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End of the PEPP “postponed”:

As regards ECB data on the APP and PEPP, the publication
day for the first financial statement of each quarter will
usually be a Wednesday instead of a Tuesday. As such, the

data presented in this edition of our weekly publication
shows APP and PEPP data as of 25 March.

Quarter-end data — including the final value of the PEPP,
which ended on 31 March —is due to be published by the
Eurosystem this afternoon. We will acknowledge this as
part of a Cross Asset article next week.
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Market overview
Covered Bonds

Author: Dr Frederik Kunze

Primary market: the music plays on!

Over the past five trading days, the primary market for EUR benchmarks again continued to
be extremely dynamic. A total of five issuers from four jurisdictions appealed for investors
and placed a total volume of EUR 5.5bn in new bonds. Last Thursday, Santander UK be-
came the first issuer from the United Kingdom to place a covered bond in EUR benchmark
format this year. The bank started the marketing phase with an initial guidance in the re-
gion of ms +15bp and placed a volume of EUR 1.75bn (5y) at ms +11bp in the end. The
deal, which was after all the largest covered bond benchmark from the UK in more than
ten years, ultimately attracted an order volume of EUR 2.15bn. It was mainly allocated to
the Benelux countries (31%), Germany & Austria (28%) and the UK & Ireland (24%). Looking
at the type of investor, the central banks/Ol category dominated (40%), followed by banks
(33%) and asset managers (25%). The first primary market appearance of an EMU issuer
came on 4 April, after the ECB had reportedly reduced its order size on the primary market
from a deal size of 40% to 30%. After a dual tranche on 12 January (BPCECB 0 3/8 01/21/32
and BPCECB 0.01 01/21/27) and a benchmark on 15 February (BPCECB 0 3/4 02/23/29),
BPCE’s fourth bond followed on Monday. The books for the new benchmark, featuring
what is now almost an “unusual” term of eight years, opened with IPT in the region of
ms +12bp. In the course of the marketing phase, the issuer was able to place a volume of
EUR 1.5bn and price at a final spread of ms +9bp. The order volume amounted to EUR
1.95bn. Another deal from France followed on Tuesday. CAFFIL took advantage of issuance
window remaining open to place a benchmark with a long six-year maturity. The final pric-
ing of the deal was ms +5bp, while the initial guidance had been given as ms +8bp. With
this covered bond of EUR 1bn, the volume of French benchmarks placed so far in 2022 now
totals EUR 17.75bn. Through BAWAG, we noted further primary market activity from Aus-
tria. The issuer has already been active on the market this year with a benchmark in Janu-
ary (EUR 500m; 10y) and opted for a maturity of 6.3 years for the new deal, which it had
announced the previous day. The books opened yesterday, on Tuesday, with guidance in
the region of ms +11bp. The reoffer spread ultimately narrowed by 3bp to ms +8bp during
the marketing phase. Finally, the second benchmark from Slovakia was brought to market
by Slovenska Sporitelna (SLOSPO). The EUR 500m bond (WNG) was placed at ms +15bp
(guidance: ms +17bp area) and was able to attract an order volume of EUR 720m. For
SLOSPQ'’s second appearance on the primary market, a new issue premium (NIP) of 5bp to
6bp can also be derived, with reference to the latest VUB deal. In conclusion, our observa-
tions have not identified any dramatic fluctuations in the NIPs of the EMU deals, even with
the ECB having cut its order sizes. On balance, we continue to calculate an average level of
4bp. However, we do not rule out further downward adjustment steps in ECB order behav-
iour. We also discuss possible implications of this in our Covered bond focus article on the
first quarter and the ECB.
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Issuer

CAFIIL
SLOSPO

BAWAG
BPCE SFH
Santander UK

Country  Timing ISIN Maturity Size Spread Rating ESG
FR 05.04. FRO0140090M1 6.2y 1.00bn ms +5bp - /Aaa/AA+ -
SK 05.04. SK4000020673 5.0y 0.50bn ms +15bp - /Aaa/ - -
AT 04.04. XS2468221747 6.3y 0.75bn ms +8bp - /Aaa/ - -
FR 04.04. FR0O014009088 8.0y 1.50bn ms +9bp - /Aaa/AAA -
GB 31.03. XS2466426215 4.9y 1.75bn ms +11bp AAA/Aaa/AAA -

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

Arion Bank successfully taps bond to benchmark level

Through a tap issue, Arion Bank (IS) has topped up its EUR sub-benchmark bond placed in
September 2021 (EUR 300m; ARION 0.05 10/05/26) to benchmark level. The issuer’s target
was a minimum volume of EUR 100m for the tap (guidance: ms +38bp area). The reoffer
spread was ultimately ms +37bp and Arion secured EUR 200m, resulting in an outstanding
volume of EUR 500m after 40 days once the new bond was merged with the ISIN of the
outstanding sub-benchmark. If all other iBoxx criteria are then met, Iceland is then likely to
be included as a new jurisdiction in the iBoxx EUR Covered. Due to Arion placing a sub-
benchmark deal last year, our coverage already includes Arion Bank, which also has a
Green Bond Framework.

NORD/LB capital market spotlight on 8 April at 2 p.m.: “Update on UK”

With Santander UK’s covered bond, the first EUR benchmark in 2022 from the UK has now
also been successfully placed on the market. We expect other issuers to follow suit over
the course of the current year. With this in mind, we are also looking forward to this
week’s upcoming client event “NORD/LB Capital Market Spotlight: Update on UK”. As part
of the virtual format, we intend to throw a spotlight on the current covered bond market in
the UK. Issuer presentations from Nationwide Building Society and Santander UK will form
the centrepiece of the event, which will be rounded off with a chance to talk directly to the
issuers in the Q&A session. If you are interested in the “UK spotlight” event, please contact
us directly or email event-markets@nordlb.de. An up-to-date assessment of the UK EUR
benchmark segment can also be found today in our weekly publication (cf. Covered Bond
article on UK benchmarks).

DBRS comments on the Spanish real estate market

So far in 2022, we have only welcomed one EUR benchmark from Spain to the primary
market. In fact, we do not expect the offering from the Southern European covered bond
jurisdiction to be extensive in 2022. Nevertheless, the Spanish mortgage market, in particu-
lar, is certainly faring much better. On 31 March 2022, the rating agency DBRS presented
an up-to-date analysis of the Spanish real estate market, highlighting, among other as-
pects, the strong growth of the housing market and an increase on the lending side. How-
ever, DBRS also noted that the need for government support measures has fallen signifi-
cantly, which can, in the context of the analysis, be explained not least by developments on
the labour market. In fact, with regard to the covered bond market and above all the EUR
benchmark segment, we expect momentum to pick up only gradually. For Spanish institu-
tions, the funding requirement via covered bonds is likely increase over the course of 2023
rather than in 2022. We therefore maintain our assessment that the Spanish EUR bench-
mark segment will shrink to a significant extent in 2022 (expected net supply: EUR -9.7bn).


https://www.nordlb.com/my-nord/lb-portals/download/research-document-10444?cHash=8ff63f510f59701656753fc2b7e29813
https://wwwv2.arionbanki.is/lisalib/getfile.aspx?itemid=fa9dd84a-db4e-11eb-9254-d8d385659f64
mailto:event-markets@nordlb.de
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NPL trend for selected countries (EUR bn)

600

500

400

300

EURbn

200

1

o

0

B Mar-20

i |||” "I” I|| “ "l Il 'Im
DE ES FR IT NL

Jun-20 M Sep-20

NORD/LB

NPL trend for selected countries (%)

IT NL

Mar-21 ®Jun-21 ®Sep-21 M Dec-21

7%

6%

5%

w

%

N
X

i
X

EU/EEA

Q

%

DE ES FR

Dec-20

EU/EEA

Dec-20 Mar-21 ®Jun-21 M Sep-21 M Dec-21

EmMar-20 =Jun-20 ®Sep-20

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

Top 5 countries by Russia exposures (EUR m)
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EBA Risk Dashboard Q4/2021: robust fundamental data

The current figures for the EBA Risk Dashboard were presented last Friday. The European
Banking Authority’s database now also includes information on the fourth quarter of 2021.
As the EBA also expresses in a press release dated 1 April 2022, the capital and liquidity
ratios remained strong on the whole. The profitability ratios, which have now stabilised at
levels higher than in the pre-pandemic period, also paint a robust picture. Moreover, asset
quality improved, with banks reporting further declines in NPL ratios. The EBA therefore
confirms that the European banking sector was in a more than solid position overall in the
most recent reporting period. Nevertheless, it should be borne in mind that the dramatic
developments in Ukraine and the associated sanctions against Russia are not yet part of
this current set of statistics. The EBA highlights the potential impact with a “special fea-
ture” and presents data which reflects that direct exposures to Russia and Ukraine are lim-
ited. The EBA’s initial assessment is that second-round effects are more worrying from a
financial stability perspective than first-round risks to the EU banking system.
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https://www.eba.europa.eu/eba-risk-dashboard-indicates-limited-direct-impact-eu-banks-russian-invasion-ukraine-also-points

I
6 / Covered Bond & SSA View ¢ 6 April 2022 NORDI LB

Moody’s: Focus on Raiffeisen Bank International

The risk experts at Moody’s have also taken the current geopolitical developments as an
opportunity to focus on issuers with exposures in Russia and Ukraine. For example, Raif-
feisen Bank International (RBI) has a public sector cover pool to which cover assets from
these two countries can be assigned. In the RBI public sector cover pool, Russia (19%) and
Ukraine (8%) account for 27% of the cover assets overall. Moody’s analysts specifically
guestioned Russia’s willingness and ability to pay its debt obligations. For Ukraine, the re-
port rather highlights the liquidity risk. The direct risk for covered bond investors is not
least strongly limited by the dual recourse structure of the covered bond alone. After all, it
is not the cover assets directly but RBI which ensures bond interest and repayment are
paid. In addition, Moody’s makes reference to the existing ECA guarantees, which are
backed by EU member states as well as Switzerland. Even in the case of war, payments to
be made as necessary are not excluded. According to Moody’s, the worst-case scenario in
the event of default of all Russian exposures (without recovery) would bring the OC to a
level of 0% and therefore still mean the covered bonds are backed in full. We regard
Moody’s considerations as particularly important because they clearly identify the possible
risks and also include risk mitigation mechanisms. As a result, the economic positions in
Russia and Ukraine are attributable to the guarantors in the EU and Switzerland, respec-
tively. As part of our coverage (e.g. as part of the NORD/LB Issuer Guide Covered Bonds),
we are focusing on RBI’s mortgage cover pool. This is also RBI’'s EUR benchmark pro-
gramme. According to our understanding, no EUR benchmark covered bonds can be as-
signed to the public cover pool.

EU taxonomy: Association of German Pfandbrief Banks (vdp) presents benchmarking for
the Top 15% criterion together with Drees & Sommer

As we explained in the NORD/LB ESG update, the EU taxonomy has a great impact on the
financial and capital markets as well as on the fixed income segment via the EU Green
Bond Standard (EUGBS). According to a press release, the vdp has developed a benchmark-
ing approach together with the consulting firm Drees & Sommer which is intended to sup-
port banks in providing evidence of compliance with the EU taxonomy for meeting the top
15% criterion with regard to primary energy demand. This means the benchmarking ap-
proach focuses specifically on those properties for which conformity with the EU taxonomy
cannot be proven by energy performance classes. Residential buildings without an energy
performance certificate can evidence belonging to the top 15% via primary energy de-
mand, which must be lower than 74 kWh or 70 kWh per square metre. According to Drees
& Sommer’s calculations, office and retail properties are within the top 15% of their prop-
erty class if they, at a minimum, comply with the requirements of the EnEV 2009; for logis-
tics buildings, the same applies if they were built in line with the requirements of the EnEV
2014 or a more recent regulation. We believe that the help this benchmarking tool will
provide should not be underestimated. After all, pursuant to the European green bond
standard (EUGBS), current discussions suggest bond issuers will have to demonstrate 100%
alignment with the EU Taxonomy. The vdp regards this percentage as too high. The vdp is
calling for a transitional phase in which only 80% taxonomy compliance would be required
to create the necessary scope for new and already active green covered bond issuers on
the market.



https://www.nordlb.com/my-nord/lb-portals/download/research-document-10951?cHash=4a65c918724025e99729b9a5579e6f85
https://www.pfandbrief.de/site/en/vdp/press/News/press_releases/20220404_Drees_Sommer_vdp.html
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Market overview
SSA/Public Issuers

Authors: Dr Norman Rudschuck, CIIA // Jan-Phillipp Hensing

Allocation of KfW's proceeds from green bond in 2021

KfW has been issuing "Green Bonds — Made by KfW" since 2014 and recently published its
Allocation Report for the reporting year 2021. In total, the German promotional bank is-
sued 22 new green bonds last year and tapped existing green bonds 15 times. The share of
sustainable bonds as a percentage of the total funding volume in 2021 is 19.6%, twice as
high as in 2020, whereas the number of different currencies used for issues and taps last
year amounts to 13. The net proceeds resulting from the green bond issues totalled
EUR 16.2bn and have a volume-weighted residual maturity of 6.6 years. The average ma-
turity of the cumulative loans refinanced from the green bond proceeds is 8.6 years, which
is in line with the Green Bond Framework. The demand for green projects was high in
2021: EUR 21.3bn in project financing qualified for green bonds last year, meaning that the
net proceeds from the issues could be fully allocated. But where did the proceeds go? KfwW
states that 94.6% went to projects within Germany, which should come as little surprise
given the shareholders (80% Federal Republic of Germany, 20% Bundeslaender). In addi-
tion, 2.6% of the proceeds went to France, 1.2% to the Netherlands, 0.6% to Poland, 0.3%
each to Spain and Sweden, 0.2% to Austria, 0.1% each to Italy and Ireland and finally 0.03%
each to the United Kingdom and Finland. Broken down into categories, according to the
allocation report, 84.8% went to energy efficiency (divided into 83.0% residential buildings
and 1.9% other buildings [rounding differences]) while 15.2% was used for renewable en-
ergies (9.5% wind energy, 5.2% solar energy and 0.4% hydropower and other technologies
[rounding differences]). KfW indicates the environmental and social impact of the pro-
grammes in the period from 2014 to 2020 as follows: every EUR 1m of net proceeds from
green bonds avoids the equivalent of 109 tons of CO,, resulting in an additional 206 MWh
of renewable energy and an energy saving of 9.3 MWh annually. In addition, for every
EUR 1m invested in “Green Bonds — Made by KfW”, twelve jobs (converted into person-
years) could be safeguarded. The equivalents for the period from 2021 are expected for
the allocation report in 2024. Earlier in 2022, the Green Bond Framework was also expand-
ed: when the framework was introduced in 2014, only renewable energies were covered
initially, before the area of energy efficiency was included in the first update in 2019. Right
at the start of 2022, the second update to date took place, which from then on also includ-
ed sustainable mobility. To recap, in its press release dated 17 December 2021, KfW stated
its intention to issue at least EUR 10bn in "Green Bonds — Made by KfW" in 2022. The total
expected funding volume for 2022 is EUR 80-85bn. However, we anticipate that this could
even be exceeded, as was the case last year. Of course, this always depends on the market
conditions.



https://www.kfw.de/PDF/Investor-Relations/PDF-Dokumente-Green-Bonds/Impact-and-Allocation-Reporting/KfW-Green-Bonds-Allocation-Report-2021.pdf
https://www.kfw.de/About-KfW/Newsroom/Latest-News/Pressemitteilungen-Details_686592.html
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Greece: repayment profile under the ESM
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ESM and EFSF waive parallelity clause in case of early repayment by Greece to the IMF
and the Greek Loan Facility

Greece wants to repay early its outstanding loan of EUR 1.86bn from the International
Monetary Fund (IMF) and an outstanding loan of EUR 2.65bn from the Greek Loan Facility
(GLF). You are probably quite rightly asking yourself what could stand in its way? Under the
European Stability Mechanism (ESM) and European Financial Stabilisation Facility (EFSF)
loan agreements with Greece, upon early repayment to other creditors, a proportional
amount of the financial assistance provided under ESM and EFSF facilities becomes imme-
diately due and payable (parallelity clause). In the ESM’s press release dated 28 March, it
was announced that the credit facilities would waive this clause. It is emphasised that the
early repayment of Greece’s debts sends a positive signal to markets and will have a direct
impact on Greece’s debt profile, thereby generating (interest) savings for the Greek budg-
et. It is also in the interests of the ESM and EFSF, who hold around half of Greece’s public
debt. To recap, the Greek Loan Facility was the first financial support programme for
Greece, agreed in May 2010. It consisted of bilateral loans from 14 Euro area countries,
amounting to EUR 52.9bn, and an IMF loan with a volume of EUR 20.1bn. The European
Financial Stabilisation Facility was established only a month later in June 2010.
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ESM/EFSF, NORD/LB Markets Strategy & Floor Research

EIB signs EUR 1.9bn InvestEU guarantee agreement

The European Investment Bank has signed a EUR 1.9bn guarantee agreement with the
European Commission under the InvestEU investment plan. The InvestEU programme
comprises a total of EUR 372bn of investments over a period from 2021 to 2027. The aim is
to give an additional boost to sustainable investment, innovation and job creation in Eu-
rope. The programme is divided into four policy areas (so-called windows), namely “sus-
tainable infrastructure”, “research, innovation and digitisation”, “small and medium-sized
enterprises (SMEs)” and “social investment and skills”. The projects that will be the first to
benefit from the EIB's EU guarantee fall into the “social investment and skills” and “sus-

tainable infrastructure” windows.


https://www.esm.europa.eu/press-releases/esm-and-efsf-waive-greeces-repayment-obligation-clearing-way-early-imf-and-glf
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Issuer
BERGER
EU
ALSFR
SOGRPR
AZORES
MADRID
WALLOO

Primary market

In this issue, the primary market section is dominated by the regions. True to our duty as
chroniclers, we start with the Walloon Region (ticker: WALLOO) in Belgium, which decided
to issue a ten-year EUR 1bn bond at OLO +33bp. This corresponded to around ms +13bp at
the relative point in time. The guidance was OLO +35bp area and the order book was re-
ported at EUR 1.2bn. Next, the Autonomous Community of Madrid (ticker: MADRID) issued
a EUR 1bn sustainability bond — also with a ten-year maturity — at SPGB +16bp. According
to our calculations, this corresponds to about ms +40bp at the time of issue. Compared to
the guidance, a narrowing of two basis points was also possible here and the order book
likewise amounted to EUR 1.2bn. The Autonomous Region of the Azores (ticker: AZORES),
on the other hand, opted for a dainty volume of EUR 455m and is therefore just below the
threshold for benchmark size. Nevertheless, we would also like to comment on this deal
with due brevity and refer to last year's edition, in which we took a closer look at the Ma-
deira and Azores regions as part of our series “Beyond Bundeslaender”. The maturity of the
bond is ten years, the guidance was PGB +70bp area, and it was finally priced at PGB
+65bp. This corresponded to approximately ms +82bp. The order book was reported at
EUR 650m. Next to issue a bond was, for a change, not a region, but the French infrastruc-
ture operator Société du Grand Paris (ticker: SOGRPR). With a longer maturity of 20 years,
fresh supply was provided in the form of a green bond with a volume of EUR 1.75bn. Com-
pared to the guidance of OAT +34bp area, the spread narrowed by one basis point to OAT
+33bp. This corresponded to roughly ms +37bp. The order book is reported at EUR 2.3bn,
resulting in a bid-to-cover ratio of 1.31x. The next issuer also comes from France: Action
Logement Services (ticker: ALSFR) issued a ten-year sustainability bond with a volume of
EUR 1.25bn at OAT +42bp (guidance: OAT +45bp area). With an order book of EUR 2.8bn,
this gives a bid-to-cover ratio of 2.24x. Against the mid-swap curve, we have calculated a
spread of ms +15bp at the relative point in time. Next, we have spotted a German sub-
sovereign: Berlin issued a FRN (6y) with a volume of EUR 500m at 3mE +60bp. In addition,
the European Union (ticker: EU) has been active again in the primary market, providing
further funding for the NGEU programme. It opted for a green bond with a 20-year maturi-
ty and a volume of EUR 6bn. The marketing phase started with a guidance of ms +11bp
area. The bond was finally priced at ms +9bp. The level of investor interest was once again
very high — the order book amounted to EUR 78.25bn. We would like to mention a tap at
this point: KfW topped up its KFW 0% 02/18/25 bond by EUR 1bn at OBL +41.6bp. Last but
not least, a mandate from the Council of Europe Development Bank for a seven-year social
inclusion bond was announced yesterday (Tuesday).

Country  Timing ISIN Maturity Size Spread Rating ESG
DE 05.04. DEOOOA3MAQYH8 6.0y 0.50bn 3mE +60bp AAA / Aal/- -
SNAT 04.04. EUOO0OA3K4DG1 20.8y 6.00bn ms +9bp AAA / Aaa / AA X
FR 01.04. FRO014009N55 10.1y 1.25bn ms +15bp AA/-/- X
FR 29.03. FRO014009KL1 20.0y 1.75bn ms +37bp AA/-/- X
Other 29.03. PTRAAIOMO0009 10.0y 0.46bn ms +82bp BBB-/Bal/- -
ES 29.03. ES0000101012 10.1y 1.00bn ms +40bp -/-/A- X
BE 29.03. BE0002849306 10.0y 1.00bn ms +13bp -/A3/- -

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


https://www.nordlb.com/my-nord/lb-portals/download/research-document-10226?cHash=8a1ce9fb7cb00841c19a74d520172893
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Covered Bonds
ECB adjusts order behaviour in time for the new quarter

Author: Dr Frederik Kunze

A first quarter that will stay in the memory!

As we have already noted elsewhere at one time or another, the first three months of the
year were characterised by an unexpected degree of dynamism. This can be seen simply by
looking at the volume of primary market issues in the EUR benchmark segment at the end
of Q1 2022. We had not expected EUR 76.1bn by this point in the current year, which
shows once again that past performance is not always a reliable indicator for the future.
Admittedly, the past two years have been marked by significant structural breaks, which
also left their mark on the covered bond market. The high volume on the primary market
can be explained, among other things, by catch-up effects from the “pandemic-dominated”
past and by (pre-)funding brought forward for a future characterised by monetary and ge-
opolitical uncertainty. In the primary market, the large presence of Canadian issuers was
also a big surprise. We are self-critical enough to note that our original forecast of an issu-
ance volume from Canada of EUR 9bn for the full year 2022 was a clear misjudgement,
with EUR 18.5bn having actually been placed by the end of March 2022. However, Canada
was not the only surprise of the first quarter of 2022. With the apparent lowering of its
own primary market order share from 40% to 30%, the ECB went into exit mode on 29
March 2022, much earlier than expected. Although the Eurosystem's presence on the cov-
ered bond market is likely to remain significant in the coming weeks and months, we be-
lieve this latest change of direction on the primary market is the starting signal for the
dawn of a new era. In the following, we would like to assess the developments in the
months January to March as well as the new implications for the momentum on the cov-
ered bond market in the coming months and quarters.

Primary market: Jurisdictions (EUR bn; ytd) Primary market: Issuance history year on year
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Primary market: new issue premiums in basis points
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The primary market in Q1 2022

What follows is a brief summary of key features of the covered bond primary market in the
first three months of the current year. What is particularly striking here - apart from the
high volume - is the issuers' focus on the shorter maturity segment. Credit institutions are
certainly also responding to investors’ wishes. The general uncertainty and the expected
turnaround on interest rates have also reduced the appetite for longer maturities, as has
the upward movement in general yield levels that has already taken place. Overall, the
market was receptive to the high supply. The order books, or rather the oversubscription
guotas, declined noticeably, although this can be explained by both less inflationary order
books and larger deal sizes overall. New issue premiums have recently moved on from the
extremely low levels of around zero and at least offered investors a noticeable pick-up
again. Consequently, it should come as no surprise that demand is focused more on the
primary market. The fact that secondary trading has virtually come to a standstill in the
meantime is mainly due to the uncertainty of market participants in the wake of the dra-
matic developments in Ukraine. The bulk of the primary market deals could still be per-
formed secondarily according to the Bloomberg umbrella prices, which we are also bearing
in mind as an important indicator for future spread development. In terms of the investor
distribution of the deals placed on the market, the preponderance of allocation to the
DACH countries with a share of 49% has persisted so far this year. By investor type, the
largest share is once again attributable to the Banks segment. However, the figure of 37%
is definitely well down on the figures seen in previous years (2021: 41%; 2020: 45%; 2019:
44%). The Central Banks/Ol category has caught up (34% vs. 27% in 2021, 25% in 2020 and
17% in 2019). For EMU deals (i.e. primary market issues that can be purchased by the Eu-
rosystem), the share of the Central Banks/Ol category at 35% is also significantly above the
levels of previous years 2021 (29%), 2020 (26%) and 2019 (17%). We see the not too large
deviation from the overall market as an indication that the central banks and official gov-
ernment institutions outside the Eurosystem are also relatively active investors on the cov-
ered bond primary market.

Primary market: maturities (shares in %)
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Source: Market data, Bloomberg, NORD/LB Markets Strategy & Floor Research
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ECB monetary policy remains crucial for spread outlook

Although we do not want to downplay the importance of demand from institutions such as
Norges Bank or large accounts from Asia (e.g. SAFE), the focus of attention has at the latest
since 29 March 2022 been on the ECB. Therefore, the adjustment of the primary market
order share mentioned above will affect the spread structure of the entire EUR benchmark
segment. The change of direction has in the end come sooner than expected. After we had
initially expected a sideways movement in the order share and a reduction in the second
guarter at the earliest, there are now many indications that the ECB will reduce orders
more quickly. For issuers, this in turn means that although the execution risk will increase,
the ECB will not withdraw completely on an ad hoc basis. In any case, with the high maturi-
ties under CBPP3, a certain “residuum” in the order rate remains more than likely even
after the end of net purchases. In addition to the primary market, the ECB will also have to
turn its attention to the secondary market. The question is how maturities will be reinvest-
ed. In the current year, the net CBPP3 volume has shrunk. With a reduced presence by the
Eurosystem on the demand side, the probability of rising spreads is also increasing. On
average, we expect spreads to continue widening by around five basis points across all
maturities and jurisdictions up to the end of Q2 2022, although there may be one or two
exceptions. Systematic spread differentiation, which we had actually only expected in the
first half of 2023, has now already become far more likely for the second half of 2022.

CBPP3 trend ECB order behaviour
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Source: ECB, Bloomberg, market data, NORD/LB Markets Strategy & Floor Research

Conclusion

A strong first quarter that eclipses previous years and the like of which we shall probably
not see again in the future has come to an end. Virtually as the icing on the cake, the ECB
adjusted its own order behaviour at the end of March 2022. Both higher supply and pro-
spectively lower demand by the ECB are indicators of spread widening. To put this into
perspective, we should add that supply has also been high outside the Eurosystem. On the
other hand, we should not yet equate the ECB’s reduced primary market order with an end
to the defining influence of its monetary policy on the covered bond market.
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Covered Bonds
United Kingdom: spotlight on the EUR benchmark segment

Author: Dr Frederik Kunze

A look at the UK covered bond market

As part of this focus article, we provide a brief update on the UK covered bond market,
focusing on the EUR benchmark segment. After five months of inaction, this sub-market
came back to life last week, so to speak. Issuance business in the UK also reflects a recent
observable trend with regard to primary market activity. With Santander UK’s EUR bench-
mark of EUR 1.75bn placed in the last trading week, the largest volume for more than ten
years on the UK primary market for EUR benchmarks has been recorded. In our view, solid
demand and robust secondary market performance indicate that the market is receptive to
UK benchmarks.

UK: price trend and BoE rate UK: property price development
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Macroeconomic conditions in the UK

As in the other covered bond jurisdictions, the general conditions in the UK are shaped by
the dramatic developments in Ukraine and the currently prevailing inflation environment.
In addition, the UK economy is increasingly seeking to move on from the consequences of
the pandemic and the fiscal and monetary policy support measures directly associated
with it, but is also facing downside risks from new infection rates (for example, in China)
and from long-term disruptions to supply chains. The real estate sector in the UK continues
to be robust, with mortgage rates rising, not least as a result of the Bank of England’s re-
cent interest rate hikes, which should have a somewhat dampening effect on the real es-
tate market. The state of the labour market remains robust and is likely to be accompanied
by wage increases. Funding via covered bonds will presumably become more important to
banks in the future, as indicated by GBP bond issuances in the current year.
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EUR benchmark segment UK: outstanding volume amounts to EUR 29.36bn

At present, the UK EUR benchmark segment consists of eleven covered bond issuers. With
36 bonds outstanding, the total volume amounts to EUR 29.36bn. The largest volumes are
accounted for by Lloyds Bank (EUR 7.75bn; 7 bonds), Santander UK (EUR 7.50bn; 7 bonds)
and Nationwide Building Society (EUR 5.26bn; 8 bonds). So far this year, only Santander UK
has been active on the market.

EUR benchmarks UK (outstanding, EUR bn) EUR benchmarks UK (issuances, EUR bn)
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= Lioyds Bank PLC Santander UKPLC M Clydesdale Bank PLC Coventry Building Society
M Leeds Building Society Lloyds Bank PLC

= Nationwide Building Society Yorkshire Building Society
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Source: Issuers, Bloomberg, NORD/LB Markets Strategy & Floor Research

Publicly placed UK covered bonds in currencies other than euro

While only one UK issuer has been active on the market so far this year in the EUR bench-
mark segment, four issuers have chosen the domestic currency GBP for their primary mar-
ket appearances. In fact, from the point of view of banks, GBP bonds make sense for the
purchase of real estate funding on the domestic market. Having said that, the covered
bond market certainly continues to be a EUR market at its core. Hence, it is not surprising
that in addition to Yorkshire BS (GBP 500m), Clydesdale Bank (GBP 600m) and Skipton BS
(GBP 500m), Santander UK was active in the GBP market (GBP 1.5bn) but also came back
impressively to the EUR-Segment recently.

Overview: UK EUR benchmark issuers (all data retrieved on: 5 April 2022).

Emittent (Link)

Bank of Scotland

Barclays Bank
Clydesdale

Coventry BS

Leeds BS

Llyods Bank

National Westminster
Nationwide BS
Santander UK

Skipton BS
Yorkshire BS

2,983

9,931

Cover Total
amount Programme Maturity CB-Rating Owner
volume outstand- oc size type (Fitch / Moody’s/ Main region occupied
ing (in (BMK) S&P)
mEUR) mEUR)
1,197 149.2% EUR 60bn Soft Bullet AAA / Aaa / AAA London 18.7% 99.5%
11,980 4,739 52.8% EUR 35bn Soft Bullet AAA / Aaa / AAA South East 21.6% 100.0%
2,873 245.7% EUR 7bn Soft Bullet AAA/ Aaa /- South East 20.4% 87.41%
9,294 5,820 59.7% EUR 7bn Soft Bullet AAA/ Aaa /- London 16.8% 100.0%
2,803 1,935 44.8% EUR 7bn Soft Bullet AAA / Aaa /- Yorkshire 14.0% 87.0%
39,341 25,548 54.0% EUR 60bn Soft Bullet AAA / Aaa /- South East 13.8% 96.7%
9,482 3,352 182.9% EUR 25bn Soft Bullet AAA / Aaa / - Greater London 20.5% 87.9%
24,631 15,236 61.7% EUR 45bn Soft Bullet AAA / Aaa / AAA Outer Metro 15.7% 100.0%
21,838 15,309 42.6% EUR 35bn Soft Bullet AAA / Aaa / AAA South East 22.2% 100.0%
4,522 2,195 106.0% EUR 7.5bn Soft Bullet AAA/ Aaa /- Scotland 14.53% 87.3%
7,650 4,594 66.5% EUR 7.5bn Soft Bullet AAA/ Aaa /- Yorkshire 50.55% 100.0%

Source: Issuers, rating agencies, NORD/LB Markets Strategy & Floor Research


https://www.bankofscotland.co.uk/helpcentre/about-bank-of-scotland/
https://home.barclays/investor-relations/
https://www.virginmoneyukplc.com/investor-relations/
https://www.coventrybuildingsociety.co.uk/member/investor-relations.html
https://www.leedsbuildingsociety.co.uk/treasury/
https://www.lloydsbankinggroup.com/investors.html
https://investors.natwestgroup.com/fixed-income-investors
https://www.nationwide.co.uk/investor-relations/
https://www.santander.co.uk/about-santander/investor-relations
https://www.skipton.co.uk/investorrelations/
https://www.ybs.co.uk/your-society/treasury/index.html
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Covered bonds: Spreads UK (generic)
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Outlook: covered bond supply from the UK in 2022 and spread implications

The UK EUR benchmark segment was one of the sub-markets characterised by a pro-
nounced negative net supply in 2021. The EUR 1.75bn placed for the full year 2021 was
offset by maturities falling due with a volume of EUR 13.1bn. For 2022, we again expect a
shrinking benchmark segment in the UK. For 2022 as a whole, maturities due total EUR
8.3bn, while we expect new bond issuances in the order of EUR 4bn. On the spread side,
we also expect UK covered bonds to widen slightly until mid-2022. With regard to the ex-
pected differentiation of covered bond spreads for EUR benchmarks, which should run
alongside the gradual withdrawal of the ECB, we believe UK covered bonds will be at com-

parable levels to Canadian securities and significantly wider than core bonds, from Germa-
ny, for example.

Covered bonds: ASW UK vs. CA vs. DE (5y, generic)
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Source: Market data, NORD/LB Markets Strategy & Floor Research

Conclusion

The UK covered bond market has still been rather dormant in 2022 so far. This applies to
the EUR benchmark segment, in particular. Nevertheless, we regard both the fundamental
data situation and also the monetary policy turnaround heralded in the UK as favourable
factors for EUR benchmark placements from the UK. In fact, the brisk issuance activity
from Canada may have impressively demonstrated to UK issuers the extent of demand for
bonds that do not benefit from the best possible regulatory preferences.
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SSA/Public Issuers
Issuer Guide SSA 2022: the Nordic agency market

Authors: Dr Norman Rudschuck, CIIA // Jan-Phillipp Hensing

Banks for regional authorities dominate Nordic agency market

Once again, as part of our weekly publication we shall be taking a look at a sub-segment
and chapter of our Issuer Guide Supranationals & Agencies, which we are planning to pub-
lish by the end of Q2 2022. With outstanding bonds totalling the equivalent of around EUR
208.6bn, divided across 1,769 bonds issued by the six agencies covered in this article, the
Nordic agency market is a medium-sized market within Europe. The players within this
market are very similar in many respects. Institutions whose mission is to finance local
authorities play a particularly key role. The Norwegian Kommunalbanken (KBN), the Swe-
dish Kommuninvest i Sverige, the Danish KommuneKredit and the Finnish Municipality
Finance (MuniFin) account for a large portion of the bonds from Nordic agencies that are
currently in circulation. Given that they lend to municipalities, municipal associations, re-
gions or public sector companies, there is a constant funding requirement, which is largely
covered through the capital markets. The largest Nordic agency as measured by total as-
sets is Sweden’s Kommuninvest i Sverige. The second-largest institution is the Norwegian
bank KBN. Unlike the other agencies from Nordic countries included in our Issuer Guide,
SEK’s mandate is to manage Sweden’s export financing scheme. In this case, too, special-
ised export lending leads to a funding requirement that is heavily influenced by the de-
mand for export credit and, consequently, by growth in the Swedish export industry. The
Finnish institution Finnvera has a similar mandate. It became active in the EUR benchmark
segment for the first time in 2014 and has since gradually developed a benchmark curve in
EUR. In addition to export development, it is also involved in financing small and medium
size enterprises (SMEs).

Nordic agencies — an overview

Institution

Kommunalbanken
(KBN; Norway)

Svensk Exportkredit

(SEK; Sweden)

Kommuninvest i Sverige

(Sweden)

Municipality Finance

(MuniFin; Finland)

KommuneKredit (Denmark)

Finnvera (Finland)

Type Owner(s) Guarantee Risk weight
. Maintenance
Municipal bank 100% Norway L 20%
obligation
Export financier 100% Sweden - 20%

. . . . Joint and several
Municipal bank 100% Kommuninvest Cooperative Society liabilit 0%
iability
53% municipalities, municipal associations and
companies in municipality ownership; Joint and several
31% municipal pension institutions; liability

16% Finland

Municipal bank 0%

- . e ) Joint and several
Municipal bank 100% Danish municipalities and regions liabilit 0%
iability

Export financier 100% Finland Explicit guarantee 0%

Source: Issuers, NORD/LB Markets Strategy & Floor Research
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Varying risk weighting under CRR/Basel llI

Four Nordic agencies have explicit guarantees, enabling a risk weighting of 0% based on
the standard approach of CRR/Basel Ill. Although KBN exhibits an implicit maintenance
obligation through a Letter of Support, in this case only a risk weighting of 20% can be
assigned. Since SEK does not have any kind of guarantee or liability mechanism, a risk
weighting of just 20% is possible on the basis of the standard approach.

Joint and several liability

Local authorities bear liability for three of the four municipal banks (Kommuninvest, Kom-
muneKredit, MuniFin). This means that each individual local authority guarantees the en-
tirety of the relevant municipal bank’s liabilities. If a liability event occurs, the creditors
may demand performance or satisfaction of the claim from the entirety of the guarantors.
The guarantors are obliged to service the overall claim even if one of the guarantors is
unable to make the necessary payments. The liability quotas for each of the local authori-
ties are specified through internal regulations. In relation to external entities, however,
creditors are always entitled to full satisfaction of their claims.

Maintenance obligation

A maintenance obligation exists for the Norwegian KBN. This requires the Norwegian state
to provide KBN with the funding necessary for its functioning, as defined in a Letter of
Support. The state therefore has a duty to ensure that KBN’s finances are managed in such
a way that proper business operations are maintained and KBN’s liabilities are serviced.
The maintenance obligation thus requires the guarantor to ensure solvency. It corresponds
de facto to an implied (liquidity) guarantee.

Nordic regional local authorities: Extremely creditworthy

Most credit risks of Nordic agencies are accounted for by regional and local authorities
(sub-sovereigns) in the respective home countries. The degree of decentralisation in han-
dling public expenditure is very high in Nordic states. Sub-sovereigns such as municipali-
ties, municipal associations, administrative districts or regions are responsible for planning
most public-sector expenditure. The need for funding is accordingly high. For this reason,
Nordic sub-sovereigns obtain a significant proportion of their revenue by collecting income
taxes.

Strong state links and excluded from insolvency law

Links to central government are nevertheless also very high. Municipal banks were also
established in the four countries to finance the general budget expenditure or projects.
The mission of these banks is to finance regional and local authorities and companies with
which they are associated. In Denmark, Finland, Norway and Sweden, municipal banks are
the biggest financiers of the public sector. With the exception of the Norwegian KBN, the
liabilities of the municipal banks are guaranteed by municipalities, municipal associations,
regions or administrative districts. Regional and local authorities are exempted from insol-
vency laws in all four Nordic states, while they are also authorised to collect income taxes.
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Balance sheet totals of Nordic agencies
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New commitments of Nordic agencies*
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Further growth in balance sheet totals and volume of new commitments

Steady growth in the aggregated balance sheet totals of Nordic agencies has been ob-
served since 2017. Following the most recent decline in the aggregated value back in 2017,
total assets have since increased substantially. After being converted into EUR, total assets
rose in 2020 by EUR 12.2bn to EUR 216.8bn, with Kommuninvest i Sverige and MuniFin the
main drivers of this growth in 2020. Converted into EUR, Kommuninvest registered the
highest balance sheet growth in absolute terms of EUR +5.8bn (+12.9% Y/Y), closely fol-
lowed by the total assets of MuniFin, which rose by EUR +5.1bn (+13.1% Y/Y). The total
assets of the Swedish export financier SEK saw an increase of EUR 2.0bn (+6.7% Y/Y), while
the balance sheet total of its Finnish counterpart Finnvera stagnated (EUR +0.0bn). In the
previous reporting year, total assets at the Danish municipal financier KommuneKredit
decreased by EUR -0.4bn (-1.1% Y/Y). KBN registered a second consecutive decline in its
balance sheet total (EUR -0.3bn; -0.7% Y/Y). Measured by its total assets converted into
euro of EUR 46.4bn, KBN is therefore no longer the largest Nordic agency, with Kom-
muninvest now enjoying this status instead. The aggregated volume of new commitments
in 2020 rose sharply year on year (EUR +7.5bn). We currently do not have access to any
data on the new commitments of Kommuninvest.

Comparison of new commitments 2020 (EUR bn)
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*Excluding Kommuninvest. NB: some accounts in foreign currencies. Converted at average exchange rates for the year.
Source: Issuers, NORD/LB Markets Strategy & Floor Research
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Nordic agencies: outstanding bonds by currency

45.000

40.000

35.000

30.000

EURmM

25.000

20.000

15.000

10.000

5.000

0

2022

2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 >2032
BUSD © EUR mSEK mJPY = Other

Nordic agencies: outstanding bonds by issuer
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Source: Bloomberg, NORD/LB Markets Strategy & Floor Research

Very broad supply of FX bonds

The outstanding bonds issued by Nordic agencies are largely denominated in foreign cur-
rencies, with a focus in this regard on the USD. A total of 21 different foreign currencies
are used for funding purposes by the six agencies covered in this article. The euro is of
comparatively minor importance. Overall, 79.1% of the outstanding volume is not denomi-
nated in the single currency. Previously, values way in excess of 80% had been observed.
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Outstanding bond volume (EURbn) Outstanding EUR benchmarks (EURbn)

3,4

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

Nordic agencies — an overview

Name

KBN

SEK
Kommuninvest
MuniFin
KommuneKredit
Finnvera

Total

Ticker

KBN

SEK

KOMINS

KUNTA

KOMMUN

FINNVE

B KBN 65 05 m KBN
KOMINS KOMINS
SEK SEK
= KUNTA = KUNTA
= KOMMUN
» KOMMUN
FINNVE
FINNVE
Ratings Outstanding volume EUR volume Funding target 2022e
(Fitch/Moody’s/S&P) (EURbN equivalent) (EURbnN) (EURbN equivalent)
-/Aaa/AAA 45.6 3.7 9
-/Aal/AA+ 31.7 1.3 9
-/Aaa/AAA 49.9 0.9 11-13
-/Aal/AA+ 40.7 17.0 9.5
-/Aaa/AAA 30.6 14.1 5
AA+/Aal/- 10.0 6.5 1
208.6 43.5 45.5

NB: Foreign currencies are converted into EUR at rates as at 04 April 2022.
On account of the individual funding mix of the issuers, the values for “funding target” may deviate from reality.
Source: Bloomberg, issuers, NORD/LB Markets Strategy & Floor Research

Primary market activities indicate large supply of new bonds

The primary market activities of Nordic agencies have been at a high level for several years
at the equivalent of more than EUR 40bn. The 2022 EUR-equivalent funding targets of the
agencies covered in this article amounts to around EUR 45.5bn. Kommuninvest in particu-
lar is worth highlighting at this point; in March 2022, it issued a bond in the form of a EUR
benchmark for the first time in several years.

Comment and conclusion

The Nordic agency market is a significant player when compared with other European
markets, especially with regard to foreign currency bonds. New issues are also at a high
level, producing a broad supply in a range of foreign currencies. However, the EUR supply
is relatively constrained. We would expect state support in the event that any of the insti-
tutes covered here encountered financial difficulties. Theoretically speaking, the im-
portance of the respective institutes for their owners or states is too great for them not to
take action should the banks face problems. It should be noted that since no explicit guar-
antees are in place, KBN and SEK bonds are assigned a risk weight of 20% under CRR/
Basel Ill.
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ECB tracker

Asset Purchase Programme (APP)

ABSPP CBPP3
Jan-22 26,740 294,407
Feb-22 26,696 296,783
A -45 +2,376
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Mar-21 Apr-21 May-21 Jun-21 Jul-21  Aug-21
APP 22,561 18,918 20,141 20,640 21,597 16,749
PSPP 14,955 14,186 13,973 13,320 13,943 13,563

mCSPP 6929 5015 5394 5602 5502 3,936
CBPP3 684 5 686 2,037 2,011 999

mABSPP -7 278 88 -319 141 1,749

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

CSPP
316,646
322,918

+6,272

79.6%

Sep-21  Oct-21
19,659 23,017
12,423 15,038
5,590 5,481
2,184 1,008
-538 1,490

Nov-21

21,200
14,815
5,142

1,255

NORD/LB

PSPP APP
2,504,428 3,142,221
2,516,523 3,162,920
+12,095 +20,698

08% 94
m ABSPP
CBPP3
= CSPP
PSPP

= § B
— | —

Dec-21  Jan-22 = Feb-22 >
16,596 18,838 20,698 240,614
12,989 17,292 12,095 168,592

3,007 6,970 6,272 64,840

942 -3,761 2,376 9,149
-342 -1,663 -45 -1,967
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Portfolio development Distribution of monthly purchases
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Expected monthly redemptions (in EURm)

50,000
45,000
40,000
35,000
30,000
25,000
20,000
15,000
10,000 -

5,000 — — - = - | _— =
0 — — | — — — — — — — | —

Mar-22 - Jan-23 -
Mar-22  Apr-22 May-22 Jun-22  Jul-22  Aug-22 Sep-22 Oct-22 Nov-22 Dec-22 Jan-23 Feb-23 Feb-23 2021 2022 Feb-23

APP 21,175 42,745 23,603 16,211 26,009 7,834 44,257 36,867 18,607 15,465 28,836 22,762 304,371 247,069 296,334 51,598
PSPP 12,603 37,532 18,999 12,638 22,238 4,841 34,354 34,003 14,669 12,016 19,469 14,255 237,617 188,494 228,424 33,724
ECSPP 1,337 1,093 996 1,017 1,198 280 2,431 549 1,332 1,166 2,482 1970 15,851 17,134 15,498 4,452
CBPP3 6,419 3,019 1,866 1,582 1,629 2227 6,866 1,647 2,165 1,408 4,783 5922 39,533 30,143 41,152 10,705
WABSPP 816 1,101 1,742 974 944 486 606 668 441 875 2,102 615 11,370 11,298 11,260 2,717

Source: ECB, Bloomberg, NORD/LB Markets Strategy & Floor Research
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Covered Bond Purchase Programme 3 (CBPP3)

Weekly purchases
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Distribution of CBPP3 by credit rating
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Source: ECB, Bloomberg, NORD/LB Markets Strategy & Floor Research
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Development of CBPP3 volume
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Public Sector Purchase Programme (PSPP)

Weekly purchases Development of PSPP volume
12 3,000
10 553 940 2,500
8
2,000
5 6 452 4.72 >36 £
2 4 3.39 205 §1'500
2 20 I I 121 1,000
0.55
0 = - - 500
0.29 -0.37
2
’19’01m&m&@@@@w&m&@@m&m&m@@@ 0”_.’ L LYY NNYIRy AL
NN N RN N RN R N I I T R L N
HEE A A RN S GRS 2 Al A s28328282=>82cs32=8238
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% 73,940 71,860 2,080 7.5 7.6 -0.1
BE 3.4% 92,603 89,448 3,155 8.0 10.2 -2.2
cy 0.2% 4,275 5,283 -1,008 9.9 8.8 1.1
DE 24.3% 640,615 647,220 -6,605 6.6 7.6 -1.0
EE 0.3% 414 6,916 -6,502 9.2 7.5 1.7
ES 11.0% 305,586 292,769 12,817 8.0 8.4 -04
FI 1.7% 42,422 45,098 -2,676 6.9 7.7 -0.8
FR 18.8% 522,937 501,452 21,485 7.2 8.1 -0.9
GR 0.0% 0 0 0 0.0 0.0 0.0
IE 1.6% 41,963 41,575 388 8.5 10.1 -1.6
IT 15.7% 437,653 417,097 20,556 7.1 7.9 -0.8
LT 0.5% 5,649 14,210 -8,561 10.2 10.6 -04
LU 0.3% 3,944 8,087 -4,143 5.6 7.2 -1.7
LV 0.4% 3,440 9,567 -6,127 11.3 10.4 0.9
MT 0.1% 1,375 2,575 -1,200 9.5 9.2 0.3
NL 5.4% 124,353 143,884 -19,531 7.7 9.0 -1.4
PT 2.2% 52,086 57,463 -5,377 7.0 7.2 -0.2
Sl 0.4% 10,544 11,822 -1,278 9.9 10.2 -0.3
SK 1.1% 17,322 28,117 -10,795 8.2 8.3 -0.1
SNAT 10.0% 279,373 266,049 13,324 7.7 8.9 -1.2
Total / Avg. 100.0% 2,660,494 2,660,494 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)

Development of CSPP volume
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Pandemic Emergency Purchase Programme (PEPP)

Holdings (in EURm)

PEPP

Jan-22 1,647,678

Feb-22 1,687,862
A +40,184

Estimated portfolio development

Assumed pace of purchases

Average weekly
net purchase volume so far

Monthly net purchases (in EURm)

120,000
100,000
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40,000

Mar-21  Apr-21
> 96,082 99,036

May-21  Jun-21 Jul-21

Weekly purchases
18 16.5
16 143 14.7
14 133
12 103 10.9
5§10 8s 8.9
2 7.7 7.7
2 8
6
4 3.1
2
0.3 I
0 —
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NSNS N I\ YRR S o
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Source: ECB, Bloomberg, NORD/LB Markets Strategy & Floor Research

Weekly net purchase volume

EUR 16.3bn

NORD/LB

Volume already invested (in EURbnN)

91.7% 8.3%

0 185 370 555 740 925 1,110 1,295 1,480 1,665 1,850

PEPP (theoretically) limit hit in ...

9 weeks (27.05.2022)

M R R R EENERERERE

Aug-21
100,841 100,808 109,154 81,799
PEPP 73,521 80,118 80,700 80,168 87,557 65,050
EAPP 22,561 18,918 20,141 20,640 21,597 16,749

Sep-21  Oct-21  Nov-21 Dec-21 Jan-22 Feb-22 >

94,710 90,872 89,245 65,971 68,951 60,882 1,058,35
75,051 67,855 68,045 49,375 50,113 40,184 817,737
19,659 23,017 21,200 16,596 18,838 20,698 240,614

Development of PEPP volume
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Holdings under the PEPP (in EURm)

Asset-backed Covered Corporate Commercial Public Sector PEPP
Securities Bonds Bonds Paper Securities
Nov-21 0 6,079 39,871 4,032 1,485,526 1,535,508
Jan-22 0 6,073 40,301 3,857 1,580,547 1,630,779
A 0 0 +467 -172 +99,193 +99,488

Portfolio structure

100%
90%
80%
70%
60%
50% m Asset Backed Securities
40% Covered Bonds
30% C te Bond
n
20% orporate Bonds
10% Commercial Paper
o . W = . N N - = Public Sector Securities
Q Q Q Q N " N N " " YV
VLN A A A A AV SN A AW A 7
F Y & & & F &Y K
S X NSNS S N
M Asset Backed Securities Covered Bonds
m Corporate Bonds Commercial Paper 96.9%
B Public Sector Securities
Portfolio development Share of primary and secondary market holdings
1,800 100%
1,600 90%
1,400 80%
1,200 70%
§ 1,000 °
5 800 60%
w
600 50%
400 40%
200 30%
0 | — — — —_— — — —-— —
O Q Q Q N N N N 20%
R N P A N S S S .
@’b N (_)QQ eo R @’b ®’b Ny (_)Q,Q $o @ 10%
0%
M Asset Backed Securities Covered Bonds Asset-backed  Covered Corporate  Commercial Public Sector
u 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
fan-22 Primary  Secondary Primary  Secondary Primary  Secondary Primary  Secondary
Holdings in EURm 0 0 1,298 4,775 15,101 25,200 3,857 0
Share 0.0% 0.0% 21.4% 78.6% 37.5% 62.5% 100.0% 0.0%

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 42,272 2.6% 2.6% 0.0% 8.2 7.0 1.2
BE 54,203 3.3% 3.4% 0.1% 6.6 9.2 -2.6
cy 2,514 0.2% 0.2% 0.0% 8.6 8.1 0.5
DE 392,570 23.7% 24.6% 0.9% 6.2 6.8 -0.6
EE 256 0.3% 0.0% -0.2% 8.4 8.4 0.0
ES 181,624 10.7% 11.4% 0.6% 7.7 7.5 0.2
FI 26,807 1.7% 1.7% 0.0% 6.9 7.5 -0.7
FR 291,113 18.4% 18.2% -0.2% 8.1 7.5 0.6
GR 36,876 2.2% 2.3% 0.1% 8.9 9.6 -0.7
IE 25,332 1.5% 1.6% 0.1% 8.9 9.5 -0.6
IT 268,405 15.3% 16.8% 1.5% 7.1 6.9 0.2
LT 3,129 0.5% 0.2% -0.3% 10.5 10.1 0.4
LU 1,914 0.3% 0.1% -0.2% 6.3 6.3 0.0
LV 1,710 0.4% 0.1% -0.2% 9.3 9.2 0.0
MT 544 0.1% 0.0% -0.1% 10.8 9.0 1.9
NL 83,893 5.3% 5.3% 0.0% 7.6 8.5 -0.9
PT 33,857 2.1% 2.1% 0.0% 6.9 7.3 -0.4
SI 6,311 0.4% 0.4% 0.0% 9.2 9.2 0.0
SK 7,605 1.0% 0.5% -0.6% 9.2 8.4 0.8
SNAT 136,399 10.0% 8.5% -1.5% 10.1 8.5 1.5
Total / Avg. 1,597,334 100.0% 100.0% 0.0% 7.5 7.5 0.1
Distribution of public sector assets by jurisdiction Deviations from the adjusted distribution key
450 25%
400
20%
350
£ 300 15%
5
@ 250
£ 10%
200
150 5%
100 I 0% I ,I —— - _ II - 7I ,I - I- B - I T | |
50
0 II* — . l. _Il__ 5% W > W W wn g oo W S e B
D HHOTEEEES 32525035 <E0oEETEEEES33528704
3 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 PEPP APP & PEPP

Jan-22 3,142,221 1,647,678 4,789,899
Feb-22 3,162,920 1,687,862 4,850,782
A +20,698 +40,184 +60,882

Monthly net purchases (in EURm)

120,000
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80,000

60,000

40,000

S R R R RREEEBERER

: [ []

Mar-21  Apr-21  May-21 Jun-21 Jul-21 Aug-21  Sep-21  Oct-21  Nov-21 Dec-21  Jan-22 Feb-22 >

> 96,082 99,036 100,841 100,808 109,154 81,799 94,710 90,872 89,245 65,971 68,951 60,882 1,058,35
PEPP 73,521 80,118 80,700 80,168 87,557 65,050 75,051 67,855 68,045 49,375 50,113 40,184 817,737
EAPP 22,561 18,918 20,141 20,640 21,597 16,749 19,659 23,017 21,200 16,596 18,838 20,698 240,614

Weekly purchases Distribution of weekly purchases
30 100%
90%
25 80%
70%
20
c 14.3 60%
2 15 50%
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0.9 40%
10 77 89 30%
5 i I H o
5.9 10%
o Wemem - mawm % 0% . |
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Source: ECB, Bloomberg, NORD/LB Markets Strategy & Floor Research
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Charts & Figures
Covered Bonds

EUR benchmark volume by country (in EURbn)
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49.7; 5.4% 164.0; 17.8% = AU
= Fl
65.7; 7.1% = Others
73.2; 8.0% 77.0; 8.4%
Top-10 jurisdictions
Rank Country Amount outst. No. of There of
(EURbN) BMKs ESG BMKs
1 FR 220.7 212 11
2 DE 164.0 238 17
3 CA 77.0 60 0
4 ES 73.2 59 5
5 NL 65.7 67 0
6 IT 49.7 59 2
7 NO 48.9 58 9
8 AT 33.5 62 2
9 AU 31.1 31 0
10 FI 30.5 33 2

EUR benchmark issue volume by month
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Source: Market data, Bloomberg, NORD/LB Markets Strategy & Floor Research

NORD/LB

EUR benchmark volume by region (in EURbnN)
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Avg. Avg. initial Avg. mod.

issue size maturity Duration "B cczupon

(EURbnN) (in years) (in years) (in %)
0.94 10.0 5.6 0.79
0.63 8.4 4.6 0.41
1.24 5.9 3.3 0.25
1.13 11.8 3.8 1.78
0.93 11.6 7.6 0.71
0.81 9.2 4.3 1.24
0.84 7.4 4.0 0.35
0.54 9.9 6.3 0.53
1.00 8.4 4.0 0.92
0.92 7.6 3.9 0.40

EUR benchmark issue volume by year
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EUR benchmark maturities by month EUR benchmark maturities by year
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Source: Market data, Bloomberg, NORD/LB Markets Strategy & Floor Research
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Spread development by country Covered bond performance (Total return)
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Spread overview!
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Charts & Figures
SSA/Public Issuers
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Spread development (last 15 issues)
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Germany (by segments)

NORD/LB

France (by risk weight)
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Appendix
Overview of latest Covered Bond & SSA View editions

Publication Topics
12/2022 ¢ 30 March "  An overview of the market for ESG covered bonds
" Issuer Guide SSA 2022: the Austrian agency market
11/2022 ¢ 23 March ®  ESG update 2022 in the spotlight
"  The ratings approach of DBRS
10/2022 ¢ 16 March ®"  What does the recent ECB meeting mean for covered bonds?

®  Credit authorisations of the German Laender for 2022

09/2022 ¢ 09 March ®  Transparency requirements § 28 PfandBG Q4/2021
" |ssuer Guide SSA 2022: The Dutch agency market

08/2022 ¢ 02 March ®  ECB: Not everyone can get their act together at a turning point
" Welcome expansion of the covered bond ESG universe: Banco BPM green covered bond
®  War in Ukraine and sanctions on Russia: spotlight on the European banking landscape

07/2022 ¢ 23 February ®  ECB banking regulator also views the residential real estate market as a potential risk driver for banks

®  Development of the German property market
®  Beyond Bundeslaender: Paris metropolitan area (IDF and VDP)

06/2022 ¢ 16 February ®  PEPP reporting: Finish line in sight, but no photo finish expected
®  DZHYPissues inaugural green Pfandbrief: ESG market in Germany continues its growth trajectory

05/2022 ¢ 09 February ®  ECB: full speed, throttling, U-turn — or wrong turn?

®  |nsurance companies as covered bond investors: the bank-insurer nexus

04/2022 ¢ 02 February " Covered Bonds —Review of January 2022: a reversion to old patterns does not always have to be bad

= SSA —New year, new hope? Less oomph to kick off the new year

03/2022 ¢ 26 January "  ECB preview: 10y Bund spotted in positive terrain. What’s next?
®  EUR benchmark segment in Canada: our supply forecast already null and void
02/2022 ¢ 19 January ®  Spotlight on the EUR benchmark segment: a look at the covered bond markets in Belgium and the Nether-
lands

" 24th meeting of the Stability Council (Dec. 2021)
01/2022 ¢ 12 January ®  Covered Bonds Annual Review 2021

"  The Moody’s covered bond universe — an overview

B SSA Annual Review 2021: Record after record

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)

NORD/LB: NORD/LB: NORD/LB: Bloomberg:
Markets Strategy & Floor Research Covered Bond Research SSA/Public Issuer Research RESP NRDR <GO>



https://www.nordlb.com/my-nord/lb-portals/download/research-document-10968?cHash=5c2fc9ddbe798419c34e145abeb0e9a1
https://www.nordlb.com/my-nord/lb-portals/download/research-document-10955?cHash=1c59daac92bcb7f31e6a6e3b8188ad39
https://www.nordlb.com/my-nord/lb-portals/download/research-document-10932?cHash=757c9787b7f7adfdf50c485278df82fb
https://www.nordlb.com/my-nord/lb-portals/download/research-document-10914?cHash=693f80bdf1a3a173772c87976a913e8b
https://www.nordlb.com/my-nord/lb-portals/download/research-document-10896?cHash=af1026bee7b3bec524668ebd99bbe7fb
https://www.nordlb.com/my-nord/lb-portals/download/research-document-10877?cHash=4ce49922ec9ecc0f369b60fc8f952899
https://www.nordlb.com/my-nord/lb-portals/download/research-document-10864?cHash=e01faaa1440cd377971f2f4a98ccbc04
https://www.nordlb.com/my-nord/lb-portals/download/research-document-10849?cHash=db6865c6395172cadafd09ea9e6d09da
https://www.nordlb.com/my-nord/lb-portals/download/research-document-10836?cHash=9116a8402a7b2604bb9f55ba7175f6dc
https://www.nordlb.com/my-nord/lb-portals/download/research-document-10818?cHash=9c08890273be2bca546a4b44077676ad
https://www.nordlb.com/my-nord/lb-portals/download/research-document-10807?cHash=7a8ababab3d8e4083fe625a3d4406956
https://www.nordlb.com/my-nord/lb-portals/download/research-document-10797?cHash=1cd1d682a888dcb6dbfae4b7d98cb3d2https://www.nordlb.com/my-nord/lb-portals/download/research-document-10797?cHash=1cd1d682a888dcb6dbfae4b7d98cb3d2
https://www.nordlb.com/my-nord/lb-portals/download/research-document-10750?cHash=988fe4b7c0db9d950aca09018b87ed3e
https://www.nordlb.com/my-nord/lb-portals/download/research-document-10730?cHash=001b2d19d9b37833a1c8540efa2b6a76
https://www.nordlb.com/my-nord/lb-portals/download/research-document-10709?cHash=ff8085991ea097e84ca9eaadbd02ee90
http://www.nordlb.com/floor-research
http://www.nordlb.com/research/fixed-income/covered-bonds
https://www.nordlb.com/nordlb/floor-research/ssa/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 (updated semi-annually)

Transparency requirements §28 PfandBG (quarterly update)

Covered bonds as eligible collateral for central banks

SSA/Public Issuers:

Issuer Guide — German Laender 2021

Issuer Guide — Canadian Provinces & Territories 2020
Issuer Guide — Supranationals & Agencies 2019 (update planned for 2022)

Issuer Guide — Down Under 2019

Fixed Income Specials:

ESG-Update 2022

Face-saving ECB decision: Hawks have won — for now

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

ECB holds course, but ups the ante — PEPP running until 2022

ECB launches PEPP (Pandemic Emergency Purchase Programme)

NORD/LB: NORD/LB: NORD/LB: Bloomberg:
Markets Strategy & Floor Research Covered Bond Research SSA/Public Issuer Research RESP NRDR <GO>



https://www.nordlb.com/my-nord/lb-portals/download/research-document-10224?cHash=919203c811c1716056f46fa1d5d2499e
https://www.nordlb.com/my-nord/lb-portals/download/research-document-10970?cHash=724b6a49fd7426efad6fd48e9240ece1
https://www.nordlb.com/my-nord/lb-portals/download/research-document-10902?cHash=24e5e7ee016e647334661ab50248b033
https://www.nordlb.com/my-nord/lb-portals/download/research-document-10512?cHash=ff675aeb09898b7ca31b14d1e4b8128c
https://www.nordlb.com/my-nord/lb-portals/download/research-document-10549?cHash=1c4ce0c0e82957759360b286b13b6cf3
https://www.nordlb.com/my-nord/lb-portals/download/research-document-10951?cHash=4a65c918724025e99729b9a5579e6f85
https://www.nordlb.com/my-nord/lb-portals/download/research-document-10919?cHash=3c3e56de63405e4a5c918dc3dc8fccb3
https://www.nordlb.com/my-nord/lb-portals/download/research-document-10756?cHash=fdbe7eebb12c24b4d381c13bce2a7b82
https://www.nordlb.com/my-nord/lb-portals/download/research-document-346?cHash=1f0e8e20ce4d810a805ca74b2f476d23
http://www.nordlb.com/floor-research
http://www.nordlb.com/research/fixed-income/covered-bonds
https://www.nordlb.com/nordlb/floor-research/ssa/public-issuers
https://blinks.bloomberg.com/screens/RESP%20NRDR
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Appendix
Contacts at NORD/LB

Markets Strategy & Floor Research

Jan-Phillipp Hensing Dr Frederik Kunze

SSA/Public Issuers Covered Bonds/Banks

+49 172 4252877
jan-phillipp.hensing@nordlb.de

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

Melanie Kiene, CIIA

Covered Bonds/Banks

Dr Norman Rudschuck, CIIA
SSA/Public Issuers

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

+49 152 090 24094
norman.rudschuck@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:jan-phillipp.hensing@nordlb.de
mailto:frederik.kunze@nordlb.de
mailto:melanie.kiene@nordlb.de
mailto:norman.rudschuck@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), SonnemannstraRe 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 promo ting 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. 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 infor mation 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.
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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 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). 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: 06 April 2022 08:51h (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: 06.04.2022 16:37



