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Market overview 
Covered Bonds 
Authors: Melanie Kiene, CIIA // Dr Frederik Kunze // Stefan Rahaus 

 

 Primary market: on summer break? 
 
 

Lƴ ǘƻŘŀȅΩǎ ŜŘƛǘƛƻƴ ƻŦ ƻǳǊ ǿŜŜƪƭȅ ǇǳōƭƛŎŀǘƛƻƴΣ ǿŜ ǿƛƭƭ ƭƻƻƪ ōŀŎƪ ŀǘ ǘƘŜ Ǉŀǎǘ ǎƛȄ ƳƻƴǘƘǎ ƛƴ ǘƘŜ 
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 Niederösterreich. 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 Niederösterreich 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 
ŦƻǊ ǘƘŜ ƴŜǿ 9ǳǊƻǇŜŀƴ ƭŜƎŀƭ ǊŜǉǳƛǊŜƳŜƴǘǎ ǘƘƛǎ ȅŜŀǊ όǘƘŜ άƻƭŘέ ƭŀǿǎ ƻƴƭȅ ŀǇǇƭȅ ǳƴǘƛƭ т WǳƭȅύΣ 
the window is quite narrow, at least for issuers with EEA relevance.  

Issuer Country Timing ISIN Maturity  Size Spread Rating ESG 

RLB Niederösterreich AT 28.06. XS2498470116 3.5y 0.75bn ms +15bp - / Aaa / - - 

Deutsche Bank DE 27.06. DE000DL19WV6 15.0y 0.80bn ms +26bp - / Aaa / - - 

PKO Bank PL 27.06. XS2495085784 2.9y 0.50bn ms +36bp - / Aa1 / - X 

HCOB DE 23.06. DE000HCB0BN7 5.0y 0.50bn ms +12bp - / Aa1 / - - 

Mediobanca IT 23.06. IT0005499543 5.0y 0.50bn ms +43bp AA / - / - - 

Source: BlƻƻƳōŜǊƎΣ bhw5κ[. aŀǊƪŜǘǎ {ǘǊŀǘŜƎȅ ϧ CƭƻƻǊ wŜǎŜŀǊŎƘΣ όwŀǘƛƴƎΥ CƛǘŎƘ κ aƻƻŘȅΩǎ κ {ϧtύ 
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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 
ǎƻƳōǊŜ ǊŜŀŘƛƴƎΥ ά¢ƘŜ ŦƻŎǳǎ ƛƴ ǘƘŜ ǊŜŀƭ ŜǎǘŀǘŜ ǎŜŎǘƻǊ ƛǎ ŀōƻǾŜ ŀƭƭ on the availability of mate-
Ǌƛŀƭǎ ŀƴŘ ƭŀōƻǳǊ ŀǎ ǿŜƭƭ ŀǎ ǘƘŜ ŎƻƴǎŜǉǳŜƴŎŜǎ ŦƻǊ ǘƘŜ ǊŜŀƭ ŜŎƻƴƻƳȅΦ /ƘƛƴŀΩǎ ƻƴƎƻƛƴƎ Ψ½ŜǊƻ 
/ƻǾƛŘΩ ǎǘǊŀǘŜƎȅ ƳŜŀƴǎ ƴƻ ǎƘƻǊǘ-ǘŜǊƳ ŜŀǎƛƴƎ ƛƴ ǘƘŜ ƳŀǊƪŜǘǎ ƛǎ ƛƴ ǎƛƎƘǘΦέ 

 ά/ƻǎǘ ƻŦ ƭƛǾƛƴƎ ŎǊƛǎƛǎέΥ {ϧt Ǉǳǘǎ ǎǇƻǘƭƛƎƘǘ ƻƴ ƛƳǇŀŎǘ ƻŦ ŎǳǊǊŜƴǘ price hikes 
 !ǎ ǇŀǊǘ ƻŦ ŀ ǊŜŎŜƴǘ ǎŜŎǘƻǊ ǊŜǇƻǊǘΣ {ϧtΩǎ ǊŀǘƛƴƎ ŜȄǇŜǊǘǎ ŦƻŎǳǎŜŘ ƻƴ ǘƘŜ ŎƻƴǎŜǉǳŜƴŎŜǎ ƻŦ ǘƘŜ 

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-
ŎƭǳŘƛƴƎ aƻƻŘȅΩǎ ŀƴŘ CƛǘŎƘύΣ ƛƴ ǿƘƛŎƘ ǊƛǎƛƴƎ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎ ŀƴŘ ŀ ƘƛƎƘŜǊ Ŏƻǎǘ ƻŦ ƭƛǾƛƴƎ ŀǊŜ 
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 
 tYh .ŀƴƪ IƛǇƻǘŜŎȊƴȅ όtYhύ ǇƭŀŎŜŘ tƻƭŀƴŘΩǎ ŦƛǊǎǘ ƎǊŜŜƴ ŎƻǾŜǊŜŘ ōƻƴŘ ƛƴ 9¦w ōŜƴŎƘƳŀǊƪ 

format oƴ ǘƘŜ ƳŀǊƪŜǘ ŀǘ ǘƘŜ ōŜƎƛƴƴƛƴƎ ƻŦ ǘƘƛǎ ǿŜŜƪΣ ǿƘƛŎƘ ǿŀǎ ŀƭǎƻ ǘƘŜ tƻƭƛǎƘ ōŀƴƪΩǎ 
ŦƻǳǊǘƘ 9¦w ōŜƴŎƘƳŀǊƪ ƛǎǎǳŀƴŎŜΦ Lƴ ƭƛƴŜ ǿƛǘƘ ǘƘŜ DǊŜŜƴ .ƻƴŘ CǊŀƳŜǿƻǊƪΣ tYhΩǎ ŦƛƴŀƴŎƛƴƎ 
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-
ǘȅ ŀƴŘ άƎǊŜŜƴ ŦƻǊƳŀǘέΦ ¢Ƙƛǎ ǿŀǎ ŀƭǎƻ ǘƘŜ ŦƛǊǎǘ 9¦w ōŜƴŎƘƳŀǊƪ ǘǊŀƴǎŀŎǘƛƻƴ ŦƻǊ tYh ǎƛƴŎŜ 
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 ς 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 intendeŘ ŀƴŘ ǿŀǎ ŀƴ άŜŘƛǘƻǊƛŀƭ ƻǾŜǊǎƛƎƘǘέΦ CǳǊǘƘŜǊ ŀƳŜƴŘƳŜƴǘ ǘƻ 
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 
ƛǎǎǳŜǊ ƛƴ ǘƘŜ ŦǳǘǳǊŜΦ Lǘǎ ƭŜƴŘƛƴƎ ǎǘǊŀǘŜƎȅ ǿƛƭƭ ŀƭǎƻ ƴƻǘ ōŜ ŀƳŜƴŘŜŘΦ aƻƻŘȅΩǎ ǊŀǘƛƴƎ ŀƎŜƴŎȅ 
ǊŜǎǇƻƴŘŜŘ ǘƻ ǘƘŜ ŎƘŀƴƎŜ ƛƴ ƻǿƴŜǊǎƘƛǇ ŀƴŘ ŀǇǇƭƛŜŘ ŀƴ άǳƴŘŜǊ ǊŜǾƛŜǿέ ŦƻǊ ǇƻǎǎƛōƭŜ Řƻǿƴπ
grade to the issuer and senior rating outlook (Aa2). Fitch placed the issuer default rating on 
άwŀǘƛƴƎ ²ŀǘŎƘ bŜƎŀǘƛǾŜέ ŀƴŘ ŜƴǾƛǎŀƎŜǎ ŀ ŘƻǿƴƎǊŀŘŜ ŦǊƻƳ !Ҍ ǘƻ !-. 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 

 

 
NGEU: another EUR 50bn planned for H2 

 ¢ƘŜ 9¦Ωǎ Ǉƭŀƴǎ ŀƘŜŀŘ ƻŦ ǘƘŜ ǎŜŎƻƴŘ ƘŀƭŦ ƻŦ нлнн ǿŜǊŜ ǘƘŜ ǎǳōƧŜŎǘ ƻŦ ŀ ƎǊŜŀǘ ŘŜŀƭ ƻŦ ŀǘǘŜƴπ
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 ς SURE and MFA ς 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 
ƘƛƎƘŜǊ ǘƘŀƴ άƻƴƭȅέ 9¦w рлōƴΦ 

Time window for... Χ bD9¦ ōƻƴŘ ƛǎǎǳŀƴŎŜǎ Χ bD9¦ ōƻƴŘ ƛǎǎǳŀƴŎŜǎ 

 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 ң 

 EFSF 16.5 19.5 20.0 56.0 

 ESM 8.0 8.0 8.0 24.0 

 ң 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 

 ¢ƘŜ !ttΩǎ ƭŀǎǘ ǊƛǘŜǎ ƘŀǾŜ ōŜŜƴ ǊŜŀŘ ŀƴŘ ƴŜǘ ǇǳǊŎƘŀǎŜǎ ǳƴŘŜǊ ǘƘŜ !ǎǎŜǘ tǳǊŎƘŀǎŜ tǊƻgram 
(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. 
¢Ƙƛǎ ƛǎ ŜȄŀŎǘƭȅ Ƙƻǿ άǎŜǉǳŜƴŎƛƴƎέ ƛǎ ŘŜŦƛƴŜŘΥ ƻƴƭȅ ŀŦǘŜǊ ǘƘŜ ŜƴŘ ƻŦ ǘhe 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 ς and therefore also on a monthly basis 
in the future. 

 
Three pulls on the same day ς 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 ς 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), 
2ŜǎƪŞ ŘǊłƘȅ όƛƴŀǳƎǳǊŀƭ ƎǊŜŜƴ ŘŜŀƭ ŀǘ Ƴǎ ҌнтрōǇ ŀǊŜŀύ ŀƴŘ ŀōƻǾŜ ŀƭƭ {!D9{{Φ CƻǊ ƳƻǊŜ 
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. 
{ƘŀǊŜǎ Ƴŀȅ ƻƴƭȅ ōŜ ǘǊŀƴǎŦŜǊǊŜŘ ǿƛǘƘ ǘƘŜ ƎƻǾŜǊƴƳŜƴǘΩǎ ŀǇǇǊƻǾŀƭΦ 
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Primary market 

 Lƴ ǘƻŘŀȅΩǎ {{! ŀǊǘƛŎƭŜΣ ǿŜ ǘŀƪŜ ŀ ƭƻƻƪ ōŀŎƪ ŀǘ ŀ 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 Île-
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 
ŦƻǊ ŀ ƎǊŜŜƴ ōƻƴŘ άƳŀŘŜ ōȅ YŦ²έΦ ¢ƘŜ ƛǎǎǳŜǊ ƛǘǎŜƭŦ ŎŀƭŎǳƭŀǘŜŘ ŀ ƴŜǿ ƛǎǎǳŜ ǇǊŜƳƛǳƳ ƻŦ пōǇΦ 
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 
ǘǊŀŘƛƴƎ Řŀȅǎ ƭŜŀŘƛƴƎ ǳǇ ǘƻ ǘƘŜ ŘŜŀƭΦ bŜȄǘ ǿŜŜƪΣ ǿŜ ŀǊŜ ŜȄǇŜŎǘƛƴƎ ŀƴ ǳǇŘŀǘŜ ƻƴ YŦ²Ωǎ ŦǳƴŘπ
ing figurŜǎ ŦƻǊ нлннΦ 9ǾŜƴ ōŜŦƻǊŜ tǳǘƛƴΩǎ ǿŀǊ ƻŦ ŀƎƎǊŜǎǎƛƻƴ ƛƴ ¦ƪǊŀƛƴŜΣ ŀ ǘƻǘŀƭ ƻŦ 9¦w ул-
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). 

Issuer Country Timing ISIN Maturity  Size Spread Rating ESG 
RENTEN DE 04.07. XS2500341990 10.0y 1.00bn ms -11bp AAA / Aaa / AAA X 
KFW DE 27.06. XS2498154207 7.3y 4.00bn ms -16bp - / Aaa / AAA X 
HESSEN DE 27.06. DE000A1RQEE0 5.0y 1.125bn ms -16bp - / - / AA+ - 
OSEOFI FR 27.06. FR001400BB83 5.4y 1.25bn ms -10bp AA / Aa2 / - X 

{ƻǳǊŎŜΥ .ƭƻƻƳōŜǊƎΣ bhw5κ[. aŀǊƪŜǘǎ {ǘǊŀǘŜƎȅ ϧ CƭƻƻǊ wŜǎŜŀǊŎƘ όwŀǘƛƴƎΥ CƛǘŎƘ κ aƻƻŘȅΩǎ κ {ϧtύ 
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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-
Ŝƴǘ ǇƛŎǘǳǊŜ ǘƻ ǘƘŜ άƭŜŀƴŜǊέ ȅŜŀǊǎ ƻŦ нлнл ŀƴŘ нлнмΦ !ŦǘŜǊ ǘƘŜ ǊŜǾƛŜǿΣ ǿŜ ƳƻǾŜ ƻƴ ǘƻ ƻǳǊ 
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 benchmarks: issue trend 

 

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

 tǊƛƳŀǊȅ ƳŀǊƪŜǘ нлннΥ ǊǳƴƴƛƴƎ ŀƴŘ ǊǳƴƴƛƴƎΧ  
 {ƻƳŜǘƛƳŜǎ ƛǘΩǎ ŜƴƻǳƎƘ ǘƻ ƭŜǘ ǘƘŜ ƴǳƳōŜǊǎ 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.  
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 ²Ƙŀǘ ŘƛŘƴΩǘ ǿŜ ŜȄǇŜŎǘΚ ²Ƙŀǘ ǎƘƻǳƭŘ ǿŜ ƘŀǾŜ ōŜŜƴ ŜȄǇŜŎǘƛƴƎΚ 
 ¢ƘŜǊŜΩǎ ƴƻ ǉǳŜǎǘƛƻƴ ǘƘŀǘ ƛǎǎǳŀƴŎŜ ōŜƘŀǾƛƻǳǊ ƛƴ ǘƘŜ ǇǊŜŎŜŘing 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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Source: Market data, Bloomberg, NORD/LB Markets Strategy & Floor Research 

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 
ŦƻŎǳǎŜǎ ƻƴ ŦǳƴŘƛƴƎ ǇǳōƭƛŎ ǘǊŀƴǎǇƻǊǘΣ ƛǎ ōŀŎƪŜŘ ōȅ ǘƘŜ ōŀƴƪΩǎ ǇǳōƭƛŎ ǎŜŎǘƻǊ ŎƻǾŜǊ ǇƻƻƭΦ !ǳǎπ
ǘǊƛŀΩǎ ¦ƴƛ/ǊŜŘƛǘ .ŀƴƪ !ǳǎǘǊƛŀ ƳŀŘŜ ƛǘǎ ŘŜōǳǘ ǿƛǘƘ ŀ ƎǊŜŜƴ ōŜƴŎƘƳŀǊƪΣ ǿƘƛƭŜ .ŜǊƭƛƴIȅǇ ό59ύ 
made its fƛǊǎǘ ŀǇǇŜŀǊŀƴŎŜ ƛƴ ǘƘŜ ōŜƴŎƘƳŀǊƪ ǎŜƎƳŜƴǘ ǿƛǘƘ ŀ ǎƻŎƛŀƭ ŎƻǾŜǊŜŘ ōƻƴŘΦ LǘŀƭȅΩǎ 
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 

 

Trend in new issue premiums  
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Source: Market data, Bloomberg, NORD/LB Markets Strategy & Floor Research 

 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 (5y; generic) 

 

EUR BMK: spread trend (7y; generic) 
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Source: Bloomberg, NORD/LB Markets Strategy & Floor Research 



14 / Covered Bond & SSA View § 6 July 2022  
 

 

 
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 
ƻŦ άŦǊŜŜ Ŧƭƻŀǘέ ǘƻ ƛƴŎǊŜŀǎŜ ƛƴ ǘƘŜ ŎƻƳƛƴƎ Ƴƻnths and quarters. We consider covered bond 
issues that are not held by either the Eurosystem under the CBPP3 or lodged as collateral 
ǿƛǘƘ ǘƘŜ 9/. ŀǎ ŦǊŜŜ ŦƭƻŀǘΦ ¢ƘŜ ǊƛǎŜ ƛƴ άƻǿƴ ǳǎŜέ ŎƻǾŜǊŜŘ ōƻƴŘǎ ƛƴ ǘƘŜ ¦ǎŜ ƻŦ /ƻƭƭŀǘŜǊŀƭ 
category is due to the TLTRO III 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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 tǊƛƳŀǊȅ ƳŀǊƪŜǘ ƻǳǘƭƻƻƪΥ ōǊŜŀǘƘŜǊ ƛƴ ǎŜŎƻƴŘ ƘŀƭŦ ƻŦ ȅŜŀǊΧ  
 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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 ΧŀƴŘ ǇƻǘŜƴǘƛŀƭ ƎŀƳŜ ŎƘŀƴƎŜǊΚ 
 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 III 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 

AU 

BE 

CA 

CH 

CZ 

DE 

DK 

EE 

ES 

FI 

FR 

GB 

GR 

HU 

IE 

IT 

JP 

KR 

LU 

NL 

NO 

NZ 

PL 

PT 

SE 

SG 

SK 

39.0 

30.2 

17.3 

76.7 

0.0 

0.5 

168.1 

5.0 

1.0 

72.7 

30.0 

228.8 

28.1 

0.5 

0.0 

1.8 

49.7 

4.9 

6.7 

1.5 

67.4 

49.4 

9.2 

2.0 

3.8 

29.8 

7.8 

4.5 

8.5 

6.4 

1.5 

20.7 

- 

- 

21.8 

- 

0.5 

1.5 

3.0 

26.8 

2.8 

- 

- 

- 

3.3 

- 

1.1 

- 

7.0 

4.3 

1.5 

0.5 

- 

4.3 

1.5 

1.0 

3.0 

7.5 

2.8 

8.0 

1.3 

0.0 

21.1 

2.5 

0.0 

13.7 

4.8 

30.8 

8.3 

0.0 

0.0 

1.8 

7.8 

0.0 

0.0 

0.0 

5.3 

8.0 

1.8 

0.6 

2.8 

5.0 

1.5 

0.0 

 8.5 

8.5 

2.5 

23.0 

0.0 

0.5 

26.0 

1.5 

0.5 

4.0 

6.0 

32.0 

4.5 

0.0 

0.5 

0.0 

5.5 

1.5 

2.0 

0.0 

8.0 

7.0 

2.5 

0.5 

0.0 

6.0 

3.0 

2.0 

5.5 

1.0 

-0.3 

15.0 

-1.3 

0.5 

4.9 

-1.0 

0.5 

-9.7 

1.3 

1.2 

-3.8 

0.0 

0.5 

-1.8 

-2.3 

1.5 

2.0 

0.0 

2.8 

-1.0 

0.8 

-0.1 

-2.8 

1.0 

1.5 

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 III 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. 
¢ƘŜ ŎƻǾŜǊŜŘ ōƻƴŘ ƳŀǊƪŜǘ ƭƛǾŜŘ ǳǇ ǘƻ ƛǘǎ άŎǊƛǎƛǎ-ǊŜǎƛƭƛŜƴǘέ ǊŜǇǳǘŀǘƛƻƴ ŀƴŘ ǘƘŜ ƛǎǎǳŀƴŎŜ Ǿƻƭπ
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 ς 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 ς supranationals, sub-sovereigns and agencies, i.e. excluding 
sovereigns ς (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 
ƛƴ άǎŀŦŜ ƘŀǾŜƴέ ōƻƴŘǎΦ bŜǘ 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 ς or aǊŜ ǿŜ ŀƭǊŜŀŘȅ ƛƴ ǘƘŜ άƴŜǿέ ƴƻǊƳŀƭΚ  

 
EUR benchmarks in EUR bn at mid-year of respective years versus order books* 
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Source: Bloomberg, NORD/LB Markets Strategy & Floor Research 

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 
 [ŜǘΩǎ ǎǘŀǊǘ ƻǳǊ ǊŜǾƛŜǿ ǿƛǘƘ ŀ ŎƻƳǇŀǊƛǎƻƴ ƻŦ ǘƘŜ ƛǎǎǳŜ ǾƻƭǳƳŜǎ ƻŦ ǊŜŎŜƴǘ ȅŜŀǊǎΥ ōȅ ǘƘŜ ŜƴŘ 

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 ς 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 

 Issuer 
# benchmark 
transactions 

 Issuer 
EUR benchmarks  

(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? 

 [ŜǘΩǎ ǘŀƪŜ ŀ ŘŜǘŀƛƭŜŘ ƭƻƻƪ ŀǘ ōƻƴŘ ƛǎǎǳŀƴŎŜǎ ƛƴ DŜǊƳŀƴȅΦ hŦ ǘƘŜ άмтέ ŦŜŘŜǊŀƭ ǎǘŀǘŜǎ όƛƴπ
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 ς which are not least buoyant due to inflation ς 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. 
Lƴ ǘƘƛǎ ǎŜƎƳŜƴǘΣ CǊŀƴŎŜΩǎ /!59{ όƴŀǘǳǊŀƭƭȅύ ǎǘŀƴds 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 ς 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 
9¦ ŀŎŎƻǳƴǘǎ ŦƻǊ ǘƘŜ ƭƛƻƴΩǎ ǎƘŀǊŜ ƘŜǊŜΣ ǿƛǘƘ Ƨǳǎǘ ǳƴŘŜǊ 9¦w ноōƴΦ  

 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 
ŎƘŀƭƭŜƴƎŜǎ ƛƴ ǘƘŜ ŦŀŎŜ ƻŦ wǳǎǎƛŀΩǎ ǿŀǊ ƻŦ ŀƎƎǊŜǎǎƛƻƴ ƛƴ ¦ƪǊŀƛƴŜΦ ¢Ƙƛǎ ƛǎ ŀƭǎƻ ǊŜŦƭŜŎǘŜŘ ƛƴ ǘƘŜ 
ǇǊƛƳŀǊȅ ƳŀǊƪŜǘΥ DŜǊƳŀƴ [ŀŜƴŘŜǊ ŀǊŜ ŦƛƴŘƛƴƎ ǘƘŜƛǊ ǿŀȅ ōŀŎƪ ǘƻ άƴƻǊƳŀƭƛǘȅέΣ ōǳǘ ǎƻme 
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 ǘƻŘŀȅΩǎ ǇǊƛƳŀǊȅ ƳŀǊƪŜǘ ǎŜŎǘƛƻƴ, 
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


21 / Covered Bond & SSA View § 6 July 2022  
 

 

ECB tracker 

Asset Purchase Programme (APP) 

 ABSPP CBPP3 CSPP PSPP APP 

Apr-22 26.603 296.924 336.066 2.558.848 3.218.441 

May-22 25.780 300.171 341.432 2.581.291 3.248.674 

ɲ -823 +3,247 +5,366 +22,443 +30,233 
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Monthly net purchases (in EURm) 

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

APP 20.640 21.597 16.749 19.659 23.017 21.200 16.596 18.838 20.698 21.929 39.397 30.233 270.553

PSPP 13.320 13.943 13.563 12.423 15.038 14.815 12.989 17.292 12.095 14.172 33.238 22.443 195.331

CSPP 5.602 5.502 3.936 5.590 5.481 5.142 3.007 6.970 6.272 8.042 5.461 5.366 66.371

CBPP3 2.037 2.011 999 2.184 1.008 -12 942 -3.761 2.376 -606 1.074 3.247 11.499

ABSPP -319 141 -1.749 -538 1.490 1.255 -342 -1.663 -45 321 -376 -823 -2.648
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Source: ECB, NORD/LB Markets Strategy & Floor Research  
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Portfolio development Distribution of monthly purchases 
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Expected monthly redemptions (in EURm) 

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

May-23
2021 2022

Jan-23 -

May-23

APP 16.722 26.013 7.685 44.565 36.969 18.879 15.832 29.308 22.459 42.437 30.038 35.798 326.705 247.069 298.690 160.040

PSPP 12.638 22.415 4.841 34.354 33.927 14.669 12.016 19.469 13.656 32.033 23.521 30.548 254.087 188.494 228.527 119.227

CSPP 1.491 978 96 2.684 674 1.557 1.416 2.902 2.158 4.101 2.361 2.566 22.984 17.134 17.326 14.088

CBPP3 1.582 1.629 2.227 6.873 1.651 2.167 1.485 4.786 5.957 5.631 2.917 1.872 38.777 30.143 41.242 21.163

ABSPP 1.011 991 521 654 717 486 915 2.151 688 672 1.239 812 10.857 11.298 11.595 5.562
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 Source: ECB, Bloomberg, NORD/LB Markets Strategy & Floor Research  
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Covered Bond Purchase Programme 3 (CBPP3) 

Weekly purchases Development of CBPP3 volume 
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Primary and secondary market holdings Change of primary and secondary market holdings 
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24 / Covered Bond & SSA View § 6 July 2022  
 

 

Public Sector Purchase Programme (PSPP) 

Weekly purchases Development of PSPP volume 
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Overall distribution of PSPP buying at month-end 

Jurisdiction 
Adjusted 

distribution 
key1 

Holdings 
(EURm) 

Expected 
holdings 
(EURm)2 

Difference 
(EURm) 

Current WAM 
of portfolio3 

(in years) 

WAM of  
eligible universe4 

(in years) 

Difference 
(in years) 

AT 

BE 

CY 

DE 

EE 

ES 

FI 

FR 

GR 

IE 

IT 

LT 

LU 

LV 

MT 

NL 

PT 

SI 

SK 

SNAT 

2,7% 

3,4% 

0,2% 

24,3% 

0,3% 

11,0% 

1,7% 

18,8% 

0,0% 

1,6% 

15,7% 

0,5% 

0,3% 

0,4% 

0,1% 

5,4% 

2,2% 

0,4% 

1,1% 

10,0% 

76.789 

94.131 

4.199 

666.481 

438 

312.269 

43.170 

526.667 

0 

41.978 

447.877 

5.791 

3.719 

3.751 

1.403 

131.267 

54.508 

10.694 

18.022 

287.194 

73.747 

91.796 

5.422 

664.213 

7.098 

300.456 

46.282 

514.618 

0 

42.667 

428.048 

14.583 

8.300 

9.818 

2.643 

147.661 

58.972 

12.132 

28.856 

273.035 

3.042 

2.335 

-1.223 

2.268 

-6.660 

11.813 

-3.112 

12.049 

0 

-689 

19.829 

-8.792 

-4.581 

-6.067 

-1.240 

-16.394 

-4.464 

-1.438 

-10.834 

14.159 

7,3 

7,5 

8,5 

6,7 

8,1 

8,0 

7,9 

6,9 

0,0 

8,4 

7,2 

10,6 

5,8 

9,5 

11,1 

7,7 

7,5 

9,7 

8,1 

8,2 

8,1 

9,9 

8,9 

8,0 

8,1 

8,2 

8,9 

8,4 

0,0 

10,1 

7,8 

10,4 

6,1 

9,4 

9,8 

9,3 

7,9 

9,9 

8,8 

9,4 

-0,8 

-2,4 

-0,5 

-1,3 

0,0 

-0,2 

-1,0 

-1,5 

0,0 

-1,7 

-0,7 

0,1 

-0,3 

0,1 

1,3 

-1,6 

-0,4 

-0,2 

-0,7 

-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) 

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

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

Holdings (in EURm) Invested share of PEPP envelope (in EURbn) 

 PEPP 

 

Apr-22 1.718.071 

May-22 1.718.061 

ɲ (net purchases) -10 

Monthly net purchases (in EURm) 

 
Weekly purchases Development of PEPP volume 

 
 

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
































