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Market overview
Covered Bonds

Authors: Alexander Grenner // Dr Frederik Kunze

Primary market: new issue premiums are not an exact science!
In a trading week that was to a certain extent interrupted by the public holiday in Germany
(German Unity Day on 3 October), a total of four issuers from four different jurisdictions
approached investors to place a total of EUR 2.4bn on the market. Tatra Banka from Slo-
vakia got the ball rolling here. For what is just this issuer’s second ever EUR benchmark,
Tatra Banka selected a term of four years and communicated the volume in advance of the
transaction (EUR 500m; WNG). The books were opened with an initial guidance in the area
of ms +65bp, with orders of EUR 1.1bn (bid-to-cover ratio: 2.2x) and a final spread of
ms +62bp. At this level, the calculated new issue premium came to +12bp. At the start of
the new trading week, we also saw the first EUR benchmark from Spain for nearly five
months. Banco de Sabadell, which was behind the most recent transaction from Spain
(SABSM 3 1/4 06/05/34) on 28 May, was again in the spotlight on this occasion, issuing a
total of EUR 750m (5.5y) at ms +43bp in a fresh bond deal. The marketing phase got un-
derway at ms +48bp and the new issue premium was again on positive territory at +5bp. In
actual fact, this transaction is a great example of how slightly illiquid secondary trading or
the challenge of determining adequate comparative values can significantly complicate the
fair value calculation. As a result, the new issue premium mentioned above should also be
interpreted with a certain degree of caution. Yesterday (Tuesday 08.10.), two issuers from
the “Core Euro” sub-market in the form of Bausparkasse Wiistenrot (DE) and Achmea Bank
(NL) approached their investors. For its mortgage Pfandbrief (EUR 500m; 7.0y; WNG),
Woistenrot opted for a guidance of ms +44bp area, while the Dutch issuer opened the
books for its fresh EUR benchmark with a term of three years at ms +30bp area. In the end,
the deals were placed at ms +39bp (Wistenrot) and ms +25bp (Achmea; final volume:
EUR 650m), meaning that in both cases narrowing of five basis points versus the original
guidance was possible. The new issue premiums of +1bp (Wistenrot) and +0bp (Achmea)
were at low levels, which viewed in isolation, can at least be seen as an indication of robust

demand.
Issuer Country
Bausparkasse Wiistenrot DE
Achmea Bank NL
Banco de Sabadell ES
Tatra Banka SK

Timing ISIN
08.10. DEOOOWBPOBL7 7.0y

08.10. X$2919192869 3.0y
07.10. ES0413860877 5.5y
02.10. SK4000026043 4.0y

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

Maturity

Size
0.50bn
0.65bn
0.75bn
0.50bn

Spread
ms +39bp
ms +25bp
ms +43bp
ms +62bp

Secondary market: low turnover ahead of issuance activity
The dynamics on the secondary market can once again be described as sluggish. This ap-
plies both to purchasing interest and to sales inquiries. The market was and remains ready
to absorb fresh supply. Nevertheless, the uncertainty regarding the new issue premiums
and fair value must also be seen as an obstacle delaying the price discovery mechanism.

NORD/LB

Rating ESG
-/-/AAA -
-/-/AAA -
-/Aal/- -
-/ Aaa/- -
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EUR sub-benchmarks: new deals from Austria and Finland

In the previous edition of our weekly publication, we briefly reviewed activities on the EUR
sub-benchmark segment in the current year and pointed out that the issuance level seen in
recent years has almost been achieved already. Over the past four to five trading days,
both Oberdsterreichische Landesbank (HYPO Oberésterreich; ticker: OBLB; AT) and POP
Mortgage Bank (POP Asuntoluottopankki Oyj; ticker: POPBGR; FI) approached investors
with fresh deals. The books for the OBLB sub-benchmark (EUR 250m; 6.0y) opened last
Wednesday with guidance in the area of ms +53bp. Eventually, the deal was placed with a
re-offer spread of ms +48bp. POP Mortgage Bank also sought investors for a WNG-format
deal (EUR 250m) and issued the bond with an initial term of five years at ms +52bp (guid-
ance: ms +54bp area).

ECB: what will happen in Slovenia on October 16-17?

The future course of ECB monetary policy remains of relevance for the covered bond mar-
ket. And in this respect, the expectation that the next scheduled meeting (16-17 October)
in Slovenia will lead to another interest rate cut is evidently gathering increased momen-
tum. We had interpreted the press release and Q&A session following the interest rate
decision on 12 September in such a way that we presumed no cut would be on the cards
for October (cf. NORD/LB Fixed Income Special). While the “ECB_Monetary Policy Ac-
counts”, published on 10 October, offered deeper insights into the course of discussions,
the most recent statements emanating from the ECB as well as economic data would, in
the view of some market observers, already make a rate cut in October a fait accompli.
However, we would not be so certain about this. After all, as we also discussed in the Fixed
Income Special cited above, there is a lack of hard economic data supporting this. Weaken-
ing economic activity is therefore more likely to be read from sentiment indicators and was
already part of the projections from September. However, a further rate cut has now be-
come the most likely outcome at the ECB meeting next week, which can also be explained
by developments on the price front, which is lending something of a tailwind to the hopes
of the doves on the council. With regard to the covered bond market, this impetus should
not be overestimated. This is also due to the late phase of the year, in which the majority
of real money investors are already heavily invested with little scope to accordingly adjust
their positions significantly. In terms of the spread, we would in any case view relative val-
ue aspects as the primary influencing factors. Overall, the pathway for interest rate cuts is
also priced in for covered bonds, meaning that some investors are likely to react more to
yield outliers. In the medium term, a normalisation of the yield curve will presumably bring
the longer end back into focus, even for covered bonds — although we still see a need for
some degree of repricing on the spread side.

26th Central European Covered Bond Conference in Budapest

The Hungarian Banking Association and the vdp have invited the Pfandbrief community to
the 26th Central European Covered Bond Conference on 10-11 October. The 2024 edition
of this event is set to take place at the Hungarian Central Bank in Budapest. We are looking
forward to exciting discussions and panels, including on the topic of Article 31 of the Cov-
ered Bond Directive and a current assessment of the performance of the Covered Bond
Framework, as well as on aspects such as the legal obstacles for issuers in relation to cross-
border cover assets. We are sure that the selection of topics combined with many high-
profile guests has all the ingredients for a successful event.


https://www.nordlb.com/my-nord/lb-portals/download/research-document-12845?cHash=b8e825adafa069982b4392ea6709ce40
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12796?cHash=37a373b086a3bb30f74797ef4be76429
https://www.ecb.europa.eu/press/accounts/html/index.en.html
https://www.ecb.europa.eu/press/accounts/html/index.en.html
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S&P publishes German Covered Bond Market Insights 2024

As part of their “German Covered Bond Market Insights” publication series, the rating ex-
perts from S&P recently provided a comprehensive overview of the German covered bond
market and the national mortgage markets, in addition to offering projections with regard
to potential market developments. With an issuance volume of EUR 26bn (as at 5 Septem-
ber 2024), the German covered bond market falls just short of the record years of 2022
and 2023. A large proportion of the new issues was recorded in the first quarter in particu-
lar, not least because of repayments due in connection with the expiration of the ECB pur-
chase programmes. Primary market activity declined in the second and third quarters,
leading the risk experts to conclude that issuance activities will be rather subdued over the
remainder of the year, mainly due to current geopolitical risks and the US election in No-
vember. In terms of German banks’ relatively high CRE exposure, S&P highlights initial signs
of recovery. In addition, the rating experts have tested various covered bond programmes
with CRE exposures of more than 40% and consider the cover pools to be stable even un-
der higher stress scenarios.

EMF-ECBC and Climate Bonds announce partnership

The European Mortgage Federation — European Covered Bond Council (EMF-ECBC) and the
Climate Bond Initiative (Climate Bonds) have announced that they are entering into a part-
nership aimed at promoting green investments, transparency and disclosure. In specific
terms, the issuance of covered bonds that comply with the EU taxonomy is to be promot-
ed. In terms of the details, three objectives have been agreed: 1. “Developing Best Practic-
es” — establishing clear guidelines and standards in order to ensure that covered bonds
comply with the strict requirements of the EU at the same time as promoting transparency
and credibility in the market. 2. “Promoting Market Adoption” — supporting issuers to in-
clude concrete sustainability criteria in their covered bond programmes with a view to
expanding the investment opportunities. 3. “Raising Awareness” — informing stakeholders
such as investors, banks and political decision-makers about the benefits and opportunities
offered by covered bonds aligned with the EU’s sustainability goals. Sean Kidney (CEO of
Climate Bonds) and Luca Bertalot (Secretary General of the EMF-ECBC) are both convinced
that the partnership will help to facilitate the transition to a more sustainable financial
sector and at the same time bolster the appeal and credibility of the covered bond as a
financial tool.

Moody’s: European CRE loans less risky than at the peak

In a recent report, the risk experts from Moody’s state their view that current CRE loans
are significantly more stable than debt issued at the peak of the real estate cycle in 2021
and 2022. This is mainly due to improved vyields and stricter lending standards. Lenders
continue to err on the side of caution when it comes to granting new real estate financing.
At the same time, according to Moody’s, CRE investment will gradually recover, with the
focus here expected to be on sectors that promote digitalisation in particular. However,
investments in new office or retail properties will tend to be limited to premium locations
on account of trends towards working from home and online shopping. Overall, Moody’s is
upgrading the sector outlook for real estate funds and other CRE companies from "nega-
tive" to "stable" due to improved financing conditions as a result of falling interest rates.
According to the rating experts, covered bonds secured by CRE assets are barely affected
by higher-risk loans from the peak of the real estate cycle; at the same time, however, is-
suers have been looking to include a greater volume of new, lower-risk loans in their cover
pools.
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Market overview
SSA/Public Issuers

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

France set to breach EU deficit rules — Prime Minister Barnier sets out plans

Ongoing concerns surrounding the budget situation and national debt in France were
fuelled further last week. As the new French Prime Minister Michel Barnier has an-
nounced, the country is set to breach the debt rules on the budget deficit in the next few
years. According to projections, the head of government is not expecting to reduce the
annual new debt to 3% of nominal gross domestic product (GDP) until 2029. The initial
projection was to reach the target by 2027. As Barnier indicated in his speech to the Na-
tional Assembly on 01 October, the budget deficit this year could come in above the 6%
mark. The government had already warned two weeks ago that the deficit could be much
higher in 2024 than the 4.4% projected by the previous administration. This reflected dis-
appointing tax revenues and a rise in expenditure by local and regional authorities
(cf. NORD/LB Public Issuers Special — Beyond Bundeslaender: Greater Paris [IDF/VDP]). As a
first step, the government therefore intended to strive to limit the deficit in the coming
budget year to under 5% of GDP. To that end, firstly spending would have to be cut and
secondly, taxes for wealthy individuals and large corporations with “significant profits”
would be increased. Worrying conditions in connection with France’s budget have already
prompted rating agency S&P to downgrade the country’s rating (cf. weekly publication of
12 June). This in turn led to a veritable inundation of downgrades for the SSA segment,
with rating downgrades for seven government-related issuers subsequently implemented.
France will now have to present its draft budget for 2025 to the EU Commission by 15 Oc-
tober in order for the EU to verify compliance with its rules. Moreover, a seven-year plan
for reforms and debt reduction will have to be analysed by the EU Commission by the end
of October and then presented to EU finance ministers for approval. In addition, the EU
Commission will deliver its own deficit-reduction recommendations to France and six other
EU Member States in November in the context of the current disciplinary procedures.

KfW-ifo SME barometer: sentiment remains overcast

At the beginning of October, the German national development bank Kreditanstalt fur
Wiederaufbau (ticker: KFW) published the latest data from its KfW-ifo SME barometer.
Sentiment among small and medium-sized enterprises in Germany was still trending
downwards, according to the report. In September, sentiment among SMEs deteriorated
for the fifth time in a row and is now down to -19.4 points, and therefore almost on a par
with the height of the energy crisis in the autumn of 2022. Within the business sentiment
index, the assessment of the current situation was down -2.5 points to -20.1 balance
points. Business expectations for the next six months provided a small ray of hope: here,
an increase of +1.1 points to -18.9 balance points was recorded. However, at that level, it
seems that the expectations of the around 9,500 surveyed companies are still very down-
beat about the future.


https://www.nordlb.com/my-nord/lb-portals/download/research-document-12764?cHash=e5da080f13ae8d725a7054fc8554305c
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12600?cHash=ae4bd7302e3f01c6ed371d8cdc36e6f3
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12600?cHash=ae4bd7302e3f01c6ed371d8cdc36e6f3
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Berlin: budget status report forecasts higher deficit for the current year

Upon presentation by Stefan Evers, Berlin State Minister of Finance, the Senate of the
German federal state of Berlin (ticker: BERGER) approved this year’s budget status report
at its meeting on 01 October. As is clear from the press release, Berlin is likely to close the
current budget year with a deficit of EUR -4.5bn. On the income side, results of the 2022
census together with a deterioration in framework conditions were expected to have an
impact on tax revenues, leading to a shortfall in tax revenues of EUR -24m. Although sun-
dry revenues incl. the capitalisation of assets were projected to be much higher than origi-
nally forecasted (EUR +342m), consumption-related spending was also EUR +1.8bn higher
in total than initially projected. The latter mainly reflected high transfer expenditure be-
tween districts, increased costs for refugees and energy as well as the economic situation
with its inflationary trend. According to forecasts, adjusted revenues in the current budget
year would now be EUR +318m higher, while adjusted expenditure would be EUR +716m
higher in relation to the first supplement to the draft budget for 2024. As such, the already
high projected budget deficit of EUR -4.1bn would deteriorate by a further EUR -398m.

Rhineland-Palatinate: government draft for state budget 2025/26 approved

The cabinet of the German federal state of Rhineland-Palatinate (ticker: RHIPAL) has given
the green light for the government’s draft for the dual budget 2025/26. The draft envisag-
es adjusted revenues of EUR 24.2bn and EUR 25.1bn for the years 2025 and 2026 respec-
tively. This would be offset by adjusted expenditures of EUR 25.2bn (2025) and EUR 25.5bn
(2026). Out of the entire federal state budget, sums of EUR 770m in 2025 and of
EUR 802.1m in 2026 are earmarked for digitalisation, among other aspects. In addition,
next year a new investment programme amounting to EUR 200m is to be initiated in se-
lected municipalities. In the dual budget, the size of the municipal financial equalisation
scheme (KFA) in Rhineland-Palatinate would grow by around EUR +349m in relation to the
2024 budget and would therefore amount for the first time to a total in excess of EUR 4bn.
A sum of EUR 1.2bn would be drawn from reserves in 2025, but there would be no re-
course to reserves in 2026. The overall analysis showed net repayment of EUR 247.5m in
the capital market in 2025. In 2026, the budget envisages net borrowing of EUR 363m in
the capital market. The requirement for a structurally balanced budget would therefore be
met with the government bill for the next two years. “Drawing up the dual budget for 2025
and 2026 is taking place under challenging conditions. The road towards climate neutrality,
economic and social digitalisation along with demographic changes is not only having an
impact on the life of each and everyone of us; the work which lies ahead will also be a ma-
jor challenge for the way in which the state budget is drawn up. This draft budget shows
that the financial policy of Rhineland-Palatinate can work. Citizens and businesses in the
federal state can rely on the following: We will get to grips with the tasks in front of us and
will adapt to the social and economic changes associated with this challenge”, as Alexan-
der Schweitzer, Minister President of the sub-sovereign, Finance Minister Doris Ahnen,
Family Minister Katharina Binz and Minister of Economic Affairs Daniela Schmitt com-
mented in the wake of the cabinet meeting.
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Issuer
EIB

Quebec publishes report covering the first quarter 2024/25

Last week, the Canadian province of Quebec (ticker: Q) published its report for Q1 of
2024/25. As a reminder: the budget year in Canada ends on 31 March of each year. In the
following, we summarise the main results of the report: after stagnation in 2023 (+0.2%),
economic growth is slowly picking up momentum again. In the first two quarters of 2024,
real GDP in Quebec grew by +0.7% against the same period last year. In addition, inflation
has slowed down significantly since the beginning of 2024 and reached 1.5% in August
2024 (Y/Y, Canada: 2%), its lowest level since January 2021. Despite the economic recovery
in evidence since the beginning of 2024, the labour market is muted: there were only
11,600 new jobs created between August 2023 and August 2024 (+0.3%). Meanwhile, un-
employment has risen from 4.4% to 5.7% during the same period, although it is still among
the lowest rates in comparison with other Canadian provinces (6.6% in Canada). Quebec
has reported a budget deficit of CAD -2.6bn (equivalent to EUR -1.8bn) for the first three
months of the year 2024/25. This corresponds to a deterioration of CAD -2.0bn in total
against the same period of the previous year. This is said to mainly reflect the following
factors: above all, a rise in costs for healthcare, social services and education led to an
+8.5% (Y/Y) increase in spending to a total of CAD 39.1bn. Revenues only grew by +2.9% to
CAD 36.9bn. In turn, this increase mainly reflects higher tax revenues on the back of the
positive economic trend, according to the report. In addition, Quebec has already been
active twice in the EUR benchmark segment in the capital market in 2024, raising total
fresh funds of EUR 3.5bn (10y and 15y). For further information, please refer to our
NORD/LB Issuer Guide — Canadian Provinces & Territories 2024.

Primary market

The past trading week in our analysis of the SSA primary market was characterised by a
noticeable drop in issuance activity. Only the European Investment Bank (ticker: EIB) went
to investors with a five-year benchmark worth EUR 4bn in the context of its EARN pro-
gramme. After announcing initial guidance of ms +18bp area at the beginning of the mar-
keting period, the issue was finally priced two basis points tighter at ms +16bp on the back
of strong demand with an order book to match of EUR 23bn. This is the sixth and, accord-
ing to the issuer, at the same time the EIB’s last new EARN issue this year. As part of the
European Union’s (ticker: EU) third syndicated transaction in H2/2024 (cf. funding plan),
the European Union was active with a dual tranche in the form of two taps: The shorter-
dated EU 2.875% 06/12/2027 was tapped by EUR 5bn at ms +1lbp (order book:
EUR 81bn), while the longer-dated EU 3.375% 04/10/2039 was tapped by EUR 6bn at
ms +66bp (order book: EUR 85bn). In the near future, we also have seven mandates on the
list, including, we are pleased to report, the first fresh ESG deals from the German Laender
segment in 2024: BADWUR (EUR BMK, green), NRW (EUR BMK, sustainability), KFW
(EUR 3bn, WNG, 7y), FLEMSH (EUR BMK, 5y), IDAWBG (EUR BMK, 10y, sustainability) along
with (from outside our regular coverage at present) the Japanese issuers JBIC (EUR 500m,
WNG, 6y, green, guidance: ms +35bp area) and TOKYO (expected: EUR 300m, 3y or 5y,

sustainability).

Country Timing ISIN Maturity Size Spread Rating ESG

SNAT

02.10. EUOOOA3L4C16 5.2y 4.00bn ms +16bp AAA / Aaa / AAA -

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


https://www.nordlb.com/my-nord/lb-portals/download/research-document-12417?cHash=69a3bfc9a23e6dce8d2112b0e3ef4ce4
https://www.eib.org/en/investor-relations/press/all/fi-2024-11-eib-eur-earn-2029
https://www.eib.org/en/investor-relations/press/all/fi-2024-11-eib-eur-earn-2029
https://commission.europa.eu/document/download/8056ad06-aa17-46e0-b44a-139004324648_en?filename=Factsheet_Funding%20Plan_July-December%202024_3.pdf
https://nachhaltigkeit.nrw.de/fileadmin/Dokumente/11_Nachhaltigkeitsanleihe/NRW_State_Sustainability_Bond_Framework.pdf
https://nachhaltigkeit.nrw.de/fileadmin/Dokumente/11_Nachhaltigkeitsanleihe/NRW_State_Sustainability_Bond_Framework.pdf
https://www.zaimu.metro.tokyo.lg.jp/documents/d/zaimu/sustainabilitybond_fw_202408_en
https://www.jbic.go.jp/en/ir/greenbond.html
https://www.zaimu.metro.tokyo.lg.jp/documents/d/zaimu/sustainabilitybond_fw_202408_en
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Covered Bonds
A look at the CEE covered bond market

Authors: Alexander Grenner // Lukas Kiihne

Covered bond markets of Central and Eastern Europe

Not least in view of the 26th Central European Covered Bond Conference, which is set to
take place in Budapest on 10 and 11 October (cf. Market Overview) and the recent EUR
benchmark issue from Tatra Banka (Slovakia), it seems to be a good time to dedicate this
article in our weekly publication to take a closer look, once again, at the covered bond
markets of the Central and Eastern Europe (CEE) region. Our analysis will look more broad-
ly at Slovakia (SK), Czechia (CZ), Poland (PL), the Baltic States (Estonia [EE], Latvia [LV] and
Lithuania [LT]) along with Hungary (HU) and Romania (RO), while we shall also discuss po-
tential new markets for EUR issues.

EUR BMK: primary market CEE countries

In the last few years, Slovakia has developed into the most active jurisdiction in the region.
In addition, there were repeated new issues from Czechia. Poland and Estonia are also
represented in the EUR benchmark segment; at present, SK, EE and CZ are represented in
the iBoxx EUR Covered. Until just a few years ago, Hungary still had outstanding EUR
benchmark bonds. However, they matured some years ago. Further jurisdictions, including
Latvia and Romania, also have a covered bond framework, although they have never yet
been active in the EUR benchmark market. The CEE region’s EUR benchmark segment is
currently split between four countries. As we have already mentioned, Slovakia is the most
active EUR benchmark jurisdiction at present with an outstanding volume of EUR 9bn. It is
followed by Czechia at EUR 3.8bn, just ahead of Poland with EUR 3bn. Estonia is in fourth
place with EUR 1bn. The fact that countries such as Czechia and Poland have less outstand-
ing than Slovakia is only surprising at first glance since both countries, apart from issues in
euro, can always fall back on their home currency, namely the Czech koruna (CZK) and
Polish zloty (PLN). Slovakia currently has the most (five) active BMK issuers, followed by
Czechia (2), Poland (1) and Estonia (1).

Country split EUR BMK (EURbn) EUR benchmark issuers from the CEE region

9.50;55%

1.00;

uCz

6% 5

3.80;22%

' -

EURbn

o | . i . .
0 I I I
2019 2020 2021 2022 2023 2024

HVUBSK LUMINO B PKBSK SLOSPO M PKOBHB
PL ®mSK © EE UNICZ B KOMERC BTATSK M CSOBSK

Source: Market data, NORD/LB Floor Research
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EUR SBMK: entry-level segment for issuers eyeing full benchmark status?

The EUR sub-benchmark segment is only served by four banks from the CEE countries.
From Estonia, LHV Pank has only been active in the market once so far — in 2020
(EUR 250m), although it has lately begun to prepare for a new deal (cf. Market Overview
again) - also in the amount of EUR 250m. The only Polish bank to get involved in the EUR
sub-benchmark market is mBank Hipoteczny. In Slovakia, there are two issuers, namely
Slovenska Sporitelna and Tatra Banka, which are active in both the benchmark and the
sub-benchmark segment. Both used their inaugural deals in the market for EUR sub-
benchmarks as a sort of gateway to the market and have subsequently only been active in
the market with benchmark-size issues for publicly placed EUR deals.

Overview: EUR benchmark and sub-benchmark issuers in the CEE region

Issuer (Link)
(as of 30 June 2024)

Komercni Banka
UniCredit Bank CZ
LHV Pank

Luminor Bank
mBank Hipoteczny

PKO Bank Hipoteczny
Ceskoslovenska Obchodna Banka?

Prima Banka

Slovenska Sporitelna
Tatra Banka

Vseobecna Uverova Banka

Covered

BMK/ Cover pool Amount oc EUR BMK LCR level / bond rating

Country volume outstand- . volume Type R . -
SMBK (EURM) ing (EURm) (in%) (EURbn) Risk weight (Fitch /

Moody’s/ S&P)
(o4 BMK 628.9 505.2 24.5 0.50 SB 1/10% AAA /- /-
(o4 BMK 7,542.1 4,450.2 69.5 2.00 SB 1/10% -/Aa2/-
EE SBMK 676.0 500.0 35.2 0.25 SB 2A /10% -/Aal/-
EE BMK 3,130.1 1,750.0 78.9 1.00 SB 1/10% -/Aal/-
PL SBMK 1,958.4 1,430.1 36.9 0.60 SB/CPT 2A/10% -/Aal/-
PL BMK 3,673.0 1,559.0 135.6 0.50 SB/CPT 1/10% -/Aal/-
SK BMK 784.8 650.0 20.7 0.50 SB 1/10% -/Aaa/-
SK BMK 3,915.0 3,000.0 30.5 1.50 SB 1/10% -/ Aaa/-
SK BMK/SBMK 5,771.8 4,151.4 39.0 2.50 SB 1/10% -/ Aaa/-
SK BMK/SBMK 2,278.2 1,885.0 20.9 0.50 SB 1/10% -/ Aaa/-
SK BMK 4,758.3 4,300.7 10.5 3.50 SB 1/10% -/Aal/-

Source: Market data, NORD/LB Floor Research

1 Data from 31 March 2024

Is anything happening beyond the EUR benchmark and sub-benchmark markets?

Apart from the jurisdictions with outstanding EUR-denominated covered bonds already
mentioned, we would also like to mention four further CEE countries which are not cur-
rently active in the market with EUR bonds. In this context, we propose to look briefly at
the covered bond jurisdictions of Hungary, Latvia, Lithuania and Romania. At the same
time, we should point out that all four covered bond frameworks were either adjusted or
implemented in the wake of the implementation of the EU Covered Bond Directive and
that they meet the European minimum standard.

Hungary: Mortgage Funding Adequacy Ratio favours covered bond issues

In our view, the jurisdiction of Hungary has been on the cusp of a EUR transaction in the
benchmark or sub-benchmark segment for some years now. This is justified not least by
the fact that, although the bulk of mortgages are still funded through deposits, there is
nevertheless a clear uptrend in wholesale funding. Covered bonds now account for over
30% of refinancing of residential mortgages. This reflects not least a ratio imposed by the
National Bank of Hungary (Mortgage Funding Adequacy Ratio), which stipulates that at
least 25% of all outstanding residential mortgages must be funded by mortgage bonds.
Hungarian covered bond issuers mainly have recourse to their domestic currency, the for-
int (HUF), and, at the end of 2023, had the equivalent of EUR 5bn in outstanding covered
bonds. Moreover, in December 2023, OTP Bank opted to place a EUR 500m bond, which is
not included in the EUR iBoxx Covered index in view of the terms and conditions of the
issue. Nevertheless, this can be seen as a sign that the eastern European jurisdiction could
potentially be ready to make a real comeback in EUR.


https://www.kb.cz/en/about-bank/obligatory-published-information/information-on-securities
https://www.unicreditbank.cz/en/ostatni/debt-investor-relations.html
https://investor.lhv.ee/en/covered-bonds/
https://luminor.ee/investors#covered-bonds
https://www.mhipoteczny.pl/en/investor-relations/cover-pool-information/
https://www.pkobh.pl/en/
https://www.csob.sk/documents/11005/1068881/kryci-subor-31032024.pdf
https://www.primabanka.sk/o-banke/pre-investorov/pre-investorov?loc=en
https://www.slsp.sk/en/personal/investing/dlhopisy
https://www.tatrabanka.sk/en/about-bank/economic-results/covered-bonds/
https://www.slsp.sk/en/personal/investing/dlhopisy
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Latvia, Lithuania and Romania as potential markets?

Latvia has only had a covered bond framework which meets the requirements of the EU
directive and is CRR compliant since 2021. So far, there have been no issues from Latvia. In
Lithuania, the covered bond framework also complies with the Covered Bond Directive and
EU harmonisation requirements. A number of market participants are hoping for some
potential for Lithuania to pass the test on the international covered bond markets through
the creation of a pan-Baltic covered bond market. In this context, the issuance potential of
individual issuers would, among other aspects, be enhanced through the fact that cover
pools could consist of assets domiciled in Estonia, Lithuania and/or Latvia. The underlying
idea should help comparatively smaller issuers and jurisdictions to reach critical mass. As
regards the jurisdiction of Romania, we also see chances of future EUR transactions in pub-
lic format. After all, as far back as 2019, there was already a EUR 200m private placement
which was issued under Alpha Bank Romania's Global Covered Bond Programme with a
volume of EUR 1bn.

Poland: specific feature of the legislation with regard to maturity structure

In the following, we look at selected features that are specific to individual covered bond
jurisdictions active in the market for publicly placed EUR deals, starting with Poland. As we
have already mentioned, Polish issuers prefer their own currency, the zloty, for new cov-
ered bond issues. So far, only PKO Bank Hipoteczny has been active in the EUR benchmark
segment. A specific feature of the Polish legislation relates to the option to extend the
maturity of a bond, which can be described as a hybrid of soft bullet and CPT structure.
Covered bonds which cannot be serviced at their maturity date are initially extended for
12 months. Subsequently, tests are carried out at six-month intervals to see if there are
sufficient assets and liquidity to meet investor claims. Should this not be the case, then
once the 12-month period has come to an end, the bond transitions to a CPT structure.
However, this can be prevented with a two-thirds majority of investors. Moreover, in 2022,
there was a change in relation to the type of interest on mortgage loans. Whereas in the
past variable rates were the norm in Poland, there are now mostly fixed-rate mortgages.

Slovakia: long mortgage loans and high loan-to-deposit ratios

The Slovakian mortgage market is also dominated by fixed-rate products; variable rates are
almost non-existent. Fixed rates for a period of between three and five years are the norm
in the case of over 90% of new mortgage loans. On the other hand, 26 years is the average
when it comes to the term of the mortgages. More than half of residential mortgages have
an initial term of 30 years, while less than 17% have a term of 20 years or less. The trend
for longer mortgages has been in evidence for some years now. Another common feature
of the Slovakian mortgage market is a high proportion of loans granted by financial advis-
ers. In 2023, they accounted for 64% of the total lending volume. This trend is viewed criti-
cally by the Slovakian central bank, since loans brokered by financial advisers are riskier
and more expensive for customers. As regards the banks, loan-to-ratio deposits are defi-
nitely on the high side (on average 107% in 2023). However, this is still regarded as appro-
priate since banks can adequately refinance using covered bonds. Covered bonds should
therefore remain an important refinancing avenue for Slovakian banks.
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ASW spreads: CZ and SK (3y; generic)
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Czechia: mortgage loans on the rise again after marked downturn

The Czech mortgage market was hit especially hard by the sharp, inflation-driven rise in
interest rates in 2022. The number of new mortgages issued slumped by 25%, before pick-
ing up again slowly in 2023. Prospects for an initial monetary policy easing led to the first
cut in long-term interest rates at the beginning of 2024 and to an increase in the issue of
new mortgage loans. The government is trying to support Czech households in the imple-
mentation of new energy-saving measures with the help of the New Green Savings Pro-
gram. The programme is funded from the trade of emissions certificates and, among other
things, subsidises the construction or sale of low energy-consumption buildings or the use
of renewable energies for heating buildings. In the Czech mortgage market, the three big-
gest banks jointly hold 75% of the country’s entire mortgage loan portfolio. To date, how-
ever, only UniCredit Bank CZ has issued EUR-denominated covered bonds in benchmark
format, a fact which reflects the preference for the domestic currency already mentioned

earlier. In future, however, we expect further growth in this area with the odd potential
newcomer.

ASW spreads: EE and PL (3y; generic)
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Conclusion and outlook

The picture in the CEE market is very disparate. Whereas Czechia, Hungary or even Poland
prefer to issue in their own currency since they do not belong to the eurozone, Slovakia is
increasingly active in the market for EUR benchmarks. The recent new issue from Tatra
Banka and this year's debut by Ceskoslovenska Obchodna Banka point towards a growing
market which now has five active benchmark issuers. On the other hand, banks from
smaller jurisdictions such as Estonia also remain active and regularly use covered bonds as
a funding vehicle. In our view, it is only a question of time before issuers from Hungary dip
their foot into the EUR-denominated covered bond market. Falling interest rates are pres-
ently contributing to a recovery in the mortgage lending markets and simultaneously lead-
ing to a greater funding requirement by banks, which should support growth in the eastern
European covered bond markets in the near future. We believe that such a trend should
also be welcomed from an investor point of view, and not just because of spread premi-
ums against core jurisdictions.
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SSA/Public Issuers
NGEU: Green Bond Dashboard

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

Introduction

In 2022, the European Union launched its NextGenerationEU Green Bond Dashboard. It
provides transparent insights into sustainable investments made and those planned as part
of the Recovery and Resilience Facility (RRF). Green bonds worth almost EUR 65.2bn in
total have been placed to date under the NextGenerationEU programme (NGEU). The Eu-
ropean Commission stated that of the proceeds raised, some EUR 43.1bn so far have been
invested in the Member States. These figures might seem rather sobering and not just at
first glance. Based on the expenditures reported to date in connection with the approved
national recovery and resilience plans of the various EU Member States, a total of
EUR 265.6bn is eligible for inclusion in the pool of green bonds financing in the period up
to the end of 2026. The highest share by far has been recorded for Italy at EUR 74.1bn,
closely followed by Spain at EUR 69.0bn.

NGEU review

We will start with a brief review of the NGEU programme, which was adopted by the Euro-
pean Council as a stimulus package in the wake of the onset of the COVID-19 pandemic in
2020. It comprises a volume of just over EUR 800bn (at current prices). The aim of the
package is for the EU to emerge stronger from the pandemic, transform national econo-
mies within the Member States as well as create job opportunities. The above-mentioned
Recovery and Resilience Facility represents the core element of NGEU and comprises a
total volume of EUR 723.8bn. It is used to provide loans (of up to EUR 385.8bn, repayable
by the relevant Member States) and grants (of up to EUR 338bn). The remaining amount of
EUR 83.1bn is to be used to finance key projects of the EU. New sources of revenue, divid-
ed into three pillars, are also used to support the EU budget: Emissions trading, Carbon
Border Adjustment Mechanism (CBAM) and residual profits of multinational companies.
The remaining volume of EUR 83.1bn is to be used for key EU projects.

Eligible investments for NGEU green bonds by jurisdiction according to recovery and resilience plans

75 +

60 -

EURbn

30 +-

15 +-

45 +

IT

ES

PL

FR

GR RO DE PT HU NL CZ BG BE SK HR AT LT N SE FI Lv. DK EE cy IE MT LU

Source: EU, NORD/LB Floor Research


https://ec.europa.eu/info/strategy/eu-budget/eu-borrower-investor-relations/nextgenerationeu-green-bonds/dashboard_en
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Recovery and Resilience Facility

The RRF came into force in February 2021 and is a temporary financing tool. It enables the
European Commission to make funds available to its Member States for financing reforms
and investments that are in line with the EU’s priorities. The dual objective pursued on the
basis of the facility covers the EU’s intention to be climate neutral by 2050 as well as the
introduction/further advancement of a digital transformation in the EU. To receive RRF
funds, Member States must submit plans for investments and reforms which both promote
national economic recovery and strengthen social resilience. Countries may be granted
financial means up to a specified amount based on forecasts. Last year, the number of
approved recovery and resilience plans (RRP) rose to 27 and consequently now encom-
passes all EU Member States. The above chart reflects this. Green bond eligible invest-
ments were only anchored in Hungary’s amended recovery plan at the end of 2023. For
this reason, the country was not yet included in our review of the Green Bond Dashboard
last year. In principle, specific targets apply to the RRP: these include that 20% of the
planned expenditure is to be allocated to digital measures and 37% to green measures.
Combined, the approved RRP actually go beyond these figures: at 26% and 40% respective-
ly, both the share of expenditure on the digital transformation and that on measures con-
tributing to climate objectives exceed the specified targets. The facility is based on a total
of six elements:

e Green transition

e Digital transformation

e Smart, sustainable and inclusive growth

e Social and territorial cohesion

e Health and economic, social and institutional resilience
e Policies for the next generation

The RRF is performance-based, which means that the European Commission only pays out
the relevant amounts to countries in the form of tranches when they have achieved the
agreed milestones and targets towards completing the investments and reforms included
in their respective national RRP. As soon as the European Commission has approved an
RRP, relevant loans are agreed with the Member State. Once agreements have been
signed, countries then receive up to 13% of the relevant amount in prefinancing — within
two months “where possible”. An assessment of the previously defined milestones is sub-
sequently carried out up to twice a year. If the milestones have been achieved, the next
payment is disbursed at the relevant Member State’s request. If the European Commission
concludes that not all milestones and targets have been fulfilled satisfactorily, it may only
make a partial payment. The relevant country then has six months in which to take the
necessary measures for achieving the specific milestone. If the country fails to achieve it
within the prescribed period of time, the European Commission may reduce the total
amount of financial support. However, the member state may also decide that objective
circumstances make it impossible to achieve the specified milestones and targets. In this
case, there is the option of presenting a revised plan to the European Commission for ap-
proval.
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Breakdown of green bond-eligible investments Germany: green bond-eligible investments
by category (EURbnN) according to the RRP (EURbn)
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The German recovery and resilience plan

The RRP Germany presented was first approved on 13 July 2021 and revised versions then
on 14 February 2023, 8 December 2023 and 16 July 2024. The plan provides for grants
amounting to EUR 30.3bn. Of this, at least 49.5% is earmarked for climate objectives and
47.5% for the digital transformation. Germany has applied for less than Romania or
Greece, for example, and is in seventh place in terms of the highest amounts requested by
Member States. We have continually criticised this fact since 2021. In a study conducted
on behalf of Germany’s Federal Ministry of Finance in 2021, the German Institute for Eco-
nomic Research (Deutsches Institut fir Wirtschaftsforschung, DIW) projected that the
country’s GDP in real terms for 2040 could be 1.9% higher as a result of measures outlined
in Germany’s RRP, assuming that all other conditions remain the same, and additionally,
up to 230,000 new jobs may be created. However, at the time of the study, the war in
Ukraine, interest rate hikes and inflation, for example, had not yet happened. According to
the study, Germany does not just benefit from its national RRP. In view of the expected
economic upswing in other member states — as a result of the NGEU programme — an in-
crease in exports is expected with the associated spillover effects that in turn would boost
economic growth. In detail, Germany’s national plan in respect of the green transfor-
mation, for example, specifies EUR 3.7bn for decarbonising the economy — industry, in
particular — with a focus on developing a powerful hydrogen economy along the entire
value chain. An amount of EUR 7bn is indicated for a more sustainable transport sector,
especially in terms of electric vehicles, both cars and public transport. Furthermore, an
amount of EUR 6.2bn is to be spent on a large-scale renovation programme to increase the
energy efficiency of residential buildings. Regarding the digital transition, an amount of
EUR 1.5bn, for example, is earmarked for a Europe-wide initiative in the area of microelec-
tronics and communications technology. An additional EUR 750m is to be invested in an-
other pan-European project involving cloud infrastructure and services. The plan also spec-
ifies EUR 2.5bn for the digitalisation of public services in accordance with the German
Online Access Act (OZG). Regarding green bond eligible funds, the plan specifies that of the
total amount of EUR 30.3bn, EUR 11.3bn may be financed on the basis of green bonds. In
this respect, the highest share is attributable to the category of clean transport and infra-
structure at EUR 4.7bn (41%). An amount of EUR 2.5bn (22%) is allocated to the energy
efficiency category, followed by research and innovation activities supporting the green
transition at EUR 1.9bn (16%). In the categories of clean energy, digital technologies and
“other” an aggregated volume of EUR 2.3bn (20%) can be financed via green bonds.


https://ec.europa.eu/info/business-economy-euro/recovery-coronavirus/recovery-and-resilience-facility/germanys-recovery-and-resilience-plan_en
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Green bond proceeds: largest investments in green transport and infrastructure
Considering all investments eligible for inclusion with regard to green bonds, clean
transport and infrastructure is ahead by a considerable margin. This category accounts for
EUR 72.1bn of the total green bond eligible investments amounting to EUR 265.6bn. The
next biggest area is energy efficiency at EUR 68.4bn. Investments totalling EUR 60.6bn are
planned for clean energy, followed by EUR 22.0bn for water and waste management. The
other, no less important, categories share the remaining amount of EUR 42.5bn. Overall, a
clear trend is emerging: Europe intends to become greener and more sustainable, espe-
cially regarding travel and transport. Unsurprisingly, one Member State is taking the lead
here: of Italy’s green bond eligible investments totalling EUR 74.1bn, almost 39%
(EUR 28.9bn) is allocated to clean transport and infrastructure.

Conclusion and outlook

Without doubt, the NGEU programme with a volume in excess of EUR 800bn will go down
in the history books. To better illustrate its size, the total amount surpasses the Marshall
Plan of 1948 many times over. Similar to that plan — although this admittedly is a slightly
imperfect comparison — the focus of the NGEU programme is on economic recovery. While
no cities are in ruins in the EU Member States, the impacts of the COVID-19 pandemic and
energy (price) crisis on national economies are undeniable. The EU has logically combined
the necessary (economic recovery) with the beneficial (climate action and digital transfor-
mation). Fulfilling the terms of the Paris Agreement on climate change is a cross-border
challenge. It is even more desirable for the EU to steer investments into green and sustain-
able projects via its NGEU programme. This has also been accepted by the EU Member
States, and specified investment targets in respect of climate objectives and the digital
transition are exceeded. Yet, we would have hoped for a higher figure when it comes to
Germany’s national recovery and resilience plan. Our readers in Germany are probably
aware of plenty of situations and places in which an expansion of the digital or transport
infrastructure is required. In terms of a couple of examples, just think of the need to digit-
ise the systems of public authorities or the shocking moment when part of a bridge in
Dresden collapsed in September this year. We doubt that the planned expenditure will be
enough to implement adequate and above all cutting-edge infrastructure. Nevertheless,
the EU’s transparency regarding the use of proceeds should be praised. For this purpose,
we published the NGEU Green Bonds Allocation and Impact Report for the first time in
December 2023 with the aim of providing up-to-date information on the allocation of
green bond proceeds as at the reference date of 01 August 2023 and presenting the im-
pacts of the investments financed by means of green bonds. As a major and, in terms of
volume, the most important issuer of (both traditional and green) bonds included in our
coverage, this is the right way to remain attractive to investors in the capital market.



https://commission.europa.eu/document/download/0c7781c8-7121-4c01-9588-e8b79bd1cfc4_en
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Charts & Figures
Covered Bonds
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EUR benchmark volume by region (in EURbnN)
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EUR benchmark maturities by month
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EUR benchmark emission pattern
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Spread overview?
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Charts & Figures
SSA/Public Issuers
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Spread development (last 15 issues)
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Germany (by segments)
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ECB tracker

Asset Purchase Programme (APP)
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Covered Bond Purchase Programme 3 (CBPP3)
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Appendix

NORD/LB

Overview of latest Covered Bond & SSA View editions

Publication
31/2024 ¢ 02 October

29/2024 ¢ 18 September

28/2024 ¢ 11 September

27/2024 ¢ 04 September

26/2024 ¢ 21 August

25/2024 ¢ 14 August

24/2024 ¢ 07 August

23/2024 ¢ 10 July

22/2024 ¢ 03 July

21/2024 ¢ 26 June

20/2024 ¢ 19 June

19/2024 ¢ 12 June

18/2024 ¢ 29 May

17/2024 ¢ 15 May

16/2024 ¢ 08 May

15/2024 ¢ 24 April

14/2024 ¢ 17 April

NORD/LB:
Floor Research

Topics

A review of Q3 in the Covered Bond segment

Teaser: Beyond Bundeslaender — Spanish Regions

ECBC publishes annual statistics for 2023

Sukuk bonds — an update on sharia-compliant investments

Banca Sella joins the EUR sub-benchmark segment

Teaser: Beyond Bundeslaender — Autonomous Portuguese regions
New Pfandbrief issuer: Lloyds Bank GmbH

Agencies and resolution instruments of the BRRD

Central bank eligibility of covered bonds

Teaser: Issuer Guide — German Agencies 2024

Development of the German property market (vdp index)
Classification of Supranationals and Agencies under Solvency |
Transparency requirements §28 PfandBG Q2/2024

Teaser: Issuer Guide — Spanish Agencies 2024

Repayment structures on the covered bond market: An update
SSA review: EUR-ESG benchmarks in H1/2024

Covereds: Half-year review and outlook for the second half of 2024
SSA half-year review 2024

The covered bond universe of Moody’s: An overview

Teaser: Issuer Guide — Austrian Agencies 2024

New EUR benchmark issuer from Slovakia

ECB repo collateral rules and their implications for Supranationals & Agencies
ESG covered bonds: Green deals continue to dominate

Teaser: Issuer Guide - Nordic Agencies 2024

Transparency requirements §28 PfandBG Q1/2024

Development of the German property market (vdp Index)

Spotlight on the EU as a mega issuer

Standard Chartered Bank Singapore boosts APAC growth
Stability Council convenes for 29th meeting

Whats happening away from the benchmark?

Teaser: Issuer Guide — Dutch Agencies 2024

A covered bond view of Portugal: Welcome back!

Credit authorisations of the German Laender for 2024

Moody's covered bond universe: An overview
SSA review: EUR-ESG benchmarks in Q1/2024

NORD/LB:
Covered Bond Research

NORD/LB:
SSA/Public Issuers Research

Bloomberg:
RESP NRDR <GO>
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Appendix
Publication overview

Covered Bonds:

Issuer Guide — Covered Bonds 2024

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 Q2/2024 (quarterly update)

Transparency requirements §28 PfandBG Q2/2024 Sparkassen (quarterly update)

SSA/Public Issuers:

Issuer Guide — German Laender 2024

Issuer Guide — German Agencies 2024

Issuer Guide — Canadian Provinces & Territories 2024

Issuer Guide — European Supranationals 2023

Issuer Guide — French Agencies 2023

Issuer Guide — Nordic Agencies 2024

Issuer Guide — Dutch Agencies 2024

Issuer Guide — Non-European Supranationals (MDBs) 2024

Beyond Bundeslaender: Belgium

Beyond Bundeslaender: Greater Paris (IDF/VDP)

Beyond Bundeslaender: Spanish regions

Fixed Income Specials:

ESG-Update 2024

ECB decision: Cut, sleep, repeat

NORD/LB: NORD/LB: NORD/LB: Bloomberg:
Floor Research Covered Bond Research SSA/Public Issuers Research RESP NRDR <GO>
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Appendix
Contacts at NORD/LB

Floor Research

Dr Frederik Kunze

Covered Bonds/Banks

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

Lukas Kiihne
Covered Bonds/Banks

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

Alexander Grenner

Covered Bonds/Banks

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

je
Aot
-_——
+49 157 851 65070 \ = 4 +49 176 152 89759
alexander.grenner@nordlb.de )’/‘ lukas-finn.frese@nordlb.de
Sales Trading
Institutional Sales +49 511 9818-9440 Covereds/SSA +49 511 9818-8040
Sales Sparkassen & Regionalbanken +49 511 9818-9400 Financials +49 511 9818-9490
Institutional Sales MM/FX +49 511 9818-9460 Governments +49 511 9818-9660

Fixed Income Relationship

Management Europe ¥352452211-515

Linder/Regionen +49 511 9818-9660

Frequent Issuers +49 511 9818-9640

Origination & Syndicate Sales Wholesale Customers

Origination FI +49 511 9818-6600 Firmenkunden +49 511 361-4003

Origination Corporates +49 511 361-2911 Asset Finance +49 511 361-8150

Treasury Relationship Management

+49 511 9818-9620

+49 511 9818-9650 Institutionelle Kunden

Liquidity Management/Repos rm-vs@nordlb.de

Offentliche Kunden 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), SonnemannstraBe 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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