years to recover from the previous
crisis, all countries are expected to be at, or above, pre-pandemic growth levels by the end
of next year. The EU will soon become the biggest issuer of green bonds. Moreover, a total
of 11 Member States have already issued green bonds and a further three have announced
their intention to do so in 2022.
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Issuer
AUCKCN

Future of the EU in light of the budget — the most promising candidates

Five countries currently hold the official status of EU accession candidates. Article 49 of the
EU Treaty gives every European country the right to apply to join the European Union. The
EU grants official “accession candidate” status to those countries that have submitted an
entry application which, following a positive recommendation by the European Commis-
sion, has been unanimously accepted by the EU Council. The exact accession procedure is
explained in the article “Enlargement of the European Union”. As a result of their number,
the current candidates (Albania, Montenegro, North Macedonia, Serbia, Turkey) are desig-
nated CC-5 (Copenhagen criteria). Turkey has been part of a customs union with the EU
since 1996, and has been an official accession candidate since 1999, with negotiations
starting in 2005. However, for some years (since 2017 at least), the country has only been
included for “statistical purposes” as its accession is nowadays more unrealistic than ever.
Negotiations with Montenegro have officially been underway since 18 December 2012 and
it was granted candidate status back at the end of 2010. There is little to no resistance in
the case of Montenegro to date but it has still taken nine years to fulfil all the criteria. Fur-
ther efforts are still required with regard to the creation and implementation of adminis-
trative capacity, as well as in terms of press freedom and freedom of speech. Albania has
been an official EU accession candidate since 24 June 2014 and the European Council re-
solved at the end of March 2020 to start accession negotiations. However, the beginning of
actual talks was blocked in November 2020 by the Netherlands. The country formerly
known as the Republic of Macedonia was granted accession candidate status on 17 De-
cember 2005, but the name dispute with Greece led to delays until this was clarified in
2018 when the country was renamed North Macedonia. The start of accession negotia-
tions was also resolved at the end of March 2020 but was blocked in November 2020 by
Bulgaria. With regard to Serbia, the UN war crimes tribunal prevented notable progress for
many years. Following the arrests of Tolimir (2007), Karadzi¢ (2008) and Mladié¢ (2011),
Serbia was granted accession candidate status in March 2012. However, the start of Ser-
bia’s negotiations was contingent on the country resuming mediation talks with Kosovo.
The accession negotiations began at the start of 2014. Among other aspects, the EU is sup-
porting the Western Balkan states with a COVID-19 package of up to EUR 3.3bn to help
mitigate the socio-economic repercussions of the crisis. In addition, the European Commis-
sion has presented an economic and investment plan for the Western Balkans with a total
funding volume of up to EUR 9bn. According to the EU, further potential candidates are
Kosovo as well as Bosnia and Herzegovina. Iceland has wished not to be regarded as a can-
didate back in March 2015.

Primary market

While new issuance activity increased in the Corporates sector in particular, new deals in
the SSA segment were few and far between. Auckland Council issued mandates for a green
senior secured bond with a volume of EUR 500m (WNG). As we understand it, bonds from
Auckland (ticker AUCKCN) carry a risk weighting of 20% despite securitization and ratings
of Aa2 and AA. The deal was 7x oversubscribed and tightened by 7 basis points during the
pricing process. KfW also issued a green tap (EUR 1bn; 2031) at ms -1bp, while BNG issued
investor call invitations for a sustainability bond.

Country  Timing ISIN Maturity Size Spread Rating ESG
Other 04.11. XS2407197545 10.0y 0.50bn ms +18bp -/ Aa2 / AA X

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


https://ec.europa.eu/neighbourhood-enlargement/enlargement-policy/negotiations-status_en
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Cross Asset
PEPP approaching notional end — will the APP be pepped up?

Authors: Dr. Frederik Kunze // Dr Norman Rudschuck, CIIA

Introduction

The Pandemic Emergency Purchase Programme, or PEPP for short, has been a hot topic
since it was first established in March 2020. It has been increased several times and has a
“loose” target figure of EUR 1,850 bn. This is the first tricky point: because of the pandem-
ic, the programme has been designed to be very flexible and this target does not even
have to be achieved. It is this point that we wish to examine in today’s Cross Asset article.
At present, we calculate that the PEPP will hit its target on 1 April 2022 if the average pace
of purchasing of EUR 17.7bn is maintained. However, in light of the ECB’s communication,
we are forecasting a lower figure which we will also examine here. So will the programme
be ended, increased or transformed? The members of the ECB Council still seem to have
no unanimous view and all eyes are therefore on December’s meeting (scheduled for 16
December).

Wording of monetary policy decision

The wording at the ECB is as follows: “The ECB Council will continue to conduct net asset
purchases under the PEPP with a total envelope of EUR 1,850 billion until at least the end
of March 2022 and, in any case, until it judges that the coronavirus crisis phase is over. The
ECB Council continues to judge that favourable financing conditions can be maintained
with a moderately lower pace of net asset purchases under the PEPP than in the second
and third quarters of this year. The ECB Council will purchase flexibly according to market
conditions and with a view to preventing a tightening of financing conditions that is incon-
sistent with countering the downward impact of the pandemic on the projected path of
inflation. In addition, the flexibility of purchases over time, across asset classes and among
jurisdictions will continue to support the smooth transmission of monetary policy. If fa-
vourable financing conditions can be maintained with asset purchase flows that do not
exhaust the envelope over the net purchase horizon of the PEPP, the envelope need not be
used in full. Equally, the envelope can be recalibrated if required to maintain favourable
financing conditions to help counter the negative pandemic shock to the path of inflation.
The ECB Council will continue to reinvest the principal payments from maturing securities
purchased under the PEPP until at least the end of 2023. In any case, the future roll-off of
the PEPP portfolio will be managed to avoid interference with the appropriate monetary
policy stance.”

Estimated portfolio development
Assumed future purchase pace Weekly net purchase volume PEPP Limit hit in...

Average net weekly

EUR 17.7bn 21 weeks (01 April 2022)
purchase volume so far

Source: ECB, Bloomberg, NORD/LB Markets Strategy & Floor Research
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Literal analysis

The programme will therefore run “until at least the end of March 2022” and moreover
“until [...] the coronavirus crisis phase is over”. In light of the fourth wave in Germany,
among other factors, when this time will actually come is even harder to forecast than
before. A certain level of vaccination fatigue coupled with waning immunity (i.e. vaccine
breakthrough — symptomatic infection in a vaccinated person) is causing additional uncer-
tainty here. The ECB Council also continues to insist that “the envelope need not be used
in full” provided that favourable financing conditions can be maintained. “Equally” — i.e.
50:50 as we see it, “the envelope can be recalibrated if required” — in other words, in-
creased again. Either way, the focus is clearly on flexibility and maintaining favourable
financing conditions. We shall look at reinvestments under the programme up until the
end of 2023 later on in this article.

PEPP: expected to be closed at the end of March 2022

The first three figures for October gave no indication of a slowdown in the pace of pur-
chasing. In fact, at EUR 55.1bn, the average totalled just below EUR 18.4bn. It was not until
the fourth figure was reported (EUR 8.2bn) that there was a sign of a considerable decel-
eration, with the average dropping to EUR 15.8bn. Christine Lagarde, however, has always
asked the press and analysts to view the figures on a monthly, not weekly, basis. The ag-
gregate monthly figure for the four reporting dates in October stands at EUR 63.3bn and is
still ahead of our estimate of an average weekly figure of EUR 14.6bn by the end of the
year. The first weekly figure for November was made available to us yesterday afternoon:
EUR 15.6bn. In light of growing concerns regarding inflation, especially in Germany, the
ECB’s chief economist Philip R. Lane also commented recently on the PEPP and stressed
once again that the ECB Council adopts a multidimensional approach to assessments and
takes more than just the current situation into account. Lane was also relaxed with regard
to evaluating market developments in the context of the ECB entering the tapering phase,
and in our opinion warned once again about focusing on too short a timeframe. However,
he also once more emphasised that the Eurozone was by no means in a phase where asset
purchasing would end.

Purchasing under the PSPP and CBPP3 (2021 ytd) Purchasing under the PEPP (since inception)
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https://www.ecb.europa.eu/press/inter/date/2021/html/ecb.in211108~c270ad5bc6.en.html
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PEPP: public sector bonds account for largest share

Even though a general end to all asset purchasing by the ECB is not going to appear on the
agenda anytime soon, question marks remain over the actual continuation of the PEPP.
Not all asset classes are affected equally here. The composition of the PEPP highlights the
direct significance of the pandemic programme for public sector debt securities. While no
ABS are purchased, covered bonds also remain a niche product in the context of the PEPP.
In the latest breakdown as of September 2021, just 0.4%, or EUR 6.1bn, was attributable to
covered bonds. The PEPP category “public sector securities”, on the other hand, accounted
for a volume of EUR 1,353bn as of the same date.

PEPP: Volumes of the asset classes (EUR m)

Asset-backed Corporate Commercial Public Sector

Securities Covered Bonds Bonds Paper Securities PEPP
July 2021 0 5,379 33,684 3,861 1,220,424 1,263,348
Sept 2020 0 6,079 37,139 3,314 1,353,076 1,399,609
A 0 +707 +3,489 -545 +136,451 +140,101

Source: ECB, Bloomberg, NORD/LB Markets Strategy & Floor Research

PEPP: funds from maturing securities to be reinvested until end 2023 at least

We believe the PEPP portfolio structure is also relevant for reinvesting funds from matur-
ing securities. To date, funds from maturing securities under the PEPP programme amount
to EUR 218.3bn (as of 5 November 2021). Moreover, the record figure so far of EUR 12.1bn
on 16 April was achieved within one week. In this context, the maturing components of the
programme should therefore not be underestimated. This is particularly important as the
current resolution stipulates that the funds from maturing securities in the PEPP pro-
gramme will be reinvested until the end of 2023 at least. Consequently, the PEPP will ei-
ther be transferred on a large scale in December and integrated into the existing toolbox,
or the instrument for mitigating the impact of the pandemic will be retained at a notable
level for another two years. There is still no overview of maturing securities available; we
have been criticising this lack of transparency on the part of the ECB for months now.

PEPP: portfolio structure
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PEPP: Overview of private sector assets

Asset-backed Securities Covered Bonds Corporate Bonds Commercial Paper
September 2021
Primary  Secondary Primary  Secondary Primary  Secondary Primary  Secondary
Holdings in EUR m 0 0 1,298 4,781 14,113 23,026 3,191 123
Share 0.0% 0.0% 21.4% 78.7% 38.0% 62.0% 96.3% 3.7%

Source: ECB, Bloomberg, NORD/LB Markets Strategy & Floor Research

Gross purchasing exceeds EUR 1,700bn; net purchasing just under EUR 1,500bn

As of the most recent reporting date (5 November), the PEPP volume amounted to EUR
1,483.1bn, which equates to 80.2% of the target volume of EUR 1,850 bn. As this figure
only depicts the current balance of the programme, it is worth looking at gross purchasing
and maturities since the programme was established. This reveals that in gross terms, a
volume of around EUR 1,713.9bn has already been purchased under the PEPP. Maturing
securities therefore account for 12.7% of gross purchases and are consequently notable
and relevant as they are being reinvested in full. Since the programme started, on average
assets with a volume of EUR 2.8 bn have matured each week. Given the reinvestment
strategy, we remain perplexed as to why the ECB is demonstrating such a lack of transpar-
ency here.

Conclusion and comments

All three quarters of 2021 so far have been unusual when it comes to the PEPP. While the
pace of purchasing in the first quarter was slightly slower than expected, the figures for
January and February then served as reference values to be exceeded in the two subse-
guent quarters. The Eurosystem was able to achieve this. For Q4, the ECB believes that
favourable financing conditions can be maintained if net asset purchasing under the PEPP
is moderately lower than in the second and third quarters. No further quantification of the
volume has been forthcoming. The initial data shows that this by no means precludes
marked variability in weekly purchasing. As early as June, we considered a systematic re-
duction to the level of Q1 2021 (EUR 14.6bn weekly) as sensible for the final quarter of the
year, and assumed a further reduction of weekly purchasing to EUR 12.5bn for Q1 2022.
This would mean that the PEPP’s volume of EUR 1,850bn would not be utilised in full. A
worsening of the pandemic coupled with another increase in the PEPP volume and/or ex-
tension must also be considered against the background of the current inflation debate.
The situation to be debated at the decisive ECB meeting on 16 December is therefore
complex. The APP could then be “pepped up”, so to speak, by means of a transformation
of the QE programmes. However, all interested parties still have just over five weeks to
wait first. The Market Overview section at the beginning of this publication provides some
food for thought on the PEPP, APP and the CBPP3 in particular.
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Covered Bonds
Spain’s major move — will the amended covered bond legisla-
tion breathe new life into the market?

Author: Dr Frederik Kunze

Spain’s major move — new legislation presented

Amendments to the legal framework for covered bonds under Spanish law were presented
on 3 November 2021. The new regulations will come into force in July next year for all
covered bonds outstanding and any new covered bonds placed under Spanish law. This
means that a further jurisdiction — albeit with a slight delay — has implemented the re-
quirements of the covered bond directive. We are taking this development as an oppor-
tunity to provide a brief overview of the Spanish EUR benchmark bond segment and will go
into key points of the new legal framework. As a matter of fact, the Spanish covered bond
market has tended to see consolidation on the issuer side in recent months — or even years
— rather than pronounced issuing activities. The amended legislation presented, in our
view, suggests that a major factor for uncertainty with regard to new bond issues — includ-
ing in relation to the EUR benchmark bond segment — will be a thing of the past. Spain was
among those jurisdictions for which the project to harmonise European covered bond leg-
islation resulted in extensive adjustments to existing legal framework conditions. Yet, in
parallel with the achievement of this significant milestone, there are other factors which
suggest that issuing activities of Spanish financial institutions are more likely to continue to
be somewhat slow. In addition to the tendency towards consolidation on the part of finan-
cial institutions, we also see the influence of alternative funding options via deposits, cen-
tral bank funds and senior unsecured issues.

ECBC statistics — distribution by volume (outstanding) ECBC statistics — issuances in Spain (EUR bn)
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https://www.boe.es/buscar/act.php?id=BOE-A-2021-17910
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Spain’s covered bond market: (still) ranked fourth worldwide — 2020 once again marked
by dynamic growth in the non-publicly placed sub-segment

On the basis of the ECBC’s annual statistics, Spain remained one of the most significant
covered bond jurisdictions in the world as at the reference date of 31 December 2020.
With a volume outstanding of EUR 257bn, the country was ranked fourth based on its
8.83% share, behind Denmark (15.04%), Germany (12.79%) and France (11.89%) but ahead
of Sweden (8.52%), Italy (6.02%) and Canada (5.78%). However, based on the issuance
volume in 2020, a different picture emerges. With a share of 3.81% (or EUR 23.4bn) in
terms of new covered bonds issued, Spain was ranked in tenth place behind Italy (4.26%)
but ahead of Switzerland (3.35%) and Belgium (3.14%). The comparatively low share of
publicly placed bonds (EUR 3.5bn) is striking with regard to new Spanish bond issues. At
EUR 14.6bn, the major part of the total volume from Spain was attributable to the domi-
nant sub-segment of mortgage bonds. Compared with other jurisdictions, Spain’s domi-
nant role in the ECBC category of “Others” is also conspicuous. With a volume of EUR
5.9bn, Spain accounted for 95.15% of all new bonds placed in this category. This pattern
was caused by the sub-market of covered bonds guaranteed with export finance. Accord-
ing to our interpretation, it mainly relates to retained bonds. Overall, the ECBC’s annual
statistics included 26 covered bond programmes by 21 issuers. Of the 21 issuers, two issu-
ers had placed covered bond issues in the sustainability segment. The volume outstanding
of ESG covered bonds totalled EUR 2.1bn as at year-end 2020 and exclusively comprised
mortgage covered bonds.

EUR benchmarks: Top 10 countries Spain: outstanding EUR benchmarks (EUR bn)
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Source: market data, NORD/LB Markets Strategy & Floor Research



13 / Covered Bond & SSA View ¢ 10 November 2021 NORD/I—B

EUR benchmark bond issues — Spain ranked third in terms of volume, with very slow
primary market activities in 2020 and 2021

With regard to the EUR benchmark bond segment, we counted 13 active issuers at pre-
sent. With a volume outstanding of EUR 81.4bn (share of 9.0%), the Spanish covered bond
market was ranked in third place in the EUR benchmark segment, behind France (EUR
220.1bn, or 24.3%) and Germany (EUR 158.9bn, or 17.6%). Of the 66 benchmark bond
issues in total, four are to be classified as ESG issues. The issuers here are Eurocaja Rural (1
bond issue, EUR 700m, ESG type: sustainability), Caja Rural de Navarra (2 bond issues, EUR
1.1bn, ESG type: sustainability) and Kutxabank (1 bond issue, EUR 1.0bn, ESG type: social).
One of the Eurocaja Rural bond issues was also the most recent EUR benchmark bond is-
sue to be launched from Spain (pricing on 15 September 2021). Furthermore, it was the
only EUR benchmark bond issue from Spain placed in the current year, and we do not ex-
pect any further bond issues in the remaining trading weeks of 2021. Consequently, Spain
is set to record the most marked negative net supply at year-end 2021, at around EUR
15bn. The process of contraction is also set to continue in 2022, during which a volume of
almost EUR 10bn (excluding multi cédulas) will mature and in which we expect an issuance
volume of around EUR 4.0bn.

Spain — EUR benchmark bond issues 2015 - 2021ytd Spain — EUR benchmark bond maturities 2021 - 2029
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EUR benchmarks all issued under mortgage programmes

The table below lists the Spanish covered bond programmes with EUR benchmark bond
placements. In Spain, the EUR benchmark bond segment exclusively comprises mortgage
programmes. CaixaBank accounted for the highest cover pool volume. The financial insti-
tution also has the highest volume of covered bonds outstanding. Ranked in second place,
both with regard to the size of the cover pool and the volume outstanding, was Banco
Santander. Compared with year-end 2019, the cover pools — with few exceptions — record-
ed a downwards trend in the shares of NPL. On the basis of ratings, a risk weight of 10%
was assigned to the bond issues under all of the programmes. In addition, we consider the
conditions to be met for classification as a Level 1 asset in the context of LCR management.
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Overview of Spanish EUR benchmark bond cover pools

Benchmark Pools
(link to cover pools)

ABANCA

Banco de Sabadell
Banco Santander
Bankinter

BBVA

CaixaBank

Cajamar Caja Rural
Caja Rural de Navarra

Deutsche Bank S.A.E.

Eurocaja
Ibercaja Banco
Kutxabank

Unicaja Banco

LCR

Cover  Amount Loans in Amount Loans in CB-Rating level / Moody’s
ocC outst. arrears . . collateral
pool outst. in% ar.rears (MEUR) in % (Fitch / Moody’s/ S&P fl_-‘»k score
(mEUR)  (mEUR) in % 31.12.19 31.12.19 /DBRs) W;'f/ht in%
15,375 2,990 414.20 1.80 2,457 2.10 -/ Pal/ AA+/ - 1/10 12.10
43,424 18,254 137.90 3.10 NA NA -/ Aal/-/AAA 1/10 15.30
81,195 49,429 64.30 7.33 41,199 8.31 AA/Aal/-/- 1/10 19.80
32,639 15,690 108.00 1.10 11,300 1.63 -/ Aal/AA+/ - 1/10 10.30
58,873 31,898  84.60 1.30 NA NA -/ Aal/AA+/ AAA 1/10 11.70
145,119 66,371 118.80 3.50 NA NA -/ Aal/AA /[ AAA 1/10 12.40
13,142 6,250 110.30 6.70 5,250 9.40 BBB+/-/AA/AH 1/10 14.90
5,223 2,450 113.20 - 1,850 1.20 -/Aal/-/- 1/10 12.30
7,600 5,355 133.00 1.93 5,400 1.86 -/Aal/-/- 1/10 27.50
3,123 1,700 83.70 1.30 1,000 1.90 -/Aal/-/- 1/10 10.40
18,433 4,100 349.50 2.60 5,742 3.90 -/Aal/AA/- 1/10 11.40
24,400 1,347 1711.90 2.70 2,697 3.40 -/Aal/ AA+/ - 1/10 8.40
18,077 2,834 537.90 4.70 3,819 4.40 -/Aal/-/- 1/10 11.20

Source: HTT, issuers, rating agencies, NORD/LB Markets Strategy & Floor Research; * different ratings at bond level result in deviations when deriving the CQS
and therefore in different LCR levels and risk weights; NA = no HTT available as at the cut-off date

High overcollateralisation ratios due to current legislation

The Spanish legal framework for covered bonds primarily provides for the division into
mortgage bonds (cédulas hipotecarias, CH) and public sector covered bonds (cédulas terri-
toriales, CT). While many of the country’s issuers rely on both types of cover pools — and
some issuers also on bond issues covered with export finance — the EUR benchmark bond
segment in Spain currently only comprises cédulas hipotecarias. To date, the Spanish legal
framework for covered bonds provided for a rather general description of the form of the
cover pool volume, without a definition of cover assets which was comparable to that of
other jurisdictions. As a result, the entire volume of mortgage-backed financing was con-
sidered part of the cover pool at programme level — with few exceptions. This specific fea-
ture was and is made particularly apparent by the high overcollateralisation ratios, which
also far exceeded and continue to exceed national requirements (cf. table above). One of
the most significant amendments of the new legislation is the change to a considerably
tighter definition of permitted cover assets (based on the covered bond directive), as well
as the overcollateralisation requirement, which has been revised downwards. The mini-
mum OC under the new legislation is indicated as 5%. This is far lower than the currently
applicable 25% nominal (CH) and 45% nominal (CT) respectively. Eligibility as cover asset
and inclusion of a cover asset in the calculation of cover is more stringent under the new
legislation, particularly given that annual property valuation is stipulated. Asymmetrical
causation applies, which means that when property prices go down, the cover asset to be
included also decreases if necessary, whereas the LTV ratio must not be exceeded when
property prices go up. Consequently, both cover pool volumes and OC values will decrease
while the quality of cover assets should be enhanced as a result of the tighter definition.


https://www.abancacorporacionbancaria.com/en/investors/general/#legal-notice
https://www.grupbancsabadell.com/corp/en/shareholders-and-investors/fixed-income-investors.html
https://www.santander.com/en/shareholders-and-investors/fixed-income
https://webcorporativa.bankinter.com/www2/corporativa/en/inf_financiera_cnmv/informacion_financiera/emisiones_cedulas/2020
http://shareholdersandinvestors.bbva.com/TLBB/tlbb/bbvair/ing/investors/issues/cedulas/index.jsp
https://www.caixabank.com/inversoresinstitucionales/inversoresrentafija_en.html
https://www.cajamar.es/en/comun/informacion-corporativa/informacion-para-inversores/
https://www.cajaruraldenavarra.com/en/information-investors
https://www.db.com/ir/en/cedulas-hipotecarias.htm#tab_additional-information
https://www.eurocajarural.es/institucional/inversores?idCategoria=148&anio=2020&idioma=EN&indexCategoria=2&indexAnio=0
https://www.ibercaja.com/en/contents/shareholders-and-investors/corporate-rating-and-issues/collateral/
http://www.kutxabank.com/cs/Satellite/kutxabank/en/investor_relations/fixed_income/mortgage_portfolio
https://www.unicajabanco.com/es/inversores-y-accionistas/cedulas/colateral-de-las-cedulas-hipotecarias
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Spain — overview of currently applicable legislation

Designation Cédulas Hipotecarias Cédulas Territoriales
Short form CH CT

Special covered bond law Yes

Cover assets (incl. substitute cover) Mortgage loans Public sector loans
Owner of assets Issuer

Specialist bank principle No

Geographical scope EEA

Residential: 80%

L - . -
oan to value — Mortgage loans Commercial: 60%

Preferential claim by law Yes

Cover register Yes

Derivatives as cover assets Yes No
Substitute assets Yes No

Limit of substitute assets 5% -
Minimum OC 25% nominal value 43% nominal value
UCITS compliant / CRD compliant Yes / Yes

ECB eligible Yes

Source: national legislation, ECBC, NORD/LB Markets Strategy & Floor Research

Further amendments to covered bond legislation in Spain

In view of the extensive amendments to Spanish legislation required in the context of EU
harmonisation — compared at international level — the amended act presented in Novem-
ber 2021 includes a series of other important changes. The introduction of a required 180-
day liquidity buffer should be mentioned, which was not previously included under Spanish
legislation. In formal terms, issuers now also need a licence to issue covered bonds. Fur-
thermore, supervision is additionally strengthened with regard to covered bonds by a cov-
er pool monitor. The procedure regarding issuer default has also been specified in detail. A
separate administrator must check, in such an event, the extent to which the cover pool
may continue or whether it must be liquidated. The result of an acceleration test is deci-
sive in this context; this relates to the calculated overcollateralisation. In our opinion, the
fact that the new Spanish legislation also creates the opportunity to place covered bonds
with the option of maturity extension is worth highlighting. The Spanish legislators have
therefore implemented the ‘may’ rule of Article 17 of the directive on extendable maturity
structures. Unlike the German legislation, Spanish legislation provides for such soft bullets
to co-exist with hard bullets, which previously existed exclusively in Spain. Spain’s legisla-
tors also specified the objective trigger required by the directive for maturity extension, as
well as the requirement that the Spanish central bank approves the maturity extension.
With regard to immediate implications for the market, we do not see any major impetus
from the new legislation on spreads. Nonetheless, we would attach considerable im-
portance to the contribution which this new framework for covered bonds under Spanish
legislation makes towards transparency. The above-mentioned reduction of potential un-
certainties with regard to the features of the new legal framework are to be welcomed by
the market, although market developments currently continue to be determined more by
monetary policy and the progression of the pandemic.
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Spread curve — Spanish covered bonds
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Spread trend in Spain — ECB monetary policy remains a decisive factor

As before, generic ASW spreads on Spanish covered bonds mainly reflect the monetary
policy regime of the Eurosystem. Accordingly, spreads are at an extremely low level across
all of the maturity buckets we analysed, both in absolute terms and when compared with
Pfandbriefe. This trend is certainly also caused by the prevailing short supply of Spanish
covered bonds. At the same time, Spanish covered bonds — when viewed in abstract — are
not immune to the general trend of converging spreads (and therefore not shielded from
risks). This is also evident when considering the gaps in ASW spreads on senior unsecured
bonds from Spain. There is only a small difference compared with generic spreads on sen-
ior bank bonds in the same maturity bucket. We ultimately see this as an obvious reason
for unsecured bond issues also being more attractive for issuers in Spain, in relative terms.

Spread curve Spain (3y) — covered bonds vs banks Spread curve Spain (5y) — covered bonds vs banks
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Critical review of ASW spreads in Spain

The analysis of the generic spread trend is somewhat blurred, in our opinion. We previous-
ly reported on the fact that subdued primary market activities are also to the detriment of
the informative value of secondary market spreads. In terms of a trend, this effect is ampli-
fied by the low level of liquidity in the secondary market. In this respect, once again, we
believe that the Eurosystem has a decisive impact, particularly on Spain. The volume of the
CBPP3 portfolio currently totals EUR 298bn, with the ECB itself disclosing that the share of
Spanish covered bonds amounted to 17% (and therefore around EUR 50bn) in Q3/2021.
Measured in terms of both the EUR benchmark volume and the market as a whole based
on ECBC data, this represents a considerable share. Taking into account the 70% limit per
ISIN for covered bonds under CBPP3, we see a significant impact on the liquidity of the EUR
benchmark bond segment in Spain. The reason is that a considerable share of the bonds in
this sub-market comprises bonds that were issued a long time ago, which means that the
probability of the ISIN limit already having been reached is relatively high. It also means
that from the point of view of investors, a fairly important exit channel no longer exists,
which in turn is likely to additionally affect trading. In this context, it also seems worth
mentioning that a covered bond can not only find its way to the ECB via CBPP3. It may also
be used as collateral under the ECB collateral framework. The ECB has also clarified as part
of its FAQ that it is possible, for one ISIN, that 70% of the volume was purchased under
CBPP3 and that additional shares of the bond issue are deposited as collateral. We would
expect that increased inclusion as collateral is to be assumed for the jurisdictions where
increased uptake has been observed in the context of TLTRO lll tenders.

Covered bonds in Spain — outlook for 2022

The importance of these distortions to the informative value of ASW spreads is likely to
wane in the long term, as fresh bonds are issued. In our view, increased primary market
activities — or slightly increased at any rate — may be promoted by a few factors in 2022.
For example, at the start, we mentioned the fact that the element of uncertainty regarding
the specific features of the amended legislation no longer exists. Furthermore, the damp-
ening effect of long-term central bank funding should ease off. The reduced focus of issu-
ers on MREL eligible funding, due to the regulatory situation, and a sharper increase in risk
premiums may additionally result in a stronger focus on covered funding. This applies, in
particular, if accompanied by dynamic property markets, and there are no further setbacks
in terms of real economic activity because of infection rates.

Conclusion

Spain’s legislators were able to report to Brussels that covered bond legislation had been
executed. From July 2022 onwards, a new framework will apply to covered bonds in Spain.
Spain remains one of the major covered bond jurisdictions. Its EUR benchmark bond seg-
ment is particularly marked by negative net supply, and this is likely to continue in 2022.
Nevertheless, after the turn of the year, it is likely that supply will be more dynamic, start-
ing from this low level. The future course of the pandemic and the ECB’s monetary policy
remain elements of uncertainty.



18 / Covered Bond & SSA View ¢ 10 November 2021

ECB tracker

Asset Purchase Programme (APP)
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Source: ECB, NORD/LB Markets Strategy & Floor Research
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Portfolio development
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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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Overall distribution of PSPP buying at month-end
T .Adj'uste.d Purchases Expected Difference Ave. tirr.les Market average® Difference
Jurisdiction distribution purchases to maturity . 3 .
key? (EURm) (EURm)? (EURm) (in years) (in years) (in years)
AT 2.7% 71,416 70,316 1,100 7.5 7.6 -0.1
BE 3.4% 89,945 87,525 2,420 8.0 10.2 -2.2
cYy 0.2% 4,040 5,169 -1,129 9.9 8.8 1.1
DE 24.3% 623,378 633,307 -9,929 6.6 7.6 -1.0
EE 0.3% 406 6,767 -6,361 9.2 7.5 1.7
ES 11.0% 305,248 286,476 18,772 8.0 8.4 -0.4
FI 1.7% 40,185 44,129 -3,944 6.9 7.7 -0.8
FR 18.8% 507,890 490,673 17,217 7.2 8.1 -0.9
GR 0.0% 0 0 0 0.0 0.0 0.0
IE 1.6% 40,502 40,682 -180 8.5 10.1 -1.6
IT 15.7% 433,577 408,131 25,446 7.1 7.9 -0.8
LT 0.5% 5,345 13,904 -8,559 10.2 10.6 -0.4
LU 0.3% 3,777 7,914 -4,137 5.6 7.2 -1.7
LV 0.4% 3,191 9,361 -6,170 11.3 10.4 0.9
MT 0.1% 1,268 2,520 -1,252 9.5 9.2 0.3
NL 5.4% 124,615 140,791 -16,176 7.7 9.0 -1.4
PT 2.2% 49,790 56,228 -6,438 7.0 7.2 -0.2
SI 0.4% 10,091 11,568 -1,477 9.9 10.2 -0.3
SK 1.1% 16,781 27,513 -10,732 8.2 8.3 -0.1
SNAT 10.0% 271,856 260,330 11,526 7.7 8.9 -1.2
Total / Avg. 100.0% 2,603,303 2,603,303 0 7.3 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)

Weekly purchases Development of CSPP volume
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Asset-Backed Securities Purchase Programme (ABSPP)

Weekly purchases Development of ABSPP volume
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Source: ECB, Bloomberg, NORD/LB Markets Strategy & Floor Research
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Pandemic Emergency Purchase Programme (PEPP)

Holdings (in EURm)

Estimated portfolio development

Sep-21
Oct-21

A

Assumed pace of purchases

Average weekly

net purchase volume so far

Monthly net purchases (in EURm)

130,000

110,000

90,000

70,000

50,000

30,000

10,000

-10,000

>
PEPP

HAPP

PEPP

1,412,291

1,480,146
+67,855

NORD/LB

Volume already invested (in EURbnN)

80.2% 19.8%

0 185 370 555 740 925

Weekly net purchase volume

EUR 17.7bn

Nov-20
98,555
70,835
27,720

Dec-20
78,092
57,163
20,929

Weekly purchases
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«

=
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Jan-21
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S
»
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Feb-21 Mar-21 Apr-21
80,829 96,082 99,036
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20,915 22,561 18,918

20.4
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Source: ECB, Bloomberg, NORD/LB Markets Strategy & Floor Research

1,110 1,295 1,480

PEPP limit hitin ...

May-21  Jun-21 Jul-21  Aug-21
100,841 100,808 109,154 81,799
80,700 80,168 87,557 65,050
20,141 20,640 21,597 16,749

Development of PEPP volume

AN

140

120

100

8

EURbnN
5 o
S o S

N
o

@qi" @"’* \3 (,)291 eo

P

Sep-21
94,710
75,051
19,659

& @"’*'

Oct-21
91,040
67,855
23,185

\&'

1,665 1,850

21 weeks (01.04.2022)

2
1,101,83
850,978
250,860

"JQ’Q
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Holdings under the PEPP (in EURm)

Asset-backed Covered Corporate Commercial Public Sector PEPP
Securities Bonds Bonds Paper Securities
Jul-21 0 5,379 33,684 3,861 1,220,424 1,263,348
Sep-21 0 6,079 37,139 3,314 1,353,076 1,399,609
A 0 +707 +3,489 -545 +136,451 +140,101

Portfolio structure

100%

0.4% 2.7%
0.0%

90% oo
80%

70%

60%

50%

40%

30% ‘

20%

10%

|| | | | — | — —_— —

0%
May-20 Jul-20 Sep-20 Nov-20 Jan-21 Mar-21May-21 Jul-21 Sep-21

m Asset Backed Securities
Covered Bonds

= Corporate Bonds
Commercial Paper

= Public Sector Securities

M Asset Backed Securities  Covered Bonds

M Corporate Bonds Commercial Paper
M Public Sector Securities 96.7%
Portfolio development Share of primary and secondary market holdings
1,600 100%
1,400 90%
1,200 80%
< 1,000 70%
% 800 60%
w
600 50%
400 I I 40%
202 B 30%
UG S SR S AR AR, A A R 20%
ézﬁ ST MO & ®fzﬁ & & 10%
0%
M Asset Backed Securities  Covered Bonds Asset-backed  Covered Corporate  Commercial Public Sector
= Corporate Bonds Commercial Paper Securities Bonds Bonds Papers Securities
M Public Sector Securities M Primary ~ Secondary
Breakdown of private sector securities under the PEPP
Asset-backed securities Covered bonds Corporate bonds Commercial paper
Sep-21
Primary  Secondary Primary  Secondary Primary  Secondary Primary  Secondary
Holdings in EURm 0 0 1,298 4,781 14,113 23,026 3,191 123
Share 0.0% 0.0% 21.4% 78.7% 38.0% 62.0% 96.3% 3.7%

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

N Holdings L PEPP . . Market average® Difference
Jurisdiction (in EURm) distribution share from the adj. maturity (in years) (in years)
key! distribution key? (in years) ¥ ¥
AT 36,922 2.6% 2.7% 0.1% 8.5 7.2 1.4
BE 46,226 3.3% 3.4% 0.1% 6.7 9.1 -2.4
cy 2,308 0.2% 0.2% 0.0% 9.0 8.0 1.0
DE 334,500 23.7% 24.5% 0.8% 6.2 6.8 -0.6
EE 256 0.3% 0.0% -0.2% 8.7 7.0 1.7
ES 155,773 10.7% 11.4% 0.7% 8.1 7.5 0.6
FI 23,292 1.7% 1.7% 0.1% 7.4 7.6 -0.2
FR 246,513 18.4% 18.1% -0.3% 8.4 7.6 0.8
GR 32,185 2.2% 2.4% 0.1% 9.2 9.7 -0.5
IE 21,486 1.5% 1.6% 0.0% 8.8 9.2 -0.4
IT 230,234 15.3% 16.9% 1.6% 7.0 6.9 0.0
LT 2,767 0.5% 0.2% -0.3% 11.5 10.4 1.1
LU 1,854 0.3% 0.1% -0.2% 6.8 6.2 0.5
LV 1,532 0.4% 0.1% -0.2% 9.3 9.3 0.0
MT 383 0.1% 0.0% -0.1% 9.7 9.0 0.7
NL 74,352 5.3% 5.4% 0.2% 7.2 8.2 -1.1
PT 30,245 2.1% 2.2% 0.1% 7.0 7.2 -0.3
SI 6,003 0.4% 0.4% 0.0% 9.5 9.3 0.2
SK 6,892 1.0% 0.5% -0.5% 9.1 8.2 0.9
SNAT 111,925 10.0% 8.2% -1.8% 10.9 8.5 2.4
Total / Avg. 1,365,650 100.0% 100.0% 0.0% 7.7 7.5 0.2
Distribution of public sector assets by jurisdiction Deviations from the adjusted distribution key
400,000 25%
350,000 20%
300,000
15%
250,000
£
> 200,000 10%
" 150,000 5%
100,000 0% I ,I —— . _ II - _I ,I - I- B - ,I P | -
50,000 I -
0 II* —un l. - l_- % = W > W wn g e Wk - >k d k- 5 X -
EHOAEOTEEEEE 3352 a%E <E0oEETEEEES33528704
s 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
Sep-21 3,068,284
Oct-21 3,091,470
A +23,185

Monthly net purchases (in EURm)

130,000
110,000
90,000
70,000
50,000
30,000
o [l mEE B
-10,000
Nov-20 Dec-20 Jan-21 Feb-21 Mar-21 Apr-21
s 98,555 78,092 70,892 80,829 96,082 99,036
PEPP 70,835 57,163 53,046 59,914 73,521 80,118
mAPP 27,720 20,929 17,846 20,915 22,561 18,918
Weekly purchases
30
25
20 18.6
20.4 17.6
515 . 16.7 18.8
2 10 127 91 156
11.5
5 9.5
8.2 7.4 8.2
Oﬂnﬁﬂmﬂ H. __ =
-2.7
5
g g g Y Y "2 "2 "2 2 2 Yy Yy
R I i S I i
SHIR IR N R N S S N S S o
DT DT NTRQT TS®DP S

mAPP ~ PEPP

Source: ECB, Bloomberg, NORD/LB Markets Strategy & Floor Research

NORD/LB

PEPP APP & PEPP
1,412,291 4,480,575
1,480,146 4,571,616

+67,855 +91,040

May-21 = Jun-21 Jul-21 Aug-21  Sep-21  Oct-21 >

100,841 100,808 109,154 81,799 94,710 91,040 1,101,83
80,700 80,168 87,557 65,050 75,051 67,855 850,978
20,141 20,640 21,597 16,749 19,659 23,185 250,860

Distribution of weekly purchases
100%

80%

60%

40%

20%
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-20% I
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Charts & Figures
Covered Bonds

EUR benchmark volume by country (in EURbn)

127.9; 14.2%
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30.9; 3.4% NL
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51.0;5.7% V = NO
w AT
51.9; 5.8% 158.6; 17.6% =GB
= SE
58.3; 6.5% = Others
59.8; 6.6% 81.4; 9.0%
Top-10 jurisdictions
Rank Country Amount outst. No. of There of
(EURbn) BMKs ESG BMKs
1 FR 220.1 209 10
2 DE 158.6 235 16
3 ES 81.4 66 4
4 NL 59.8 62 0
5 CA 58.3 51 0
6 IT 51.9 61 1
7 NO 51.0 58 9
8 AT 32.5 60 2
9 GB 30.9 37 1
10 SE 29.6 36 0
EUR benchmark issue volume by month
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Source: Market data, Bloomberg, NORD/LB Markets Strategy & Floor Research

Nordics

m Southern Europe

o North America

NORD/LB

EUR benchmark volume by region (in EURbnN)

8.7%

12.9%

Avg.
issue size
(EURbnN)
0.94
0.61
1.14
0.91
1.11
0.82
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0.54
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0.82

3.8% 0.8%

15.5%

Avg. initial
maturity
(in years)

10.1
8.4
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9.0
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9.9
8.5
7.6

Avg. mod.
Duration
(in years)
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3.6

EUR benchmark issue volume by year
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m France
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Nordics
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EUR benchmark maturities by month
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Spread development by country
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Covered bond performance (Total return)
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Spread overview!
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Charts & Figures
SSA/Public Issuers

Outstanding volume (bmk) Top 10 countries (bmk)
No. of @Vol. Vol. weight.
EUR 1957,7bn  SNAT Country  Vol. (€bn) bonds (€bn) @Mod. Dur.
DE SNAT 781,5 193 4,0 8,7
mFR DE 734,5 572 1,3 6,8
1,5% ™ NL FR 211,4 147 1,4 59
11% ES NL 69,4 67 1,0 6,5
1,1% ®CA ES 45,3 56 0,8 5,2
09% BE CA 28,5 20 1,4 5,4
0,8% MAT BE 21,7 25 09 14,0
o, W FIl
0,6% AT 21,2 23 0,9 5,1
39,9% =T
' FI 16,8 21 08 59
B Others
IT 15,0 19 0,8 5,8
Issue volume by year (bmk) Maturities next 12 months (bmk)
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Avg. mod. duration by country (vol. weighted) Rating distribution (vol. weighted)
16 - W AAA/Aaa
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14 1 m AA/Aa2
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10 1,1% .A/A2
11,8% = A-/A3
8 1 §,9%  BBB+/Baal
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15% mBB+/Bal
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Source: Bloomberg, NORD/LB Markets Strategy & Floor Research
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Spread development (last 15 issues)
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Germany (by segments) France (by risk weight)
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Appendix
Overview of latest Covered Bond & SSA View editions

Publication Topics
34/2021 ¢ 03 November ®  Repayment structures on the covered bond market: EU harmonisation is already leaving its mark
"  Beyond Bundeslaender: Spanish regions in the spotlight
33/2021 ¢ 27 October "  |nsurance firms as covered bond investors: A look at Solvency Il and EIOPA statistics
"  The Scope rating approach
32/2021 ¢ 20 October " ECB preview: interim step before a landmark December?
®  ECBC publishes annual statistics for 2020
®  Covered bonds in the context of the ECB collateral framework
31/2021 ¢ 22 September ®  Covered bond primary market: a September to remember
®  Announcement: Issuer Guide German Bundeslaender 2021
30/2021 ¢ 15 September "  Transparency requirements § 28 PfandBG Q2 2021
" Fitch: rating approach covered bonds
" Update: Joint Laender (Ticker: LANDER)
29/2021 ¢ 08 September ®"  New dynamic on the Canadian covered bond market: Two debut EUR issuers
" Development of the German property market
®  NGEU in the starting blocks: 3, 2, 1 ... EU auctions!
28/2021 ¢ 01 September ®  ECB preview: focus on the pace of PEPP purchases?
"  France — largest jurisdiction in EUR benchmark bond segment: a covered bond overview of the “Grande

Nation”
27/2021 ¢ 28 July ®  NORD/LB Issuer Guide Covered Bonds 2021: A constant during turbulent times
®  Beyond Bundeslaender: Madeira and the Azores
26/2021 ¢ 21 July ®  Summer break just around the corner — a glance at covered bonds in USD and GBP
25/2021 ¢ 14 July "  New ECB strategy — communication remains the be-all and end-all

®  ECB preview: the first meeting under the “new” regime

24/2021 ¢ 07 July ®  Covered Bonds: Review of H1 and outlook for H2 2021
"  Half-time report 2021 — how will the SSA segment fare in the second half?
23/2021 ¢ 30June ®  Return of the Australian covered bond market: National Australia Bank issues first EUR benchmark
since 201)
22/2021 ¢ 23 June ®  TLTRO llI.8 neither really strong nor extraordinarily weak: implications for the covered bond market

" Realignment of the German real property tax

21/2021 ¢ 16 June ®  ICMA Green and Social Bond Principles: 2021 update

" The covered bond universe of Moody’s: an overview Covered bonds vs. senior unsecured bonds
20/2021 ¢ 09 June ®  PEPP reporting: increased pace of purchases in Q2

®  Covered bonds vs. senior unsecured bonds
19/2021 ¢ 02 June ®  ECB preview: Spectre of inflation fuelling tapering thoughts

" FX covered bonds: Same symptomatology as EUR benchmarks?

18/2021 ¢ 19 May " United Overseas Bank reinvigorates the market in Singapore
" Transparency requirements §28 PfandBG Q1 2021

NORD/LB: NORD/LB: NORD/LB: Bloomberg:
Markets Strategy & Floor Research Covered Bond Research SSA/Public Issuer Research 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 2021
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 2021

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

Dr Norman Rudschuck

SSA/Public Issuers

+49 511 361-6627

+49 152 090 24094
norman.rudschuck@nordlb.de

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 Trading

Institutional Sales +49 511 9818-9440 Covereds/SSA +49 511 9818-8040

Sales Sparkassen &

Regionalbanken +49 511 9818-9400 Financials +49 511 9818-9490

Sales MM/FX +49 511 9818-9460 Governments +49 511 9818-9660

Sales Europe +352 452211-515 Laender/Regionen +49 511 9818-9550
Frequent Issuers +49 511 9818-9640

Origination & Syndicate

Origination FI +49 511 9818-6600 Sales Wholesale Customers

Origination Corporates +49 511 361-2911 Firmenkunden +49 511 361-4003
Asset Finance +49 511 361-8150

Treasury

Collat. Management/Repos +49 511 9818-9200

+49 511 9818-9620

Liquidity Management +49 511 9318-9650


mailto:melanie.kiene@nordlb.de
mailto:norman.rudschuck@nordlb.de
mailto:frederik.kunze@nordlb.de
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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), Sonnemannstrae 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 h erein 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
NORD/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: 10 November 2021 08:46h (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: 10.11.2021 15:15



