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ECB decision: PEPP benched for now, APP comes in as Point Guard

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

ECB decision: The cards for 2022 are now on the table

At its last regular meeting of the year, the European Central Bank announced — as ex-
pected by most market participants in advance — that it will end net purchases under the
pandemic emergency program at the end of Q1/2022 and further reduce or keep down
the pace of purchases already in the weeks until then. In return, the conventional asset
purchase program (APP) will be increased from this date (April 1, 2022) by an initial EUR
+20bn per month to EUR 40bn, with the pace of purchases then being successively re-
duced to EUR 30bn at the beginning of Q3 and to the initial level (EUR 20bn) at the begin-
ning of Q4. The continuation of purchases is then to go on at this level for as long as neces-
sary to strengthen the accommodative effect of the ECB's key interest rates. The Council
continues to expect net purchases to end shortly before the start of the policy rate hike.
APP reinvestments will continue beyond that point and will be maintained for as long as
necessary to thereby maintain favorable liquidity conditions and an ample degree of mon-
etary accommodation. In this respect, ECB President Lagarde remains true to her prelimi-
nary commitment with regard to the PEPP, which she announced back in October 2021. At
first glance, the worsening of the pandemic situation in some countries of the common
currency area has not caused the central bank to deviate from its intended course. On the
other hand, the Governing Council did not react to the latest trends in inflation rates in the
euro zone by tightening monetary policy. In our view, the ECB's motivation can be read
very well from the press release on the interest rate decision. In particular, the increased
references to maintaining its own flexibility — especially with regard to securities purchases
— allows the Council to keep the reins of action in its hands. Such optionality or flexibility is
also represented by today's announcement that PEPP reinvestments will now be made at
least until the end of 2024, thus extending the time window by twelve months.

Key interest rates unchanged as expected — watchdog position on TLTRO Ill and two-tier
system for reserve remuneration

As expected, no key interest rate adjustment was decided today (Thursday). Accordingly,
the interest rates for the main refinancing operations, the marginal lending facility and the
deposit facility remain unchanged at 0.00%, 0.25% and -0.50%. The Governing Council
further notes that in order to support the symmetric 2% inflation target as well as in line
with its own strategy, the key ECB interest rates will remain at the current or — we consider
this remarkable — lower level for such a long time. The press release states once again that
this may also imply a temporary overshooting of the 2% mark. As expected, one set screw
that the ECB has not moved are the conditions or framework parameters of the third se-
ries of targeted longer-term refinancing operations (TLTRO Ill). In a departure from the
December 2020 meeting, the extremely favorable conditions were not extended beyond
June 2022. Similarly, there will be no adjustment in the graduated interest rate. Nonethe-
less, in our view, it is worth emphasizing that both instruments were explicitly named and
that reference was made to a possible recalibration.
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ECB projections: Inflation revised upward for all years and ...

With a view to the ECB Staff Projections, our focus is once again on the assumptions re-
garding inflation developments. After all, these expectations serve as a guide for the mon-
etary policy stance in Frankfurt. As expected, some of the projections for 2021, 2022 and
2023 have been revised significantly upward. For the year 2021, which is drawing to a
close, the central bank now expects an inflation rate of 2.6% (previously 2.2%), while the
ECB projections here are 3.2% for 2022 (previously 1.7%) and 1.8% for 2023 (previously
1.5%). The projection for 2024 is also 1.8%. The ECB thus paints a clear picture with regard
to its own assumptions on future price developments and assumes a temporary increase in
inflation rates, which will peak in 2022, a year which is less relevant for monetary policy. In
this context, however, it is worth emphasizing Lagarde's assessment at the press confer-
ence that there have also been significant upward revisions in the projections further into
the future. Nevertheless, inflation expectations had remained largely stable at the level
prevailing at the time of the October meeting. In terms of risk assessment, rising wages but
also a return to full utilization of economic capacity could push inflation upward.

... economic activity burdened by bottlenecks up into 2022

In the assessment of economic activity in the euro area, the central bank points to the
dampening effects of recent pandemic developments but also to the negative impact of
rising energy costs on consumption. Bottlenecks in the form of tight labor supply in some
sectors and shortages of materials and equipment should further dampen the recovery in
some areas, but ease in the course of 2022. We would also highlight the nod to fiscal poli-
cy. Thus, according to the statement, targeted and growth-friendly fiscal measures should
continue to complement monetary policy, as the resulting support would also help to ad-
just to the ongoing structural change. Explicit reference is made to the NGEU program and
the "Fit for 55" package, as the implementations would contribute to a stronger, greener
and more even recovery in all euro area countries. However, we certainly see the potential
for a contentious issue here. After all, the totality of fiscal measures (including at the su-
pranational, national, or even regional level) is equally likely to provide a fiscal demand
stimulus. If the reference to fiscal policy were to be understood, as it were, as a renewal of
the requirement of fiscal achievement of the inflation target, this would in turn underscore
the Governing Council's conviction that the current price trend is so biased upward that
inflationary impulses are more likely to be needed in the years ahead. However, speaking
the other way around, market participants convinced of a protracted price increase could
speak of rather suboptimal timing of fiscal policy in terms of inflation developments. The
ECB considers the risks to growth to be largely balanced. Stronger-than-expected consum-
er confidence and thus less pronounced savings could mark a surprise move toward more
growth, whereas — unsurprisingly — a worsening of the pandemic poses downside risks.
Likewise, energy costs mentioned earlier remain a risk factor. Green issues found no fur-
ther mention worth mentioning today. What was clearly stated today, however, was that
there was no unanimity in the resolutions, which we will classify in detail for our reader-
ship on the coming pages.
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Purchases under the APP and PEPP (2021 ytd)
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Ending the pandemic emergency program before the pandemic ended

Yesterday, we had outlined a possible course of today's ECB meeting in our weekly publica-
tion. In particular, we had anticipated an end to PEPP net purchases at the end of March
2022. In fact, decision-making for the Governing Council was definitely more complex due
to the emergence of the new virus variant. As a reminder, for example, the central bank's
pandemic emergency program dates back to the outbreak of the coronavirus in 2020 and
was intended to help avert the negative shock. This pandemic emergency —in purely medi-
cal terms — can by no means be regarded as over today. Nevertheless, the situation at the
current margin — in terms of monetary policy — is quite different from what it was in March
of 2020, so that a current worsening of the infectious situation need not influence the de-
cision to end the PEPP in a little more than three months. Recent waves have brought to
mind that the dramatic simultaneous supply and demand shock from 2020 has not been
repeated globally. And while we do not want to minimize the potential dangers, the vac-
cination campaigns and booster initiatives do provide remedies against the fourth and in
some places probably fifth wave, which do not have to be of a monetary nature. And final-
ly, it should not be forgotten that the current price development has significantly changed
the basic conditions. As recently as March 2021, Lagarde pointed out in the ECB blog on
the pandemic that "the PEPP can provide sufficient support to the euro area economy to
offset the pandemic-related downward shift in the projected inflation path." This impetus
is certainly no longer needed at the current margin from the direction of the PEPP. By
communicating the possibility of revoking the PEPP end date if needed, the Governing
Council could also communicate the holding of a specific emergency framework in the
future. As Lagarde detailed today, a PEPP restart would require a Council decision, and the
duration would ultimately depend on the circumstances. Conceivable other circumstances,
or a possible other scenario in which the emergency program could have a dampening
effect on inflation contrary to its original implementation, would be the avoidance of re-
newed bottleneck recessions due to the collapse of value chains or supply chains. Finally,
the supportive element of monetary policy could — at least in theory — literally keep real
economic activity going in these critical industries or sectors as well, which could prevent
price-distorting shortages.

Purchases under the PEPP (since inception)
40

30
20

10

EURbn

-20

HHHHHHHHHHHHH

27.03.2020
24.04.2020

2.

2.05.2020
19.06.2020
17.07.2020
14.08.2020
11.09.2020

9.10.2020

6.11.2020
04.12.2020
29.01.202
26.02.202
26.03.202
23.04.202
21.05.202
16.07.202
13.08.202
10.09.202
08.10.202
05.11.202
03.12.202

0
0

APP redemptions BN PEPP purchases
PEPP purchases N PEPP redemptions @ PEPP net purchases

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


https://www.ecb.europa.eu/press/blog/date/2021/html/ecb.blog210322~7ae5eca0ee.en.html

NORD/LB

6 / Fixed Income Special ¢ 16 December 2021

Monthly net purchases (in EURm)
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Source: ECB, Bloomberg, NORD/LB Markets Strategy & Floor Research

What is the future of the PEPP and the APP in numerical terms?

For our base scenario of no worsening of the pandemic situation and a continued domi-
nance of upward pressure on prices, we expected the ECB to end purchases under the
PEPP at the end of March 2022, to continue at its moderate or reduced pace until then and
thus not to fully utilize the total framework of EUR 1,850bn in this way. This was confirmed
today, although verbally all back doors were always kept open. While full utilization of the
purchases would result in an average of around EUR 75bn per month in the months from
December 2021 to March 2022, we continue to expect a much more moderate pace of
purchases here at EUR 50-55bn on average. In the expiring year, the ECB has been indicat-
ing December 21, 2021 as the last trading day with regard to the purchase programs for a
few days, while in the new year the purchase activities will already be resumed on January
3,2022.

Topped-up APP, unused portion of the PEPP and reinvestments (at least) until

the end of 2024

Nevertheless, a different use of the unused part of the "PEPP envelope" does not seem out
of the question, as the program entails more freedom in purchasing than the APP (key-
word: Greece). In particular, the bright ones actually appear by name in the ECB's state-
ment. The ECB will also continue to reinvest the maturities of the PEPP — now at least until
the end of 2024 after previously the end of 2023 — and will again show a notable degree of
flexibility. In addition, we had expected the PEPP to be benched, so to speak, and the “old”
APP to be boosted and play a striking role as kind of Point Guard as of April. It was there-
fore to be expected that the APP purchase volume would be temporarily increased. The
ECB's baseline scenario envisages no increase in the APP in Q1 (EUR 20bn per month), then
a doubling of monthly net purchases to EUR 40bn in Q2, a reduction to EUR 30bn per
month in Q3, and a return to the baseline level (EUR 20bn per month) in Q4. This corre-
sponds to EUR +90bn in additional purchase volume in 2022 compared to 2021. There
were no far-reaching changes to the purchase programs. In this context, Lagarde clarified
that there was no need to adjust or modify the APP.
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PEPP: Monthly net purchases APP and PEPP: Monthly net purchases
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No newsflow: TLTRO and tiering under surveillance at most

With regard to the ECB's TLTRO tenders, we did not expect any specific decisions and
would justify this not least with the previous schedule of the current TLTRO Il program.
TLTRO [11.10 was the last allotment today. At just under EUR 52bn (159 bidders, maturity
until December 18, 2024), the allotment was at the lower end of the range we had ex-
pected, which suggests that the commercial banks did not expect an overall improvement
in TLTRO Il conditions. In terms of maturities, moreover, the first maturity is not due until
September 2022. Nevertheless, the Governing Council may already have mid-2022 in mind,
as this is when the best possible interest rate expires according to the current design of the
conditions, and the accommodative effect of TLTRO lll could thus weaken. Currently, more
than EUR 2,200bn in liquidity has been made available to commercial banks via TLTRO IlI.
Here, too, the Governing Council will strive to avoid cliff effects in perspective and possibly
announce new tenders under close observation and inclusion of the pandemic situation.
Against the backdrop of the current timetable, however, this will not be an issue until the
first quarter of 2022, even assuming the need for sufficient lead time. Irrespective of this,
we do not foresee such attractive conditions again in our baseline scenario. As with the
PEPP, the starting position is just as different here as it was at the beginning of the pan-
demic. The ECB is also likely to want to ease the burden on commercial banks by making
adjustments to the tiering factor in the context of the tiered interest rate, so that a com-
pensating P&L effect, which was observed for many commercial banks under TLTRO llI, is
no longer likely to be the focus here. We also believe that a possible adjustment of the
tiering factor should only be made in the new year and communicated in the context of an
expected "TLTRO IV". In fact, we are of the opinion that tactical considerations could also
play an increasingly important role in the current circulation, which is characterized by
repeated uncertainty with regard to the further course of the pandemic. After all, the deci-
sions not taken today or tomorrow, can to some extent preserve the flexibility of the Gov-
erning Council in the future. Here, too, we see a certain charm in the "sequencing" of
monetary policy announcements.
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What implications does the ECB decision hold for our coverage?

Both with regard to the SSA/Public Issuers segment and the covered bond market, the
December meeting holds a number of possible implications. In terms of our expectations,
the upcoming termination of the PEPP and the adjustments to the APP volume will un-
doubtedly be at the forefront. However, we would not underestimate the relevance of
indications regarding the monetary authorities' further handling of the pandemic situation
and the associated uncertainty.

Development of PEPP volume PEPP volume: distribution by asset class
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Source: ECB, Bloomberg, NORD/LB Markets Strategy & Floor Research

SSA segment: High supply continues to meet high demand

For the public sector and the persistence of low interest rates, the Eurosystem's purchase
programs were worth their weight in gold. In the PEPP in particular, 96.7% of the volume
purchased now comes from the public sector. Thus, even the fresh bonds issued by the EU
did not result in an oversupply of eligible material. Of particular relevance for the SSA seg-
ment will be how the EU and the German states handle their funding in 2022. The EU is
expected to raise around EUR 120-150bn in fresh money in 2022 to refinance its NGEU
program. This issuer alone would thus exceed the entire market for EUR-covered bonds.
The German federal states are also likely to have a positive net supply, although the states
are still stingy with details on their borrowing authorizations and we do not expect any
concretizations before mid-January. Therefore, especially in Q1, high supply meets un-
changed high demand for today's resolutions. Although Eurosystem demand is somewhat
diminishing, asset managers and bank treasuries in particular still have sufficient dry gun-
powder for the upcoming new issues. Moreover, we firmly expect reinvestments of matur-
ing Eurosystem bonds by the end of 2024, all of which argues for sideways-trending
spreads. We do not yet see a return of funding volumes to the lower pre-pandemic level in
2022; the Corona burdens on budgets, which are the main constitutional reason for the
renewed suspension of debt brakes in Germany at all levels of government, weigh too
heavily. The rating agencies will also do their homework in 2022 and see which European
regions can still sustainably shoulder the consequences of the pandemic.
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Covered Bonds: The end of the PEPP brings changes, but the covered bond market looks
rather spellbound to the meetings in Q1/2022

As part of our weekly publication, we have regularly made reference to the distorting ef-
fects of the APP or the CBPP3 on the covered bond market, while at the same time point-
ing out the quantitative insignificance of covered bonds in the context of the PEPP. In this
respect, the direct implications of a PEPP end for this segment remain manageable. How-
ever, if the APP is continued in the form we have outlined, we do foresee a significant in-
crease in covered bond purchases under the CBPP3. This circumstance alone would have a
certain spread-supporting effect. Nevertheless, we do not expect that the doubling of APP
volumes in the months following the end of PEPP will necessarily lead to a corresponding
doubling of purchases under CBPP3. Again, the mantra of flexibility should apply. In 2021,
too, the Eurosystem's demand in the covered bond market was lower than in previous
years. While CBPP3 accounts for 9.6% of total APP, covered bonds come in at just 5.2% in
2021 ytd (January to November 2021). In any case, the bigger risk — at least in theory —
comes from the decisions we expect in 2022. New TLTRO rounds could once again perma-
nently reduce the supply of publicly placed covered bonds. However, we explicitly see this
as our baseline scenario. On the contrary, a "TLTRO IV" could additionally exist in the mar-
ket, but could not again cause such a distorting result due to a less market-unrelated con-
dition design. Also, not making decisions today provides the Governing Council with the
much desired degree of flexibility. We continue to hope that, at best, only a soft "TLTRO
IV" will be announced in 2022. It is rarely bad to have options, but sometimes better if they
remain unused.

Conclusion and comments

Yesterday we hummed at least half the trading day Christmas Carols like “Tomorrow, Chil-
dren, Something’ Happening” today we have the certainty: “PEPP benched for now, APP
comes in as Point Guard”. Summary of the highlights of today's ECB decision, which boil
down to the facts outlined above: End of PEPP at the end of March 2022, moderate pace
of purchases until then and, according to our calculation, no utilization of the framework
set, adjustment of APP in 2022 with staggered pace of purchases (booster), no decisions on
TLTRO IV or tiering, and no interest rate turnaround in 2022. The meeting was, in sum,
multi-layered, the decisions taken complex. While an end to the pandemic purchase pro-
gram at least gives hope that other issues will again dominate market activity in 2022, the
APP in particular will seem like a kind of booster in its realignment. The ECB's inflation tar-
get is likely to move back into the spotlight in the coming year and pandemic control fur-
ther into the background. The Eurosystem will nevertheless remain dominant, as the APP
will be temporarily boosted in 2022 and PEPP maturities will be reinvested at least until
the end of 2024. This argues in favor of a sideways movement, especially for yields and
spreads in the public sector, as this asset class dominates all other asset classes in terms of
volume under the purchase programs. In addition, it should be noted: The APP still has no
end date, and interest rate hikes will only occur thereafter. Jens Weidmann will leave a gap
at the Bundesbank at the end of the year — six years before the regular end of his term. We
also wish ECB Vice President Luis de Guindos, who is ill with Corona, a speedy and full re-
covery. We bid farewell by thanking our loyal readership!



10 / Fixed Income Special ¢ 16 December 2021

ECB tracker

Asset Purchase Programme (APP)

NORD/LB

ABSPP CBPP3 CSPP PSPP APP
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Nov-21 28,786 297,586 307,026 2,479,090 3,112,488
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APP 20,929 17,846 20,915 22,561 18,918 20,141 20,640 21,597 16,749 19,659 23,017 21,188 244,160
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Source: ECB, NORD/LB Markets Strategy & Floor Research
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Portfolio development

Distribution of monthly purchases

NORD/LB
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Covered Bond Purchase Programme 3 (CBPP3)
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Development of CBPP3 volume
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Public Sector Purchase Programme (PSPP)

Weekly purchases Development of PSPP volume
8 7.22 o1 3,000
o 57 5.78 6.16 5 60 500
4 3.49 2,000
22 22 148 I £ 1,500
i [ 0 :
0 o 1,000
I I -0.12 ’
? -1.82 206 500
4
U U U R U U R R e o ‘hmwsennewea988 AR
Overall distribution of PSPP buying at month-end
T .Adj'uste.d Purchases Expected Difference Ave. tin'.le 3 Market average® Difference
Jurisdiction distribution purchases to maturity . 3 .
key? (EURm) (EURm)? (EURm) (in years) (in years) (in years)
AT 2.7% 71,973 70,715 1,258 7.5 7.6 -0.1
BE 3.4% 90,539 88,022 2,517 8.0 10.2 -2.2
cYy 0.2% 4,093 5,199 -1,106 9.9 8.8 1.1
DE 24.3% 632,164 636,901 -4,737 6.6 7.6 -1.0
EE 0.3% 408 6,806 -6,398 9.2 7.5 1.7
ES 11.0% 303,516 288,102 15,414 8.0 8.4 -0.4
FI 1.7% 40,616 44,379 -3,763 6.9 7.7 -0.8
FR 18.8% 512,340 493,457 18,883 7.2 8.1 -0.9
GR 0.0% 0 0 0 0.0 0.0 0.0
IE 1.6% 40,771 40,913 -142 8.5 10.1 -1.6
IT 15.7% 429,794 410,447 19,347 7.1 7.9 -0.8
LT 0.5% 5,422 13,983 -8,561 10.2 10.6 -0.4
LU 0.3% 3,815 7,959 -4,144 5.6 7.2 -1.7
LV 0.4% 3,281 9,414 -6,133 11.3 10.4 0.9
MT 0.1% 1,311 2,534 -1,223 9.5 9.2 0.3
NL 5.4% 125,899 141,590 -15,691 7.7 9.0 -1.4
PT 2.2% 50,457 56,547 -6,090 7.0 7.2 -0.2
SI 0.4% 10,233 11,633 -1,400 9.9 10.2 -0.3
SK 1.1% 16,912 27,669 -10,757 8.2 8.3 -0.1
SNAT 10.0% 274,533 261,808 12,725 7.7 8.9 -1.2
Total / Avg. 100.0% 2,618,077 2,618,077 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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Development of CSPP volume
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Corporate Sector Purchase Programme (CSPP)

Weekly purchases
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Pandemic Emergency Purchase Programme (PEPP)

Holdings (in EURm)

Volume already invested (in EURbnN)

PEPP
Nov-21 1,548,231
A +68[085 0 185 370 555 740 925 1,110 1,295 1,48 1,665 1,850
Estimated portfolio development
Assumed pace of purchases Weekly net purchase volume PEPP limit hitin ...

Average weekly
net purchase volume so far

Monthly net purchases (in EURm)

EUR 17.6bn 16 weeks (01.04.2022)

120,000
100,000
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40,000
- . . l . . . . . l .
0 ] ]
Dec-20 Jan-21 Feb-21 Mar-21 Apr-21  May-21 Jun-21 Jul-21 Aug-21  Sep-21  Oct-21  Nov-21 >
s 78,092 70,892 80,829 96,082 99,036 100,841 100,808 109,154 81,799 94,710 90,872 89,273 1,092,38
PEPP 57,163 53,046 59,914 73,521 80,118 80,700 80,168 87,557 65,050 75,051 67,855 68,085 848,228
EAPP 20,929 17,846 20,915 22,561 18,918 20,141 20,640 21,597 16,749 19,659 23,017 21,188 244,160
Weekly purchases Development of PEPP volume
25 140
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15
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Source: ECB, Bloomberg, NORD/LB Markets Strategy & Floor Research
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Holdings under the PEPP (in EURm)

Asset-backed Covered Corporate Commercial Public Sector PEPP
Securities Bonds Bonds Paper Securities
Sep-21 0 6,079 37,139 3,314 1,353,076 1,399,609
Nov-21 0 6,079 39,871 4,032 1,485,567 1,535,549
A 0 0 +2,732 +717 +132,491 +135,940

Portfolio structure
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- .
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M Public Sector Securities 96.7%
Portfolio development Share of primary and secondary market holdings
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_§ 1,000 °
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O . — — — — — — —
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N L A L A A
EED PR
0%
M Asset Backed Securities  Covered Bonds Asset-backed  Covered Corporate  Commercial Public Sector
m Corporate Bonds Commercial Paper Securities Bonds Bonds Papers Securities
¥ Public Sector Securities W Primary ~ Secondary
Breakdown of private sector securities under the PEPP
Asset-backed securities Covered bonds Corporate bonds Commercial paper
Nov-21
Primary  Secondary Primary  Secondary Primary  Secondary Primary  Secondary
Holdings in EURm 0 0 1,298 4,781 15,101 24,770 3,989 43
Share 0.0% 0.0% 21.4% 78.7% 37.9% 62.1% 98.9% 1.1%

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

e 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 40,331 2.6% 2.7% 0.1% 8.4 7.0 1.3
BE 50,666 3.3% 3.4% 0.1% 6.7 9.1 -2.4
cy 2,418 0.2% 0.2% 0.0% 8.7 8.1 0.6
DE 366,630 23.7% 24.5% 0.7% 6.2 6.8 -0.6
EE 256 0.3% 0.0% -0.2% 8.5 6.8 1.7
ES 170,306 10.7% 11.4% 0.6% 8.0 7.6 0.4
FI 25,499 1.7% 1.7% 0.0% 7.1 7.4 -0.3
FR 271,410 18.4% 18.1% -0.3% 8.2 7.5 0.7
GR 34,935 2.2% 2.3% 0.1% 8.9 9.6 -0.7
IE 23,549 1.5% 1.6% 0.0% 8.8 9.1 -0.3
IT 250,889 15.3% 16.7% 1.5% 7.1 6.9 0.2
LT 2,939 0.5% 0.2% -0.3% 11.0 10.1 0.9
LU 1,904 0.3% 0.1% -0.2% 6.5 6.1 0.4
LV 1,625 0.4% 0.1% -0.2% 9.5 9.2 0.3
MT 480 0.1% 0.0% -0.1% 10.8 9.1 1.7
NL 81,494 5.3% 5.4% 0.2% 7.4 8.6 -1.2
PT 33,097 2.1% 2.2% 0.1% 6.8 7.2 -0.4
SI 6,143 0.4% 0.4% 0.0% 9.4 9.2 0.1
SK 7,262 1.0% 0.5% -0.5% 7.5 8.5 -1.0
SNAT 126,308 10.0% 8.4% -1.6% 10.5 8.5 2.0
Total / Avg. 1,498,141 100.0% 100.0% 0.0% 7.6 7.5 0.1
Distribution of public sector assets by jurisdiction Deviations from the adjusted distribution key
400,000 25%
350,000 0%
300,000
15%
250,000
£
> 200,000 10%
" 150,000 5%
100,000 0% I ,I —— . _ II - _I ,I Al B - ,I T | - I
50,000 I
0 II* _un I. e I_- =% = W o> W oW T o Wk S o - 5 X -
EHOAEOTEEYES 3352 a%E <E0oEETEEEES33528704
s B Adjusted capital key PEPP share ®mA <

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

Oct-21 3,091,301

Nov-21 3,112,488
A +21,188

Monthly net purchases (in EURm)

120,000
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40,000

NORD/LB

PEPP APP & PEPP
1,480,146 4,571,447
1,548,231 4,660,719

+68,085 +89,273
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> 78,092 70,892 80,829 96,082 99,036 100,841 100,808 109,154 81,799 94,710 90,872 89,273 1,092,38

PEPP 57,163 53,046 59,914 73,521 80,118 80,700
EAPP 20,929 17,846 20,915 22,561 18,918 20,141
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Source: ECB, Bloomberg, NORD/LB Markets Strategy & Floor Research
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20,640 21,597 16,749 19,659 23,017 21,188 244,160

Distribution of weekly purchases

100%

80%
60%

40%

“g_all_alllnnn
0% I -.

-20%

-40%

N
o
ob o

RS

K
RSN O L .
VN N v A AN A I NN

mAPP  PEPP



19 / Fixed Income Special ¢ 16 December 2021 NORD/ I'B

Appendix
Overview of latest Covered Bond & SSA View editions

Publication Topics
40/2021 ¢ 15 December " ECB preview: End of PEPP, booster for APP?!
®  Qur view of the covered bond market in 2022
®  SSA Outlook 2022: Public sector caught between ECB & COVID
39/2021 ¢ 08 December ®"  The ECB, monetary policy and covered bond market: Hypothetical “What if...?” considerations
®"  The Moody’s rating approach
38/2021 ¢ 01 December " United Kingdom: Spotlight on the EUR benchmark segment
"  Beyond Bundeslaender: Region Pays de la Loire (PDLL)

37/2021 ¢ 24 November ®  Benchmark deals outside the euro: momentum has returned!

"  Transparency regulations under Section 28 of the Pfandbriefgesetz (PfandBG - German Pfandbrief Act) Q3
2021

"  Beyond Bundeslaender: Auvergne-Rhone-Alpes Region (ARA)
36/2021 ¢ 17 November " Primary market forecast 2022: time for a comeback?
"  Development of the German property market
®  Beyond Bundeslaender: Spotlight on Belgian regions
35/2021 ¢ 10 November ®  PEPP approaching notional end — will the APP be pepped up?
"  Spain’s major move — will the amended covered bond legislation breathe new life into the market?
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 "  Insurance 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 Laender 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
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 — German Laender 2021
Issuer Guide — Canadian Provinces & Territories 2020
Issuer Guide — Supranationals & Agencies 2019

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 b usiness 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. How ever, 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 infor mation cannot replace
personal advice. Before making an investment decision, each Recipient should consult an independent investment adviser for individual investme nt 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.
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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 infor mation 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 acco unt 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). D etails 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.



26 / Fixed Income Special ¢ 16 December 2021 NORD/ I'B

Additional information
Time of going to press: 16 December 2021 16:46h (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 an irregular 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: 16.12.2021 17:54
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