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Market overview
Covered Bonds

Author: Dr Frederik Kunze

Issuer

Primary market: relative value analysis thwarting primary market

The asset categories we include in our coverage have been facing a challenging market
environment over the last few trading weeks. In this context, the covered bond segment
recently found itself increasingly in the eye of the storm, which can be said to have origi-
nated in the ever-narrowing price differential between Bunds and Euroswaps. Back in Oc-
tober (cf. Covered Bond & SSA View dated 23 October), we carried out a relative value
investigation of covered bonds and found that the relative attractiveness of covered bonds
has noticeably diminished versus products from the public issuers/SSA segment and gov-
ernment bonds. The primary market for public covered bonds in the EUR benchmark seg-
ment is at risk of coming to a total halt. While we had expected new deals amounting to
EUR 19bn only a few weeks ago, the aforementioned challenges have essentially pulled
the rug out under those. The level of uncertainty with regard to the fair value spread is
extremely high. As a result, we now only expect very few isolated issuances on the market.
While we do not want to call an end to the 2024 issue year at this juncture, we are current-
ly at a turning point. We would certainly not be surprised to see a few issuers from Cana-
da, France or Germany appearing on the market. This is not necessarily reliant on there
being pronounced funding pressure, although this would surely “favour” primary market
activity in 2024.

Country  Timing ISIN Maturity  Size Spread Rating ESG

Source: Bloomberg, NORD/LB Floor Research (Rating: Fitch / Moody’s / S&P)
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https://www.nordlb.com/my-nord/lb-portals/download/research-document-12885?cHash=484e042c16b6cdbc4f9a546bd882cbc5
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Secondary market: mood a little calmer at least

The primary market might expect a degree of bolstering from trading activity. Recently, at
least, the picture has been a little more balanced in terms of buy and sell enquiries from
customers. This applies to longer maturities, in particular. The calmer sentiment can be
observed across the board, although the situation as regards France remains a little bleak-
er.

Primary market: what’s next in 2025?

The “postponed funding” from 2024 can to some extent be expected to impact the prima-
ry market in 2025. At the same time, we would more strongly weight other factors of influ-
ence. For example, we anticipate greater momentum in new credit issuance, which would
generally cause an increase in funding requirements. Furthermore, a potential repricing in
the seniors segment can be expected to raise the relative appeal of covered financing.
With new supply of about EUR 170bn and maturities amounting to EUR 127bn, 2025 is also
expected to be a net growth year (EUR 43bn).

NORD/LB forecast for 2025: issuances and maturities by jurisdiction

Issues 2024ytd Outstanding volume Maturities Issues Net supply
Jurisdiction as at 12 November 2024 as at 12 November 2024 2025 2025e 2025e
(EURDbnN) (EURbN) (EURbN) (EURbnN) (EURbnN)
AT 6.50 59.60 2.80 7.50 4.70
AU 4.85 35.65 7.50 6.50 -1.00
BE 3.00 23.70 3.75 5.00 1.25
CA 10.25 82.45 9.50 12.00 2.50
CH 3.00 3.75 0.75 1.00 0.25
Ccz 0.50 2.50 0.00 1.00 1.00
DE 28.50 211.29 21.50 29.00 7.50
DK 1.50 6.50 1.00 2.50 1.50
EE 0 1.00 0.50 1.00 0.50
ES 2.85 68.60 17.25 5.50 -11.75
FI 5.50 40.50 4.25 5.00 0.75
FR 37.50 268.07 21.35 37.50 16.15
GB 5.00 22.91 2.00 7.00 5.00
GR 0 0.00 0.00 0.00 0.00
HU 0 0.00 0.00 0.50 0.50
IE 0 0.75 0.75 0.00 -0.75
IS 0 0.50 0.00 1.00 1.00
IT 9.50 49.75 9.50 10.00 0.50
JP 0 5.60 1.00 2.00 1.00
KR 2.15 11.15 2.60 3.00 0.40
LU 0 0.50 0.00 0.00 0.00
NL 9.65 82.72 3.25 10.00 6.75
NO 6.25 48.75 5.75 8.00 2.25
Nz 0 7.95 1.25 2.50 1.25
PL 0 0.50 0.50 0.50 0.00
PT 2.00 5.85 0.00 3.00 3.00
SE 1.25 29.33 5.90 4.00 -1.90
SG 4.25 10.50 3.25 3.00 -0.25
SK 1.50 9.00 1.00 2.00 1.00
Total 145.50 1089.36 126.90 170.00 43.10

Source: market data, Bloomberg, NORD/LB Floor Research
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Fitch I: rating upgrade for CPT covered bonds from Banca Monte dei Paschi di Siena

Last week, Fitch rating experts announced that the rating of Banca Monte dei Paschi di
Siena’s covered bonds would be improved to AA from AA- (ticker: MONTE). The covered
bonds under the Italian legal framework (Obbligazioni Bancarie Garantite; OBG) were also
assigned a positive outlook. According to Fitch, the rating action reflects the implementa-
tion of its revised European RMBS Rating Criteria to issuances under the programme,
which features a conditional pass-through structure. The OBGs are now eight notches
above the bank’s issuer default rating (IDR), with Fitch pointing out that there are two
unused notches of uplift available for the programme. Conversely, in the event of the
bank’s IDR being downgraded, the rating of the covered bonds would not be negatively
affected until the issuer rating is at least BB-. Further sensitivities for the OBG rating result
from the classification of Italy by Fitch. After all, the current rating of AA is at the applica-
ble rating cap. Changes to Italy’s long-term IDR or the respective outlook would trigger a
similar action on the ratings of Banca Monte dei Paschi di Siena’s OBGs. This would also
mean that were ltaly to be upgraded by at least one notch and given sufficient overcollat-
eralisation for a higher rating, bonds could achieve an improved rating of AAA. The CPT
programme is rated Aa3 by Moody’s and AA by DBRS. This year, MONTE has so far ap-
proached investors in the EUR benchmark segment twice, placing bonds in April
(EUR 750m; 5.0y) and July (EUR 750m; 6.0y).

Fitch Il: Banco Santander Totta’s covered bonds upgraded to the top AAA rating

While conducting a periodic review of its programme — and reflecting its revised European
RMBS Rating Criteria — Fitch’s experts changed the rating of a Portuguese benchmark bond
issuer. As a result, the covered bonds from Banco Santander Totta have been upgraded
from AA- to a AAA rating with a stable outlook (ticker: SANTAN). This rating is six notches
above the IDR. According to Fitch, this means there is a buffer of one notch versus a possi-
ble IDR downgrade. The covered bond rating is furthermore vulnerable to potential
changes in Portugal’s sovereign rating and the covered bond programme’s overcollaterali-
sation ratio. The Portuguese covered bond market for EUR benchmarks was slightly more
active at the start of 2024 than it had been in preceding years. In fact, three banks ap-
pealed for investors in the shape of Banco Santander Totta (EUR 1bn), Banco BPI
(EUR 500m) and Novo Banco (EUR 500m). The fourth Portuguese EUR benchmark issuer
last appeared on the market in 2019, namely Caixa Economica Montepio Geral (ticker:
MONTPI). The benchmark (EUR 500m) and non-syndicated bond (EUR 330m) placed then
were due for repayment in the current trading week. With cover assets amounting to
EUR 3.2bn as at the reporting date of 30 September 2024, we anticipate that the issuer
will continue to be active on the covered bond market for EUR benchmarks. At the same
time, we are not expecting the maturing bonds to be refinanced directly, which is in part —
though not entirely — due to the current market environment. For additional information
on the Portuguese covered bond market, please refer to our Issuer Guide Covered Bonds
2024 and the relevant focus article from April.



https://www.nordlb.com/my-nord/lb-portals/download/research-document-12815?cHash=3f0d54f28e1ba229fcab105bdfa2f6da
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12815?cHash=3f0d54f28e1ba229fcab105bdfa2f6da
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12492?cHash=c7b2f3aa2e623d2a339fbfc8ba5a5c2d
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vdp |: property price index once again indicates a certain stabilisation

In our weekly publication, we regularly focus on factors that might influence the credit
quality of cover assets as well as possible drivers of new business in the area of real estate
finance. As part of this we refer to the property price index, which is compiled and pub-
lished every quarter by the Association of German Pfandbrief Banks (vdp). This widely
regarded index suggests that the German property market is continuing on its course of
recovery. Jens Tolckmitt, vdp Chief Executive, commented: “Recent property price devel-
opments in Germany are a ray of light in an otherwise rather challenging geopolitical and
macroeconomic environment, both nationally and internationally. Given these overall
conditions, too, we believe it is still too early to speak of the start of a lasting property
market upturn.” However, as regards data on the third quarter of 2024, it is worth looking
at the underlying trends for residential and commercial property markets. In today’s edi-
tion of our weekly publication, we will focus on this in the relevant covered bond focus
article.

vdp Il: transparency reporting pursuant to Section 28 of the German Pfandbrief Act
(PfandBG) for the third quarter of 2024

Transparency is a key feature of covered bonds. It is therefore not surprising that high
value is placed on the minimum standards for the European covered bond market and
regulatory stipulations with regard to transparency requirements. Section 28 of the Ger-
man Pfandbrief Act outlines the specific requirements. This data is provided by vdp at in-
stitution level pursuant to Section 28 of the PfandBG, with a distinction between vdp
members and Pfandbrief issuers within the German savings bank group. As part of our
regular coverage, we have published covered bonds specials on the vdp members and
savings banks over the past few days and will reflect on developments in the Pfandbrief
segment in next week’s publication.

Sweden: Moody’s critical of possible relaxation in the LTV cap

Moody’s risk experts have recently voiced criticism of Sweden’s proposal to relax mort-
gage requirements. The working group tasked by the Swedish government proposes to
raise the LTV for new lending from 85% to 90% and accompany this change with the intro-
duction of a debt-to-income limit. Moody’s is concerned about higher private household
debt and greater vulnerability in respect of the interest burden in the wake of rising mort-
gage rates. The loss ratio would also increase for banks, since the available buffer would
reduce in the event of credit defaults were the LTV limit to change from 85% to 90%. Giv-
en the desired effect is to boost lending, including through higher loan volumes, this flip
side is worth consideration. In this context, the rating experts highlight the counterproduc-
tive effect of property prices rising as a result of this amendment, which would especially
make the prospect of affordable home ownership less likely for young people. When it
comes to covered bonds, Moody’s rates this proposed change as “credit negative”. This
applies both in relation to the collateral provided and issuer credit quality. However, risk
factors would be mitigated by Swedish covered bond legislation (LTV limit: 80%) and the
actual overcollateralisation ratio in the Swedish market.


https://www.nordlb.com/my-nord/lb-portals/download/research-document-12925?cHash=c4412a7b148333f0fbd908e9e4e27186
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12927?cHash=134c0ad153c957392cb48dc18611c5ec
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Market overview
SSA/Public Issuers

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

SSA spreads affected by political uncertainties

06 November 2024 will certainly go down in history in many respects. As a rule, it is not
our intention to comment on political events, however, the latest developments are result-
ing in effects on our SSA coverage and their spreads that cannot be ignored. To begin with,
the German Finance Minister Christian Lindner presented the draft budget for 2025, which
had been much discussed, to the Bundestag on 25 August; a new President was elected in
the USA on 05 November. Donald Trump has once again been the US President-designate
since last Wednesday. Since last Wednesday, Germany has de facto been without a func-
tioning government after discussions about the 2025 federal budget culminated in the
dismissal of the German Finance Minister and the FDP’s subsequent announcement that it
would be withdrawing from the traffic light coalition. The overall situation is completed
with a dash of economic weakness, in Germany in particular, concerns about the highly
indebted countries in the Eurozone and a cut in interest rates of -100 basis points since
06 June. These factors have resulted in a ubiquitous degree of uncertainty, which has
evoked a repricing on all fronts that is — from our perspective — overdue and at the same
time exaggerated (even) on SSA markets. This also means that familiar patterns and legali-
ties are breaking up in part: for example, spreads on ten-year Bunds were last north of the
zero line in May 2009, they are currently at ms +11bp. Since 2022, the Bund swap spread
(10y) has fluctuated between Obp and 100bp but has “disappeared” entirely at present.
German Laender, whose spreads are traditionally to be found above those of KfW, for in-
stance, are now to be found consistently below the spread curve for German national
agencies with a maturity of >3 years. Looking at the rest of Europe, it is clear that spreads,
such as those for supranationals as well as Dutch or French agencies, have widened further
since mid-2024 at least. The latter is primarily driven by the downgrade of France at the
end of May. It is also worth noting that the spreads (10y) of Scandinavian agencies have
risen comparatively less sharply by and large and, contrary to the general market trend,
also fell slightly again in November. We shall probably provide a detailed outlook for the
SSA market in 2025 in our weekly publication on 05 December and, in doing so, give you
our forecasts for its future development.

German agencies, Laender & Bunds — 10y Selected agencies & SNAT — 10y
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Source: Bloomberg, NORD/LB Floor Research


https://www.nordlb.com/my-nord/lb-portals/download/research-document-12743?cHash=42fa5168adbf3eb6b03aae75d19dcb96
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12755?cHash=67652a0a2f28e5c727adf81ab972f605
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12755?cHash=67652a0a2f28e5c727adf81ab972f605
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12890?cHash=4c93dbaea3ff55333dae5e65627aa3bb
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12529?cHash=1d7ba032000b170f33bb3a6ebfc46a28
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12604?cHash=0f1ab62c532e9fd9a26e3d64ff0d413e

8 / Covered Bond & SSA View // 13 November 2024 NORD/LB

LfA: promotion business in the first nine months of 2024

On 30 October, the German agency LfA Férderbank Bayern (ticker: BAYLAN) published its
review of the first three quarters of 2024. Loans of around EUR 1.2bn to support the Bavar-
ian economy were provided in the first nine months, of which just under EUR 970m came
from programme loans. The funds were credited to a total of circa 2,500 companies and
local authorities in Bavaria. However, demand for the LfA’s subsidised loans fell compared
with the same period in the previous year. None the less, the trend in the most recent
third quarter was once again more positive, making it the strongest quarter in 2024 ac-
cording to the press release. In particular, loan commitments in the start-up, growth and
innovation segments were increased. Lower interest rates mean that demand for promo-
tional funding is expected to increase over the next few months. Once again, demand for
LfA’s start-up and corporate succession programmes (EUR 310m) as well as its growth and
modernisation measures (EUR 395m) was strongest in the period from January to Septem-
ber. Demand for its innovation loan 4.0, a specialised programme to finance innovation
and digitalisation, also remained high. Over EUR 140m was promised under this pro-
gramme up to the end of Q3/2024. Even more companies are to benefit from this form of
promotional funding in future, since in addition to SMEs, small mid-caps with an annual
turnover of up to EUR 500m have also been eligible for innovation loan 4.0 funding since
the beginning of October. “LfA helps Bavaria’s SMEs to undertake significant investments
in start-ups, growth and innovation despite challenging economic conditions. [...] We shall
expand the range of support provided by LfA still further to create more incentives for
investing in the future and, in doing so, make Bavaria more competitive,” promised
Bavaria’s Economics Minister Hubert Aiwanger.

Kommuninvest: quarterly report on “Local Government Debt Management”

The municipal financier Kommuninvest (ticker: KOMINS) has published its quarterly report
on Swedish local government’s debt management for Q3/2024. This report is based on
Kommuninvest’s loans and transactions, which were registered by municipalities and re-
gions plus their companies in the in-house debt management tool “KI Finans”. The recently
analysed dataset for Q3/2024 contains 9,605 loans, commercial paper and bonds worth a
total of SEK 669bn (EUR equivalent: EUR 60.5bn) as well as 1,618 derivatives worth
SEK 200bn. As the report explains, the average interest rate in this sector has fallen for the
first time since 2021. The reduction compared with the previous quarter amounted to
-10 basis points, meaning that the average interest rate was 2.5% most recently. “The drop
in the average interest rate for the sector was expected due to lower interest rates for new
transactions in the last 12 months. However, it is not clear in which quarter precisely the
fall occurred. Nevertheless, the fall indicates clear that lower market rates rapidly have an
impact on the rates municipalities must pay for their borrowing,” commented Viktor Jo-
hansson, analyst at Kommuninvest, on the results. Besides funding costs, the average capi-
tal commitment also decreased in the third quarter. Most recently, the period in question
amounted to 2.3 years compared with 2.5 years in Q2/2024. The capital commitment and
fixed interest period for the sector has fallen steadily in the last four years and may now be
compared with the rates prevalent around 2016.
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EIB and CDP: EUR 1bn for the public sector in Italy

The European Investment Bank (ticker: EIB) and the Italian bank Cassa Depositi e Prestiti
(CDP, ticker: CDEP) plan to step up their partnership to support the Italian economy in
future. In this connection, it will focus on initiatives to generate positive environmental
impacts, in particular. Specifically, the EIB will guarantee loans up to a total of EUR 500m
to be made available to Italian regions by CDP. This will allow CDP to lend public institu-
tions up to EUR 1bn for investment purposes over a period of five years. The new loans are
expected to promote economic development in central and southern Italy and also to fi-
nance projects that will keep climate change at bay, improve resilience against extreme
weather events and encourage social cohesion. The EIB and CDP will therefore continue to
support the public sector on the basis of their strong working relationship, which will be
further strengthened by this second guarantee agreement.

EUROFIMA announces a capital increase

On 04 November, EUROFIMA (ticker: EUROF) announced that the capital increase of
CHF 50m (EUR equivalent: EUR 53.7m) approved last June has now taken place. This de-
velopment follows the extraordinary general meeting of EUROFIMA, in which it resolved to
increase the organisation’s share capital, which was subsequently confirmed by the Board
of Directors. As a result, the issuer’s total share capital now stands at CHF 2.65bn. The cap-
ital increase was effected by converting freely distributable reserves in accordance with
Article 625d of the Swiss Code of Obligations (Swiss stock corporation law). In this context,
500 class B registered shares worth CHF 100,000 were issued.

Primary market
As if the presidential elections in the USA were not reason enough for a sharp fall in issu-
ance activity, the subsequent collapse of the traffic light coalition in Germany led to an-
other uncertainty factor, which practically brought the SSA primary market to a standstill
in the past trading week under review. On top of this, there are of course the hard factors
on the market, namely spread widening and repricing. Only EUROF, which we talked about
in the previous section, ventured onto the market on Tuesday (yesterday). It was seeking
investors for a ten-year green bond worth EUR 500m. Having started with a guidance of
ms +67bp, the order book reached EUR 1.5bn in total at the end of the marketing phase,
meaning that the deal was three times oversubscribed. The final reoffer spread stood at
ms +62bp. EUROF’s last EUR benchmark issue to date dates back to November 2022. For
the coming week, the European Union (ticker: EU) has sent an RfP to the relevant group of
banks in the context of its fourth syndicated transaction in H2/2024 (cf. funding plan). It is
the EU’s last regular scheduled syndicated transaction this year. However, it should be
noted that the community is holding open an optional window for a further deal in CW50.
We also expect the following transaction to appear on our screens shortly following the
issue of new mandates: the Hanseatic City of Bremen (ticker: BREMEN) intends to issue
EUR 500m (WNG) in the five-year maturity segment.

Issuer Country Timing ISIN Maturity Size Spread Rating ESG

EUROF SNAT 12.11. X52941356698 10.2y 0.50bn ms +62bp AA [/ Aa2 / AA X

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


https://www.eurofima.org/sites/default/assets/File/investor-relations/green-bonds/EUROFIMA-Green-Bond-Framework%20V2.pdf
https://commission.europa.eu/document/download/8056ad06-aa17-46e0-b44a-139004324648_en?filename=Factsheet_Funding%20Plan_July-December%202024_3.pdf
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Development of German property market (vdp index)

Author: Lukas Kiihne

Index level: all, residential and commercial
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vdp: slight upward trend in property prices discernible

Current figures on price trends in Germany’s real estate markets were published at the
start of this week. This latest data for the widely regarded vdp property price index relates
to the third quarter of 2024. The vdp property price index is based on transaction data,
meaning actual purchase prices and rents, and is supplied by over 700 banks in the Ger-
man financial sector. In the third quarter of 2024, the overall index achieved a second con-
secutive increase (+1%) and now stands at 177.3 points (baseline year 2010 = 100 points).
However, when compared with the 179.2 points in the same quarter of the previous year,
the vdp property price index is down 1%. The rise of 2.1 points in the third quarter of 2024
was attributable to both commercial and residential properties. With prices rising by 1.1%
quarter on quarter, the upward movement in residential property is greater than the
+0.7% in commercial property. Our assessment is that this second consecutive rise sug-
gests a stabilisation of the German property market but should not be interpreted as a
clear trend reversal since, quarter on quarter, residential properties posted a slight decline
of 0.4 points, while commercial property even dropped 6.4 points.

Year-on-year change: all, residential and commercial
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Source: vdp, NORD/LB Floor Research

Residential properties: prices up 1.1% quarter on quarter

Residential property prices were up by 1.1% compared with the immediately preceding
quarter (-0.2% Y/Y). On a quarterly basis, the greatest rise was attributable to housing in
Germany (+1.0%), while owner-occupied homes were +0.8% against the second quarter of
2024. This means the upward trend was not only sustained across all residential categories
in the third quarter, but in fact accelerated. However, all sub-categories registered a year-
on-year decline in prices, by between 0.5% and 1.0%.
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Rising property prices are no cause for overt optimism

In the latest press release, vdp Chief Executive Jens Tolckmitt highlighted the stabilisation
of the German market, but warned against too much optimism. However, the downturn
phase in the property market will only be fully overcome “when the transaction numbers
and financing volumes continue to climb substantially in all asset classes”. Tolckmitt first
and foremost mentions economic developments in Germany and the ongoing geopolitical
risks as uncertainty factors. He also voiced criticism about the latest developments in the
housing market. “Housing is already far too scarce. Nevertheless, month for month, fewer
and fewer building permits are being reported, and building completions are languishing at
much too low levels.” Reflecting the persistent housing shortage, rents under new con-
tracts for multi-family houses rose 0.7% on the quarter and +5.6% on the year.
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Housing in top 7 markets: positive price trend in all cities

In line with the overall index, the special index for the development of the residential
property market went up by an average of 1.1% against the immediately preceding quarter
in the top 7 cities. No price declines were observed in any of the seven metropolises be-
tween the second and third quarter of 2024. The greatest price increase was seen in Frank-
furt am Main (+1.6%), followed by Dusseldorf and Munich (+1.5% in each case). When
compared with the previous year, the trend in prices was mixed. For example, prices in
Munich were -1.7% versus the third quarter of 2023.

Despite positive developments, situation in commercial property market remains tense
While the sub-index for commercial property prices was up 0.4% in the second quarter of
2024, the quarter-on-quarter increase was boosted to 0.7% in the third quarter of 2024.
Capital values for office properties increased by 0.8% against the previous quarter, thereby
rising somewhat more strongly than for retail properties (+0.3%). The positive price trend
in the third quarter of 2024 cannot mask the fact that the commercial property market
remains under pressure. Jens Tolckmitt urged restraint in how the situation in the German
property market is viewed, stating that “the current development is as yet no more than a
first indication of an end to the two-year decline in prices and the entry into a possible
sideways movement”.


https://www.pfandbrief.de/site/en/vdp/press/News/press_releases/20241111_Index_q3_2024.html%23
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Conclusion

The picture of the German property market painted by the vdp data set is somewhat
brighter in the third quarter of 2024. While a positive upward trend on the property mar-
ket does slowly appear to be emerging, it is our view that talk of a trend reversal would be
premature. The cooling economic climate in Germany and geopolitical risks present risk
factors for the property market. Furthermore, the persistently low transaction volumes
and reduced sales in commercial property mean a sustained recovery of this submarket
has not yet begun. We take a slightly more positive view of developments in the residen-
tial property market. This seems to have bottomed out and a gradual trend of recovery is
likely to set in. This trend might be supported by further rate reductions from the Europe-
an Central Bank over the coming months. We regard the index published for the third
quarter of 2024 as positive in relation to the Pfandbrief segment. The stabilisation of prop-
erty prices should effect lower lending values for assets in the cover pool of German
Pfandbrief issuers. With regard to the CRE crisis, it can be asserted that the situation has
stabilised, which should be seen as a positive sign for Pfandbrief issuers with a strong focus
on this segment.
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SSA/Public Issuers
Auvergne-Rhone-Alpes Region — spotlight on REGRHO

Authors: Dr Norman Rudschuck, CIIA // assisted by Tobias Cordes and Maximilian Lingenfelser

Auvergne-Rhone-Alpes region — an overview

The Auvergne-Rhone-Alpes region (ARA, ticker: REGRHO) was created in 2016 from the
merger of the Auvergne and Rhéne-Alpes regions and is now one of France’s 13 regions.
The sub-sovereign is located in south-eastern France and contains significant cities such as
Lyon, Grenoble and Clermont-Ferrand. The first of these, as the largest city and adminis-
trative centre, is one of France’s most dynamic urban areas. The ARA region has 13 dépar-
tements and borders on ltaly, Switzerland and several French regions. It is home to 8.1m
inhabitants or around 12% of the French population. The ARA region is one of the most
densely populated regions of France. The age structure is similar to the national average:
around 31% of the population is aged under 25. The ARA region benefits from a highly
varied landscape extending from the Alps in the east through vast river valleys and agricul-
tural areas to the volcanic mountains of the Auvergne.

Regional government built around Les Républicains party in the 2021 elections

Laurent Wauquiez (Les Républicains) won the French regional elections in 2021 and there-
fore remained the region’s president — an office he had occupied since 2016. He resigned
in September 2024 to lead the parliamentary group in Paris. The office of regional presi-
dent is now occupied by Fabrice Pannekoucke (Les Républicains). The regional parliament
consists of a conservative government and a strong left-wing (49 seats) and right-wing (34)
opposition. The political power of the regional parliament is comparable to that of a
German Landtag (regional parliament): its main duties therefore include education, infra-
structure and economic development. On a national level, the central government and
national parliament — which consists of two chambers — take precedence over the regional
government. The two chambers, the national assembly and senate, function in a similar
way to the British bicameral system. At local level, in contrast, the structure is similar to
the German system: the French regional authorities are essentially divided into regions,
départements and municipalities (communes). Several municipalities belong to a dépar-
tement, several départements are part of a region. The division of tasks and legal options
open to these regional authorities are similar to those in the German system.

The appeal of the ARA region

Tourism is one of the region’s key economic sectors. With 176 ski resorts, several national
parks and three of the largest lakes in France, the region offers numerous opportunities for
sporting activities and outdoor holidays. This makes it particularly attractive to sports en-
thusiasts and active holidaymakers. In addition to its natural attractions, its cities are also a
key part of its success. For instance, Lyon is not only well-known for its rich history and
superb cuisine, but its ancient city centre has also been recognised as a UNESCO world
heritage site. In 2023, the region generated revenue from tourism of EUR 14bn, making it
France’s second most important tourism region after Paris. With 53.8m overnight stays in
the same year, the ARA region ranks ninth in Europe, which emphasises the importance of
the sector.
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An important economic region characterised by high levels of innovation

The ARA region is one of the most innovative and economically strong regions in France.
Thanks to its well-developed infrastructure, it plays a key role as a hub for transportation
and logistics. This is apparent from its dense network of motorways and highways, which
offers connections both within France and to neighbouring countries Italy and Switzerland.
International airports in Lyon, Grenoble and Clermont-Ferrand and the well-developed
railway infrastructure with many high-speed routes contribute to the region’s importance.
The significance of industry is characteristic of the sub-sovereign: with more than 520,000
jobs at 61,000 locations, it is the French region with the highest number of jobs in this sec-
tor. Over 16% of national value-added is generated there. Accordingly, a large number of
well-known companies — such as Michelin, Sanofi and Danone — are headquartered or
have production facilities there. It is also the second largest region for universities with
over 370,000 students spread across eight universities and 50 Grandes Ecoles. Thanks to
close links to industry combined with the large number of universities, the ARA region has
evolved into a centre for innovative start-ups and now ranks among the world’s 100 most
important natural science and technology clusters. This is reflected in the fact that 13 of
the 55 French “poles de compétitivité” (competitive clusters) are based in the region. Its
capacity for innovation is apparent from the number of patent applications, in particular:
Around 20% of all patent-protected innovations come from the sub-sovereign and 79.8%
alone of French semiconductor patents originated there. R&D expenditure is therefore
comparatively high, accounting for around 15% of all R&D expenditure in France, at
EUR 8.4bn, in 2022. In terms of GDP, at just under EUR 305bn, the ARA region is the
strongest economic region in France after the Tle-de-France (just under EUR 783bn). This
economic strength is also reflected in per capita GDP and household income: at
EUR 37,000, per capita GDP is the third highest in France (as per 2022), at EUR 30,491,
average household income is some 4.5% above the average national of EUR 29,180. In
2023, the unemployment rate of 6.4% was below the national average (7.2%). The two
biggest, non-French trading partners in the region are Germany and lItaly, which jointly
account for around 25% of all exports and imports. It is striking that, although China is not
among the five biggest export partners, it is the third biggest import partner (as per 2022).
In 2017, there were more than 7,300 foreign firms operating in ARA, providing over
220,000 jobs with the biggest foreign employers coming from the USA, Germany and Swit-

zerland.
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Extensive efforts surrounding environmental protection

Auvergne-Rhdne-Alpes Energie Environnement (AURA-EE) was founded in 1978 as an
environmental agency supported by the regional parliament. The institution is not state-
backed and operates as a non-profit making organisation with over 80 members consist-
ing of public institutions, other NGOs, energy companies. Its activities are mostly limited
to supporting local institutions in implementing projects involving sustainability and envi-
ronmental protection. The focus is sustainable energy and climate planning, energy effi-
ciency in buildings and transport, sustainable mobility as well as waste disposal and the
recycling industry. At EU level, the AURA-EE leads the EUSALP initiative (EU Strategy for
the Alpine Region) as Co-Lead. In 2021, the ARA region issued a green bond worth
EUR 100m to finance environmental projects for the first time.

Rating downgrade in line with that of France

After S&P downgraded its rating for France from AA to AA- at the end of May 2024 in
response to the increase in government borrowing and the unexpectedly high budget
deficit, it aligned its rating for the Auvergne-Rhone-Alpes region with the sovereign rating
in June. This is because S&P will not rate individual regions more highly than the state at
national level. However, in its explanation, the risk experts referred to the region’s pru-
dent financial management and, in this connection, highlighted its good liquidity, strong
economy and low unemployment, in particular. The region’s independent credit rating is
therefore better at AA+.

Liability mechanism and regulations

It is true that the French government does not provide any explicit guarantees for regions
or regional authorities, however, a financial equalisation system was enshrined in the
constitution as part of the decentralisation of France in 2003, which provides for both
horizontal and vertical financial equalisation (Art. 72-2). Under the current legal position,
it is not possible for the regions to become insolvent either. In this respect, the region is —
as described above — highly creditworthy despite the rating downgrade. In July 2024, the
French financial market supervisory authority, Autorité de Contréle Prudentiel et de Réso-
lution (ACPR), which is directly subordinate to the Banque de France in operational terms,
also decided that in future risk exposure to French sub-sovereigns would be treated in the
same way as exposure to the French central government in future from a regulatory per-
spective (cf. weekly publication dated 7 August). Under the standard approach of the
Regulation (EU) 575/2013 (CRR), this gives ARA a risk weight of 0%. Consequently, this
classification also allows it to be categorised as a level 1 asset under the LCR, and to de-
rive a corresponding NSFR classification of 0%. This has given the region’s bonds equiva-
lent status to bonds issued by German Laender in this respect. They already benefited
from preferential classification under Solvency Il — freed from the changes to the regula-
tory treatment.

Regulatory summary for Auvergne-Rhone-Alpes and French regions

Risk weight
LCR classification
NSFR classification

Solvency Il classification

0%

Level 1 (EBA-list)
0%

Preferred (0%)

Source: Regulation (EU) No. 575/2013, Delegated Regulation (EU) 2015/61, Delegated Regulation (EU) 2015/35, NORD/LB Floor Research



https://www.auvergnerhonealpes.fr/media/570/download?inline
https://acpr.banque-france.fr/sites/default/files/media/2024/07/03/20240703_decision_2024-c-18.pdf
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12716?cHash=474f6c28dba11a1f59ed1ab418d04b8c
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02013R0575-20240109
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02015R0061-20220708
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12743?cHash=42fa5168adbf3eb6b03aae75d19dcb96
https://www.nordlb.de/meine-nordlb/download/research-dokument-12727?cHash=ea595f4a011103e8db706438794712ce
https://www.eba.europa.eu/sites/default/files/2024-03/0ac84d0f-a885-47fd-b020-0d6a7e82a505/EBA%20List%20of%20PSE%20treated%20as%20exposures%20to%20RGLA%20or%20CG%20-%20Article%20116%284%29%20CRR.xlsx
https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=CELEX%3A02013R0575-20240709
https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=CELEX%3A02015R0061-20220708
https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=CELEX%3A02015R0035-20220802

16 / Covered Bond & SSA View // 13 November 2024 NORD/I-B

Maturity profile by currency and coupon type Bond maturities in the next 12 months
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Outstanding volume of the Auvergne-Rhone-Alpes region

The outstanding bond volume under ticker REGRHO amounts to EUR 1.6bn in total, split
between 61 different ISINs. Of this figure, EUR 580m (36%) will not mature until after
2034. The share of EUR 30m under “floating” is almost negligible. In addition, there is a
zero-coupon bond, the remaining bonds therefore come with a fixed coupon. There is no
foreign-currency diversification, however, the sustainability projects mentioned above and
the ESG framework could be of interest. The longest outstanding bond is the green bond
issued in October 2021 (EUR 100m, 20y). Medium and long-term refinancing takes place
on the capital market within the framework of the EMTN programme amounting to
EUR 1.5bn.

Conclusion

Due to its size and position, the ARA region is characterised by its economic strength, and
also has good links to Europe thanks to its excellent infrastructure. Its diverse economy
meant that it overcame the effects and consequences of the COVID-19 pandemic rather
better than other regions. In many respects, the region ranks second in a French compari-
son, such as number of inhabitants, GDP, the employment rate and tourism. Prudent fi-
nancial management, positive socio-economic indicators and its future-oriented focus help
make the region attractive to investors. The region also benefits from the changes to its
regulatory treatment in 2024 and, in our opinion, these improve the conditions for future
refinancing activities on the capital market.


https://www.auvergnerhonealpes.fr/media/565/download?inline
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EUR benchmark maturities by month
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EUR benchmark emission pattern Covered bond performance (Total return)
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Spread development (last 15 issues)
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Germany (by segments)
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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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Portfolio structure
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NORD/LB

Covered Bond Purchase Programme 3 (CBPP3)
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Development of CBPP3 volume
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Appendix
Overview of latest Covered Bond & SSA View editions

Publication Topics
36/2024 ¢ 06 November "  ESG covered bonds: Benchmark segment on a growth trajectory

®  Current LCR classification for our SSA coverage

35/2024 ¢ 30 October "  Maturities the future driver in the primary market?

®  German-speaking Community of Belgium — spotlight on DGBE

34/2024 ¢ 23 October " Arelative value investigation of covered bonds

®  Current risk weight of supranationals & agencies

33/2024 ¢ 16 October " The covered bond universe of Moody’s: an overview

®  Teaser: Issuer Guide — European Supranationals 2024

32/2024 ¢ 09 October ®  Alook at the CEE covered bond market
®  NGEU: Green Bond Dashboard

31/2024 ¢ 02 October ®  Areview of Q3 in the Covered Bond segment
®  Teaser: Beyond Bundeslaender — Spanish Regions

30/2024 ¢ 25 September ®  The EUR benchmark segment after the summer break
®  Update on German municipality bonds: DEUSTD and NRWGK

29/2024 ¢ 18 September ®  ECBC publishes annual statistics for 2023

"  Sukuk bonds —an update on sharia-compliant investments

28/2024 ¢ 11 September ®  Banca Sella joins the EUR sub-benchmark segment

" Teaser: Beyond Bundeslaender — Autonomous Portuguese regions
27/2024 ¢ 04 September "  New Pfandbrief issuer: Lloyds Bank GmbH
" Agencies and resolution instruments of the BRRD

26/2024 ¢ 21 August ®  Central bank eligibility of covered bonds

" Teaser: Issuer Guide — German Agencies 2024

25/2024 ¢ 14 August " Development of the German property market (vdp index)

" (Classification of Supranationals and Agencies under Solvency Il

24/2024 ¢ 07 August ®  Transparency requirements §28 PfandBG Q2/2024

" Teaser: Issuer Guide — Spanish Agencies 2024

23/2024 ¢ 10 Jul ®  Repayment structures on the covered bond market: An update
B SSAreview: EUR-ESG benchmarks in H1/2024

22/2024 ¢ 03 Jul ®  Covereds: Half-year review and outlook for the second half of 2024
" SSA half-year review 2024

21/2024 ¢ 26 June ®  The covered bond universe of Moody’s: An overview
" Teaser: Issuer Guide — Austrian Agencies 2024

20/2024 ¢ 19 June "  New EUR benchmark issuer from Slovakia

®  ECB repo collateral rules and their implications for Supranationals & Agencies

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



https://www.nordlb.com/my-nord/lb-portals/download/research-document-12916?cHash=3e84e2d1955085ea3be9d85193b3f451
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12901?cHash=0f9b3a08e012aa781e89e87dec7f0c2a
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12885?cHash=484e042c16b6cdbc4f9a546bd882cbc5
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-12826?cHash=5ab901059b5fa72fca742054d0308148
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12826?cHash=5ab901059b5fa72fca742054d0308148
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12826?cHash=5ab901059b5fa72fca742054d0308148
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12808?cHash=49871e09210bc2fd560ce90eb2dceb3d
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12778?cHash=93ae04ec9c0cab5c764770bb1e31e0a2
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12778?cHash=93ae04ec9c0cab5c764770bb1e31e0a2
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12745?cHash=25af2c6c6b282efcecd253d977440f13
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12729?cHash=4515fab76613e0d8ff8188041c7c5fd4
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12716?cHash=474f6c28dba11a1f59ed1ab418d04b8c
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12662?cHash=fa8ff9d5411fd904ccb297807a4b6339
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12645?cHash=da56fae62bf66814176a2cfa808f1def
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12630?cHash=b15826dce6fc99cddbb162129ea5bde7
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12616?cHash=6a29c255f732f28c7e2895eb18347dc6
https://www.nordlb.com/nordlb/floor-research
https://www.nordlb.com/nordlb/floor-research/covered-bonds
https://www.nordlb.com/nordlb/floor-research/ssa/public-issuers
https://blinks.bloomberg.com/screens/RESP%20NRDR
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Appendix
Publication overview

Covered Bonds:

Issuer Guide — Covered Bonds 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 Q3/2024 (quarterly update)

Transparency requirements §28 PfandBG Q3/2024 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 2024

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>



https://www.nordlb.com/my-nord/lb-portals/download/research-document-12815?cHash=3f0d54f28e1ba229fcab105bdfa2f6da
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11819?cHash=92027df2171ee54d0499693461f03ab2
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11213?cHash=06f7c852e56bc62fce14acb315ad033a
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12629?cHash=85732bf74189fcdc3c08ce32ca688687
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12925?cHash=c4412a7b148333f0fbd908e9e4e27186
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12927?cHash=134c0ad153c957392cb48dc18611c5ec
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12743?cHash=42fa5168adbf3eb6b03aae75d19dcb96
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12755?cHash=67652a0a2f28e5c727adf81ab972f605
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12417?cHash=69a3bfc9a23e6dce8d2112b0e3ef4ce4
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12890?cHash=4c93dbaea3ff55333dae5e65627aa3bb
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11730?cHash=754c7048eedff1ccd422364cf477ad48
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12604?cHash=0f1ab62c532e9fd9a26e3d64ff0d413e
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12529?cHash=1d7ba032000b170f33bb3a6ebfc46a28
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12393?cHash=6fed7683cb7480463006659a74e1cb89
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12235?cHash=58e88151340d7527054168a32915458a
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-12848?cHash=d8bd86181b177fcdb511a372e3512ea1
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12585?cHash=68bac3ad40a7206e84488707913f8b32
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12878?cHash=6db91b035f36b8cbb00d3fe821e1c68f
https://www.nordlb.com/nordlb/floor-research
https://www.nordlb.com/nordlb/floor-research/covered-bonds
https://www.nordlb.com/nordlb/floor-research/ssa/public-issuers
https://blinks.bloomberg.com/screens/RESP%20NRDR
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Appendix
Contacts at NORD/LB

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.


http://www.nordlb.de/
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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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