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Market overview
Covered Bonds

Authors: Melanie Kiene, CIIA // Dr Frederik Kunze // Stefan Rahaus

Issuer

RLB Niederosterreich
Deutsche Bank

PKO Bank
HCOB
Mediobanca

Primary market: on summer break?

In today’s edition of our weekly publication, we will look back at the past six months in the
covered bond segment and share a few thoughts for the second half of the year. Please
refer to the corresponding Covered bond focus article for our review of the year so far and
outlook for the second half of 2022. A few new deals did in fact emerge over the last trad-
ing days of June. On 23 June, Mediobanca from Italy approached investors with a bench-
mark, placing EUR 500m (5y) at ms +43bp and therefore at the level of the initial guidance.
On the same day, Hamburg Commercial Bank (HCOB) appeared on the market with a mort-
gage Pfandbrief. This deal also had a volume of EUR 500m and was priced at ms +12bp
(guidance: ms +12bp area; WPIR +/-1bp). PKO Bank Hipoteczny (PKO) generated an order
book volume of EUR 850m with a green covered bond (3y) on 27 June. Details of the trans-
action and the PKO framework can be found in the paragraph below. Also on 27 June,
Deutsche Bank demonstrated that even long maturities are still possible with its mortgage
Pfandbrief. The deal with an initial residual maturity of 15 years was approved at a volume
of EUR 800m (bid-to-cover ratio: 1.25x), with the reoffer spread ultimately set at ms +26bp
(guidance: ms +27bp area). The day after, the final deal of June was attributable to Raif-
feisenlandesbank Niederdsterreich. Its new covered bond (3.5y) for EUR 750m (order book:
EUR 960m) started with guidance in the region of ms +16bp and narrowed by one basis
point in the marketing phase to a reoffer spread of ms +15bp. With Mediobanca, HCOB,
PKO and Deutsche Bank, four institutions placed their new bonds on a June value date,
meaning three EMU issuers still benefited from a higher ECB primary market order rate.
Conversely, RLB Niederosterreich had placed its deal already in anticipation of a lower Eu-
rosystem participation. The calculated new issue premiums for the last five deals in June
averaged at more than 10bp. In our opinion, this maintains the repricing movement on the
market. Three trading days into July, an issuer is yet to appear on the market, so it can
seemingly be assumed that the summer break has begun. Over the last three years, there
have been a few issuances in the first days of July. However, with the approaching deadline
for the new European legal requirements this year (the “old” laws only apply until 7 July),
the window is quite narrow, at least for issuers with EEA relevance.

Country  Timing ISIN Maturity Size Spread Rating ESG
AT 28.06. XS2498470116 3.5y 0.75bn  ms +15bp -/ Aaa/- -
DE 27.06. DEOOODL19WV6 15.0y 0.80bn  ms +26bp -/ Aaa/- -
PL 27.06. XS2495085784 2.9y 0.50bn  ms +36bp -/Aal/- X
DE 23.06. DEOOOHCBOBN7?7 5.0y 0.50bn  ms +12bp -/Aal/- -
IT 23.06. IT0005499543 5.0y 0.50bn  ms +43bp AA/-/- -

Source: Bloomberg, NORD/LB Markets Strategy & Floor Research, (Rating: Fitch / Moody’s / S&P)
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Deutsche Hypo Real Estate Economic Index: office climate falls below hotel climate

The latest report on the Deutsche Hypo Real Estate Economic Index was published at the
end of June. The approximately 1,200 real estate experts surveyed continue to see the
environment as more challenging than at the start of the year. Having fallen below the
100-point mark in May 2022, the esteemed index has now dropped by a further 17.5% to
80.8 points. The climate is therefore experiencing the sharpest decline since the beginning
of the coronavirus crisis. As part of the index, this was largely attributable to a declining
investment climate (-21.6% to 72.4 points). However, the earnings climate also suffered a
noticeable setback and fell by 13.7% to 89.4 points. In fact, the rates of change for the
segments are preceded by a minus sign across the board. After a positive development had
been logged for the trade climate in May, with an increase of 17%, this has now fallen sig-
nificantly by around 25% to 57.1 points. By contrast, the hotel climate fell less sharply (-
5.9% to 82.8 points). It is worth noting that for the first time in more than five years, the
office climate with 73.6 points has now dropped below hotel climate (-20.2% versus the
previous month). The other segments residential and logistics also recorded double-digit
declines. According to the press release, the outlook for the coming months makes for
sombre reading: “The focus in the real estate sector is above all on the availability of mate-
rials and labour as well as the consequences for the real economy. China’s ongoing ‘Zero
Covid’ strategy means no short-term easing in the markets is in sight.”

“Cost of living crisis”: S&P puts spotlight on impact of current price hikes

As part of a recent sector report, S&P’s rating experts focused on the consequences of the
increased cost of living for borrowers and the impact on the asset classes of covered bonds
and RMBS. Of concern are the significantly higher energy costs, the upward pressure on
prices in other segments and the increased interest rate, which in summary raises the
question of whether and to what extent borrowers are able to meet their mortgage obliga-
tions under these circumstances. The study concludes that rating downgrades, including
for covered bonds, would only occur if the environment led to a rising rate of unemploy-
ment. However, this is not expected at the moment. No linear correlation was identified
between credit quality and inflation, though S&P also expects an easing in price inflation
over the coming years in this area. These statements are consistent with other studies (in-
cluding Moody’s and Fitch), in which rising interest rates and a higher cost of living are
expected to cool the real estate market but not cause it to crash. The current S&P study
also highlights the increased share of fixed versus variable rates and to fixed interest peri-
ods of at least ten years, on average, in important covered bond markets such as France,
Germany and the Netherlands. A high proportion of variable loans was found only in Nor-
way, Finland and Portugal. Alongside inflation, which varies significantly from country to
country due to divergent energy sources, the ratio of debt to disposable income is also very
much fragmented. According to S&P, Sweden, the Netherlands, Norway and Denmark have
a ratio of over 150% between mortgage debt and disposable income. We concur with the
findings of the S&P experts and do not yet see any threat to the ratings of covered bonds,
in part due to regulatory requirements (dual recourse, requirements for overcollateralisa-
tion and requirements for maximum loan-to-value ratios). However, we would also men-
tion the currently increased probability of a recession scenario in Europe triggered by en-
ergy supply shortages, although this is by no means our baseline scenario at present.


https://www.deutsche-hypo-immobilienklima.de/?lng=en
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PKO Bank Hipoteczny issues first green EUR benchmark from Poland

PKO Bank Hipoteczny (PKO) placed Poland’s first green covered bond in EUR benchmark
format on the market at the beginning of this week, which was also the Polish bank’s
fourth EUR benchmark issuance. In line with the Green Bond Framework, PKO’s financing
and refinancing is used as green cover assets, including loans for new or existing residential
buildings, which are among the 15% lowest carbon in Poland. Loans for existing residential
buildings in Poland where a 30% improvement in energy efficiency has been achieved are
also eligible for recognition in this context under the Green Bond Framework. The bond
with a three-year term and a volume of EUR 500m is firmly on the pulse in terms of maturi-
ty and “green format”. This was also the first EUR benchmark transaction for PKO since
2019. The covered bond started with guidance in the region of ms +40bp. Due to the order
book of over EUR 850m, the final reoffer spread was reduced by 4bp to ms +36bp. In fact,
this was the largest spread narrowing on new issues we have seen for four weeks. In geo-
graphic terms, the majority of the issue was allocated to investors from Germany (42%),
followed by the Nordics (17%), the UK (15%), Austria (12%), Benelux (8%) and the rest of
Europe (6%). By type of investor, banks were among the strongest buyers (55%). Another
28% went into the books of asset & fund managers, 14% to central banks, 2% to insurance
companies/pension funds and 1% to others.

Pfandbrief Act will temporarily deviate from practice from 8 July 2022 — change is on the
way

An editorial error was made when transposing the European Covered Bond Directive into
the German Pfandbrief Act (PfandBG). According to Article 2 Number 5 of the Covered
Bonds Directive Implementation Act (CBDUmsG), the amended Section 4a of the PfandBG
will apply with immediate effect on 8 July 2022, among others. This section relates to col-
lective action clauses in government bonds (CAC). Following the amendment, a reference
(Section 20 (1) number 1) will no longer be included, which means that, inter alia, bonds
containing collective action clauses in accordance with Section 4a of the German Federal
Debt Administration Act (Bundesschuldenwesengesetz) in their issuing terms are in princi-
ple no longer eligible for inclusion as ordinary cover for public sector Pfandbriefe. Howev-
er, this deletion was not intended and was an “editorial oversight”. Further amendment to
the regulations is already in progress. Until then, of course, bonds containing collective
action clauses placed by issuers will continue to be recognised as cover, as if this reference
to Section 20 (1) number 1 had not been deleted.



https://www.bundesfinanzministerium.de/Content/DE/Gesetzestexte/Gesetze_Gesetzesvorhaben/Abteilungen/Abteilung_VII/19_Legislaturperiode/2021-05-17-CBD-Umsetzungsgesetz/0-Gesetz.html#:~:text=Das%20CBD%2DUmsetzungsgesetz%20vom%2012,und%20des%20Rates%20vom%2027.
https://www.bundesfinanzministerium.de/Content/DE/Gesetzestexte/Gesetze_Gesetzesvorhaben/Abteilungen/Abteilung_VII/19_Legislaturperiode/2021-05-17-CBD-Umsetzungsgesetz/0-Gesetz.html#:~:text=Das%20CBD%2DUmsetzungsgesetz%20vom%2012,und%20des%20Rates%20vom%2027.
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Financial Stability Committee sees increase in systemic risks

In its June 2022 report on financial stability in Germany, the Financial Stability Committee
(AFS) once again highlighted a significant increase in systemic risk in the latest reporting
period (April 2021 to March 2022). While pandemic-related risk decreased, that for finan-
cial stability was up over the same period. BaFin had responded to the changed situation at
the beginning of 2022 with a macroprudential package of measures. This included an in-
crease in the countercyclical capital buffer, the introduction of a sectoral systemic risk
buffer and supplementary supervisory communications. The ASF deems it appropriate to
continue building on resilience. Although the economic outlook deteriorated in the report-
ing period, the German financial system was not subject to any functional problems. In line
with scenario analyses by the Bundesbank from 2021, a sharp economic decline, upheavals
on the financial markets, a slump in residential property prices and significant losses in the
financial system cannot be ruled out. According to the ASF report, the risks are especially
likely to persist if unfavourable real economic developments and an abrupt rise in interest
rates occur concurrently. In this regard, the focus is above all on the residential real estate
market. According to the ASF report, prices in cities were 15% to 40% higher in 2021 than
the figures derived on the basis of models using fundamental data. Looking at Germany,
the estimated overvaluation was even around 20% to 35%. At the same time, volumes for
residential mortgages have also increased. Accordingly, falling prices combined with a
slump in the economy could trigger a chain reaction. Households would have less income,
as a result, loans would default and both the prices for residential real estate and the val-
ues of deposited collateral would collapse. As a consequence of this scenario analysis,
banks could suffer losses. During the period under review, there was an increased danger
that these risks are being systematically underestimated.

Berlin Hyp under new ownership since Friday

In a press release, LBBW and Berlin Hyp once more confirmed that the acquisition of Berlin
Hyp by LBBW agreed on 26 January 2022 had been closed as planned, effective Friday, 1
July 2022. In economic and legal terms, Berlin Hyp is therefore now part of the LBBW
Group. Berlin Hyp will continue to operate on the market independently as a Pfandbrief
issuer in the future. Its lending strategy will also not be amended. Moody’s rating agency
responded to the change in ownership and applied an “under review” for possible down-
grade to the issuer and senior rating outlook (Aa2). Fitch placed the issuer default rating on
“Rating Watch Negative” and envisages a downgrade from A+ to A-. As at the end of March
2022, Berlin Hyp had an outstanding mortgage Pfandbrief volume of EUR 17.9bn, with a
cover pool of EUR 18.5bn, as well as public sector Pfandbriefe of EUR 210m with a total
cover pool of EUR 237m. At the same time, LBBW had mortgage Pfandbriefe of EUR 12.2bn
with a cover pool of EUR 16.5bn and public sector Pfandbriefe of EUR 9.4bn backed by EUR
12.6bn of cover assets.


https://www.afs-bund.de/afs/Content/EN/Articles/Activities-of-the-FSC/Financial-Stability-Committe-Reports/ninth-report-fsc.html
https://www.lbbw.de/konzern/medien-center/presseinfos/2022/20220630-lbbw-press-release-lbbw-successfully-closes-acquisition-berlin-hyp_aezu59nb8i_m.pdf
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Market overview
SSA/Public Issuers

Author: Dr Norman Rudschuck, CIIA

Time window for...

NGEU: another EUR 50bn planned for H2

The EU’s plans ahead of the second half of 2022 were the subject of a great deal of atten-
tion, but the proverbial cat has now been let out of the bag: within the framework of the
NGEU programme, the EU is planning for a funding requirement in the amount of EUR
50bn in the second half of 2022. The EU has once again reliably provided its funding calen-
dar for these transactions, which we have reproduced for you below (syndicated transac-
tions). In addition, there will be four instead of six auctions in the second half of the year,
as the dates in July and December have been cancelled. EU auctions always take place on
the fourth Monday of each month, with the exception of August, when it will be the fifth
Monday of the month due to the way the calendar falls this year. Green bonds will of
course also feature in this share of EUR 50bn (estimate: EUR 15bn). Overall, we had ex-
pected a greater funding requirement, although this estimate is almost confirmed in other
ways: as part of the SURE programme, the EU can still issue EUR 6.6 billion in social bonds,
which would add to the funding volume. A further EUR 9bn of aid for Ukraine is also possi-
ble as part of the MFA (Macro-Financial Assistance) platform and can be refinanced on the
capital market. For both programs — SURE and MFA — the funding windows explicitly do not
apply, since it is still unclear whether both sums will be called or if they are actually needed
at all. Accordingly, one must always pay attention to the RfP: whether it is "NGEU Plain" or
"NGEU Green", SURE (Social) or MFA (Plain). This can be seen in the pricing of the bond
and the oversubscription ratio. Looking ahead, we expect the precise funding plan for H1
2023 to be published in December 2022, when it is possible that the headline figure will be
higher than “only” EUR 50bn.

... NGEU bond issuances ... NGEU bond issuances

Cw 28 11-15 July CW 46 14-18 November
Cw 37 12-16 September CW 49 05-09 December
Cw 41 10-14 October

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

ESM/EFSF has also sent out its funding newsletter

Of the annual funding requirement of EUR 19.5bn, the EFSF has already raised EUR 10.5bn
in the first six months of the year. As such, a total of EUR 9bn is still pending for refinancing
in H2 2022. The ESM is halfway through its funding requirement of EUR 8bn. As a result, H2
will be just as busy, albeit with the difference that there is still a USD bond to be issued. As
we previously reported, the ESM has had the best credit rating (AAA/Aaa/AAA) from all
three major rating agencies for a few weeks now.

Long-term funding plan incl. 2023 (EUR bn)

2021 2022 2023 2
EFSF 16.5 19.5 20.0 56.0
ESM 8.0 8.0 8.0 24.0
2 24.5 27.5 28.0 80.0

Source: ESM, NORD/LB Markets Strategy & Floor Research
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End of net purchases under the APP

The APP’s last rites have been read and net purchases under the Asset Purchase Program
(APP) officially ended on July 1. This was the mandatory minimum requirement for the ECB
to be able to make the first interest rate step of what is likely to be a protracted journey.
This is exactly how “sequencing” is defined: only after the end of the bond purchases can
and should there be a rise in key interest rates. According to the most recent data set from
the ECB, the APP amounted to EUR 3,264.5bn, of which a total of EUR 2,593.2bn was at-
tributable to the PSPP. This equates to roughly 80% of the total volume. At EUR 344.2bn,
the CSPP ranks second in the breakdown, closely followed by the CBPP3 at EUR 301.5bn.
The purchase programme for ABS ended at EUR 25.6bn. As we are dealing with Eurosystem
holdings and not pure net purchases in this case, we assume in our reporting that these
figures will be updated at the beginning of August — and therefore also on a monthly basis
in the future.

Three pulls on the same day — SSA issuer also affected in the form of SAGESS

Things always seem to happen when you least expect them: it's rare enough for deals to be
pulled, especially in the SSA market — two in one day is even rarer; this happened in May
2022 (without any SSA involvement). However, three in one go, as seen at the end of June,
is definitely worth commenting on: the issuers involved were Close Brothers (GBP 250m),
Ceské drahy (inaugural green deal at ms +275bp area) and above all SAGESS. For more
detailed information on this issuer, please refer to the paragraph immediately below. It is
rather fascinating that neither Close Brothers nor SAGESS offered any comment on the
reasons for pulling their respective deals. For the Czech state railway company, a train ac-
cident on the same day was the sad reason why it opted to pull its deal. SAGESS had in fact
already announced the final spread at +45bp over the French reference bond (OAT), which
corresponded exactly to the guidance. The bond would have had a seven-year term. No
further information on this subject has been released since June 27.

Société anonyme de gestion de stocks de sécurité (SAGESS)

While France has held strategic oil reserves since 1925, the French state established the
Société anonyme de gestion de stocks de sécurité (SAGESS) in 1988. Created at the initia-
tive of companies in the oil industry, SAGESS has the central role of building up, stockpiling
and maintaining strategic oil reserves. The overall dependence on oil imports by EU states
in general and France in particular (the majority of French oil requirements are covered by
imports), together with supply-side shocks in recent decades, have underlined the necessi-
ty of amassing and maintaining strategic oil reserves. In 1968, the Member States of the
European Community implemented the regulation that companies in the oil industry must
hold stocks to cover requirements for at least 90 days (based on the previous year's con-
sumption). In 2012, the EU changed the calculation of minimum stocks (90 days based on
expected net imports). In order to comply with these requirements, French oil operators
have the choice of delegating 56% or 90% of the required stocks to SAGESS or the Comité
Professionnel des Stocks Stratégiques Pétroliers (CPSSP) against payment of charges. These
two entities therefore hold most of the strategic oil reserves in France, which are stored in
a total of 88 storage units. CPSSP ranks higher than SAGESS, which acts in the name and on
behalf of CPSSP for the operational management of holding the reserves. CPSSP and SAG-
ESS jointly form the national oil reserve agency. SAGESS has also been nominated as the
Central Storage Entity (CSE) for France. SAGESS is owned by companies in the oil industry.
Shares may only be transferred with the government’s approval.
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Issuer
RENTEN
KFW
HESSEN
OSEOFI

Primary market

In today’s SSA article, we take a look back at a highly active first six months of 2022 after
reaching the halfway point of the year. As usual, in this section we will be focusing on the
deals placed since the last edition of our weekly publication. Bpifrance kicked things off in
this regard, having carried out investor calls for a green bond as far back as mid-June. To
use its ticker, OSEOFI opted for a five-year term with a volume of EUR 1.25bn. The deal was
priced at OAT +33bp and the order book came to EUR 2.1bn, while narrowing of a single
basis point was observed against the initial guidance. The SAGESS deal mentioned above
was accompanied by investor calls on 20 June. At this time, the term to maturity was stat-
ed at 7-12 years. However, seven years and/or 12 years were said to be possible. However,
this ultimately did not materialise after the deal was pulled, for which no reason was given.
We will now round off the French section by commenting on IDF, which is the ticker for fle-
de-France. This issuer mandated a consortium on 23 June for an investor call in connection
with a sustainability bond with a term to maturity of 10 years. No further details have been
disclosed since this time. During our brief publication pause due to business trips and con-
ferences, HESSEN was active twice on the market: on June 27, the "crooked" deal brought
a total of EUR 1.125bn into the budget over five years at ms -16bp. The order book
amounted to EUR 1.95bn and the guidance started out in the area of ms -15bp. The Hessi-
ans can be very happy with this deal. Then, on Monday, 04 July, a deal in the form of a sole
bookrunner totalling EUR 300m was placed for seven years at ms -14bp. When it comes to
KfW, we are used to the fact that a) they don't hang around and b) their bonds are also
subject to high demand. So let's first focus on the facts before we pour cold water on the
matter: a total of EUR 4bn (7y) was raised in the form of a green bond at ms -16bp. The
order books reached EUR 13.6bn and the marketing phase started with guidance of ms -
15bp area. And now for the bitter-sweet side-story: a new issue premium of up to 5.8bp
(according to Bloomberg) is not only unusual for this flagship deal, but rarely if ever seen
for a green bond “made by KfW”. The issuer itself calculated a new issue premium of 4bp.
Usually, KfW saves a basis point or two with its green bonds and prices within its own
curve. Petra Wehlert put this down to the considerable volatility seen during the last few
trading days leading up to the deal. Next week, we are expecting an update on KfW’s fund-
ing figures for 2022. Even before Putin’s war of aggression in Ukraine, a total of EUR 80-
85bn would have been in record-breaking territory if the upper limit was reached. Renten-
bank was also active with a green bond (10y), with a total of EUR 1bn changing hands at ms
-11bp. The guidance started out in the area of ms -9bp, while the order book came in at
EUR 3.3bn. We also have a couple of taps to mention: the EIB tapped its CAB with a maturi-
ty to 2037 by EUR 1bn at ms +3bp. For its part, CADES tapped a 2029 bond by EUR 1.5bn at
OAT +31bp. The EU has its first funding window next week (see above) and will issue a
bond under its NGEU programme in this context. The RfP has already been sent to the
banking group. Moreover, the Austrian OKB mandated a consortium for an investor call
regarding an imminent sustainability bond (5y, EUR 500m, WNG). Further mandates for
deals expected to be executed very promptly were issued by BNG (10y, ESG), SCHHOL (5y)
and CAF (5y).

Country Timing ISIN Maturity Size Spread Rating ESG
DE 04.07. XS$2500341990 10.0y 1.00bn ms -11bp  AAA/ Aaa/AAA X
DE 27.06. XS2498154207 7.3y 4.00bn ms -16bp -/ Aaa / AAA X
DE 27.06. DEOOOA1RQEEO 5.0y 1.125bn ms -16bp -/ -/ AA+ -
FR 27.06. FRO01400BB83 5.4y 1.25bn ms -10bp AA /Aa2 /- X

Source: Bloomberg, NORD/LB Markets Strategy & Floor Research (Rating: Fitch / Moody’s / S&P)
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Covered Bonds
H1 review and outlook for H2 2022

Authors: Melanie Kiene, CIIA // Dr Frederik Kunze // Stefan Rahaus

EUR benchmarks: issue trend
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A memorable first six months

At the end of the first half of 2022, we once again look back over the last six months and
the developments in the market for covered bonds in EUR benchmark format. The first half
of this year is sure to remain memorable, if only because it shows such a completely differ-
ent picture to the “leaner” years of 2020 and 2021. After the review, we move on to our
outlook for the second half of 2022. The covered bond market is also facing a turning point
and our assessment therefore no longer covers monetary policy and economic develop-
ments in the context of just the EUR benchmark segment. The question for both the Euro-
pean and non-European covered bond market now is how successfully the transition to the
new legal and supervisory framework is implemented across the board.

EUR benchmark issues in H1 2022 (EUR bn)
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Source: Market data, Bloomberg, NORD/LB Markets Strategy & Floor Research

Primary market 2022: running and running...

Sometimes it’s enough to let the numbers speak for themselves. Admittedly, only a few
months ago we were still not expecting to see an issuance volume of EUR 117.5bn for the
first half of the year. Indeed, after the first few trading weeks, the talk was more of a re-
turn to the familiar issuance patterns, characterised by high levels of activity at the start of
the year (although this was not the case in 2021, for instance). In actual fact, the primary
market for covered bonds proved to be permanently in sprint mode. In the first three
months of the year, primary market activity outstripped the respective volumes recorded
in the same months between 2017 and 2021. In April and May, new issues also significantly
exceeded the corresponding figures for the preceding three years. Most of the issues came
from the jurisdictions of France (EUR 26.75bn), Germany (EUR 21.8bn) and Canada (EUR
20.5bn). The biggest surprise here was Canada.



11 / Covered Bond & SSA View ¢ 6 July 2022 NORD/I-B

What didn’t we expect? What should we have been expecting?

There’s no question that issuance behaviour in the preceding years was heavily influenced
by alternative funding options, and in some cases by reduced funding requirements as
well, and this was not expected to apply in 2022. However, we had not anticipated such a
rapid swing in market sentiment, which increasingly turned the focus to covered refinanc-
ing. Firstly, the inflation scenario had a quicker impact than we had expected, which en-
hanced the appeal of covered bonds due to significantly higher yields. Secondly, the dra-
matic developments in Ukraine and associated increase in geopolitical uncertainty made
the covered debt securities segment popular. We see this not least as the result of limited
funding options via senior unsecured bonds and central bank liquidity, as well as customer
deposits. One good example here is the issuance volume from the eurozone, which at EUR
74.8bn in the first half of the year alone was far more dynamic than the total volumes of
preceding years 2021 (EUR 58.55bn) and 2020 (EUR 70.1bn). However, in the case of Can-
ada in particular, the higher funding requirement was caused by increasing items on the
assets side. Price increases for residential property alone notably drove up nominal growth
on the financing side. With regard to issuers of bonds governed by covered bond harmoni-
sation at European level, there was one factor that we should have taken greater account
of in our calculations. We are referring here to the significant level of prefunding intended
to prevent regulatory bottlenecks directly after the start date for the new legal regulations
(8 July 2022). According to our estimates, this would be particularly evident among cov-
ered bond issuers from Austria. At EUR 8.5bn (2021: EUR 4.0bn; 2020: EUR 5.0bn), the
issuance volume from this jurisdiction is comparatively high. After all, the institutions have
to obtain approval from the supervisory authority for the first issue under the new legisla-
tion. As we understand it, the approval proceedings can take up to six months. This in turn
increased the incentive for prefunding ahead of 8 July 2022. We discussed these and other
subjects as part of our Round Table Austrian Covered Bonds alongside Austrian issuers (cf.
The Covered Bond Report: The Austrian Covered Bond Market 2022). Given the momen-
tum, however, we are still surprised that no debut issuers went to the market in the EUR
benchmark segment.

EUR benchmarks: timeline of new issuances (H1) ESG: EUR benchmark segment issue trend
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http://news.coveredbondreport.com/wp-content/uploads/thecbr_austrian_roundtable_2022.pdf
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ESG deals: some new issues but activity slightly muted

While activity in the sub-market for sustainable bonds in the EUR benchmark segment was
something of a saviour in 2021, momentum in the ESG segment in the current year ap-
pears weaker, at least at first glance. However, with newly-placed ESG covered bond
benchmarks amounting to EUR 10.85bn across 16 deals, the figure for the first half of the
year is higher than the respective figure for 2021 (EUR 8.0bn; 10 deals) and there are sev-
eral newcomers to the ESG segment. Most recently PKO Bank issued the first ESG bench-
mark from Poland, choosing the format of a green mortgage covered bond. BayernLB also
went to investors for the first time with a green benchmark. Its green Pfandbrief, which
focuses on funding public transport, is backed by the bank’s public sector cover pool. Aus-
tria’s UniCredit Bank Austria made its debut with a green benchmark, while BerlinHyp (DE)
made its first appearance in the benchmark segment with a social covered bond. Italy’s
Banco BPM joined the group of ESG issuers with a green covered bond, while Caja Rural de
Navarra (ES) followed up its last sustainable benchmark with a green covered bond back in
February this year. In the same month, DZ HYP, the top dog of mortgage Pfandbriefe, suc-
cessfully placed its inaugural green benchmark in the market.

The market technicals: positive net supply in first half of 2022

Before looking at the movement in spreads in the first half of the year and beyond, we
should first assess the market framework conditions. Here, there has been a trend towards
a positive net supply over the course of the year. While initially 2022 unsurprisingly started
with a preponderance of bond maturities (EUR 34bn in January vs. new issues of EUR
28bn), at times new issuances in the subsequent months significantly outstripped maturi-
ties, including as a result of the break from the seasonal pattern as outlined at the begin-
ning of this article. In a technical assessment, strengthening net supply speaks for a rise in
spreads and in new issuance premiums. However, the demand for fresh bonds was more
than robust and also came increasingly from investors outside the Eurosystem. This devel-
opment was supported by rising yields and higher swap rates, with the result that the re-
duction in the ECB primary market order ratio from 40% to 30% was evidently more than
offset. On average, order books continued to fill up quickly and new issuance premiums
initially remained at a manageable level. A combination of persistently strong supply, ex-
pectations of a change in monetary policy and the increased uncertainty dominating mar-
ket sentiment successively drove oversubscription ratios down, paving the way for rising
new issuance premiums. Up until the last few trading days of June, the market environ-
ment was characterised by expectations of a new cut in the ECB order ratio, and this then
materialised with the first deals featuring July value dates. It is not all that surprising that
we were unable to identify a sustained fundamental deterioration in the condition of the
covered bond markets up to the end of the first half of the year. The rating agencies too
had up to this point unanimously presented outlooks and forecasts confirming the robust-
ness of the credit ratings. Although scenarios which could lead to fundamental downgrades
were cited (in particular falling property values and material increases in the cost of living),
these scenarios tended to be sidelined and viewed as extreme events.
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Issues, maturities and net supply in H1 2022
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EUR BMK: spread trend (5y; generic)
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Spread trend: secondary market again characterised by question marks relating to screen
prices

Following the intermittent sentiment-driven spread widening, particularly as a result of the
escalation of the Ukraine situation, more sustainable repricing became established in the
secondary market in the last trading days of the first half of the year at the latest. With
new issue premiums recently of nine to ten basis points on average, the meaningfulness of
screen prices was once again called into question. This is hardly surprising, given that the
secondary market has been sidelined at times, both due to the war of aggression in
Ukraine and, not completely unrelated, being overshadowed by a very lively primary mar-
ket. Consequently, trading activity and bid/ask requests were not particularly dynamic, and
the lack of liquidity ultimately undermined the meaningfulness of screen prices on a sus-
tained basis. Nevertheless, at the end of the first half of the year in particular, the second-
ary market followed the widening tendencies of the primary market.

EUR BMK: spread trend (7y; generic)
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Additional implications linked to the change in monetary policy

The adjusted monetary policy direction of the ECB monetary authorities undoubtedly im-
pacted market activity in the covered bond segment in the first months of the year as well.
Here we should mention not only the reduction in the ECB order ratio referred to earlier,
but also the movement in CBPP3 volumes and purchasing. The portfolio totalled EUR
301bn. At the end of 2021, the figure was EUR 298bn, which implies no dramatic net
growth and which we already see as a modest withdrawal from the sub-market by the ECB.
However, it should also be noted that maturities in the period January to June 2022 ex-
ceeded EUR 25bn. In terms of the total market for covered bonds eligible as collateral with
the central bank, which can also include non-EUR and non-EMU bonds, we expect the level
of “free float” to increase in the coming months and quarters. We consider covered bond
issues that are not held by either the Eurosystem under the CBPP3 or lodged as collateral
with the ECB as free float. The rise in “own use” covered bonds in the Use of Collateral
category is due to the TLTRO Il tender. In fact, we continue to see the unconventional
long-term refinancing operations as a major influencing factor for the covered bond seg-
ment. To this extent, strategic decisions by the ECB have a notable impact on the issuance
behaviour of EMU banks and therefore ultimately also on the spread trend.

ECB: CBPP3 volumes ECB: impact on covered bond market
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Primary market outlook: breather in second half of year...

First of all, we expect the issuance volume in the second half of the year to be significantly
lower than in the first six months, taking the total for new benchmark deals for 2022 as a
whole to EUR 156bn. Our rationale here is that some issuers have already carried out a
significant amount of prefunding and made intensive use of the open issuance window.
Implementation of all legal formalities and approvals in the wake of covered bond harmo-
nisation could also bring a dip in new issues from EEA-relevant issuers after the summer
break, which is unlikely to be offset by issues from overseas jurisdictions or third countries.
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...and potential game changer?

However, we must also be prepared for potential deviations from our forecast in the sec-
ond half of the year. For instance, a renewed rise in property prices and associated unex-
pected sharp increase in funding requirements could imply a bigger issuance volume.
However, at the current interest rate level, this would be more of a tail event. On the other
hand, dwindling deposits or a less attractive market environment again on the issuer side
for senior unsecured bonds could drive issuers towards the covered bond primary market.
It would hardly come as a surprise if the ECB were also to come into play again, as a game
changer. The current prevailing TLTRO Il terms and conditions, which include for example
a positive carry for some issuers, could in theory be amended by the central bankers in
such a way that preference would be given to early repayment and (at least partial) refi-
nancing via covered funding. We forecast a positive net supply of EUR 18bn for the full
year. However, this would in turn mean that maturities would exceed new issuances in the
second half of the year.

NORD/LB forecast H2 2022: supply and maturities 2022 (EUR bn)

Jurisdiction Outstanding volume  Issues 2022 ytd  Maturities 2022 Issues 2022e  Net supply 2022e
AT 39.0 8.5 3.0 8.5 5.5
AU 30.2 6.4 7.5 8.5 1.0
BE 17.3 1.5 2.8 2.5 -0.3
CA 76.7 20.7 8.0 23.0 15.0
CH 0.0 - 1.3 0.0 -1.3
Ccz 0.5 - 0.0 0.5 0.5
DE 168.1 21.8 211 26.0 4.9
DK 5.0 - 2.5 1.5 -1.0
EE 1.0 0.5 0.0 0.5 0.5
ES 72.7 1.5 13.7 4.0 -9.7
FI 30.0 3.0 4.8 6.0 13
FR 228.8 26.8 30.8 32.0 1.2
GB 28.1 2.8 8.3 4.5 -3.8
GR 0.5 - 0.0 0.0 0.0
HU 0.0 - 0.0 0.5 0.5
IE 1.8 - 1.8 0.0 -1.8
IT 49.7 33 7.8 5.5 -2.3
JP 49 - 0.0 1.5 1.5
KR 6.7 1.1 0.0 2.0 2.0
LU 1.5 - 0.0 0.0 0.0
NL 67.4 7.0 53 8.0 2.8
NO 49.4 4.3 8.0 7.0 -1.0
Nz 9.2 1.5 1.8 2.5 0.8
PL 2.0 0.5 0.6 0.5 -0.1
PT 3.8 - 2.8 0.0 -2.8
SE 29.8 4.3 5.0 6.0 1.0
SG 7.8 1.5 1.5 3.0 1.5
SK 4.5 1.0 0.0 2.0 2.0

Total 936.2 117.7 138.0 156.0 18.0

Source: Market data, NORD/LB Markets Strategy & Floor Research
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Secondary market outlook: widening ahead!

As outlined at the beginning of this article, we do not yet see any signs in terms of funda-
mentals for a pronounced widening of covered bond spreads. Although there is uncertain-
ty relating to interest rates and inflation, the issuers are also on a sound footing and banks
will even be able to benefit from a new interest rate landscape to a large extent. With re-
gard to the net supply side and general market sentiment, we do see potential for notable
widening. A holistic assessment is important here, taking account of the implications of a
change in ECB monetary policy. The APP asset purchasing programme ended on 1 July
2022. The CBPP3 is swinging into reinvestment mode and will remain active in the second-
ary and primary market for an as yet undetermined period of time. The stimulus from de-
mand, particularly in the primary market, which was the focus throughout the first half of
the year, will be significantly weaker. We believe this new environment will result in differ-
ences in covered bond spreads according to maturities and jurisdictions. Up to this point
we had expected this to be a story for the first half of 2023. However, depending on gen-
eral market sentiment and potential deviations by the ECB from the direction it has an-
nounced so far (including in terms of CBPP3 reinvestments and TLTRO Il framework condi-
tions), we believe this form of repricing could set in even earlier.

Conclusion

An exciting first half of 2022 has come to an end for the EUR benchmark segment as well.
The covered bond market lived up to its “crisis-resilient” reputation and the issuance vol-
ume was unexpectedly high at EUR 117.5bn. However, we believe issuers are planning
lower volumes for the second half of the year. Investor demand is also likely to be less
pronounced, although we expect the sustained return of real money investors, among
other factors, will close the gap left by the withdrawal of the ECB. Nevertheless, it should
be noted here that a price-insensitive buyer, the Eurosystem, is turning its back on the
market. We are already seeing the consequences of this. A higher execution risk and
spread concessions by issuers are likely to dominate the picture as well in the next six
months. However, we would not rate these developments too negatively, even while ac-
knowledging the individual challenges. Rather, we take the view that the covered bond
market in particular will succeed even further in fulfilling its important role for all parties,
i.e. both issuers and investors, without the distorting influence of the ECB.
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SSA/Public Issuers
Half time in the 2022 SSA year — taking stock

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

First half of the year extremely active, as expected

Having previously reviewed the always busy January in issue #04 on 2 February and given
due consideration to the first four months of the year (issue #17 of this publication), we
would now like to extend the time horizon to cover the first half of the year in this edition
of our weekly publication. By the end of June 2022, EUR benchmarks totalled EUR
154.0bn in the SSA segment — supranationals, sub-sovereigns and agencies, i.e. excluding
sovereigns — (2021: EUR 225.8bn, 2020: EUR 158.3bn, 2019: EUR 115.1bn). At EUR
769.8bn, order books were almost twice the size of those in 2020 (EUR 406.2bn). Howev-
er, as expected, 2022 could not improve on the 2021 record year (EUR 1,247.8bn).

Market environment

Many will certainly have imagined the year so far to be different: high numbers of coro-
navirus cases during the Omicron wave, geopolitical shock news from Ukraine coupled
with inflation. At most, the monetary policy turnaround was priced in at the beginning of
the year, so now the imminent interest rate hike cycle starts on 21 July as the first step in
a longer journey. It is therefore hardly surprising that investors are increasingly investing
in “safe haven” bonds. Net purchases under the PEPP pandemic purchase programme
were discontinued as planned at the end of March, though the expired PEPP was accom-
panied by the Asset Purchase Programme (APP) until 1 July, with net purchases of EUR
40bn in April, EUR 30bn in May and (again) EUR 20bn in June. As a reminder, the ECB (and
its affiliated central banks) cannot make primary market purchases in the SSA segment
under the PSPP or the PEPP. The ECB is now aiming for the expected interest rate hike
once the last net purchases have been made. The Governing Council will primarily be
asking itself whether the extent of interest rate hikes rather than just their number will
be the crux of the matter. The highest inflation rates in recent decades do not bode well
for the future — or are we already in the “new” normal?

EUR benchmarks in EUR bn at mid-year of respective years versus order books*
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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-11059?cHash=d73a0ac0c368ba58036a7fe7f7845f36
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Primary market: EUR BMK issue trend
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The bigger picture

Let’s start our review with a comparison of the issue volumes of recent years: by the end
of June, we recorded EUR BMK issues with a total volume of EUR 154.0bn in our SSA
segment as defined above. Although the figure is below the pandemic years of 2020 and
2021, it is still a significantly larger sum than in the years before the pandemic. Suprana-
tionals accounted for the largest share: a total of 23 new bonds with a total volume of
EUR 65.6bn were issued in this segment in the first half of the year. The order books of
the supranationals have always been full so far this year: cumulatively across all issuanc-
es, we come to a value of EUR 449.6bn — more than in all other sub-segments combined.
Although the largest number of bonds came from Germany (29), the total volume of EUR
44.5bn lags behind supranationals. The latter naturally operate on a larger scale than
regional promotional banks or German Laender. Nevertheless, the aggregate order book
volume of EUR 198.2bn was considerable. Naturally, KfW was the main driver here.
France ranked third in our list with an aggregate issue volume of EUR 24.6bn. In the first
half of the year, 14 bonds were issued. In the French SSA segment, the greatest interest
reflected in order book entries was always in the CADES (Welfare Debt Repayment Fund).
From Canada (and not only the provinces included in our coverage), we again recorded
EUR BMK issuances of EUR 5.8bn, unchanged from the end of April, with more than half
coming from pension funds that we do not analyse in more detail. Last year, bonds with a
total volume of EUR 5.5bn were issued in the same period. From the Netherlands, we
observed a year-on-year increase: while bonds totalling EUR 4.0bn were issued in 2021,
the volume amounted to EUR 4.5bn in the same period of 2022. At EUR 2.5bn from four
bonds, our coverage from the Nordics at the halfway point of 2022 is exactly the same as
for Spanish issuers (EUR 2.5bn also from four bonds). This pushed Belgian issuers one
spot down in the benchmark ranking. From all other jurisdictions (e.g. Portugal and Po-
land, but also Asia) a further EUR 2.5bn was raised across four EUR bond deals.
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Overview of issuers with most transactions and largest volume

# benchmark EUR benchmarks
Issuer . Issuer .

transactions (in bn)
KFW 6 EU 31.4
EU 6 KFW 24.0
NIESA 4 CADES 13.0
EFSF 4 EIB 12.0
EIB 4 EFSF 10.5
CADES 3 NRW 5.0
COE 3 IDAWBG 4.0
NRW 3 NIESA 3.0
NRWBK 3 COE 3.0
BERGER 3 BNG 2.8

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

A look at Germany: who has been active on the primary market and who has stayed so
far on the sideline in 2022?

Let’s take a detailed look at bond issuances in Germany. Of the “17” federal states (in-
cluding the Joint Laender), we have so far entered EUR BMK bonds amounting to EUR
15.3bn into our database. In terms of volume, the state of North Rhine-Westphalia (EUR
5.0bn) has been the most active so far, while the state of Lower Saxony has been the
most active in terms of the number of bonds: a total of four bonds with a total volume of
EUR 3.0bn were issued from Hanover. The seven federal states of Bavaria, Baden-
Wuerttemberg, Saxony, Schleswig-Holstein, Hamburg, Mecklenburg-Western Pomerania
and Saarland have not yet appeared with EUR BMK bonds. It should be noted that the
federal states of SCHHOL, HAMBRG, MECVOR and SAARLD were involved in the Laender
jumbo deal (ticker: LANDER). Of the regional promotional banks in our coverage, some
are still missing: in the first third of the year, only L-Bank and NRW.BANK were active with
a volume of EUR 500m or more. KFW and RENTEN are as active as ever. It remains to be
seen which issuers will still venture out on the market to issue a EUR BMK bond this year.
Positive tax revenues — which are not least buoyant due to inflation — are causing a reas-
sessment of funding needs at present, especially in the Laender. KfW is also currently
revising its funding target of EUR 80-85bn but is not giving any indication whether this will
be amended up or down.

E-supras in front by far

In the sub-segment of Supranationals, the E-names (EU, EIB and EFSF) especially stood
out: for the mega-issuer the EU, we calculated a EUR BMK issue volume of EUR 31.4bn on
the basis of six bonds (excluding auctions and taps). The order books demonstrated the
popularity of this issuer: in aggregate terms, these amounted to EUR 279.3bn. From the
EFSF and the EIB, we identified issues of EUR 10.5bn and EUR 12.0bn, respectively. On
average, the EIB was oversubscribed almost nine times, with order books totalling EUR
102.5bn. Meanwhile, the ESM also put in an appearance by issuing a new bond (EUR
2.0bn). As a result, all four Luxembourg E-names already reached an impressive EUR
55.9bn. Outside of these big guys, we also recorded bonds from AFDB, COE, IDAWBG, NIB
and ASIA. These issuers raised EUR 9.8bn. We are expecting a lot more from the suprana-
tionals in 2022, and not just due to the EU: as you can see from the SSA primary market
section, the planning for the second half of 2022 (July to December) is now available.
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ESG bonds continue to gain momentum

We will now briefly look at ESG issuances: in the first half of the year, we added 15 green
bonds to our database. The aggregate volume of these bonds amounted to EUR 25.6bn.
Social bonds registered a slightly smaller volume, with EUR 20.5bn from nine bonds.2
In this segment, France’s CADES (naturally) stands out in particular. During the period
under review, CADES issued three social bonds with a total volume of EUR 13.0bn. In the
sustainability format, we identified 11 bonds with a total volume of EUR 14.5bn. In order
to properly focus on ESG benchmarks, we will soon dedicate another article to them
again in this publication. Until then, we would like to refer to our NORD/LB Fixed Income
Special — ESG Update from the spring and issue #18 in 2022 of this publication.

Also significant: taps

Lastly, we would like to touch on the topic of taps. These have not been included in the
data set considered above, as they do not represent a new issue of EUR BMK bonds. Nev-
ertheless, we do not wish to sweep them under the carpet. In total, we recorded 29 taps
in our coverage across the first half of the year, with a volume totalling EUR 38.3bn. The
EU accounts for the lion’s share here, with just under EUR 23bn.

Conclusion

The events of the year so far mean 2022 is already set to go down history. As aid pro-
grammes to tackle the pandemic slowly come to an end, issuers are confronted with new
challenges in the face of Russia’s war of aggression in Ukraine. This is also reflected in the
primary market: German Laender are finding their way back to “normality”, but some
have not yet been active on the primary market so far this year or only under the ticker
LANDER instead of with their own EUR benchmarks. A focus for the rest of the year
should therefore remain on the EU: as we describe in today’s primary market section,
EUR 50bn of new bonds will be issued under the NGEU programme alone. This could po-
tentially be supplemented by SURE and MFA. In addition, the ECB has ended its net pur-
chases, is on the cusp of initiating a first rate hike on 21 July and is working on an anti-
fragmentation instrument. Although this should only affect government bonds, it may
have indirect effects on supranationals, sub-sovereigns and agencies.



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-10951?cHash=4a65c918724025e99729b9a5579e6f85
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11070?cHash=a1f6a02ae0a8bbdff63d3e62d8724c49
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ECB tracker

Asset Purchase Programme (APP)

ABSPP CBPP3
Apr-22 26.603 296.924
May-22 25.780 300.171
A -823 43,247
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Jun-21 Jul-21  Aug-21  Sep-21  Oct-21  Nov-21
APP 20.640 21.597 16.749 19.659 23.017 21.200
PSPP  13.320 13.943 13.563 12.423 15.038 14.815
W CSPP 5.602 5.502 3.936 5.590 5.481 5.142
CBPP3  2.037 2.011 999 2.184 1.008 -12
HABSPP  -319 141 -1.749 -538 1.490 1.255

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

CSPP

336.066
341.432

+5,366

Dec-21
16.596
12.989
3.007
942
-342

79,5%

Jan-22
18.838
17.292

6.970
-3.761
-1.663

Feb-22

20.698

12.095
6.272
2.376

NORD/LB

PSPP APP
2.558.848 3.218.441
2.581.291 3.248.674
+22,443 +30,233
0,8% 9,2%
= ABSPP
CBPP3
= CSPP
PSPP
Mar-22  Apr-22  May-22 >
21.929 39.397 30.233 270.553
14172  33.238  22.443 195.331
8.042 5.461 5366  66.371
-606 1.074 3.247  11.499
321 -376 -823 -2.648
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Portfolio development
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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 — — — — — — —
Jun-22  Jul-22 Aug-22 Sep-22 Oct-22 Nov-22 Dec-22
APP 16722 26013 7.685 44.565 36.969 18.879 15.832
PSPP  12.638 22415 4.841 34354 33927 14669 12.016
BCSPP 1491 978 9 2684 674 1557 1416
CBPP3 1582 1.629 2227 6873 1651 2167 1485
mABSPP 1011 991 521 654 717 486 915

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

NORD/LB

Distribution of monthly purchases
100%

80%

60%

40%

20% II

0%

-20%

D DD D ,9, DA A

& & g & & & @

Y & @@@\ﬁ@
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Distribution of weekly purchases
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mABSPP  CBPP3 MCSPP ™ PSPP
= =
||
I N BN
Jan23  Feb23 Mar-23 Apr-23 May-23 “"227 2021 2022
P ¥ May-23 May-23
29308 22459 42.437 30.038 35798 326.705 247.069 298.690 160.040
19.469 13.656 32.033 23521 30.548 254.087 188.494 228527 119.227
2902 2158 4101 2361 2566 22984 17.134 17.326 14.088
4786 5957 5631 2917 1872 38777 30.143 41242 21.163
2151 688 672 1239 812 10857 11298 11595 5.562
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Covered Bond Purchase Programme 3 (CBPP3)

Weekly purchases

EURbn

1,4
1,2
1,0
08
0,6
0,4

1,18

0,98

0,83 0,84 0,80 077

0,26 ot 0,19
0,03 !

Primary and secondary market holdings

EURbn

350 45%
40%
35%
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25%
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300
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200
150
100

50

mmm Primary market holdings Secondary market holdings

= Primary market share (rhs)

Distribution of CBPP3 by credit rating

90%
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0%
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B CBPP3 holdings Q1/22 CBPP3 benchmark Q1/22

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

NORD/LB

Development of CBPP3 volume
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Public Sector Purchase Programme (PSPP)

Weekly purchases Development of PSPP volume
16 14,88 3.000
14
11,90 2.500
12
o 9,68 577 2.000
£ 8 £ 150
2 6,06 =)
6 4,99
A 317 378 3,56 1.000
i I I T
o - ]
S IR U L U "nnssennmmsnngea g A
Overall distribution of PSPP buying at month-end
e a. :Adj.u ste.d Holdings Expef:ted Difference Current WAM . ,WAM,Of a Difference
Jurisdiction distribution (EURM) holdings (EURM) of.portfollo3 ellgll?le universe (in years)
key! (EURm)? (in years) (in years)
AT 2,7% 76.789 73.747 3.042 7,3 8,1 -0,8
BE 3,4% 94.131 91.796 2.335 7,5 9,9 -2,4
cYy 0,2% 4,199 5.422 -1.223 8,5 8,9 -0,5
DE 24,3% 666.481 664.213 2.268 6,7 8,0 -1,3
EE 0,3% 438 7.098 -6.660 8,1 8,1 0,0
ES 11,0% 312.269 300.456 11.813 8,0 8,2 -0,2
Fl 1,7% 43.170 46.282 -3.112 7,9 8,9 -1,0
FR 18,8% 526.667 514.618 12.049 6,9 8,4 -1,5
GR 0,0% 0 0 0 0,0 0,0 0,0
IE 1,6% 41.978 42.667 -689 8,4 10,1 -1,7
IT 15,7% 447.877 428.048 19.829 7,2 7,8 -0,7
LT 0,5% 5.791 14.583 -8.792 10,6 10,4 0,1
LU 0,3% 3.719 8.300 -4.581 5,8 6,1 -0,3
LV 0,4% 3.751 9.818 -6.067 9,5 9,4 0,1
MT 0,1% 1.403 2.643 -1.240 11,1 9,8 1,3
NL 5,4% 131.267 147.661 -16.394 7,7 9,3 -1,6
PT 2,2% 54.508 58.972 -4.464 7,5 7,9 -0,4
SI 0,4% 10.694 12.132 -1.438 9,7 9,9 -0,2
SK 1,1% 18.022 28.856 -10.834 8,1 8,8 -0,7
SNAT 10,0% 287.194 273.035 14.159 8,2 9,4 -1,2
Total / Avg. 100,0% 2.730.346 2.730.346 0 7,3 8,4 -1,1

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 PSPP portfolio holdings

4 Weighted average time to maturity of the bonds eligible for purchasing under the PSPP
Source: ECB, NORD/LB Markets Strategy & Floor Research
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Corporate Sector Purchase Programme (CSPP)
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Pandemic Emergency Purchase Programme (PEPP)

Holdings (in EURm)

PEPP
Apr-22 1.718.071
May-22 1.718.061

A (net purchases) -10

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

NORD/LB

Invested share of PEPP envelope (in EURbn)

91,7% 8,3%

0 185 370 555 740 925 1110 1295 1480 1665 1.850

Jun-21 Jul-21  Aug-21  Sep-21  Oct-21  Nov-21
mPEPP 80.168 87.557 65.050 75.051 67.855  68.045

Dec-21  Jan-22 Feb-22 Mar-22 Apr-22 May-22 >

49.375 50.113  40.184  30.214 -4 10 613.598
Development of PEPP volume
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Mar-20
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Holdings under the PEPP (in EURm)

Asset-backed Covered Corporate
Securities Bonds Bonds
Mar-22 0 6.067 40.313
May-22 0 6.067 41.825
A (net purchases) 0 0 +1,512

Portfolio structure

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%
0% || | | - - - - - - -
R g A A A A g i
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M Asset Backed Securities Covered Bonds
M Corporate Bonds Commercial Paper
M Public Sector Securities
Portfolio development
1.800 100%
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1.200 20%
ES: 1.000
a 800 60%
600 50%
400 I 40%
zog B I a0l 30%
ﬁ9’\9’»°’19’»"’ﬁ?"£"’»"’\>’9’9’9’0 20%

&zﬁ Sl & & @’b @’8\ Sl K & v@ X 10%
0%

B Asset Backed Securities Covered Bonds

M Corporate Bonds Commercial Paper

M Public Sector Securities

Breakdown of private sector securities under the PEPP

Asset-backed securities Covered bonds

May-22

Primary Secondary Primary  Secondary
Holdings in EURm 0 0 1.298 4.769
Share 0,0% 0,0% 21,4% 78,6%

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

Asset-backed
Securities

NORD/LB

5.862 1.644.247 1.696.489
4.352 1.644.230 1.696.474
-1.510 -17 -14

m Asset Backed Securities
Covered Bonds

= Corporate Bonds
Commercial Paper

= Public Sector Securities

96,9%

Share of primary and secondary market holdings

Covered Corporate  Commercial Public Sector
Bonds Bonds Papers Securities
M Primary ~ Secondary

Corporate bonds Commercial paper

Primary  Secondary Primary  Secondary
15.332 26.493 4.353 0
36,7% 63,3% 100,0% 0,0%
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Breakdown of public sector securities under the PEPP

Adj. Deviations Current WAM of eligible

Jurisdiction (:,oéﬂ;f:) distribution :hE;‘Z from the adj. WAM3 universe? I?il:‘fe;ear::)e
key?! distribution key? (in years) (in years) ¥
AT 44.280 2,6% 2,7% 0,0% 7,8 7,3 0,5
BE 57.052 3,3% 3,4% 0,1% 6,5 8,9 -2,4
cy 2.464 0,2% 0,1% 0,0% 9,0 8,3 0,7
DE 412.492 23,7% 24,8% 1,0% 6,4 6,8 -0,4
EE 256 0,3% 0,0% -0,2% 8,0 6,5 1,6
ES 190.463 10,7% 11,4% 0,7% 7,6 7,5 0,1
FI 26.918 1,7% 1,6% 0,0% 7,2 7,8 -0,6
FR 298.979 18,4% 17,9% -0,4% 8,1 7,8 0,2
GR 38.677 2,2% 2,3% 0,1% 8,6 9,7 -1,0
IE 25.832 1,5% 1,6% 0,0% 9,0 9,2 -0,2
IT 279.302 15,3% 16,8% 1,5% 7,2 7,0 0,2
LT 3.216 0,5% 0,2% -0,3% 10,1 9,6 0,5
LU 1.853 0,3% 0,1% -0,2% 6,3 7,2 -0,9
Lv 1.890 0,4% 0,1% -0,2% 8,6 8,5 0,1
MT 609 0,1% 0,0% -0,1% 10,9 9,1 1,8
NL 86.124 5,3% 5,2% -0,1% 7,7 8,6 -0,9
PT 34.802 2,1% 2,1% 0,0% 6,8 7,1 -0,3
Sl 6.532 0,4% 0,4% 0,0% 9,2 9,2 0,0
SK 7.966 1,0% 0,5% -0,6% 8,8 8,3 0,5
SNAT 145.953 10,0% 8,8% -1,2% 10,4 8,5 1,9
Total / Avg. 1.665.660 100,0% 100,0% 0,0% 7,6 7,6 0,0
Distribution of public sector assets by jurisdiction Deviations from the adjusted distribution key
450 25%
400
20%
350
£ 300 15%
2
£
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w
o

SNAT I

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 Current WAM of public sector securities holdings under the PEPP * WAM of eligible universe of public sector securities holdings under the PEPP
Source: ECB, Bloomberg, NORD/LB Markets Strategy & Floor Research
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Aggregated purchase activity under APP and PEPP

Holdings (in EURm)

APP
Apr-22 3.218.441
May-22 3.248.674
A +30,233

Monthly net purchases (in EURm)
120.000

100.000
80.000
60.000

40.000

o

Jun-21 Jul-21  Aug-21  Sep-21  Oct-21

> 100.808 109.154 81.799 94.710 90.872
PEPP 80.168 87.557 65.050 75.051 67.855
EHAPP  20.640 21.597 16.749 19.659 23.017

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

124,6; 13,3%

EUR benchmark volume by country (in EURbn)
30,0; 3,2%

228,8; 24,4% = FR
DE
30,2;3,2% =CA
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I
L€ 39
49,4; 5,3% 7 "
u AT
49,7;5,3% = AU
167,8; 17,9%
s Fl
67,4;,7,2% = Others

72,7;7,8% 76,7; 8,2%

Top-10 jurisdictions

Rank Countr Amount outst. No. of There of
Y (EURbN) BMKs ESG BMKs
1 FR 228,8 220 14
2 DE 167,8 243 20
3 CA 76,7 60 0
4 ES 72,7 59 5
5 NL 67,4 69 1
6 IT 49,7 60 2
7 NO 49,4 58 9
8 AT 39,0 71 3
9 AU 30,2 31 0
10 Fl 30,0 32 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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8,2% m France
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9,2% Nordics
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22,1% = CEE

13,5%

Avg. Avg. initial Avg. mod.
. . . . Avg. coupon
issue size maturity Duration (in %)
(EURbN) (in years) (in years) ?
0,94 10,0 5,5 0,83
0,63 8,4 4,6 0,47
1,24 59 3,2 0,28
1,12 11,7 3,7 1,73
0,91 11,5 7,5 0,79
0,80 9,2 4,1 1,27
0,85 7,5 4,0 0,40
0,55 9,3 5,9 0,65
0,97 8,2 3,9 0,88
0,94 7,7 3,7 0,40
EUR benchmark issue volume by year
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EUR benchmark maturities by month
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EUR benchmark maturities by year
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Spread development by country Covered bond performance (Total return)
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Spread overview?

NORD/LB
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Charts & Figures
SSA/Public Issuers
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Top 10 countries (bmk)
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Appendix
Overview of latest Covered Bond & SSA View editions

Publication Topics

21/2022 ¢ 22 June ®  Focus on ESG covered bonds: BayernLB’s “green rail” public sector Pfandbrief
®  Stability Council convenes for 25th meeting

20/2022 ¢ 15 June ®  Covered bond jurisdictions in focus: a look at Australia and New Zealand
®  NGEU: Green Bond Dashboard

19/2022 ¢ 01 June ®  ECB: 3, 2, 1 - lift-off! Decisive June, active summer ahead

®  The covered bond universe of Moody’s: an overview
®  ECB Financial Stability Review identifies increasing risks in the eurozone: a brief overview of covered

bonds
18/2022 ¢ 25 May " Transparency requirements §28 PfandBG Q1 2022
" ESG: EUR-benchmarks 2022 in the SSA segment (ytd)
17/2022 ¢ 18 May " Development of the German property market
®  The SSA market in 2022 a review of the first four months
16/2022 ¢ 11 May "  Focus on covered bond jurisdictions: a look at Austria
®  Update on DEUSTD - Joint German cities (bond No. 1)
15/2022 ¢ 04 May ®  Focus on covered bond jurisdictions: Spotlight on Sweden
" ESG covered bonds from Germany: DKB issues social Pfandbrief in the form of a “Berlin Social Housing
Bond”

" |ssuer Guide SSA 2022: The Spanish agency market
14/2022 ¢ 13 April "  First ECB meeting after the end of the PEPP: (Not) a non-event!?
"  PEPP reporting: (Not) an obituary
13/2022 ¢ 06 April ®  ECB adjusts order behaviour in time for the new quarter
®  United Kingdom: spotlight on the EUR benchmark segment
"  |ssuer Guide SSA 2022: the Nordic agency market
12/2022 ¢ 30 March ®  Anoverview of the market for ESG covered bonds
" |ssuer 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)

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-11123?cHash=7e3af03c665bdf455eb7c8b6a8e49bbb
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11106?cHash=717e9b37be1d97ba25d2cf66a49ccab5
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11081?cHash=11d231bb5e30d73ee0627915f09839dd
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11070?cHash=a1f6a02ae0a8bbdff63d3e62d8724c49
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11059?cHash=d73a0ac0c368ba58036a7fe7f7845f36
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-11029?cHash=a66b0622062a21aa5f36dcf83c0982b0
https://www.nordlb.com/my-nord/lb-portals/download/research-document-10994?cHash=911b93269d4d6d70241591cda063d297
https://www.nordlb.com/my-nord/lb-portals/download/research-document-10983?cHash=af8547b27ae71832cb810475a315d562
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
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

Beyond Bundeslaender: Greater Paris (IDF/VDP)

Spotlight on Belgian regions

Spotlight on Spanish regions

Fixed Income Specials:

ESG-Update 2022

ECB ready for lift-off: Every journey starts with a first step

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

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-11064?cHash=94c142bdce9b76e1f1334e0a6bd843d9
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-10883?cHash=5fe1a20dc067f905544dcb83ccb52141
https://www.nordlb.com/my-nord/lb-portals/download/research-document-10667?cHash=74e5c4e121091f9cfa6f9f96087a4b23
https://www.nordlb.com/my-nord/lb-portals/download/research-document-10593?cHash=89608a6d00755e5a3f7581f35f130ede
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-11094?cHash=1e094cbc347e9ece876c827583da2984
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

+49 172 425 2877
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 Fl +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 9818-9650


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), SonnemannstraBBe 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 rele-
vant 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
represents a marketing communication for your general information within the meaning of Art. 36 (2) of this Regulation. Against this background,
NORD/LB expressly points out that this information has not been prepared in accordance with legal provisions promoting the independence of investment
research and is not subject to any prohibition of trading following the dissemination of investment research. Likewise, this information does not constitute
an investment recommendation or investment strategy recommendation within the meaning of the Market Abuse Regulation (EU) No. 596/2014.

This report and the information contained herein have been compiled and are provided exclusively for information purposes. The present information is not
intended as an investment incentive. It is provided for the Recipient’s personal information, subject to the express understanding, which shall be acknowl-
edged by the Recipient, that it does not constitute any direct or indirect offer, recommendation, solicitation to purchase, hold or sell or to subscribe for 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. For the preparation of this infor-
mation, NORD/LB uses issuer-specific financial data providers, own estimates, company information and public media. 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
information or any statements or opinions set forth in the present Report (irrespective of whether such losses are incurred due to any negligence on the part
of these persons or otherwise).

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 provide an indication of its future performance.

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

Moreover, the present report in whole or in part is not a sales or other prospectus. Accordingly, the information contained herein merely constitutes an
overview 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 finan-
cial 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 applica-
ble 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 bind-
ing. Furthermore, any potential investment decision should be made exclusively on the basis of such (financing) documentation. The present information
cannot replace personal advice. Before making an investment decision, each Recipient should consult an independent investment adviser for individual
investment advice with respect to the appropriateness of an investment in financial instruments or investment strategies subject to this information as well
as for other and more recent information on certain investment opportunities.

Each of the financial instruments referred to herein may involve substantial risks, including capital, interest, index, currency and credit risks in addition to
political, 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.
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NORD/LB and its affiliated companies may participate in transactions involving the financial instruments described in the present information or their under-
lying 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 con-
cluded 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
contained 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
AUSTRALIAN 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
investors 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.

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
construed 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
thereto, 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
reliance 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.
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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 re-
sults. 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 transac-
tions 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 in-
vestment advice with respect to the financial investment products described herein.

Additional information for Recipients in Luxembourg:
Under no circumstances shall the present information constitute an offer to purchase or issue or the solicitation to submit an offer to buy or subscribe for
financial instruments and financial services in Luxembourg.

Additional information for Recipients in New Zealand:
NORD/LB is not a bank registered in New Zealand. This information is for general information only. It does not take into account the Recipient's financial
situation 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 re-
port, 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 information 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 per-
son or investor in any jurisdiction where such action is wholly or partially subject to legal restrictions or where such action would require additional prospec-
tuses, 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
January 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.
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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 situa-
tion at the date of publication 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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