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Market overview
Covered Bonds

Authors: Alexander Grenner // Lukas Kiihne

Primary market: entering the final sprint ahead of the US election?

New issuance activities continued at pace over the past five trading days too. Against the
backdrop of the US presidential election, which is now less than two weeks away, this
hardly comes as a surprise, as many issuers are keen to take advantage of the current
funding window in order to get ahead of any potential uncertainties in the wake of Ameri-
cans going to the polls. Last week, Argenta Spaarbank approached investors for the second
time this year. As was the case with the deal at the end January (EUR 750m; 10y), the Bel-
gian issuer opted for another green covered bond, albeit with a far shorter term of just
three years on this occasion. Over the course of the marketing phase, a total of EUR 750m
was raised, generating a fairly notable bid-to-cover ratio of 3.1x in the process. LBBW and
CFF, two regular issuers on the primary market, got the ball rolling in the new trading
week. The Stuttgart-based bank placed a public Pfandbrief with a pre-defined size of
EUR 500m. After having already issued four mortgage Pfandbriefe this year, the last three
deals from LBBW have now all been in public format. Following a period of absence lasting
nearly four full weeks, a French issuer in the shape of CFF returned to the market. Owing
to the uncertainty surrounding the French budget, issuers from this jurisdiction have large-
ly been consigned to the sidelines since the end of the summer recess. On balance, how-
ever, the current deal (EUR 500m; 5.0y) in social format attracted a well-filled order book,
which can presumably be put down to the strong demand we regularly see for ESG deals.
Yesterday (Tuesday 22.10.), another French issuer, namely BNP Paribas Home Loan, fol-
lowed hot on the heels of CFF with a new covered bond worth EUR 500m (3.0y; WNG). The
original guidance came in at ms +28bp area, before narrowing by six basis points after the
books closed to a final spread of ms +22bp. Miinchener Hypothekenbank also announced a
new green deal in the amount of EUR 500m. A term in excess of six years was selected for
marketing, with the final spread ultimately set at ms +28bp.

Issuer Country  Timing ISIN Maturity  Size Spread Rating ESG
Minchener Hyp DE 22.10. DEOOOMHB40J0 6.3y 0.50bn  ms +28bp -/ Aaa/- X
BNP Paribas Home Loan FR 22.10. FROO1400TNF1 3.0y 0.50bn  ms +22bp AAA /- | AAA -
CFF FR 21.10.  FRO01400TM31 5.0y 0.50bn  ms +41bp -/ Aaa/ AAA X
LBBW DE 21.10. DEOOOLB4W514 4.0y 0.50bn ms +22bp -/ Aaa/- -
Argenta Spaarbank BE 16.10. BE6356934396 3.0y 0.75bn  ms +29bp -/-/AAA X

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

Secondary market: new deals under pressure

Increased Bund yields and the resulting narrowing of the Bund swap spread have limited
the pressure on covered bond spreads and the performance potential of fresh supply. At
least ESG deals have performed well in particular. From a relative value perspective, the
covered bonds in the secondary market also appear less attractive than bonds from other
asset classes in the rates universe or newly placed covered bonds that offer significant new
issue premiums.
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Rating upgrade for Iccrea Banca

Against the backdrop of improved profitability and cost controls, in addition to progress in
connection with streamlining the operational structure and diversification of income
sources, the ratings experts from DBRS have upgraded the Long-Term Issuer Rating of
Iccrea Banca. In so doing, the rating has improved by one notch from a previous level of
BBB (low). Moreover, the rating experts highlight the fact that Iccrea Banca has successful-
ly further reduced the share of NPLs in the credit portfolio despite a challenging market
environment. In our opinion, however, the rating upgrade should not have any immediate
impact on the rating of the bank’s covered bond programme, which is currently rated at
Aa3 by Moody's. This year, lccrea Banca has already been active with two deals in the
EUR benchmark segment, most recently placing a covered bond in the amount of EUR
750m on the market in May 2024. Overall, Italian covered bond issuers have been quite
active on the market this year. With an issuance volume of EUR 9.5bn, nine Italian issuers
have approached investors with 15 transactions. Looking ahead to the rest of the year, we
expect new issues from ltalian banks totalling EUR 1.5bn. Maturities from Italy will amount
to EUR 8bn in 2024, resulting in a positive net supply of EUR 3bn.

vdpExpertise: stabilisation of recovery rates for Austrian real estate

The experts from vdpExpertise tackled the relevant economic influences on the Austrian
real estate sector in a recent analysis (cf. press release). Despite a falling vacancy rate and
rising real wages, residential property prices continued to fall in the first two quarters of
2024, according to the Austrian National Bank (OeNB). In addition to the high interest rate
level, this development is down to continued economic weakness in Austria. However,
according to the real estate service provider CBRE, falling interest rates should lead to a
stabilisation of returns in the commercial and residential real estate segments. In the of-
fice property market in particular, stable developments in terms of rental prices can be
expected against the background of low completion and vacancy rates. The figures for the
compulsory sales of real estate assets, which are expected to have stabilised in 2024, re-
veal a similar picture. From our point of view, stabilising real estate prices in the CRE seg-
ment in particular should also have a positive effect on the asset quality in the cover pools
of Austrian covered bonds. In addition to Germany, Austria is one of the few jurisdictions
in which CRE assets account for a not insignificant share of the cover pools of some cov-
ered bond issuers. Nevertheless, in our opinion, the cover pools of Austrian covered bond
issuers are of high credit quality irrespective of their CRE exposures. We provide an updat-
ed overview of the issuers active in the EUR benchmark and EUR sub-benchmark segments
in the country as part of our NORD/LB Issuer Guide Covered Bonds 2024, which was pub-
lished just a few weeks ago.



https://www.gruppobcciccrea.it/Pagine/InvestorRelations/Ratings.aspx
https://www.vdpexpertise.de/wp-content/uploads/2024/10/241017-Erloesquotenbericht-Oesterreich-de-final.pdf
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12815?cHash=3f0d54f28e1ba229fcab105bdfa2f6da
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Sovereign ratings as a limiting factor for covered bond ratings

Covered bond ratings are significantly influenced by a range of issuer-specific and cover
pool-specific factors. These include, for example, issuer creditworthiness and cover pool
structure. While these factors can be evaluated as more or less influential in a country
depending on the issuer or programme in question, the rating agencies Fitch, Moody’s and
S&P, among others, have integrated a limiting country factor into their rating methodolo-
gies that ties the best-possible rating of a covered bond to the sovereign rating. At Fitch
and Moody'’s, this is known as the "country ceiling", while S&P uses the term "covered
bond sensitivity to sovereign default risk". The general concept, however, is the same for
all three rating agencies: first, the best-possible rating of the covered bond is determined
before being compared with the maximum possible rating in the respective jurisdiction.
Where the best-possible rating of the covered bond programme exceeds the maximum
rating permitted in the respective jurisdiction, this is limited by the country ceiling or the
covered bond sensitivity to sovereign default risk. In addition to the country ceiling, the
rating experts at Fitch also take into account something known as the "sovereign rating
cap", which is intended to reduce the volatility of a potential downward rating adjustment.
In the event of a limiting country ceiling, unused notches of uplift serve as protection
against possible downgrades of the covered bond.

Top ratings in various jurisdictions

While the overwhelming majority of covered bond jurisdictions active in either the
EUR benchmark or EUR sub-benchmark segments are not impacted by any limiting rating
factors, it is the case for some relevant countries where the country ceiling can occasional-
ly preclude a better rating for covered bond issuers. These countries include, for example,
Italy (country ceiling Fitch / Moody’s / S&P: AA / Aa3 / AA-), Spain (AAA / Aal) and Poland
(AAA / Aal), among others. When Moody’s upgraded the sovereign rating of Portugal
from Baa2 to A3 in November 2023, the rating agency also adjusted the country ceiling at
the same time. Previously, it was only possible for the covered bond programmes of Por-
tuguese issuers to be rated at a maximum of Aa2, while now all programmes rated by
Moody’s benefit from the top rating of Aaa. Accordingly, it should be noted that covered
bonds from Spain or Italy do not necessarily have worse credit quality in their cover pools
than, for example, their German or French peers, but cannot benefit from the top ratings
of AAA or Aaa at present. Aside from the countries we listed above, Hungary in particular
can, in our view, be regarded as another jurisdiction in which the country ceiling and its
effects are highly relevant. In fact, Hungary is one of the markets where we consider a
"comeback" to the EUR benchmark segment or EUR sub-benchmark segment to be highly
likely. In line with the rating agencies' methodologies outlined above, covered bond deals
from Hungarian issuers could currently be awarded a maximum rating of A1 (Moody’s) or
AA- (Fitch). When marketing a new deal (in either EUR benchmark or EUR sub-benchmark
format, for example), this would, in turn, lead to a pick-up above and beyond the usual
level of a debut transaction, which cannot be fully put down to issuer or programme-
specific risk factors.
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ECB Bank Lending Survey: conditions for property financing begin to ease

The European Central Bank (ECB) has published the results of its latest Bank Lending Sur-
vey (BLS) for the month of October 2024. According to the report, credit conditions for
companies have remained stable overall after having been continuously tightened for
more than two years. At the same time, the conditions for residential real estate financing
have eased somewhat, mainly due to fierce competition among banks. Conversely, condi-
tions for consumer loans have tightened on account of heightened risks. The falling inter-
est rate level and generally improving sentiment on the real estate market led to a strong
recovery in demand for housing loans, which we believe is also good news for the covered
bond market. The increased demand for consumer loans slowed slightly, but was accom-
panied by increased consumer confidence, among other aspects. For the first time since
the end of 2022, banks noted a negative impact of falling interest rates on their net inter-
est income. The banks expect that this trend will intensify, leading to profitability coming
under increased pressure in comparison with the high interest rate phases in 2022/23. The
BLS is conducted quarterly and is intended to help improve our understanding of lending
behaviour on the part of eurozone banks. The current edition of the report also highlights
the differences compared with the survey in the previous quarter. On this occasion, a total
of 156 banks were surveyed, with a response rate of 99%.


https://www.ecb.europa.eu/press/pr/date/2024/html/ecb.pr241015~58bb159951.en.html

7 / Covered Bond & SSA View // 23 October 2024 NORD/LB

Market overview
SSA/Public Issuers

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

ECB: An autumn of interest rate cuts that wasn’t supposed to be?

The decision-makers from the European Central Bank (ECB) convened last week for their
only meeting of the year to be held outside the bank’s Frankfurt headquarters. At this,
their penultimate meeting of 2024, monetary policy measures were discussed in the prem-
ises of Slovenia’s central bank. For the third time this year and at the second consecutive
meeting, the ECB’s Governing Council resolved a downward adjustment to all three of its
key interest rates. As a result, the interest rate for main refinancing operations was cut to
3.4% while the interest rate for the marginal lending facility (3.65%) and the deposit facility
rate (3.25%) were also reduced by 25 basis points each. Just five weeks after the Governing
Council’s previous meeting, the pace of easing was therefore further accelerated and, un-
expectedly, by a unanimous vote. In our NORD/LB Fixed Income Special, we outlined how
the arrival of more rapid disinflation than forecast in combination with disappointing eco-
nomic indicators changed sentiment among the decision-makers of the ECB, shifting their
focus from too high inflation to sluggish economic growth. We have previously described
what appeared to be a neck-and-neck race between doves and hawks, from which the
doves have ultimately emerged victorious. However, we are sticking to our opinion that
economic weakness alone should not lead to an interest rate cut. At the press conference
following the meeting, President Christine Lagarde once again confirmed that the ECB re-
mains dependent on the data when taking key rate decisions. In our view, this was not a
convincing argument for cutting key rates again. The scarce new hard data since Septem-
ber’s meeting should not really have given rise to such a measure. Promoting economic
growth and preventing recession expressly are not the primary mission of the ECB. The
minutes of the previous central bank meeting already implied that the frequently men-
tioned meeting-by-meeting approach would be put to the test once again. In our opinion,
the ECB to some extent has departed from its data-dependent approach for the time being
in favour of turning to an approach based on a data point. With regard to the future course
of interest rates, the central bankers in Frankfurt typically played their cards close to their
chests. Nevertheless, the monetary policy doves will only become louder in the press after
today. There is much to suggest that we will witness yet another interest rate cut in
December.

EIB grants new global financing for energy and infrastructure projects

The Board of Directors of the European Investment Bank (ticker: EIB) has given the green
light for new financing of EUR 5.9bn in total. The capital made available in this context is to
be invested in the project categories of water and energy (EUR 2.2bn), urban renewal and
education (EUR 1.8bn), sustainable transport (EUR 1.1bn) and corporate innovation
(EUR 765m), with the relevant measures to be implemented both in Europe and around
the world.


https://www.nordlb.com/my-nord/lb-portals/download/research-document-12878?cHash=6db91b035f36b8cbb00d3fe821e1c68f
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L-Bank-ifo-business-climate: economic weakness particularly noticeable

Based on the latest data published regarding L-Bank’s-ifo-business-climate-index for the
third quarter of 2024, the economy of the German federal state of Baden-Wuerttemberg
(ticker: BADWUR) continues to face far-reaching, structural challenges. Accordingly, eco-
nomic sentiment has further dampened and has been in negative territory for 16 consecu-
tive months. In addition, the decrease in Baden-Wuerttemberg’s gross domestic product
(GDP) of -1.3% in H1/2024 compared with the same period in the previous year was the
weakest figure among all German Laender. The reason given for these developments is the
sub-sovereign’s largely industrial make-up, as a result of which Baden-Wuerttemberg has
been particularly hard hit by the current downward trend in many sectors of industry.
Although the sentiment index for the federal state’s economic situation was slightly up in
September, it remained in clearly negative territory. The increase resulted from a lower
level of dissatisfaction with current business operations among the more than 1,200 com-
panies surveyed. Conversely, business expectations once again were even more pessimistic
than before. The up-to-date leading indicator for the trend in real GDP, with a forecast
horizon up to January 2025, still does not point to an economic trend reversal. Conse-
qguently, the downward trend in economic output in Baden-Wuerttemberg is expected to
continue in the coming months. L-Bank CEO Edith Weymayr issued a warning regarding
current developments in the labour market of Baden-Wuerttemberg, hinting at imminent
job cuts, especially at major industrial companies. The survey findings revealed that com-
panies are as pessimistic about their personnel situation as they last were after the out-
break of the COVID-19 pandemic in 2020.

Thuringia: cabinet resolves draft budget for 2025

The government of the Free State of Thuringia (ticker: THRGN) last week adopted the draft
federal state budget for 2025, which was presented by Finance Minister Heike Taubert. It
can now be forwarded to the Landtag (federal state parliament), in order to trigger the
parliamentary procedure. The federal state budget is based on managing without any new
borrowing. Results from the last available estimate of tax receipts were used as the main
basis for budget planning. At the same time, the withdrawal of all funds from the budget
balancing reserve (EUR 550.7m) and the income expected from writing back Thuringia’s
special COVID-19 and energy crisis fund (Corona- und Energiekrise-Sondervermdogen;
EUR 259.9m) pursuant to the economic planning resolved by the Landtag were taken into
account. The sub-sovereign’s budget totals EUR 13.75bn and is slightly higher than the
corresponding amount for 2024. In this context, the Finance Ministry of the Free State
alluded to the fact that there was some uncertainty regarding the future trend in tax reve-
nue in the coming year. The reasons for this include dampened growth expectations,
amendments to tax law arising from the growth initiative and the associated shortfall in
revenue. According to the relevant press release, it remains to be seen whether this may
have a significant impact on the budget planning for 2025. In view of the tight budget situ-
ation, Thuringia’s Finance Minister Heike Taubert pleaded for a sustainable and viable fi-
nancial policy. Taubert explained: “For 2025, the budget can be balanced by using all avail-
able reserves. In 2026, such reserves will no longer exist. In future, it will only be possible
to act if all spending is carefully examined, priorities are defined and welfare cuts are ap-
plied, including where these benefits are enshrined in law. | see no room for promising
additional benefits.”
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Primary market

Compared with the last trading week, activities in the SSA primary market were at a similar
level. Today, we can report on five new bond issues in benchmark format. The issuance
volume amounted to EUR 4.15bn in total. Starting in chronological order and as an-
nounced in the previous week, the Gemeinschaft deutscher Laender joint issuance vehicle
(ticker: LANDER) approached investors with a jumbo issue worth EUR 1bn and a maturity
of seven years. The deal was concluded in line with the guidance at ms +22bp. NRW.BANK
(ticker: NRWBK) also took advantage of the opportunity to raise a fresh amount of
EUR 500m, with a maturity of three years. In line with the guidance, the final re-offer
spread was ms +10bp. At the start of the week, the ESG segment was highly popular with
investors, with three bond issues carried out here. The French development bank
Bpifrance (ticker: BPIFRA) got the ball rolling by launching a green bond worth EUR 1.5bn
with a maturity of seven years at OAT +20bp (equates to approximately ms +51bp;
guidance: OAT +24bp area, bid-to-cover ratio: 3.6x). Action Logement Services (ticker:
ALSFR), another French issuer with activities in the ESG segment, placed its first bond issue
in EUR benchmark format this year. After starting the marketing stage at a guidance in the
OAT +40bp area, the deal involving a seven year sustainability bond worth EUR 500m was
more than four times oversubscribed and eventually placed at OAT +35bp (equates to ap-
proximately ms +110bp). Finally, the German federal state of Baden-Wuerttemberg (ticker:
BADWUR) launched its fourth green bond deal (EUR 650m, 10y). The order book amount-
ed to EUR 2.75bn in total, which meant that, compared to the original guidance, the pric-
ing was two basis points tighter at ms +28bp. Leaving Europe behind for a moment, our
focus shifts toward the Land of the Rising Sun: on the back of last week’s announcement,
the prefecture of Tokyo (ticker: TOKYO) seized the moment and successfully placed a
sustainability bond worth EUR 300m (5y) in the market. At ms +41bp, the pricing was two
basis points tighter (bid-to-cover ratio: 1.8x) than announced at the start of bookbuilding
process. Lastly, we direct our attention towards the European Union (ticker: EU), which
held its fourth bond auction in H2/2024 on Monday (cf. funding plan). Its 2030 bond was
increased by around EUR 2.9bn and the 2052 bond by around EUR 1.9bn. Meanwhile, we
do not wish to keep our readers in the dark when it comes to a mandate instructed by the
Austrian federal state of Lower Austria (ticker: NIEDOE), which intends to launch a bond
issue worth EUR 500m (WNG) in sustainability format with a 12y term to maturity. Fur-
thermore, the German federal state of Saxony-Anhalt (ticker: SACHAN) plans to tap its
2034 bond issue, increasing it by EUR 250m (WNG).

Issuer Country Timing ISIN Maturity Size Spread Rating ESG
BADWUR DE 21.10. DEOOOA3H25V2 10.0y 0.65bn ms +28bp -/ Aaa / AA+ X
ALSFR FR 21.10. FRO01400TB83 15.0y 0.50bn ms +110bp AA-/ Aa2 /- X
BPIFRA FR 21.10. FR0O01400TML1 7.1y 1.50bn ms +51bp AA-/Aa2 /- X
NRWBK DE 16.10. DEOOONWB2TV6 3.0y 0.50bn ms +10bp AAA / Aal/ AA -
LANDER DE 16.10. DEOOOA383SN5 7.0y 1.00bn ms +22bp AAA /- /- -

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


https://www.bpifrance.fr/sustainable-finance
https://groupe.actionlogement.fr/sites/default/files/documents/investisseurs/en/4_COD/als_sustainabilitybond_framework_vf_eng.pdf
https://fm.baden-wuerttemberg.de/index.php?id=18430
https://www.zaimu.metro.tokyo.lg.jp/documents/d/zaimu/sustainabilitybond_fw_202408_en
https://commission.europa.eu/document/download/8056ad06-aa17-46e0-b44a-139004324648_en?filename=Factsheet_Funding%20Plan_July-December%202024_3.pdf
https://www.noe.gv.at/noe/Budget/Schuldverschreibungen.html
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Covered Bonds
A relative value investigation of covered bonds

Author: Dr Frederik Kunze

Covered bond spreads: taking stock

As part of our weekly publication, we occasionally focus on the relative attractiveness of
covered bonds. This applies both with respect to other asset classes and in regard to differ-
ent maturities and jurisdictions. However, in our opinion, it may be considered generally
accepted in this context that actual demand on both the primary and secondary market is
not solely traceable to these relative comparisons. Not least, this can be accounted for by
the range of investors. Nevertheless, we are seeing significant changes for some influenc-

ing factors that are increasingly affecting the covered bond segment as well. We propose
to discuss some of these relationships below.
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Bunds vs. swaps price differential as a catalyst for the relative value analysis

In 2022, in particular, a far wider differential between the spreads of Bunds (and other
government bonds) to swaps was reflected in the demand for covered bonds. The Bund
swap spread increased the relative value of covered bonds significantly and triggered a buy
signal, when considered mechanistically, for Pfandbriefe, for example. However, in the
wake of the repricing on the market, the G-spread again edged back to its long-term aver-
age and is now quoted (again using Germany as an example) at a level that makes Pfand-
briefe seem rather expensive compared with Bunds, despite the absolute level of the
G-spread. The tightening of the Bund-swap spread has actually been apparent over a long-
er period as well as for the usual maturity ranges, whereby these findings can also be ap-
plied to other jurisdictions. In the case of France, the “stress” at the sovereign level must
also be taken into account. In our generic consideration, French covered bonds have in any

case been subject to far less volatility than government bonds in the corresponding ma-
turity ranges.
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Relative value: G-spread FR (5y; generic)?!
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Yield difference: Pfandbriefe vs. EU
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Supply in the rates segment as a spread driver for covered bonds?

With regard to the consideration from a relative value perspective, both the sub-market of
unsecured bank bonds (senior preferred and senior non-preferred) and “adjacent” asset
classes within the rates universe must be included. For instance, the substantial issuance
by the EU (ticker: EU; outstanding volume EUR 557bn; see NORD/LB Covered Bond & SSA
View dated 16 October) also favoured an apparent widening trend in some sub-markets of
our public issuers/SSA coverage. Subsequently, it must be clearly stated that the relative
attractiveness of covered bonds has noticeably diminished, which is also becoming evident
through the narrowing spread of the generic yield curves of issuers such as the EU or even
Kreditanstalt flir Wiederaufbau (ticker: KFW). From numerous discussions with investors,
we are aware that this relative value framework is depressing demand for covered bonds.
As a result, we would certainly be of the view at this point that covered bonds have to

move wider to fit into the usual cascading on the market, which is ultimately also prede-
fined by fundamental regulatory factors.

Yield difference: Pfandbriefe vs. KFW
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https://www.nordlb.com/my-nord/lb-portals/download/research-document-12872?cHash=1f7a085b050d36ca265af49dc3c34e38
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12872?cHash=1f7a085b050d36ca265af49dc3c34e38
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IT Covereds vs. Seniors (7y; generic)
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Relative value: covereds vs. seniors

Conversely, in theory covered bonds appear far more attractive than unsecured bank
bonds. In our opinion, this is also due, in particular, to the circumstance that financials are
seen as “too narrow” — both with regard to the synthetic viewpoint and in relation to cash
bonds. Therefore, when viewed mechanistically, covered bonds therefore seem “inexpen-
sive” compared with senior preferred and non-preferred bonds. In actual fact, this state of
affairs has already been apparent for some time and is evident to a large extent in relation
to instruments “preceding seniors” in the liability cascade. There have also been repeated
signs of spreads widening briefly over the course of the current trading year, which were
attributable not least to changes in risk sentiment resulting from geopolitical tensions.
High liquidity levels or reallocations in the case of real money and absolute yield investors
among others may also be cited as reasons, in our opinion, for the fact that spreads in-
creasingly narrowed or withdrew to previous levels in the following trading days or weeks.
Therefore, covered bonds do indeed remain “inexpensive”, however, the plausible widen-
ing of seniors has been a long time in coming.

FR covereds vs. seniors (5y; generic)
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Covered Bonds DE: Spread Curves
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Covered bonds: discussion of curves?

Not least the onset of the turnaround in interest rates means that a critical appraisal of
maturity premiums is also essential for the covered bond segment. In this context, we have
recently focused on the perspective of issuers and posed the question of how far the state
of the spread curve may influence the choice of maturity for covered bonds. Conceivably,
longer deals seemed or still seem too “expensive” in spread terms for some issuers. When
the entire curve is considered, the changes in the parameters triggered by the repricing are
clearly discernible. Even if the steepness of the curve has also changed in individual cases,
in our opinion, it is not possible to deduce any dramatic change from the generic sampling
points of the curves considered here. Nevertheless, it should be noted that against the
backdrop of the spread levels now applicable not only in the covered bond segment, the
“relative compensation” when switching from five to seven or from seven to ten year ma-
turities is rather meagre. On top of this, there is the fact that the absolute yield level in the
five-year maturity bucket, which is generally viewed as the sweet spot for some investors
(such as bank treasury departments), may already be regarded as sufficiently adequate to
exceed their own cost rates (target rates) or funding costs. Subsequently, the need to in-
vest in longer maturities is diminishing.

Covered Bonds FR: Spread Curves
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Covered Bonds CA: Spread Curves
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Source: Bloomberg, market data, NORD/LB Floor Research
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Primary market EUR BMK: new issue premiums
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A look at demand: price sensitivity still more marked

With regard to the capacity and willingness to invest in new deals, we are still seeing a
general shift towards real money investors — at least with regard to the final allocation. At
the micro level, the marketing of new issues is increasingly heterogeneous. In this context,
it should be noted that the price sensitivity of potential investors remains high, meaning
that tightening during the marketing phase can contribute to a significant reduction in
order books. In this context, the conduct — of asset managers for example — could be de-
scribed as opportunistic. This is entirely comprehensible and may also be attempted as an
explanation of the fact that some real money investors also prefer shorter maturities. Sea-
sonal factors mean that the investment requirement is not substantial and, given current
market expectations (we also expect spreads to widen slightly), investors are unlikely to
really feel that they are “missing out”. We are told, however, that attractive deals (such as
those offering significant new issue premiums or with a certain scarcity value) can definite-
ly pique the interest of investors.

Primary market EUR BMK: investor distribution
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Conclusion

When considered in terms of relative value, covered bonds still seem attractive compared
with seniors, although this has already been the case for some time and the question as to
when there will be a regime shift in spreads is still difficult to answer. While the traditional
covered bond investors such as bank treasury departments are not moving too heavily into
longer maturities for covered bonds, developments among rates products (the EU for ex-
ample) and among key price references (Bund swap spreads) are putting covered bonds
under significant pressure with regard to spread widening.
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SSA/Public Issuers
Current risk weight of supranationals & agencies

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

Varying risk weights
In virtually no other asset class are the differences in the regulatory framework as pro-
nounced as for quasi-government issuers. For both supranationals and agencies, risk

weight is one of the levels at which strong variance occurs based on a range of different
factors.

Relevant regulatory framework: Regulation (EU) 575/2013 (CRR)

On the basis of the risk weights that were defined by Basel Il, the EU initially specified the
provisions in Directive 2006/48/EC. In mid-2013, the CRR (Regulation (EU) 575/2013) then
replaced the definitions for the risk weights. This was extended by Directive (EU)
2021/1753 on the equivalence of the supervisory and regulatory requirements of certain
third countries. In the following, we look at the individual articles of the regulation that
also affect supranationals and agencies. The following mapping table shows the risk
weights to the different exposure classes, which are the basis for the further categorisation
of the risk weights and other regulatory ratios such as the LCR.

Mapping table (long term)

Institution
Rating Fitch Moody’s S&P Corporate Rating method Country
class Country
method . .
Maturity Maturity
>3 months <3 months
1 AAA to AA- Aaa to Aa3 AAA to AA- 20% 20% 20% 20% 0%
2 A+ to A- Alto A3 A+ to A- 50% 50% 50% 20% 20%
3 BBB+ to BBB- Baal to Baa3 BBB+ to BBB- 100% 100% 50% 20% 50%
4 BB+ to BB- Balto Ba3 BB+ to BB- 100% 100% 100% 50% 100%
5 B+ to B- B1 to B3 B+ to B- 150% 100% 100% 50% 100%
6 CCC+ and lower Caal and lower CCC+ and 150% 150% 150% 150% 150%
lower

Source: CRR, NORD/LB Floor Research
NB: other rating agencies in Commission Implementing Regulation EU/2016/1799; detailed allocation of risk weights covered in later chapters

Risk weight of EU sovereigns pursuant to the standardised approach: 0%

The risk weight for exposures to central governments or banks results from Article 114 of
the CRR. For risk exposures to EU Member States or the ECB, this means a risk weight of
0% in accordance with paragraphs 3 and 4. If the exposure is denominated in the domestic
currency of that respective country, this applies indefinitely. For exposures of Member
States, where those exposures are denominated and funded in the domestic currency of
another Member State, a risk weight of 0% will be applied until the end of 2024 pursuant
to Article 500a CRR. This will be gradually increased, and the risk weight will not be fully
based on Article 114 of the CRR until 2027.



https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02013R0575-20240709
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02015R0061-20220708
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02016R1799-20240725
https://www.eba.europa.eu/regulation-and-policy/single-rulebook/interactive-single-rulebook/11812
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Temporary treatment up to and including 2026

For example, a risk weight of 0% would therefore apply for EUR bonds from Poland until
the end of 2024 pursuant to Article 500a of the CRR. From 2025, the risk weight applied to
the exposure will be 20% (2026: 50%) of the risk weight determined under Art. 114(2) of
the CRR (2025: 20% of the current risk weight of 20% [4%]). From 2027, the risk weight
determined pursuant to Art. 114(2) will apply in full.

Exposure class — central governments or central banks (Article 114 CRR)

y RW = 0%

denominated and
funded in local
currency

x mapping table 1

equivalent

the EEA

. mapping table 1
regulational law in yes d?Ss;:::?:elg;r;d yes or if applicable,
accordance with lower RW of third

2021/1753/EU currency country

current ECAI
rating available

no

Mapping Table 1

no
no
no
RW = 100% mapping table 1 mapping table 1
6

Rating Class 1 2 3 4 5

Risk Weight (RW) 0% 20% 50% 100% 100% 150%

NB: receivables against the ECB are generally assigned a risk weight of 0%
Source: CRR, NORD/LB Floor Research

Risk weight of regional governments and local authorities

Pursuant to Art. 115(2) of the CRR, the risk weight of regional governments and local au-
thorities (RGLA) is equated with that of the relevant state, provided rights to levy taxes are
in place and, based on the existence of specific institutional arrangements to reduce their
risk of default, there is no difference in risk between such exposures held against the cen-
tral government of the state in question. This applies analogously to sub-sovereigns from
third countries with equivalent supervisory and regulatory status. For other sub-sovereigns
of member states, the risk weight is 20%, provided that the exposure is denominated in
the respective domestic currency. For other sub-sovereigns, risk weight is the same as for
institutions. A public database of all RGLA in the EU where the competent authorities treat
exposures as exposures to the respective central government is published by the EBA.

List of third countries with equivalence in terms of the supervisory and regulatory

requirements (EU 2021/1753)

Argentina Hong Kong Saudi Arabia
Australia India Serbia
Bosnia and Herzegovina Isle of Man Singapore
Brazil Japan South Africa
Canada Jersey South Korea
China Mexico Switzerland
Faroe Islands Mexico Turkey
Greenland New Zealand USA
Guernsey North Macedonia

Source: EU 2021/1753, NORD/LB Floor Research


https://www.eba.europa.eu/sites/default/files/2024-07/cfb29451-754c-4828-be8a-599650263b88/EBA%20List%20of%20RGLA%20treated%20as%20exposures%20to%20CG%20-%20Article%20115%282%29%20CRR.xlsx
https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=CELEX:32021D1753
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Exposure class - regional governments or local authorities (Article 115 CRR)

settlement of RW
based on art. 114 CRR
(central government)

yes

treated as exposure to
central governments in = 5T
accordance with the yes T
EBA-Database
yes
\ denominated and
no refinanced in local
the EEA settlement of RW

no based on art. 119-121
CRR (institutions)

no settlement of RW
equivalent regulational | yeg based on art. 119-121
law in accordance with CRR (institutions)
2021/1753/EU if applicable, lower RW
of third country

x settlement of RW
based on art. 119-121

CRR (institutions)

Source: CRR, NORD/LB Floor Research
NB: churches and religious communities are also treated as regional governments and local authorities insofar as Art. 115 (3)
CRR is fulfilled; no preferential treatment for short-term risk exposures under application of Art. 119-121 CRR

However, now the country of origin, e.g. New Zealand, must also apply a risk weight of 0% to its sub sovereigns, so that the

risk weight for local investors can also be 0%. The supervisory agency of New Zealand (RBNZ), for example, does not do this;
rather, it applies 20% for its sub sovereigns (example: its largest sub sovereign — Auckland Council)

Risk weight of supranationals

For supranationals, risk weight is based on Articles 117 and 118 of the CRR. The two arti-
cles identify multilateral development banks (MDBs) and international organisations for
which a risk weight of 0% is possible. For issuers not mentioned here (e.g. EUROFIMA), the
risk weight results from the provisions on risk weight for exposures to institutions (Art. 119
CRR).

Exposure class — multilateral development banks (Article 117 CRR)

RW = 20%
yes

Part of the unpaid capital
subscribed to the European

Investment Fund
no _
Mentioned in article 117 (2) CRR: RW = 0%

* International Bank for Reconstruction and Development
* International Finance Corporation

* Inter-American Development Bank

* Asian Development Bank

= African Development Bank

= Council of Europe Development Bank

* Nordic Investment Bank

= Caribbean Development Bank

* European Bank for Reconstruction and Development

* European Investment Bank

* European Investment Fund

* Multilateral Investment Guarantee Agency

* International Finance Facility for Immunisation

* Islamic Development Bank

= International Development Assaociation

+ Asian Infrastructure Investment Bank

The Commission is empowered to amend the list of
multilateral development banks by adopting delegated acts

yes

no

settlement of RW
based onart. 119-121
CRR (institutions)

Source: CRR, NORD/LB Floor Research
NB: no preferential treatment for short-term risk exposures under application of Articles 119-121 CRR


https://www.rbnz.govt.nz/-/media/project/sites/rbnz/files/regulation-and-supervision/banks/banking-supervision-handbook/bpr131-standardised-credit-risk-rwas-1-july-2024pdf.pdf
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Exposure class — international organisations (Article 118 CRR)

yes

Mentioned in article 118 CRR:

* European Union

* European Atomic Energy Community
* International Monetary Fund

= Bank for International Settlements

* European Financial Stability Facility

* European Stability Mechanism

* aninternational financial institution established by two or more
Member States, which has the purpose to mobilise funding and
provide financial assistance to the benefit of its members that are
experiencing or threatened by severe financing problems.

no

according to the EBA:
settlement of RW based on
art. 122 CRR (corporates)

Source: CRR, NORD/LB Floor Research

Risk weighting of agencies

In principle, the existence of an adequate guarantee allows an agency to apply a risk
weight that would be applicable to the respective guaranteeing central, regional or local
government. However, it is unclear what is considered an adequate guarantee under the
CRR. As a rule, this should include the explicit guarantee, which in our view represents the
strongest liability mechanism. Other security mechanisms, such as the maintenance obliga-
tion, are much more difficult to classify here. The EBA provides a list detailing all public
sector entities that can be treated as exposures to RGLA/sovereigns. This explicitly names
issuers for whom a risk weight of 0% can be applied. If this cannot be assigned or there is
no appropriate guarantee, pursuant to Art. 116(2) of the CRR, the risk weight is derived
from the risk weight of institutions insofar as a credit assessment is available (see below).
If no such rating is available, then reference shall be made to rating of the respective cen-
tral government.


https://www.eba.europa.eu/supervisory-convergence/supervisory-disclosure/rules-and-guidance
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Exposure class — public sector entities (Article 116 CRR)

original maturity
>3 months

/

complete state,

settlement of RW
based on art. 114CRR

(central government)

no

NORD/LB

settlement of RW
based on art. 120
CRR (institutions)

current ECAI

regional or local
guarantee available

equivalent
regulational law in
accordance with

treatment of exposure
to public sector
entities in accordance
with art. 116 CRR by
the third country

RW = 100%

2021/1753/EU
RW = 20%
no
Mapping Table 2
Rating Class of central 1 2 3 4 5 6 n.R.
government
Risk Weight (RW) 20% 50% 100% 100% 100% 150% 100%

Source: CRR, NORD/LB Floor Research

rating available

mapping table 2

RW = 100%

NB: no preferential treatment for short-term risk exposures under application of Articles 119-120 CRR

Risk weight of institutions

For agencies that do not have an appropriate guarantee and do not represent corporates,
the risk weight is derived from Art. 119 CRR. In this case, reference is made to the rating,
insofar as one is available. Here, differences arise depending on the maturity (up to three
months and more than three months). In the absence of a rating, the risk weighting is de-
termined by the credit assessment of the country in which the institution is based.

Exposure class — institutions (Articles 119-121 CRR)

hN
no
\ —
\\ trade finance
"y exposure referred
to article 162(3)2b
AR
o
Mapping Table 3
Rating Class 1 2 3 4
Risk Weight (RW) 20% 50% 50% 100%
Mapping Table 4
Rating Class 1 2 3 L
Risk Weight (RW) 20% 20% 20% 50%

Source: CRR, NORD/LB Floor Research

_| mapping table 3
7| (article 120 CRR)

yes —

mapping table 7
(for the specific risk
position)

7

yes

short-term rating implicates
more favourable or identical
risk weight for the specific

:fﬁs—- - risk position, based on article
_— 131 CRR (mapping table 7)
" current short-term T
rating available N0~ mapping table 7 (for all
T~ "= unrated short-term risk
.n-o" — positions of institutions)
ves
. residual maturity
"')_ >3 months
Fl;-’_’-’-i i
ves o mapping table 5
7| larticle 121 CRR)
current ECAI rating of
yes | central government is
- — S available
~| original maturity — .
>3 months no - RW = 100%
nu*{ RW = 20%
Mapping Table 5
5 6 Rating Class of central 1 2 3 4 5 6
government
100%  150%
Risk Weight (RwW) 20% 50% 100% 100% 100%  150%
Mapping Table 7
5 6 Rating Class. 1 2 3 4 5 6
50% 150% Risk Weight (RwW) 20% 50%  100% 150% 150% 150%

NB: pursuant to Article 119(4) CRR, certain risk exposures may be weighted, such as exposures to central banks; pursuant to
Article 113 (6) and (7) CRR, a 0% weighting of risk exposures relating to group participations is possible
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Risk weight of corporates

The risk weight of corporates is defined by Art. 122 CRR: the risk weight can therefore be
derived directly from the rating of the corporate. Where no rating is available, a 100% risk
weight or the risk weight of the jurisdiction in which the corporate is incorporated shall be
assigned, whichever is the higher.

Exposure class — corporates (Article 122 CRR)

mapping table 6

yes

RW of the central
government

current ECAI rating
available yes

x risk weight of the
central government

is higher than 100%

Mapping Table 6 ne RW = 100%

Rating Class 1 2 3 4 5 6

Risk Weight (RW) 20% 50% 100% 100%  150%  150%

Source: CRR, NORD/ Floor Research

Our assessment of the risk weights of supranationals

This results in the following for our defined coverage within NORD/LB for supranational
entities: all supranationals or MDBs can be assigned a risk weight of 0%, with the exception
of EUROFIMA and CAF (both 20%).

Our assessment of risk weights of agencies

As explained above, the classification of national and regional development banks, agen-
cies with special mandates, etc. is much more complex. Again, the majority of our cover-
age has a risk weight of 0%. However, the lack of guarantees at times immediately results
in a classification of 20% or even 50%. Please refer to the following two pages for our as-
sessment.
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Our assessment of the risk weights of supranationals and agencies

NORD/LB

Bloomberg ticker Country/type Risk weighting (standard approach) Rating (Fitch/Moody’s/S&P)
EFSF Supranational 0% AA-/Aaa/AA-
ESM Supranational 0% AAA/Aaa/AAA
EU Supranational 0% AAA/Aaa/AA+
EIB Supranational 0% AAA/Aaa/AAA
EBRD Supranational 0% AAA/Aaa/AAA
NIB Supranational 0% -/Aaa/AAA
COE Supranational 0% AAA/Aaa/AAA
EUROF Supranational 20% AA/Aa2/AA
IBRD Supranational 0% AAAu/Aaa/AAA
IADB Supranational 0% AAAu/Aaa/AAA
ASIA Supranational 0% AAA/Aaa/AAA
IFC Supranational 0% -/Aaa/AAA
AFDB Supranational 0% AAA/Aaa/AAA
CAF Supranational 20% AA-/Aa3/AA
ISDB Supranational 0% AAA/Aaa/AAA
KFW Germany 0% AAAu/Aaa/AAA
RENTEN Germany 0% AAA/Aaa/AAA
FMSWER Germany 0% -/Aaa/AAA
ERSTAA Germany 0% AAA/Aa1/AA
NRWBK Germany 0% AAA/Aal/AA
LBANK Germany 0% AAA/Aaa/AA+
WIBANK Germany 0% -/-/AA+
BAYLAN Germany 0% -/Aaa/-
IBBSH Germany 0% AAA/-/-
BYLABO Germany 0% -/Aaa/-

IBB Germany 0% AAA/Aal/-
ILBB Germany 0% AAA/-/-
SABFOE Germany 0% -/-/AAA
ISBRLP Germany 0% AAA/-/-
IFBHH Germany 0% AAA/-/-
CADES France 0% AA-u/Aa2/AA-
AGFRNC France 20% AA-/-/AA-
UNEDIC France 0% AA-/Aa2/-
CDCEPS France 0% AA-/Aa2/AA-
BPIFRA (ehemals OSEOFI) France 20% AA-/Aa2/-
SAGESS France 20% -/-/AA-
AFLBNK France 0% AA-/-/AA-
SFILFR France 20% -/Aa2/AA-
SOGRPR France 20% AA-/Aa2/-
ccal France 0% (for guaranteed bonds) AA-u/Aa2/AA-u (guaranteed)

A/Baa2/- (not guaranteed)

Source: Bloomberg, issuers, NORD/LB Floor Research
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Our assessment of the risk weights of supranationals and agencies

Bloomberg ticker
BNG
NEDWBK
NEDFIN
OKB
OBND
ASFING
KBN

SEK
KOMINS
KUNTA
KOMMUN
FINNVE
ICO
FADE*
ADIFAL
CORES
CDEP

REFER

BGOSK
MAEXIM

DEXGRP

JFM
KDB
EIBKOR

DBJIP

INDKOR
EDC
SDBC

Country/type
The Netherlands
The Netherlands
The Netherlands
Austria
Austria
Austria
Norway
Sweden
Sweden
Finland
Denmark
Finland
Spain
Spain
Spain
Spain
Italy

Portugal

Poland
Hungary

Belgium / France

Japan
South Korea

South Korea
Japan

South Korea
Canada
China

Risk weighting (standard approach)

20%
20%
0%
0%
0%
0%
20%
20%
0%
0%
0%
0%
0%
0%
0%
50%
50%
0% (for guaranteed bonds) /

50% (for non-guaranteed bonds)

0% (PLN-denominated bonds)
20%** (EUR-denominated bonds)

50%

0% (for guaranteed bonds) /
50% (for non-guaranteed bonds)
50%

20%

20%

50%

20%
20%
50%

* No issuer ratings available; bonds are rated equivalent to the Spanish state

** Excluding temporary treatment under Art. 500a of the CRR

Source: Bloomberg, issuers, NORD/LB Floor Research

NORD/LB

Rating (Fitch/Moody’s/S&P)
AAA/Aaa/AAA
-/Aaa/AAA
AAA/-/AAA
-/Aal/AA+
-/Aal/AA+
-/Aal/AA+
-/Aaa/AAA
-/Aal/AA+
-/Aaa/AAA
-/Aal/AA+
-/Aaa/AAA
AA+/Aal/-
A-/Baal/A
-/-/-
A-/Baa2/-
A-/-/A
BBB/Baa3/BBB

-/(P)A3/-

A-/(P)A2/-

BBB/-/BBB-
AA-/Aa3/AA (guaranteed)
BBB+/Baa3/BBB- (not guaranteed)
-/A1/A+
AA-/Aa2/AA
AA-/Aa2/AA
-/A1/A+ (guaranteed)
-/A1/A (not guaranteed)
AA-/Aa2/AA-
-/Aaa/AAA
-/A1/A+
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Charts & Figures
Covered Bonds

EUR benchmark volume by country (in EURbn)
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1 FR 266.1 256 28
2 DE 211.3 300 46
3 CA 84.5 62 1
4 NL 82.7 84 3
5 ES 68.6 54 5
6 AT 59.6 100 5
7 IT 49.8 64 5
8 NO 48.8 59 12
9 FI 41.5 47 4
10 AU 35.7 33 0

EUR benchmark issue volume by month

45
40 I
35
30
c 25
o
3
w 20
15 I I I s
10 m . I I I .
s o= 1 I |
| = B
o m H m —_ B B -
S WIS FPSOS
,{‘)\\/ '{:)\'\« q?\() qy\@ q?\() qy\% q?‘\() qy\% q?‘\() qy\% q?‘\() q,b‘\\'
O S S S S S S S S S o

Source: Market data, Bloomberg, NORD/LB Floor Research

m UK/IE
m Southern Europe
m North America
Nordics
m France
DACH
m CEE
Benelux

mAPAC

NORD/LB

EUR benchmark volume by region (in EURbnN)

23.7;2.2%
70.9; 6.5%

13.0; 1.2%

84.5;7.7%

106.9; 9.8%

124.2;11.4%

126.6; 11.6%

Avg. Avg. initial Avg. mod.
issue size maturity Duration
(EURbnN) (in years) (in years)
0.98 9.3 4.7
0.65 7.7 3.9
1.34 5.5 2.6
0.92 10.4 5.9
1.15 11.1 3.1
0.59 8.0 4.1
0.76 8.5 4.0
0.83 7.2 3.4
0.87 6.9 3.3
1.08 7.1 3.2

EUR benchmark issue volume by year

250
200
150

100

=
|

EURbn
ol
e

— -_—
2018 2019 2020 2021 2022 2023

274.6; 25.2%

266.1; 24.4%

2024

m DACH
France
= Nordics
Southern Europe
= Benelux
North America
m APAC
= UK/IE
= CEE

Avg. coupon
(in %)

1.47
1.52
1.48
1.38
2.17
1.56
2.01
1.10
1.74
1.83

m UK/IE
m Southern Europe
M North America
Nordics
m France
DACH
m CEE
Benelux

W APAC



24 / Covered Bond & SSA View // 23 October 2024

EUR benchmark maturities by month
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EUR benchmark emission pattern Covered bond performance (Total return)
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Spread overview?
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Charts & Figures
SSA/Public Issuers
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Spread development (last 15 issues)
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Germany (by segments) France (by risk weight)
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ECB tracker

Asset Purchase Programme (APP)
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Expected monthly redemptions (in EURm)
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EABSPP 431 230 344 1,268

Source: ECB, Bloomberg, NORD/LB Floor Research
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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
33/2024 ¢ 16 October

32/2024 ¢ 09 October

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 Jul

21/2024 ¢ 26 June

20/2024 ¢ 19 June

19/2024 ¢ 12 June

18/2024 ¢ 29 May

17/2024 ¢ 15 May

16/2024 ¢ 08 May

NORD/LB:
Floor Research

Topics

The covered bond universe of Moody’s: an overview

Teaser: Issuer Guide — European Supranationals 2024

A look at the CEE covered bond market

NGEU: Green Bond Dashboard

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 I
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

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: An autumn of interest rate cuts that wasn’t supposed to be?

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

+352 452211-515
Management Europe

Lidnder/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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