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Market overview
Covered Bonds

Authors: Dr Frederik Kunze // Lukas Kiihne

Issuer

Primary market: pre-Christmas calm gives us the chance to look ahead to 2024

It seems as though primary market issuance activity is now done and dusted for 2023 after
there was again nothing in the way of new deals to report on last week. In all likelihood, a
new issue volume of EUR 187.7bn for the calendar year 2023 will therefore be recorded.
Given this period of pre-Christmas calm on the primary market, we intend to use this pre-
sent edition of our weekly publication to look ahead to the covered bond market in the
coming year 2024 together with you today. To this end, in the paragraphs below, we have
briefly summarized the outlooks presented by the three major rating agencies S&P, Fitch
and Moody’s, in addition to going into greater detail with regard to our assessments and
expectations for the covered bond market in 2024 as part of this week’s focus article. In
particular, the anticipated volume of new issuances, projected net supply and spread ex-
pectations form the core elements of our outlook. On balance, we expect net new supply
to rise, with a slightly lower overall new issue volume. From our perspective, the start of
the new year is likely to bring with it a similarly high level of activity as in 2023. It will be
interesting to see if and when issuers start to approach investors again with longer terms,
or whether the deals in the EUR benchmark segment will, generally speaking, continue to
be limited to terms of five years maximum. All in all, we expect 2024 to be a pretty exciting
year in terms of issuance activity — albeit one that will certainly have a few surprises up its
sleeve. At this point, we would just like to thank all our readers for your interest in our
publications. In the coming year, we hope to again offer you useful added value in our
efforts to support your daily work. Please feel free to get in touch with any suggestions,
feedback or questions that you may have. As the current year comes to a close, we wish
you and your families a peaceful and relaxing Christmas break, as well as a healthy and
successful 2024.

Country  Timing ISIN Maturity  Size Spread Rating ESG

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

vdp reports on the publication of the Green Bond Standard...

Last week, the Association of German Pfandbrief Banks (vdp) reported on the publication
of the regulation governing the Green Bond Standard (EU GBS) in the Official Journal of the
European Union (EU), which will apply from 21 December 2024. With the introduction of
this voluntary standard, the EU is seeking to improve the comparability of different types
of sustainable bonds and strengthen the market for green bonds. Covered bonds that
comply with the requirements of the Green Bond Standard are also taxonomy compliant.
The use of the issue proceeds must correspond with the EU taxonomy within the flexibility
framework of 15% in order to be eligible to carry the EU GBS label and receive grandfa-
thering protection for seven years against revisions to the EU taxonomy. In addition, the
EU GBS regulation introduces a registration and supervisory framework for external asses-
sors of EU green bonds. Bonds carrying the EU GBS label can be issued from 21 December
2024 onwards.
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...and welcomes two new members

Also last week, the vdp announced that the Sparkasse Rhein-Nahe and Volksbank Freiburg
had successfully completed the application process to join the association. The two banks
will become official members of the vdp with effect from the start of the new year. There-
fore, according to information from the vdp itself, the association now comprises just un-
der 50 banks from across the lending sector and is not exclusively limited to Germany ei-
ther. Overall, the member banks account for around 96% of the current Pfandbriefe in
circulation.

Moody’s I: the UK banking system

The ratings experts at Moody’s have provided an overview of the UK banking system as
part of a recently published Sector Update. The UK banking sector primarily comprises
banks and building societies. Approximately 64% of all assets are held by the five largest
banks and the largest building society, meaning that, from the perspective of the Moody’s
experts, the UK banking system is moderately concentrated. However, the market domi-
nance of larger banks is increasingly being challenged by fintechs, specialized lenders and
ring-fenced banks, among other institutions. The rating agency notes that some ring-
fenced banks are using their excess liquidity to increase market shares in areas such as
mortgage lending and commercial real estate financing. While absolute lending volumes to
domestic retail customers continue to rise, the value in relation to the GDP has been on
the slide again since hitting a peak in 2020, but remains high compared with other devel-
oped economies. Moody’s puts this development down to the high levels of household
debt. In terms of their funding, British banks predominantly rely on deposits, with the larg-
est share attributable to deposits from the domestic private sector. The deposit side is
supplemented by a share of capital market-based financing instruments, including covered
bonds, which has remained stable over the past five years. In the EUR benchmark segment
that we cover, there are currently nine active issuers in the UK with an outstanding volume
of EUR 25.4bn.

Fitch I: French mortgage regulations remain largely unchanged

The decision from the French financial supervisory authority to maintain key regulations on
mortgage loans — with slight changes — will continue to support the quality of the loan port-
folios and cover pools of the country’s banks, according to the ratings experts at Fitch. The
regulations on the debt-to-income ratio (maximum 35%), the limitation of the maximum
term of loans (25 years) and the exception to the term limit for a maximum of 20% of all
assets in the loan portfolio all remain in force. According to Fitch, the revisions largely re-
late to technical aspects exclusively. These include, among other aspects, shortening the
valuation period for assets in the loan portfolio that exceed the term limit of 25 years from
nine months to three months. Fitch does not expect updated lending standards in France
to adversely impact the lending activities of French banks. According to Fitch, significantly
longer loan terms, i.e. an increase in the maximum loan term, could have a negative impact
on the structural interest rate gap of French banks and increase the asset-liability mis-
match of French covered bonds. At present, the combination of a “simple” loan structure,
extremely long fixed interest rates and a conservative approach to lending is assessed as
credit positive by the rating experts.
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Banco BPM presents new strategy for 2024-2026

As 2023 comes to a close, it is not only NORD/LB that is looking ahead to the new year in
our Outlook 2024 article; Banco BPM has also presented its new strategy for the next three
years. As part of this, Banco BPM will strive to continue on the growth path seen in recent
years. In addition to the loan portfolio, sales and profitability should also continue to grow,
while at the same time strengthening the capital ratios. In order to achieve these goals, the
bank has identified seven elements that should contribute to this development. Among
other aspects, these include strengthening the asset management and life insurance seg-
ments, expanding its leading role among small and medium-sized enterprises (SMEs) that
support the green transition of the economy, and investments in technical innovations and
cybersecurity. The bank has also drawn up plans that seek to integrate additional ESG goals
into the sustainability strategy. To support these goals, Banco BPM successfully placed an
inaugural green covered bond in March 2022 and, according to information from the bank
itself, is the leading Italian issuer of green, social and sustainable bonds. At present, Banco
BPM has an outstanding volume of EUR 4.25bn in ESG bonds. Between 2024 and 2026, the
plan is for this volume to be increased to EUR 5.0bn. In general, the bank is planning to
issue secured bonds with a volume of EUR 3.8bn on the market by 2026, which may or may
not be allocated to the ESG segment. Overall, the bank has an outstanding volume of
covered bonds in the EUR benchmark segment totalling EUR 3.5bn. For more detailed
information on the bank, in particular with regard to the cover pool pertaining to its cov-
ered bond programme, please refer to the most recent edition of our Issuer Guide Covered
Bonds.

Moody’s Il: stable outlook for covered bonds in 2024

The rating experts at Moody’s also sought to provide an outlook for the covered bond mar-
ket in 2024 and, in so doing, reached the conclusion that the credit quality of covered
bonds will continue to be stable. Among other aspects, the experts refer in this regard to
the predominantly stable credit ratings of covered bond issuers as well as the predomi-
nantly stable sovereign ratings of jurisdictions in which the issuers operate. According to
Moody’s, in 2024, the rise in interest rates will continue to weaken the performance of
residential and commercial real estate assets included in the cover pools in many coun-
tries. However, more widespread risks arising from this development should be kept in
check by low unemployment and balanced OC ratios. Given the stable rating outlook for
the majority of covered bond issuers and countries in which these banks operate, the
rating experts accordingly also expect the ratings of the covered bond programs to develop
uniformly in 2024. Moreover, Moody’s highlights the pending review of the EU Covered
Bond Directive next year, which will also focus on the application of the equivalence re-
gimes for covered bonds from third countries. Overall, the rating experts expect covered
bond issuance activity to be strong in 2024, which they put down to robust maturities and
the refinancing requirements with respect to expiring TLTRO transactions. Nevertheless,
muted demand for mortgage loans could prove to be a curbing factor for issuance activity.


https://www.nordlb.com/my-nord/lb-portals/download/research-document-11986?cHash=dca1446cc026873da1f5c2b8f02e1bba
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11986?cHash=dca1446cc026873da1f5c2b8f02e1bba
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S&P: new BMK issuance volume of EUR 160bn expected for 2024

Despite a landscape influenced by a multitude of crises, the rating experts at S&P also ex-
pect a stable covered bond market in 2024. Even in a crisis scenario, the OC ratios of the
covered bond programmes assessed by S&P should be sufficient to absorb potential losses.
Moreover, a potential downgrade of a covered bond issuer can often be prevented by the
number of unused notches of rating uplifts in the covered bond programmes. For the com-
ing year, S&P experts anticipate a slightly lower volume of new issuances in the EUR
benchmark segment than was the case in 2023, although at EUR 160bn, fresh supply in
2024 will still come close to the historical highs. S&P believes that the eurozone has now
reached the peak of interest rate hikes and expects the first interest rate cuts to be imple-
mented in the second half of 2024. While interest rate hikes have precipitated sustained
corrections in the European housing market, according to S&P, there has been no deterio-
ration in the quality of the assets in the cover pools, which have been supported by stable
employment rates and high levels of savings. Despite the situation on the CRE market be-
ing more challenging, the rating experts do not expect that there will be any significant
impairment in the quality of the assets in the cover pools of the covered bond pro-
grammes, even in the event that default rates for commercial real estate increase in 2024.

Fitch Il: Annual covered bond outlook for 2024

In their recently published annual outlook for 2024, the experts from Fitch addressed the
rating-related challenges on the covered bond market. In view of the continuing high inte-
rest rates in many jurisdictions, the rating experts focused in particular on the quality of
the assets in the cover pool and asset-liability mismatches in the covered bond pro-
grammes. The issuers should be in a position to more than make up for potential deteriora-
tions in the quality of the cover pool assets through increased profitability. Despite this,
Fitch points out that the performance of commercial real estate assets in the cover pools is
coming under pressure in particular. Overall, however, this exposure is limited due to the
fact that, on average, commercial assets account for a share of less than 15% of the cov-
ered bond programmes rated by Fitch, with lower LTV values to boot. Despite these chal-
lenges, the Fitch rating experts adopt a neutral stance in terms of their outlook for the
covered bond market. This can be attributed to the dual-recourse nature of the asset class
and the strong credit profiles of the issuers.
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Market overview
SSA/Public Issuers

Authors: Dr Norman Rudschuck, CIIA // Christian llchmann

ECB key rate decision on 14 December 2023 - silent summit?

The next monetary policy meeting of the ECB’s Governing Council once again will take
place in a climate of increased geopolitical uncertainty. We have previously reported on
this situation in detail in our ECB Preview. What is fascinating is the following combination
of aspects: some financial market players evidently did not see the October hike in interest
rates as bringing the cycle of interest rate increases to an end. Now, in early December,
the majority of market participants is already in favour of a prompt cut in interest rates.
With regard to the imminent interest rate decision, we assume that the ECB’s Governing
Council will prolong the interest rate pause. The ECB’s monetary policy meetings will con-
tinue to be based on the data. While the effect of past interest rate moves is still unfolding,
we are kept in suspense, awaiting the new staff projections on 14 December 2023, which
will include figures for 2026 for the first time. For 2025 and 2026, we anticipate an ex-
pected harmonised index of consumer prices (HICP) in the region of 2%. However, what is
far more important is whether there will still be a “3” before the decimal point in 2024. If
so, this would put an immediate stop in Q1 2024 to speculation about interest rate cuts, in
our opinion. In terms of a forecast, we hold fast to our opinion that a lowering of interest
rates is unlikely in H1 2024. Accordingly, there actually are some advantages to the wait-
and-see approach adopted by the European central bankers. However, their wait-and-see
attitude certainly must not be confused with being able to sit back and relax. There will be
plenty to discuss. Undoubtedly, the more hawkish European central bankers would like to
see the topics of PEPP or other monetary policy instruments, such as minimum reserve
requirements, given a more prominent spot on the agenda. There is also likely to be a spir-
ited discussion about the economic situation. After all, there are many possible outcomes
in view of current developments. Tomorrow, there probably will “only” be discussion,
without any action being taken. Against the backdrop of a meeting-by-meeting approach,
discourse is the most appropriate tool. It is likely that the ECB’s decision-makers are al-
ready thinking about how the latest staff projections will be received by the market. Ulti-
mately, this means discussing the PEPP, QT and minimum reserves as well as preparing the
market for 2024, without misleading anyone.

PEPP reinvestments — on pause over Christmas

Staying with the ECB universe, we report that, similar to previous years, the Eurosystem
will temporarily suspend reinvestments under the pandemic emergency purchase pro-
gramme (PEPP) towards the end of this year, in expectation of considerably lower market
liquidity. The last trading day before Christmas will be Tuesday, 19 December 2023. Pur-
chases and/or reinvestments will recommence on Tuesday, 2 January 2024. While the Eu-
rosystem’s securities lending facilities will remain in operation on all business days in De-
cember, the lists of securities held under the APP and PEPP will not be updated on Tues-
day, 26 December 2023 and Tuesday, 2 January 2024. In order to ensure reconciliation
with the published weekly financial statements of the Eurosystem (including quarterly
revaluation adjustments), the first monthly and weekly publications of the APP and PEPP
data in 2024 will be on Thursday, 4 January 2024 at 15:00 CET.


https://www.nordlb.com/my-nord/lb-portals/download/research-document-12180?cHash=5df04e0384c81c389f4bc1d9d5016bb3
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European Union — global investor conference call

The European Union (ticker: EU) has extended an invitation to participate in a global inves-
tor conference call on 14 December 2023. Ahead of this, the European Commission had
announced that the planned funding target for H1 2024 stands at EUR 75bn. For the sec-
ond half of next year, we expect at least a further EUR 60bn to EUR 80bn, although we
would not be surprised if the figure was even higher. EU bills always supplement these
values and are therefore not included in the amount. Maturities in 2024 amounting to
EUR 3.2bn will be extended, as usual. In 2023, much of the Macro-financial assistance
(MFA) Plus package went to Ukraine. At present, a total of EUR 16.5bn (as at: 12 December
2023) is earmarked for the country. Consequently, we expect EU funding of EUR 135bn to
EUR 155bn (all EUR benchmark issues and tap issues, approximately one third of which
green).

EFSF and ESM — 2024 funding targets presented as well as outlook for 2025

On 12 December 2023, the European Stability Mechanism (ticker: ESM) and European Fi-
nancial Stability Facility (ticker: EFSF) sent out their latest Investor Newsletter and an-
nounced the funding targets for 2024. The EFSF plans new bond issues worth EUR 20bn in
the coming year and the ESM new bond issues worth EUR 6bn. For 2025, slightly higher
funding is estimated, with EUR 21.5bn at the EFSF and EUR 7bn at the ESM respectively.
Further information is also provided in our SSA outlook for 2024 below.

KfW innovation for the 2024 funding year

Last week, Kreditanstalt flir Wiederaufbau (ticker: KFW) presented its new KfW Green
Bond Framework during a global investor conference call. It has been adapted in line with
current developments and the expectations of international investors. In addition to the
existing project categories of renewable energy, energy efficiency/green buildings and
sustainable transport, the new framework will be expanded from 1 January 2024 to in-
clude the aspects of biodiversity, climate action and international financing. Furthermore,
KfW is preparing its first fund tokenisation based on blockchain technology. In the follow-
ing, the various new categories are described in detail. Biodiversity: in addition to climate
change, the loss of biological diversity is one of the most acute threats that urgently needs
to be counteracted, according to the bank. KfW was among the most committed financiers
in the area of biodiversity in 2022. With its Green Bonds — Made by KfW, investors now
have the option of contributing to biodiversity, via reforestation projects, for example.
Climate action for companies: investing by companies to reduce greenhouse gas emissions
is key for the transition to a net zero world. KfW finances green technology in the real
economy, which makes a significant contribution to climate protection in accordance with
the EU taxonomy. This includes, for example, investment in low-carbon production meth-
ods and plant that makes available electricity and heat from renewable sources. For the
first time, KfW international financing based on financial cooperation as well as project and
export finance can also be assigned to Green Bonds — Made by KfW. With these measures,
KfW is responding to its investors’ wish for diversification. The new KfW Green Bond
Framework is aligned with the current Green Bond Principles (ICMA), and Morningstar
Sustainalytics has issued a second party opinion in this respect. KfW expects to raise funds
in the international capital markets totalling EUR 90bn to EUR 95bn in 2024. Of this
amount, around EUR 10bn to EUR 13bn is to be raised on the basis of green bonds.
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NRW.BANK:.ifo business climate — further stabilisation of NRW’s economy in November
The economy of North Rhine-Westphalia (ticker: NRW) has continued to stabilise, albeit at
a weak level. This was reflected in the latest NRW.BANK.ifo business climate for November
2023, presented by NRW.BANK (ticker: NRWBK) and the ifo Institute. In addition to notice-
ably higher expectations, the companies surveyed also assessed the current business situa-
tion as slightly better than before. In November 2023, the business climate was markedly
up by 3.4 points to -7.4 balance points. Businesses were more optimistic in November
when it came to business expectations, in particular, which rose by 5.7 points to -14.0 bal-
ance points. This was the third consecutive increase recorded in the business climate, fol-
lowing a period during which this economic indicator for North Rhine-Westphalia’s econ-
omy had been trending downwards for months. Eckhard Forst, Chairman of the Manage-
ment Board at NRW.BANK, said: “Currently, North Rhine-Westphalia’s economy is not yet
close to an upturn. [...] However, falling inflation and the easing in energy prices are borne
out by the survey findings, with companies more optimistic about the future again.” The
picture varied between the sectors of the economy. While sentiment in construction engi-
neering plummeted to a twenty-year low and retailers were very pessimistic about future
business prospects, a solid boost in sentiment was recorded for the chemical industry —
which plays an important role throughout the Bundesland — and metal production. Both
sectors are generally considered to be energy-intensive and benefited from the recent
decreases in energy prices.

COP28 - development banks join forces to combat climate change

On the margins of the climate conference in Dubai, multilateral development banks
(MDBs) and among them the Council of Europe Development Bank (ticker: CEB) published
a joint statement, defining specific and urgent measures in relation to taking climate ac-
tion. These include increasing financial resources, enhanced impact measurement of cli-
mate-related measures, strengthening cooperation at country level as well as improving
private sector commitment. The statement reads as follows: “The window of opportunity
to secure a liveable and sustainable future for all is rapidly closing. Recognising the inter-
linkages between the triple planetary crises of climate, nature and pollution, achieving the
Sustainable Development Goals, the goals of the Paris Agreement and the Kunming-
Montreal Global Biodiversity Framework (GBF) requires all of us to step up our efforts with
urgency and scale.” Furthermore, the MDBs reaffirmed their commitment to socially inclu-
sive, gender responsive and nature positive climate and development action by leveraging
different mandates, unique country and client networks, operating models, geographies
and expertise. MDBs have already delivered major progress and outcomes to date. In
2022, MDBs achieved record levels of climate finance and private finance mobilisation.
MDBs jointly committed the equivalent of around EUR 63bn of climate finance for low and
middle-income economies, 18% more than in 2021.

Primary market
Calm as a millpond — we anticipate no further mandates this year. A number of issuers will
be announcing their funding plans for 2024 in the coming days and weeks, and others have
already done so. For now, we wish all our readers a Merry Christmas.

Issuer Country  Timing ISIN Maturity Size Spread Rating ESG

Source: Bloomberg, NORD/LB Floor Research (Rating: Fitch / Moody’s / S&P)
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Covered Bonds
Our view of the covered bond market heading into 2024

Authors: Dr Frederik Kunze // Lukas Kiihne

EUR BMK: issuance trend
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The covered bond market in 2024 — not a mirror image of 2023!

The 2023 covered bond year is drawing to a close. The primary market seems to have
started its winter break already and it is now comparatively certain that the issuance vol-
ume in the EUR benchmark segment was somewhat more restrained in the current year
than in 2022. We have taken the imminent turn of the year as an opportunity to put our
expectations for 2024 down on paper and are already certain today that the new year will
by no means be a mirror image of 2023. Nevertheless, the now familiar factors will still be
with us over the next twelve months and will continue to influence the covered bond mar-
ket. However, this not only applies to the ECB’s monetary policy course, in particular. Ulti-
mately, we are still far from being able to announce the end of the monetary policy distor-
tions. Rather, we are still on the long trek towards a new equilibrium on the submarkets of
relevance for the covered bond segment. Among others, we think here of the real estate
sector, which is undergoing a sustained price correction that is not only triggered and
fuelled by the new interest rate environment. In 2023, the key word “heterogeneity”
crossed our minds more frequently. The expression is applicable both to the description of
the spread landscape in individual jurisdictions and the comparison of the different cov-
ered bond countries in this respect. That is not really surprising. Without the compression
of spreads caused by ultra-loose monetary policy, the different characteristics of markets,
issuers and cover pools play a considerably more significant role. Spreads in the covered
bond market differ in line with the maxim “equals should be treated equally and unequals
unequally.” We will present our expectations for 2024 below.

ECB influence on the covered bond market
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EUR BMK: spread trend
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The EUR benchmark segment in the old year: a brave new spread world?

Each forecast needs a starting point. In this respect, we must grapple briefly with devel-
opments in 2023 for this outlook. There is also no doubt that a change in current condi-
tions also affects the behaviour of issuers and investors. The last twelve months were ulti-
mately dominated by a process of repricing on global covered bond markets, which has
seemed almost continuous. While spreads in the EUR benchmark widened by and large,
there were also differences between the individual jurisdictions. In particular, the relative
stability of Pfandbriefe compared with other covered bonds was, in this context, quite
striking. This can be explained not least by the quantitative weight of the investor base in
Germany coupled with the usual “home bias” in the covered bond segment. This new
spread world is the starting point on which we (must) draw up our forecasts. And we are

already clear that the path to finding a new balance will not amount to an extrapolation of
the trend.

EUR BMK FR: relative value Pfandbriefe
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Primary market in 2024: renewed growth albeit somewhat more restrained

Before we look at the anticipated changes in spreads, we would like to start by presenting
our expectations for net new supply — certainly the most important parameter for tech-
nical market analysis. We expect the EUR benchmark segment to continue growing in
2024. Accordingly, maturities of EUR 111.4bn will be offset by newly placed deals amount-
ing to EUR 168.8bn. This would result in net new supply of EUR 57.3bn, which is somewhat
lower than in the previous year (net supply 2023: EUR 69.2bn). The “growth candidates” in
2024 are France (net supply: EUR 12.3bn), Germany (EUR 7.8bn), Austria (EUR 7.3bn) and
Canada (EUR 5.0bn). Given issuers anticipated focus on their domestic market (GBP), we
also expect negative net new supply (EUR -2.0bn) from the United Kingdom.

NORD/LB forecast for 2024: issues and maturities by jurisdiction

Issues 2023 Outstanding volume Maturities Issues Net supply
Jurisdiction as at 12 December 2023 as at 12 December 2023 2024 2024e 2024e
(EURDbnN) (EURbnN) (EURbnN) (EURbnN) (EURbnN)
AT 12.80 55.35 2.25 9.50 7.25
AU 6.25 36.05 5.50 5.75 0.25
BE 7.00 21.50 1.00 2.75 1.75
CA 17.00 83.95 12.50 17.50 5.00
CH 0.00 0.75 0.00 1.00 1.00
Ccz 1.00 2.00 0.00 2.00 2.00
DE 35.75 198.22 18.18 26.00 7.83
DK 1.25 5.50 0.50 1.00 0.50
EE 0.00 1.00 0.00 1.00 1.00
ES 8.25 70.25 6.25 8.00 1.75
FI 9.00 38.75 3.00 5.00 2.00
FR 40.65 251.92 23.75 36.00 12.25
GB 3.50 24.36 8.50 6.50 -2.00
GR 0.00 0.00 0.00 0.00 0.00
HU 0.00 0.00 0.00 0.50 0.50
IE 0.00 0.75 0.00 0.00 0.00
IS 0.00 0.50 0.00 1.00 1.00
IT 8.75 48.16 8.00 11.00 3.00
JP 1.75 5.60 0.00 1.75 1.75
KR 2.60 9.40 0.50 2.50 2.00
LU 0.00 1.00 0.50 0.00 -0.50
NL 11.25 75.60 5.00 6.00 1.00
NO 4.00 46.75 4.00 7.00 3.00
Nz 2.00 10.45 2.50 3.75 1.25
PL 0.00 1.50 1.00 1.00 0.00
PT 2.10 5.35 2.00 2.00 0.00
SE 6.75 32.08 4.75 6.25 1.50
SG 0.00 7.00 1.25 2.50 1.25
SK 3.00 8.00 0.50 1.50 1.00
Total 184.65 1041.72 111.43 168.75 57.33

Source: Market data, Bloomberg, NORD/LB Floor Research
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Supply in 2024: basic considerations on the projected framework parameters...

We must also make a whole series of assumptions for our current forecast. This applies to
both the actual funding requirement and the funding mix. As yet, we do not expect any
sustained collapse in credit volumes. Certainly, there will be some issuers in the majority of
the covered bond jurisdictions whose new property financing business will suffer from the
turnaround in interest rates and a general lack of demand in 2024 as well. For example, we
expect a recovery in new lending in Germany and in Austria. However, should there be a
sustained collapse here — caused for instance by increased uncertainty regarding the state
of the economy and consequently the outlook for the employment market, only maturing
covered bonds would be due for refinancing and we would have to revise our forecast
significantly downwards. For the jurisdictions outside the eurozone — in particular, Canada,
APAC and the Nordics plus the UK — the choice of issuance currency increases the forecast-
ing risk. In our baseline scenario, the euro remains the focus currency. For the majority of
issuers, “foreign currencies” (from the perspective of the EUR benchmark segment) would
be seen rather as an opportunistic addition. The exceptions here are certainly likely to be
Denmark and the UK, as well as Norway and Sweden.

...indicate a wide spectrum of forecasting risks

There are also significant forecasting risks in terms of the composition of funding according
to funding instruments, which can differ considerably from jurisdiction to jurisdiction. We
are already seeing this to some extent — among other aspects, with regard to changes in
financial institutions’ deposits. While competition is responsible for deposits melting away
in some EU jurisdictions, banks in Australia and New Zealand may be seen as oversupplied
in this respect. As 2023 has made us well aware, the seniors’ segment may not be disre-
garded either. For highly rated institutes, in particular, unsecured funding definitely offers
opportunities. In contrast, we view any renaissance of central bank funding as a “tail
event”. While LTRO funds (which are also secured by retained covered bonds) might, due
to the short maturity of these transactions, become more important for some issuers, we
do not believe they offer a “genuine” funding alternative. Overall, the maturing TLTRO IlI
tender is likely to encourage an influx into the covered bond market.

The dominance of short maturities and...

One of the central questions for 2024 will be when and to what extent issuers will venture
back into longer maturities. At the beginning of the turnaround in interest rates, it was
certainly investors first and foremost that shaped issuance patterns, as they wanted short-
er-dated bonds. But it would be too one-sided a view to seek the cause of the preponder-
ance of short maturities only on the demand side. The relative price for longer maturities —
measured by the term spread (see the following diagrams) — is simply (still) too high for
many issuers. For instance, the term premium for three-year compared with ten-year
French covered bonds is far above the historic average. We have already discussed the
cause of the high term spread on numerous occasions and our view is unchanged, namely
the main cause is the course of the swap curve. The negative trend in the curve makes
longer maturities more expensive without the higher spread reflecting a higher credit risk.
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...the question is: when will long maturities return?

Increasing pressure on the part of issuers, in the context of a looming asset-liability mis-
match, leads us to expect the placement of longer maturities on the market as early as the
beginning of 2024. Nevertheless, some banks may hold back a while and wait for the swap
curve to turn. However, a development of this kind would be more expected for the
second half of 2024. It seems more than plausible, however, that some banks will commit
to the ten-year maturity range in January. This will also be the result of intensive discus-
sions with the demand side. Accordingly, duration is more popular once more, as is appar-
ent from the secondary market. There are also perceptible signs of saturation among the
shorter maturities.

NORD/LB view on the spread trend

We believe the phase of general repricing is well advanced. Nevertheless, substantial issu-
ance activities at the beginning of the year should favour a further widening of the curves.
This is backed up not least by the fact that the primary market must start the new year in
2024 without the “support” of the ECB. Investors are likely to be prepared to provide new
liquidity but are generally more selective, which should also make higher new issuance
premiums “necessary”. Credit quality will not deteriorate significantly in 2024. Neverthe-
less, the selectivity of the demand side is also determined by “headlines”. Here, we would
talk more of impetus driven by sentiment. Ultimately, those issues where the issuer or the
pool is more significantly involved in commercial real estate are likely to have somewhat
more difficulty on the primary and secondary market. In terms of maturities, we have so
far not seen enough from the 7+ year maturity segment to be able to say whether repric-
ing is finished here. With regard to the relative changes in spreads, we still see somewhat
more “underperformance” from Pfandbriefe, as they are still too expensive for interna-
tional investors, in particular. In our opinion, the investor base in the DACH region should
also turn increasingly to other jurisdictions, although this must by no means be understood
as a farewell to their home bias. Ultimately, we see spreads in mid-2024 at a somewhat
higher level than today but expect the majority of the increase to occur in Q1 2024. We
believe there is the potential for spreads to narrow modestly over the course of the second
half.
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NORD/LB Spread Forecast

Current levels

in bp 3y
AT 28.9
AU 32.6
BE 20.1
CA 29.3
cz 57.5
DE 11.7
DK 37.2
EE 36.5
ES_Single 28.0
Fl 18.8
FR 155
GB 31.9
IE 6.9
IS 42.2
IT 41.0
JP 56.3
KR 46.9
LU 32.9
NL 16.3
NO 20.9
NZ 38.3
PL 35.7
PT 40.2
SE 18.1
SG 26.7

5y
35.0
475
30.3
41.1
68.8
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36.6
41.7
42.2
31.0
27.6
37.7

41.0
55.3
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53.8
329
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54.6

1.4
325
43.8

as of 30/06/2024(e) Expected spread change
7y 10y in bp 3y 5y 7y 10y in bp 3y 5y 7y 10y

39.1 42.9 AT 36.0 41.0 47.0 53.0 AT 7.1 6.0 7.9 10.1
52.0 52.5 AU 36.7 49.2 55.6 59.3 AU 4.1 1.8 3.6 6.9
37.8 45.0 BE 26.1 34.7 43.6 52.9 BE 6.0 4.3 5.7 8.0
47.0 49.0 CA 33.9 43.8 51.4 56.3 CA 4.6 2.7 4.4 7.4

cz 65.0 75.0 cz 7.5 6.2
21.9 27.4 DE 19.0 25.0 30.0 38.0 DE 7.3 6.0 8.1 10.6
34.3 DK 44.0 43.0 42.0 DK 6.8 6.4 7.7

EE 44.0 48.0 EE {25, 6.3
47.4 52.6 ES_Single 35.0 48.0 60.0 71.0 ES_Single 7.0 5.8 12.6 18.4
33.8 33.1 Fl 25.0 35.2 39.0 42.0 Fl 6.2 4.2 5.2 8.9
33.2 38.3 FR 22.2 32.3 39.7 47.3 FR 6.7 4.7 6.4 9.0
38.1 42.0 GB 39.0 44.0 46.0 53.0 GB 7.1 6.3 7.9 11.0

IE 14.0 IE 7.1
55.3 59.4 IS 49.0 47.0 63.0 70.0 IS 6.8 6.0 7.7 10.6
59.4 68.6 IT 48.0 61.0 73.0 90.0 IT 7.0 5.7 13.6 214
66.3 JP 64.0 70.0 74.0 JP 7.7 5.6 7.7

KR 54.0 60.0 KR 7.1 6.2

LU 40.0 39.0 LU 7.1 6.1
28.1 34.4 NL 24.0 30.0 33.0 43.0 NL 7.7 6.3 4.9 8.6
38.1 40.4 NO 26.7 36.9 42.0 47.0 NO 5 3.9 3.9 6.6
54.6 48.8 NZ 46.0 61.0 63.0 59.0 NZ 7.7 6.4 8.4 10.2

PL 43.0 PL 7.3

PT 47.0 47.0 PT 6.8 5.6
40.7 44.1 SE 244 36.5 46.0 52.2 SE 6.3 4.0 Sy 8.1
48.6 SG 317 46.1 52.7 SG 5.0 23 4.1

Source: Bloomberg, NORD/LB Floor Research

Forecasting risk in relation to the spread trend for 2024

Based on the factors determining changes in spreads —i.e. market technicals, fundamental
data and general sentiment on the market — extensive risk factors can be derived from our
spread forecast. We have already discussed the supply side and now intend to look at the
fundamental perspective. With regard to issuers’ credit quality, the question of profitabil-
ity as well as capitalisation and liquidity, in particular, arises. As part of our forecasting, we
certainly assume a slightly gloomier profit outlook, for example. Pressure on capital ratios
in isolated cases cannot be ruled out if a moderate deterioration in loan portfolios is to be
expected in a weaker economic climate. This development has been priced in and is, in our
opinion, not to be equated with a genuine deterioration in the credit quality of issuers, for
which spreads in the covered bond market would be of “fundamental” relevance. For ex-
ample, a weaker real estate sector has also been taken into consideration in our base sce-
nario without any sustained weakening of the credit quality of the cover pools or the rele-
vant programmes. However, should the fall in prices continue in conjunction with defaults
or refinancing difficulties on the part of borrowers, this would be a genuine weakening in
credit quality and would lead to specific increases in spreads.

ESG will remain a topic of relevance in 2024 too...

The submarket for sustainable issues will continue to occupy a niche market in the covered
bond segment over the next twelve months. Looking back, we could at least record a new
“record value” (EUR 21.9bn) in the EUR benchmark segment in 2023. The total outstanding
volume is spread across 14 jurisdictions, with green covered bonds (total: EUR 55.0bn)
retaining their dominant position. Nevertheless, in terms of primary market issues, the
submarket of social bonds did surprisingly well in 2023. Social benchmarks now account for
EUR 21.3bn in total.
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...however, in future, it will not necessarily be any easier for green bonds in particular
We expect a dynamic ESG market in 2024 too with issues of around EUR 21-23bn (cf.
NORD/LB Covered Bond & SSA View of 29 November). However, the submarket of green
covered bonds is exposed to increasing challenges. These include both more exacting re-
guirements on reporting and disclosures, as well as the basic availability of green assets.
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EUR sub-benchmark segment will also remain relevant in 2024

We have repeatedly drawn attention to the EUR sub-benchmark segment as a noteworthy
submarket. Its smaller sized bonds also allow covered bond issuers with lower funding
requirements or smaller cover pools to regularly access the market. For some investors,
the less liquid bonds (following the regulatory interpretation of the LCR Regulation) seem
an attractive investment opportunity because they offer a spread premium. Following a
strong year in 2022 and an only slightly weaker year in 2023, we expect brisk activity on
the primary market for EUR sub-benchmarks over the next twelve months. This is due not
least to strong momentum from the dominant jurisdictions of Austria and Germany,
whereby the previously discussed forecasting risks must also be taken into account for the
sub-benchmark segment.

Conclusion

As usual, the 2024 covered bond year will get off to a busy start in the new year. Substan-
tial issues will meet somewhat livelier demand. We see clear indications of spreads widen-
ing further, but expect them to narrow slightly in the second half of the year at the latest.
Issuers will also focus more on longer maturities — those bold enough will do so as early as
January or February. However, we shall not see greater impetus here until the second half.
Net new supply will also be respectable in 2024. Fundamentally, both issuers and cover
pools should prove to be resilient.


https://www.nordlb.com/my-nord/lb-portals/download/research-document-12163?cHash=3fdff133d5c2a21b786e5b8c9d4e786c
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SSA/Public Issuers
SSA outlook 2024: ECB, NGEU and the debt brake in Germany

Authors: Dr Norman Rudschuck, CIIA // Christian llchmann // Lukas-Finn Frese

Public issuers caught between inflation, dreams of interest rate cuts and a frosty
economy

We already published our outlook for tomorrow's ECB meeting, the last of the year, in last
week’s edition of our Fixes Income Special. In this, we assumed that the ECB would leave
all three relevant key rates unchanged. Some financial market participants had clearly not
quite finished with the interest rate hike cycle in October. Now, however, at the beginning
of December, a majority of market participants are already in favour of an interest rate cut
in the near future. There are plenty of other topics up for discussion: more hawkish central
bankers would certainly like to see the PEPP or other monetary policy instruments such as
minimum reserve requirements placed more prominently on the agenda. This week, it is
more likely to “only” be a discussion rather than any action. The ECB will continue to be
active on the SSA secondary market in 2024. We continue to view reinvestments within
the Pandemic Emergency Purchase Programme (PEPP) as the “first line of defence”, albeit
with decreasing volumes. On the part of institutional investors, we expect a more selective
choice of projects in future; dry powder in the form of liquidity no longer appears to be
available in virtually unlimited quantities.

ECB: interest rates set to be scaled back?

In 2024, the SSA segment is likely to be mainly influenced by economic developments. The
decisive factors will be, firstly, that there is no threat of a severe recession in Europe, and
secondly, that the economy is not expected to be developing “too well”. On the monetary
policy front, things are likely to be rather quiet. We may not be far away from the ECB an-
nouncing its intention to curb monthly reinvestments, but will tomorrow’s meeting already
offer a sign of interest rate cuts in the coming year? This is rather unlikely. Against this
backdrop, the potential for falling yields in the coming year is likely to be slim. However,
volatility could decrease noticeably as there is a broad consensus that monetary policy is
restrictive enough and that central banks will remain in standby mode for the time being
and closely monitor developments on the capital markets and in the economy. Bond yields
will also begin to fall with the start of the key rate cuts that we expect in the second half of
2024. This effect will be more pronounced at the short end of the yield curve than at the
long end. We expect that the currently prevailing inversity will then ebb away. It is also
conceivable that spreads could widen over the course of the year due to sentiment-driven
situations if there is a renewed threat of geopolitical trouble or, for example, politicians in
Italy once again make incomprehensible decisions or the Transmission Protection Instru-
ment (TPI) has to be used after all, contrary to expectations. In the following, we shall out-
line our predictions for 2024 in a structured fashion. Naturally, unforeseeable events can-
not be ruled out, as 2023 also turned out differently than we expected at the beginning of
the year. Clearly excessive and initially stubborn inflation, which surprisingly fell sharply
towards the end of the year, as well as the Hamas attack on Israel in October, the like of
which was, in all likelihood, not so clearly on anyone’s agenda, were genuine “gamechang-
ers” in their own way.


https://www.nordlb.com/my-nord/lb-portals/download/research-document-12180?cHash=5df04e0384c81c389f4bc1d9d5016bb3
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(Net) Supply must be viewed in an even more differentiated manner than in the past
Most issuers have now completed their refinancing for the current year or have the finish-
ing line in sight in terms of their funding. Since the beginning of the year, there have been
a total of 171 EUR benchmark issues (of the SSAs we analysed) with a volume of around
EUR 248bn. After, for example, around EUR 190bn in 2017 or EUR 166bn in 2019, this is a
very high figure, albeit lower than in the three years of the pandemic (2020: EUR 303bn;
2021: EUR 325bn; 2022: EUR 270bn). Still, the German Laender also managed without ad-
ditional credit authorisations in 2023. In addition, the first habituation effects set in, alt-
hough it was not only the ECB that operated with and handled huge amounts of money;
the European Union, as a relatively new “mega issuer”, has also acted decisively to date
and still has a lot to get done before 2026. This will furthermore have a significant impact
on the funding volume in 2024 (and beyond). Therefore, in the coming year, we expect —
subject to a certain degree of uncertainty — EUR benchmark issues of around EUR 275bn.
This figure will again exceed the pre-crisis volume and therefore stabilise at a high level,
although the drivers are different every year.

Focus: German Laender

After a disproportionately high supply came up against huge demand at times in 2022, the
situation increasingly normalised in 2023. BAYERN, HAMBRG and MECVOR, for example,
did not issue a single benchmark bond, which also fits in with their low credit authorisa-
tions. Spreads and maturities will remain the hot topic in 2024. The days when virtually
every deal came to the primary market as a “sure-fire success” seem to be over for the
time being. Estimates of the total volume are also more difficult than ever, as it is still un-
clear how the debt brake will be handled at federal level, particularly following the recent
ruling by the Federal Constitutional Court and what impact this will have on Laender fi-
nances.

Credit authorisations of German Laender: 2023 vs. 2024e (EURbn)

2023 2024e
Baden-Wuerttemberg 29.79 33
Bavaria 3.83 3
Berlin 5.49 5
Brandenburg 4.04 2
Bremen 1.80 3
Hamburg 2.80 2
Hesse 4.95 8
Mecklenburg-Western Pomerania 1.32 2
Lower Saxony 7.25 9
North Rhine-Westphalia 16.70 14
Rhineland-Palatinate 4.04 6
Saarland 1.70 1
Saxony 0.28 1
Saxony-Anhalt 1.91 3
Schleswig-Holstein 491 5
Thuringia 0.87 1
Summe 91.68 98

e = estimate
Source: Bloomberg, NORD/LB Floor Research
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German Laender: higher funding expected in 2024

In the area of regional bonds, the bonds of German Laender still represent by far the most
important sub-sovereign market - in 2020 in particular, but also in 2021, the 16 Laender
again increased their lead over the rest and therefore their importance too. Before that,
however, a decline in funding volumes had been observed for years. For 2024, we antici-
pate a gross volume of new bonds totalling EUR 60-70bn (assumption: EUR 65bn), assum-
ing that the debt brake is suspended nationwide. This is offset by maturities totalling just
under EUR 48bn, resulting in a net supply of around EUR 17bn. In both cases, it is not just
EUR benchmark bonds, but also foreign currencies and SSD deals. However, with this
forecast everything hinges on the structuring and (non-)suspension of the debt brake -
and its possible reform, provided there is the political will to do so. If we may say so, sen-
sible investments and sustainable solutions for a forward-looking future would currently
be a good thing for Germany, both economically and politically. Regardless of the volume,
the relevance of German Laender bonds in this key segment will not be diminished. De-
pending on the severity of the winter, we may start the new year with an economic down-
turn. In addition, in light of the debt brake that has been in force at federal state level
since 2020, the budgetary discipline of the Laender is already much more pronounced
than in the past. In the year when the debt brake was activated, even the greatest pessi-
mists would probably not have imagined that it would remain suspended for 2020 and in
some cases until 2023 due to the pandemic and its aftermath. This was planned in ad-
vance by law, although it was hoped that the clause would rarely or never have to be
used. The slightly increased (theoretical) credit authorisations we expect for 2024 versus
2023, together with increasing geopolitical uncertainty factors, should, in our view, mean
that the spread movements in this segment, which once were determined by the ECB, will
now tend to be driven by fundamental aspects once again. As of 13 December 2023, 590
different German bonds had been purchased by the ECB or the relevant central banks
since 2015 under the PSPP and PEPP.
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https://www.nordlb.com/my-nord/lb-portals/download/research-document-11979?cHash=7db27cbe89d0df4260dce6074ad92046
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Supranationals in the grip of (geo)political decisions

The handful of E-Supras still represent an important category in the SSA universe and since
2021 are larger than all German EUR benchmark issuers combined in our definition of the
market. A generally very good rating, high liquidity and regulatory advantages continue to
favour bonds from supranational issuers. The Governors of the EIB, Europe's Finance Min-
isters, unanimously agreed in 2019 that Brexit would not affect the EIB's lending activities
and business model. Subsequently, Romania and Poland contributed additional capital,
meaning that the EIB has a higher capital base than before Brexit. The EIB will of course
remain a regular player on the primary market in 2024. We expect it to reach a funding
target of EUR 55bn, again spread over a wide range of currencies. This is offset by maturi-
ties totalling roughly EUR 60.7bn. At European level, the overall picture is dominated by a
few big names: for example, the increase in EUR benchmark issues this year can be at-
tributed in large part to the noticeably increased funding needs of the EU under its NGEU
programme, specifically the Recovery and Resilience Facility (RRF). At the “halfway point”
of the RRF, only around 25% of the requested funds have been paid out to the Member
States. The EU has now issued an invitation to the “Global Investor Call” on 14 December.
A funding target of EUR 75bn had already been announced in advance by the European
Commission. EU-Bills always complement these values and are therefore not included. As
part of its actual activities, the EU often had a neutral net supply until 2020. Maturities in
2024 in the amount of EUR 3.2bn will therefore, as per usual, be extended. In 2023, large
parts of the Macro-Financial Assistance Plus (MFA+) programme went to Ukraine, with a
current volume of EUR 16.5bn (as at: 12 December 2023) budgeted for the country. We
therefore expect EUR 135-155bn in funding from the EU in 2024 as a whole (entirely EUR
benchmarks or taps, in part green). For the ESM, we expect a negative net supply of just
under EUR 5.0bn for next year, with EUR 6.0bn in fresh supply set to enter the market (ma-
turities: EUR 10.8bn). This applies subject to and to the exclusion of the ECCL and other
emergency aid of the ESM, which has not yet been quantified. For the EFSF, we expect the
new issuance volume to increase again to EUR 20.0bn, up from EUR 18.5bn in 2023. In the
past, there was always a (significant) reduction in new issues (e.g. EUR 19.5bn in 2022,
following a total of EUR 28.0bn in 2018 and as much as EUR 49.0bn in 2017). This will be
offset by maturities of EUR 25.1bn in 2024, corresponding to a negative net supply of
EUR 5bn for the EFSF. We do not assume there will be any change of plan here either. We
also expect the ESM to issue a USD bond on the market again next year. It will also be in-
teresting to see when and how the long-running issue of transforming the ESM into a Eu-
ropean Monetary Fund (EMF) will materialise, along the lines of, or as a local counterpart
to, the IMF. Speaking of transformation and political will: In 2024, we will continue to focus
on how the EIB’s capital market structure, which is currently being renewed and restruc-
tured in the wake of Brexit, and the (corporate) political realignment will affect the entire
ESG segment and in particular the “green bonds” asset class. In addition, the EU will issue
in total around EUR 225bn in green bonds by 2026. The EU’s participation in social bonds is
now considered to be over within the framework of the SURE activities in 2022. The EU is
dominating the green segment for EUR benchmarks in particular, with an abundance of
fresh supply in the short to medium term. In this way, the EU is setting itself up as the
world’s largest green bond issuer.


https://www.nordlb.com/my-nord/lb-portals/download/research-document-11687?cHash=a227c45098588e74ee67245f833cce22
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Spread movements of European supranationals Spread differences: EIB vs. ESM
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German agencies with stable net supply overall

For the German agency market, we expect net supply to remain stable or even positive
overall, with a slow recovery of volumes under classic promotional programmes instead of
emergency aid and COVID-19 programmes. Much of this was still overshadowed by COVID-
19 in 2023. The most dominant market player, KfW, announced a total funding target of
EUR 90-95bn for 2024 during the Global Investor Broadcast on 7 December 2023. This con-
trasts with a maturity volume of EUR 80bn. With an expected value of at least EUR 92.5bn,
net supply would accordingly be positive (minimum EUR +12.5bn). On the other hand, the
funding of German agencies (this segment includes not only promotional banks) has in the
past also been driven by winding-up vehicles such as FMSWER or ERSTAA, which naturally
refinance their winding-up portfolios to an ever-lesser extent. These two issuers are not
purchased by the Eurosystem under the PSPP or PEPP, and always offer a certain pick-up
compared with promotional banks with a similar rating. As is already the case with the
German Laender, we expect at most gradually widening spreads in the case of the well-
known agencies, as they continue to be in demand by the Eurosystem within the frame-
work of reinvestments. All in all, we assume that fundamental analysis for individual issu-
ers will come to the fore again for the German market.

French issuers dominate heterogeneous agency market ahead of the Dutch and Nordics;
forecasts barely possible for overseas regions

Let us briefly remind ourselves of the EU’s funding target for 2020: EUR 800m (not a typo).
Due to the pandemic, it increased back then more than fiftyfold (!) to over EUR 41bn for
the total year. The same was true for UNEDIC, which started with EUR 3bn, readjusted its
funding target several times during the year and ended up with around EUR 20bn. At
EUR 10bn, 2021 was almost a tranquil oasis compared with the hustle and bustle on the
primary market, as there was much less need for topping up. In 2022 and 2023, this figure
was only EUR 1bn. We therefore also expect a funding target of EUR 1bn for the coming
year. Players such as CADES (target: EUR 20bn) in this segment will, however, continue to
place considerable funding volumes on the primary market and will also be active in the
ESG segment. The issuer SOGRPR, which carries out its entire capital market funding via
ESG bonds, should also be mentioned. We also expect further issues of around EUR 2bn in
2024. For further information, please refer to our NORD/LB Issuer Guide - French Agencies
2023. Other important issuers in the European SSA segment are Dutch promotional banks.
BNG’s funding for 2024, for example, is expected to return to EUR 14-16bn. Moreover,
their sustainability bonds (in the form of social housing bonds) are already very well estab-
lished. The same goes for the NWB: It issues EUR equivalents totalling EUR 10bn every year
in several currencies. ESG criteria in the form of water bonds, affordable housing and social
development goals turn up here. The target for SRI bonds is always over 25%. Both Dutch
baks also diversify strongly across currencies - only the Nordics are even more so in this
regard. Further insights can be found in our NORD/LB Issuer Guide - Dutch Agencies 2023
and Scandinavian Agencies (Nordics) 2022. We are planning to update the latter publica-
tion shortly. EUR benchmarks of the Canadian provinces are difficult to predict. All Canadi-
an issuers primarily prefer the domestic currency (CAD), only turning to EUR deals oppor-
tunistically as soon as a window opens up based on cross currency swaps. We are planning
an update of our publication on Canadian provinces and territories for 2024.



https://www.nordlb.com/my-nord/lb-portals/download/research-document-12166?cHash=343c3b66bbdc242cb3a6393a45cdee7b
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11730?cHash=754c7048eedff1ccd422364cf477ad48
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11730?cHash=754c7048eedff1ccd422364cf477ad48
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12070?cHash=cb32bd4a5156fe3e168b227f2ce4513d
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11448?cHash=46428887dee22623d9148d0faa723e98
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ESG: more than merely green — environmental, social, governance

The volume of green bonds issued has increased sharply and almost exponentially since
the first green bond issue by the EIB in 2007. In the meantime, however, growth after 2017
has stagnated at a very high level. As a result, the growth path initially seemed to be inter-
rupted. Nevertheless, the milestone of over EUR 100bn in issuance volume per annum has
been surpassed. The ESG segment received an additional boost from both green and social
issues. The EU’s SURE programme alone consists cumulatively of almost EUR 100bn in so-
cial bonds, but expired on 31 December 2022. From 2021 to 2026, the EU will become the
world's largest issuer of green bonds. The French issuers UNEDIC, CADES and SOGRPR are
also represented here in large volumes. Fundamentally speaking, the focus here was not
only on social housing or social inclusion; rather the COVID-19 pandemic was seized upon
by scores of issuers seeking to counteract the social consequences and consequential
damage. It will also be interesting to see in 2024 how the EIB’s capital market structure,
which is currently being renewed and restructured, will affect the green bond segment.
Ursula von der Leyen is not the only one who wants to and will make the EIB greener. The
transformation process is in full swing and the path of the inventor of green bonds can still
be described as pioneering. However, KfW and North Rhine-Westphalia have also been
developing liquid sustainable and green curves for some time now. Added to this is the
EU’s plan to issue at least EUR 225bn in the form of green bonds under its NGEU pro-
gramme by 2026, of which “only” EUR 48.9bn has been raised so far.

Conclusion and outlook

We expect the SSA segment in 2024 to continue to be dominated by current geopolitical
and economic crises, potential interest rate cuts and declining reinvestments in the ECB's
purchase programs. We should particularly mention the PEPP here. We do not expect any
indications of adjustments to the scope and/or a possible early exit at tomorrow’s ECB
press conference, but this will set the tone for monetary policy in 2024. Moreover, we do
not expect any drastic movement in the spread landscape in our baseline scenario. Over
the next one-and-a-half to three years, spread levels from 2013 could be a realistic target
for most issuers within our coverage. We are also curious about the seasonal patterns,
such as how strong January will be. The effects of the ongoing energy crisis remain difficult
to predict - additional funding requirements cannot be ruled out. When it comes to
Laender funding, everything hinges on the structuring and (non-)suspension of the debt
brake - and its possible reform, provided there is the political will to do so. There is the
potential for some surprises here too!
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Charts & Figures
Covered Bonds

EUR benchmark volume by country (in EURbn)
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EUR benchmark maturities by month
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Spread development by country Covered bond performance (Total return)
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Spread overview?
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Charts & Figures
SSA/Public Issuers
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Germany (by segments)
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ECB tracker

Asset Purchase Programme (APP)
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Covered Bond Purchase Programme 3 (CBPP3)
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Source: ECB, Bloomberg, NORD/LB Floor Research
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Pandemic Emergency Purchase Programme (PEPP)

Portfolio development Weekly purchases
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Breakdown of public sector securities under the PEPP
Holdines A Holdings Adj. PEPP Deviations Current WAM of eligible
Jurisdiction (in EUan) previous distribution share from the adj. WAM3 universe?
period key! distribution key? (in years) (in years)
AT 43,189 470 2.6% 2.6% 0.0% 7.2 7.8
BE 55,942 473 3.3% 3.4% 0.1% 6.0 9.4
cy 2,458 36 0.2% 0.1% 0.0% 8.2 8.2
DE 394,133 -4,271 23.7% 23.7% 0.0% 6.6 7.1
EE 256 0 0.3% 0.0% -0.2% 6.5 6.4
ES 192,989 1,452 10.7% 11.6% 0.9% 7.2 7.4
Fl 26,210 -806 1.7% 1.6% -0.1% 7.2 7.3
FR 298,624 1,649 18.4% 18.0% -0.4% 7.2 7.7
GR 39,232 281 2.2% 2.4% 0.1% 8.4 9.0
IE 25,708 128 1.5% 1.5% 0.0% 8.7 9.1
IT 287,549 -1,636 15.3% 17.3% 2.0% 7.1 6.9
LT 3,181 -90 0.5% 0.2% -0.3% 9.1 8.6
LU 1,881 13 0.3% 0.1% -0.2% 6.0 8.1
LV 1,857 19 0.4% 0.1% -0.2% 7.7 7.2
MT 604 0 0.1% 0.0% -0.1% 9.7 8.2
NL 84,487 911 5.3% 5.1% -0.2% 7.3 9.2
PT 32,323 -67 2.1% 1.9% -0.2% 7.4 7.6
Sl 6,547 43 0.4% 0.4% 0.0% 8.3 8.7
SK 7,868 56 1.0% 0.5% -0.6% 8.0 8.2
SNAT 155,091 999 10.0% 9.3% -0.7% 9.8 8.9
Total / Avg. 1,660,130 -338 100.0% 100.0% 0.0% 7.3 7.6

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 Floor Research
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Overview of latest Covered Bond & SSA View editions

Publication
36/2023 ¢ 06 December

35/2023 ¢ 29 November

34/2023 ¢ 22 November

33/2023 ¢ 15 November

32/2023 ¢ 08 November

31/2023 ¢ 25 October

30/2023 ¢ 18 October

29/2023 ¢ 11 October

28/2023 ¢ 27 September

27/2023 ¢ 20 September

26/2023 ¢ 13 September

25/2023 ¢ 06 September

24/2023 ¢ 19 Jul

23/2023 ¢ 12 jul

22/2023 ¢ 28 June

21/2023 ¢ 21 June

20/2023 ¢ 14 June

19/2023 ¢ 07 June

NORD/LB:
Floor Research

Topics

The covered bond universe of Moodys: an overview

Teaser: Issuer Guide — Nordic Agencies 2023

ESG covered bonds: a look at the supply side

Current risk weight of supranationals & agencies

Transparency requirements §28 PfandBG Q3/2023

Teaser: Issuer Guide — German Agencies 2023

Development of the German property market

ECB repo collateral rules and their implications for Supranationals & Agencies
Norway: creation of SpareBank 1 Sor-Norge

ECB: PEPP versus TPl — or: (re)investing where others like to go on holiday
Banks in Europe: the EBA Risk Dashboard in Q2 2023

Teaser: Issuer Guide — Spanish Agencies 2023

Focus on covered bond jurisdictions: Canada in the spotlight

A closer look at Newfoundland and Labrador

A covered bond view of Belgium

Funding of Canadian provinces — an overview

The covered bond universe of Moody’s: an overview

Update on DEUSTD — Joint German cities (bond No. 1)

Newcomer to the EUR benchmark segment: Bendigo and Adelaide Bank set to expand issuer base in
Australia

Teaser: Issuer Guide — Austrian Agencies 2023

ECBC publishes annual statistics for 2022

Teaser: Issuer Guide — Dutch Agencies 2023

Covered bond market on the growth path: OLB looks set to join the ranks of EUR benchmark issuers
NORD/LB Issuer Guide German Laender 2023 published

Banks in Europe: EBA Risk Dashboard in Q1 2023

ECB repo collateral rules and German Laender

Covereds: Half-year review and outlook for the second half of 2023

Special publication on LCR classification and risk weights: a (regulatory) overview of the EUR benchmark

segment

ESG bonds of German Laender — significant further development

ESG covered bonds: a look at the supply side
Increasing exposure of E-supras to Ukraine
Moody’s covered bond universe — an overview

Beyond Bundeslaender: Spanish regions

ECB Preview: ECB’s 25th anniversary and is still going strong

Focus on legal requirements for covered bonds

NORD/LB:
Covered Bond Research

NORD/LB:
SSA/Public Issuers Research

Bloomberg:
RESP NRDR <GO>

NORD/LB


https://www.nordlb.com/my-nord/lb-portals/download/research-document-12177?cHash=12c0f1e0acfec1f15a218193834f0458
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12163?cHash=3fdff133d5c2a21b786e5b8c9d4e786c
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12153?cHash=e9b602a4c32729da0c8275c6eb12c95a
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12139?cHash=8187b4de981556260954a31e36797e74
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12123?cHash=dfb544b0ff731f1746d05661e28e0394
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12093?cHash=c07fe9aecbabbf104cf686fcd43ea251
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12080?cHash=99aa78fa4a4d35ad546204032d7456b3
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12065?cHash=301ee8b783d34fc9a885e114b3d72a7b
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12044?cHash=ceb421831d1516246f2c653b6e6d1e08
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12031?cHash=3531d39dfde2139e6b86f55805081ca1
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12018?cHash=65214a0a4b3bd082b062658bbfb8e02d
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12002?cHash=e6eff1e9126cac1316c08361e7f32eb2
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11913?cHash=f95e5e2d25c467bd9c9408362f7ff043
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11899?cHash=99b95315f0a59827596addec3aa8d6d6
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11868?cHash=656611807b20d535e9657848c037d888
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11852?cHash=1a1ea72276a972dc54dc1db6d2d0a7f9
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11835?cHash=00f2976766bc26dae23da4d060b0cfa6
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11825?cHash=492cc52435067f78f722f938ceb96bf6
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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Publication overview

Covered Bonds:

Issuer Guide Covered Bonds 2023

Covered Bond Laws

Covered Bond Directive: Impact on risk weights and LCR levels

Risk weights and LCR levels of covered bonds (updated semi-annually)

Transparency requirements §28 PfandBG Q3/2023 (quarterly update)

Covered bonds as eligible collateral for central banks

SSA/Public Issuers:

Issuer Guide — German Laender 2023

Issuer Guide — German Agencies 2023

Issuer Guide — European Supranationals 2023

Issuer Guide — French Agencies 2023

Issuer Guide — Dutch Agencies 2023

Beyond Bundeslaender: Belgium

Beyond Bundeslaender: Greater Paris (IDF/VDP)

Beyond Bundeslaender: Spanish regions

Fixed Income Specials:

ESG-Update 2023

ECB preview: A silent, but holy summit meeting?

ECB: Now is not the time for forward guidance!

ECB preview: Wait and see without calling it a pause

NORD/LB: NORD/LB: NORD/LB:
Floor Research Covered Bond Research SSA/Public Issuers Research

NORD/LB

Bloomberg:
RESP NRDR <GO>
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https://www.nordlb.com/my-nord/lb-portals/download/research-document-11819?cHash=92027df2171ee54d0499693461f03ab2
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11213?cHash=06f7c852e56bc62fce14acb315ad033a
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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-11979?cHash=7db27cbe89d0df4260dce6074ad92046
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12166?cHash=343c3b66bbdc242cb3a6393a45cdee7b
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11687?cHash=a227c45098588e74ee67245f833cce22
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11730?cHash=754c7048eedff1ccd422364cf477ad48
https://mailing.nordlb.de/-link2/18748/4564/6/6/5552/t0GPJmhf/fNNpuA63JG/0
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11506?cHash=91238c87d755db52691d8cddb7848feb
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11597?cHash=d130d3a502ab0591d20ec3aaceec20eb
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11806?cHash=f09c513dcffe267443050d915227b0e4
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11781?cHash=c9eaac3cccda44f0c03af39b91bbe1ef
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12180?cHash=5df04e0384c81c389f4bc1d9d5016bb3
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12098?cHash=74bdf2ac90cf12ebdc55a3384a9772b3
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12084?cHash=9fe9072dab26611bc61ad6bc79251739
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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Contacts at NORD/LB

Floor Research

D

Dr. Frederik Kunze

Covered Bonds/Banks

+49 172 354 8977

frederik.kunze@nordlb.de

Lukas Kiihne

-

Covered Bonds/Banks

gh

)
+49 176 152 90932
lukas.kuehne@nordlb.de

Sales
Institutional Sales
Sales Sparkassen & Regionalbanken

Sales MM/FX

Fixed Income Relationship
Management Europe

Origination & Syndicate
Origination FI

Origination Corporates

Treasury

Collat. Management/Repos

Liquidity Management

82
;A

Trading

*
A

+49 511 9818-9440
+49 511 9818-9400 Financials

+49 511 9818-9460

+352 452211-515

Frequent Issuers

NORD/LB

Dr. Norman Rudschuck, CIIA
SSA/Public Issuers

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

Christian lichmann
SSA/Public Issuers

+49 157 851 64976
christian.ilchmann@nordlb.de

Lukas-Finn Frese
SSA/Public Issuers

+49 176 152 89759
lukas-finn.frese@nordlb.de

Covereds/SSA

Governments

Linder/Regionen

+49 511 9818-8040
+49 511 9818-9490

+49 511 9818-9660

+49 511 9818-9550

+49 511 9818-9640

Sales Wholesale Customers

+49 511 9818-6600

+49 511 361-2911

Firmenkunden

Asset Finance

+49 511 361-4003

+49 511 361-8150

Relationship Management

+49 511 9818-9200

+49 511 9818-9620
+49 511 9818-9650

Institutionelle Kunden

Offentliche Kunden

rm-vs@nordlb.de

rm-oek@nordlb.de
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Disclaimer

The present report (hereinafter referred to as “information”) was drawn up by NORDDEUTSCHE LANDESBANK GIROZENTRALE (NORD/LB). The supervisory
authorities responsible for NORD/LB are the European Central Bank (ECB), SonnemannstraRe 20, D-60314 Frankfurt am Main, and the Federal Financial
Supervisory Authority in Germany (Bundesanstalt fiir Finanzdienstleitungsaufsicht; BaFin), Graurheindorfer Str. 108, D-53117 Bonn and Marie-Curie-Str. 24-
28, D-60439 Frankfurt am Main. The present report and the products and services described herein have not been reviewed or approved by the relevant
supervisory authority.

The present information is addressed exclusively to Recipients in Austria, Belgium, Canada, Cyprus, the Czech Republic, Denmark, Estonia, Finland, France,
Germany, Greece, Indonesia, Ireland, Italy, Japan, Korea, Luxembourg, the Netherlands, New Zealand, Poland, Portugal, Singapore, Portugal, Spain, Sweden,
Switzerland, the Republic of China (Taiwan), Thailand, the United Kingdom and Vietnam (hereinafter referred to as “Relevant Persons” or “Recipients”). The
contents of the information are disclosed to the Recipients on a strictly confidential basis and, by accepting such information, the Recipients shall agree that
they will not forward it to third parties, copy and/or reproduce this information without the prior written consent of NORD/LB. The present information is
addressed solely to the Relevant Persons and any parties other than the Relevant Persons shall not rely on the information contained herein. In particular,
neither this information nor any copy thereof shall be forwarded or transmitted to the United States of America or its territories or possessions, or distributed
to any employees or affiliates of Recipients resident in these jurisdictions.

The present information does not constitute financial analysis within the meaning of Art. 36 (1) of the Delegate Regulation (EU) 2017/565, but rather repre-
sents a marketing communication for your general information within the meaning of Art. 36 (2) of this Regulation. Against this background, NORD/LB ex-
pressly points out that this information has not been prepared in accordance with legal provisions 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 acknowledged
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 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 state-
ments 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 oth-
erwise).

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 over-
view and does not form the basis for any potential decision to buy or sell on the part of an investor. A full description of the details relating to the financial
instruments or transactions which may relate to the subject matter of this report is given in the relevant (financing) documentation. To the extent that the
financial instruments described herein are NORD/LB’s own issues and subject to the requirement to publish a prospectus, the conditions of issue applicable to
any individual financial instrument and the relevant prospectus published with respect thereto as well NORD/LB's relevant registration form, all of which are
available for download at www.nordlb.de and may be obtained free of charge from NORD/LB, Georgsplatz 1, 30159 Hanover, shall be solely binding. Further-
more, any potential investment decision should be made exclusively on the basis of such (financing) documentation. The present information cannot replace
personal advice. Before making an investment decision, each Recipient should consult an independent investment adviser for individual investment advice with
respect to the appropriateness of an investment in financial instruments or investment strategies subject to this information as well as for other and more
recent information on certain investment opportunities.

Each of the financial instruments referred to herein may involve substantial risks, including capital, interest, index, currency and credit risks in addition to politi-
cal, fair value, commodity and market risks. The financial instruments could experience a sudden and substantial deterioration in value, including a total loss of
the capital invested. Each transaction should only be entered into on the basis of the relevant investor’s assessment of his or her individual financial situation as
well as of the suitability and risks of the investment.
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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 underly-
ing basis values for their own account or for the account of third parties, may issue other financial instruments with the same or similar features as those of the
financial instruments presented in this information and may conduct hedging transactions to hedge positions. These measures may affect the price of the
financial instruments described in the present information.

If the financial instruments presented in this information are derivatives, they may, depending on their structure, have an initial negative market value from the
customer's perspective at the time the transaction is concluded. NORD/LB further reserves the right to transfer its economic risk from a derivative concluded
with it to a third party on the market by means of a mirror-image counter transaction.

More detailed information on any commission payments which may be included in the selling price can be found in the “Customer Information on Securities
Business" brochure, which is available to download at www.nordlb.de.

The information contained in the present report replaces all previous versions of corresponding information and refers exclusively to the time of preparation of
the information. Future versions of this information will replace this version. NORD/LB is under no obligation to update and/or regularly review the data con-
tained in such information. No guarantee can therefore be given that the information is up-to-date and continues to be correct.

By making use of this information, the Recipient shall accept the terms and conditions outlined above.

NORD/LB is a member of the protection scheme of Deutsche Sparkassen-Finanzgruppe. Further information for the Recipient is indicated in clause 28 of the
General Terms and Conditions of NORD/LB or at www.dsgv.de/sicherungssystem.

Additional information for Recipients in Australia:

NORD/LB IS NOT A BANK OR DEPOSIT TAKING INSTITUTION AUTHORISED UNDER THE 1959 BANKING ACT OF AUSTRALIA. IT IS NOT SUPERVISED BY THE AUS-
TRALIAN PRUDENTIAL REGULATION AUTHORITY. NORD/LB does not provide personal advice with this information and does not take into account the objec-
tives, financial situation or needs of the Recipient (other than for the purpose of combating money laundering).

Additional information for Recipients in Austria:

None of the information contained herein constitutes a solicitation or offer by NORD/LB or its affiliates to buy or sell any securities, futures, options or other
financial instruments or to participate in any other strategy. Only the published prospectus pursuant to the Austrian Capital Market Act should be the basis for
any investment decision of the Recipient. For regulatory reasons, products mentioned herein may not be on offer in Austria and therefore not available to
investors in Austria. Therefore, NORD/LB may not be able to sell or issue these products, nor shall it accept any request to sell or issue these products to inves-
tors located in Austria or to intermediaries acting on behalf of any such investors.

Additional information for Recipients in Belgium:
Evaluations of individual financial instruments on the basis of past performance are not necessarily indicative of future results. It should be noted that the
reported figures relate to past years.

Additional information for Recipients in Canada:

This report has been prepared solely for information purposes in connection with the products it describes and should not, under any circumstances, be con-
strued as a public offer or any other offer (direct or indirect) to buy or sell securities in any province or territory of Canada. No financial market authority or
similar regulatory body in Canada has made any assessment of these securities or reviewed this information and any statement to the contrary constitutes an
offence. Potential selling restrictions may be included in the prospectus or other documentation relating to the relevant product.

Additional information for Recipients in Cyprus:

This information constitutes an analysis within the meaning of the section on definitions of the Cyprus Directive D1444-2007-01 (No. 426/07). Furthermore, this
information is provided for information and promotional purposes only and does not constitute an individual invitation or offer to sell, buy or subscribe to any
investment product.

Additional information for Recipients in the Czech Republic:
There is no guarantee that the invested amount will be recouped. Past returns are no guarantee of future results. The value of the investments may rise or fall.
The information contained herein is provided on a non-binding basis only and the author does not guarantee the accuracy of the content.

Additional information for Recipients in Denmark:

This Information does not constitute a prospectus under Danish securities law and consequently is not required to be, nor has been filed with or approved by
the Danish Financial Supervisory Authority, as this Information either (i) has not been prepared in the context of a public offering of securities in Denmark or the
admission of securities to trading on a regulated market within the meaning of the Danish Securities Trading Act or any executive orders issued pursuant there-
to, or (ii) has been prepared in the context of a public offering of securities in Denmark or the admission of securities to trading on a regulated market in reli-
ance on one or more of the exemptions from the requirement to prepare and publish a prospectus in the Danish Securities Trading Act or any executive orders
issued pursuant thereto.

Additional information for Recipients in Estonia:
It is advisable to closely examine all the terms and conditions of the services provided by NORD/LB. If necessary, Recipients of this information should consult
an expert.

Additional information for Recipients in Finland:

The financial products described herein may not be offered or sold, directly or indirectly, to any resident of the Republic of Finland or in the Republic of Finland,
except pursuant to applicable Finnish laws and regulations. Specifically, in the case of shares, such shares may not be offered or sold, directly or indirectly, to
the public in the Republic of Finland as defined in the Finnish Securities Market Act (746/2012, as amended). The value of investments may go up or down.
There is no guarantee of recouping the amount invested. Past performance is no guarantee of future results.
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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) Di-
rective 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 quali-
fy as a recommendation pursuant to Directive 2003/6/EC and Directive 2003/125/EC.

Additional information for Recipients in Greece:

The information contained herein gives the view of the author at the time of publication and may not be used by its Recipient without first having confirmed
that it remains accurate and up to date at the time of its use. Past performance, simulations or forecasts are therefore not a reliable indicator of future results.
Investment funds have no guaranteed performance and past returns do not guarantee future performance.

Additional information for Recipients in Indonesia:
This report contains generic information and has not been tailored to the circumstances of any individual or specific Recipient. This information is part of
NORD/LB’s marketing material.

Additional information for Recipients in the Republic of Ireland:

This information has not been prepared in accordance with Directive (EU) 2017/1129 (as amended) on prospectuses (the “Prospectus Directive”) or any
measures made under the Prospectus Directive or the laws of any Member State or EEA treaty adherent state that implement the Prospectus Directive or such
measures and therefore may not contain all the information required for a document prepared in accordance with the Prospectus Directive or the laws.

Additional information for Recipients in Japan:

This information is provided to you for information purposes only and does not constitute an offer or solicitation of an offer to enter into securities transactions
or commodity futures transactions. Although the actual data and information contained herein has been obtained from sources which we believe to be reliable
and trustworthy, we are unable to vouch for the accuracy and completeness of this actual data and information.

Additional information for Recipients in South Korea:

This information has been provided to you free of charge for information purposes only. The information contained herein is factual and does not reflect any
opinion or judgement of NORD/LB. The information contained herein should not be construed as an offer, marketing, solicitation to submit an offer or invest-
ment advice with respect to the financial investment products described herein.

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

Additional information for Recipients in New Zealand:
NORD/LB is not a bank registered in New Zealand. This information is for general information only. It does not take into account the Recipient's financial situa-
tion or objectives and is not a personalised financial advisory service under the 2008 Financial Advisers Act.

Additional information for Recipients in the Netherlands:
The value of your investment may fluctuate. Past performance is no guarantee for the future.

Additional information for Recipients in Poland:
This information does not constitute a recommendation within the meaning of the Regulation of the Polish Minister of Finance Regarding Information Consti-
tuting Recommendations Concerning Financial Instruments or Issuers thereof dated 19 October 2005.

Additional information for Recipients in Portugal:

This information is intended only for institutional clients and may not be (i) used by, (ii) copied by any means or (iii) distributed to any other kind of investor, in
particular not to retail clients. The present information does not constitute or form part of an offer to buy or sell any of the securities covered by the report, nor
should it be understood as a request to buy or sell securities where that practice may be deemed unlawful. The information contained herein is based on in-
formation obtained from sources which we believe to be reliable, but is not guaranteed as to accuracy or completeness. Unless otherwise stated, all views
contained herein relate solely to our research and analysis and are subject to change without notice.

Additional information for Recipients in Sweden:

This information does not constitute (or form part of) a prospectus, offering memorandum, any other offer or solicitation to acquire, sell, subscribe for or
otherwise trade in shares, subscription rights or other securities, nor shall it or any part of it form the basis of or be relied on in connection with any contract or
commitment whatsoever. The present information has not been approved by any regulatory authority. Any offer of securities will only be made pursuant to an
applicable prospectus exemption under the EC Prospectus Directive (Directive (EU) 2017/1129), and no offer of securities is being directed to any person or
investor in any jurisdiction where such action is wholly or partially subject to legal restrictions or where such action would require additional prospectuses,
other offer documentation, registrations or other actions.

Additional information for Recipients in Switzerland:

This information has not been approved by the Federal Banking Commission (merged into the Swiss Financial Market Supervisory Authority (FINMA) on 1 Janu-
ary 2009). NORD/LB will comply with the Directives of the Swiss Bankers Association on the Independence of Financial Research (as amended). The present
information does not constitute an issuing prospectus pursuant to article 652a or article 1156 of the Swiss Code of Obligations. The information is published
solely for the purpose of information on the products mentioned herein. The products do not qualify as units of a collective investment scheme pursuant to the
Federal Act on Collective Investment Schemes (CISA) and are therefore not subject to supervision by FINMA.
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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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