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Market overview
Covered Bonds

Author: Alexander Grenner

Primary market: brisk issuance activity continues

After the successful “reopening” of the market last week, issuance activities on the prima-
ry market for covered bonds in EUR benchmark format continued to be brisk. In the trad-
ing days under review, we were able to record a total of five transactions from four juris-
dictions. Last week, UniCredit Bank was the first Pfandbrief issuer to become active after
the summer break, placing EUR 1bn (4.0y) on the market at ms +24bp. This marks the third
new issuance from the bank in the current year so far, with the previous two transactions
each involving public sector Pfandbriefe. On the same day, the market welcomed the first
ESG transaction after the summer break in the shape of a green covered bond from Credit
Agricole Home Loan (ACACB). The French bank opted for a guidance in the region of
ms +52bp for its eight-year covered bond. The new issuance attracted quite remarkable
investor demand, which manifested itself in a well-filled order book of EUR 3.2bn. ACACB
ultimately decided on an issue volume of EUR 1bn (reoffer spread: ms +45bp). Issuance
activities cooled down somewhat for the subsequent three trading days after this, until
three bonds were placed on the market yesterday (Tuesday, 26 August). While last week
ING Bank (ING) from the Netherlands made an appearance on the market through its Bel-
gian subsidiary, this week this Dutch issuer opted for a dual tranche (5.0y at ms +33bp area
& 10.0y at ms +45bp area). We are by no means surprised by the nature of this bond, since
ING has often decided to issue dual tranches in the past (most recently in January 2024).
After completion of the marketing phase, the bank selected a transaction volume of
EUR 1.75bn (ms +27bp) for the shorter bond and EUR 750m (ms +40bp) for the longer ma-
turity. The Korea Housing Finance Corporation (see below) also opened the books for its
social covered bond with a volume of EUR 500m (WNG) yesterday. The reoffer spread nar-
rowed by 7bp in the course of the marketing phase (bid-to-cover ratio: 2.7x).

Issuer Country  Timing ISIN Maturity  Size Spread Rating ESG
Korea Housing Finance KR 26.08. X53149806971 5.0y 0.50bn ms +42bp -/ Aaa/ AAA X
ING Bank NL 26.08. XS3170286283 10.0y 0.75bn  ms+40bp  AAA / Aaa/AAA -
ING Bank NL 26.08. XS$3170229135 5.0y 1.75bn  ms+27bp  AAA / Aaa/AAA -
Credit Agricole SFH FR 20.08. FR0014012BB5 8.0y 1.00bn  ms+45bp  AAA/Aaa/AAA X
UniCredit Bank DE 20.08. DEOOOHV2A003 4.0y 1.00bn  ms +24bp -/Aaa/- -

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

Secondary market: tense picture following confidence vote in France

Even though the rather numerous new issuances were well received on the secondary
market, the general picture is tense ahead of the announced vote of no confidence in
France. At the moment, pressure is still predominantly focused on French titles, but we
could also see potential contagion to other jurisdictions. However, it remains to be seen
whether this new pressure point will also be reflected in a general spread widening.
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Real estate climate — overall index and change (M/M)

Index value

NORD/LB

Renewed decline in Deutsche Hypo real estate climate index

The Deutsche Hypo real estate climate index has been one of the most widely observed
indicators of the situation on the German property market for many years now. Following
a decline in July, the sentiment barometer among real estate experts has continued to
drop, registering a month-on-month fall of 3.5% to its current level of 92.2 points (212th
monthly survey). The index is therefore at its lowest level for the year so far. The senti-
ment barometer was last lower in September 2024, at 92.1 points. The following subcate-
gories posted declines: investment climate (-2.3% to 88.4 points), earnings climate (-4.7%
to 96.0 points), retail climate (-1.9% to 81.9 points) and hotel climate (-2.8% to 106.3
points). The current leader — the residential climate — has also slumped, dropping by 5.3%
to 143.3 points. The second greatest decline is attributable to the subcategory that is cur-
rently bringing up the rear, the office climate, which stands at 71.3 points (-5.2%). Howev-
er, the values for all segments exceed those that were recorded at the same point in the
previous year, which somewhat illustrates the volatility at present. According to Ingo Al-
bert, Head of Deutsche Hypo — NORD/LB Real Estate Finance Frankfurt, there are still no
signs of a peak phase for the real estate climate index. Even though the market for com-
mercial real estate is showing initial signs of stabilisation, he does not expect a sustainable
recovery until next year. According to Albert, the investment market is benefiting from the
ECB’s seven consecutive key interest rate cuts as well as from the expected effects of the
German government’s economic stimulus programme, while the current geopolitical un-
certainties remain negative factors. Furthermore, despite the slight decline, Albert still
considers investment in rental apartments to be attractive due to the high demand and
low supply, while the logistics asset class is at the same time also benefiting from the
planned infrastructure investments.

Real estate climate index by segment
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https://www.deutsche-hypo-immobilienklima.de/report/current
https://www.deutsche-hypo-immobilienklima.de/report/current
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Moody’s raises covered bond rating of UniCredit Bank Czech Republic and Slovakia
Moody’s rating agency recently announced a rating upgrade of the mortgage-backed cov-
ered bond programme of Czechia-based UniCredit Bank Czech Republic and Slovakia from
“Aa2” to “Aal”. The main reason for the upgrade was adjustments to the OC level of the
programme, in particular the issuer’s intention to maintain OC compatible with the “Aal”
rating in the future. The current OC level of the cover pool is 63.3%. The timely payment
indicator (TPI), a key figure used by Moody’s that reflects the probability of repayment, is
“probable” for the programme and does not restrict the new rating. The country ceiling of
Czechia is “Aaa”, which means that the best possible Moody’s rating of “Aaa” is achievable
for covered bond issuers from this jurisdiction. We recently outlined Moody’s rating ap-
proach as part of our weekly publication and at the same time regularly report on the
agency’s covered bond rating universe, which is updated quarterly. UniCredit Bank Czech
Republic and Slovakia currently has four outstanding covered bonds in the EUR benchmark
format with a total volume of EUR 2bn and has also been represented in the EUR sub-
benchmark segment with one transaction in the past. At present, the only other active
issuer from Czechia is Komercni Banka, which has one outstanding bond (EUR 500m). We
have not yet been able to report any transactions from Czechia in the current year but are
still expecting a new issue volume of EUR 500m from this jurisdiction over the rest of the
year.

Korea Housing Finance Corporation again active on the market with Social Covered Bond
Last week, Korea Housing Finance Corporation (KHFC), a state-owned South Korean entity
that provides social housing finance, announced the new issuance of a five-year social cov-
ered bond with a volume of EUR 500m (WNG). This was followed by a Global Investor Call
in cooperation with the Joint Lead Managers of the transaction on 25 August. The new
issue under the USD 15bn Global Covered Bond programme followed the next day and has
been assigned the respective top ratings of Aaa and AAA by the rating agencies Moody’s
and S&P. KHFC is wholly owned by the South Korean government (63.7% Ministry of Econ-
omy and Finance and 36.3% Bank of Korea). The issuer ratings of Aa2 (Moody’s) and AA
(S&P) are on a par with South Korea’s sovereign rating, highlighting the issuer’s status as a
quasi-sovereign institution. The KHFC cover pool consists entirely of senior mortgage loans
denominated in KRW, with the maximum loan volume per property limited to KRW 500m
(approx. EUR 314,000). According to its own information, with an issue volume of
EUR 8.7bn across the period 2018 to 2025, KHFC is the third-largest issuer of publicly trad-
ed covered bonds in EUR from the APAC region and South Korea’s largest social bond issu-
er since 2022. In addition to bonds in EUR, it is also active in USD, CHF and AUD. In the EUR
benchmark segment, the bank currently has eight outstanding bonds with a total volume
of EUR 5.3bn (all social bonds), with the most recent deal dating back to February of the
current year (EUR 600m; 5.0y). South Korea is by far the jurisdiction with the largest share
of covered bonds in an ESG format. In addition to KHFC, KEB Hana Bank, Kookmin Bank and
Shinhan Bank are also active in the market with regular issuances of green, social and sus-
tainability covered bonds in the EUR benchmark format. Looking to the rest of this year,
after yesterday’s successful deal from KHFC, we now expect a further new issue volume of
EUR 500m from South Korea.


https://www.nordlb.com/my-nord/lb-portals/download/research-document-13404?cHash=2415ac393537966fbcdd554790b805a7
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13464?cHash=7558f862eb4608b14eaae5342fa6c95a

6 / Covered Bond & SSA View // 27 August 2025 NORD/LB

Market overview
SSA/Public Issuers

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

ICE: EU bonds will continue to be excluded from sovereign indices

In mid-August, after the end of a further consultation phase, the US index provider Inter-
continental Exchange (ICE) announced that it would continue to exclude EU bonds from
the relevant government bond indices. ICE had already decided against this step last year.
According to ICE, the majority of investors surveyed still believe that the EU does not meet
the criteria of a “typical” sovereign. The EU’s efforts to break away from its current classifi-
cation as a supranational therefore (once again) remain unsuccessful for the time being.
However, the fact that index providers are holding consultations can be seen as a positive
signal, as it indicates that the market is aware of the efforts of the EU and also recognises
the progress that has been made. In our opinion, the EU is likely to step up its efforts in
this context moving forwards, even if there is little prospect of it being included in the near
future at least.

KfW-ifo SME Barometer: business sentiment among SMEs continues to improve

The latest developments in the SME business climate continue to fuel hopes of an eco-
nomic recovery in Germany. According to a press release, the KfW-ifo SME Barometer rose
by +1.6 points to -12.4 balance points in July for the fifth consecutive month, even though
it remains below the long-term average. Nevertheless, there are growing signs of an eco-
nomic recovery — especially given that the around 7,500 SMEs surveyed gave a significantly
more positive assessment of their business expectations for the coming six months. While
the assessment of the current situation rose by only a marginal +0.2 points to -16.3 bal-
ance points, business expectations for the next six months improved by a notable +2.9
points to -9.0 balance points. In terms of the individual economic sectors, sentiment has
improved across the board, with all five sectors reporting overall growth: the resurgence
among service providers (+1.0 point), retailers (+1.6 points) and the main construction
industry (+1.2 points) was, however, driven solely by higher business expectations, while
situation assessments stagnated or worsened slightly. The picture is different for manufac-
turing (+5.2 points) and wholesalers (+2.6 points), where the sentiment improvement is
based on a better current situation and more optimistic expectations and is consequently
more pronounced. Nevertheless, these two sectors continue to report the weakest busi-
ness situation and the poorest business climate compared with other sectors of the econ-
omy. According to Dr Dirk Schumacher, Chief Economist of KfW, in terms of the sentiment
upswing there are many signs that this time “it will be more than just a flash in the pan.”
He goes on to explain: “In particular, the new Federal Government has the funds for a
massive fiscal stimulus that is also to be implemented very quickly now according to the
budgetary plan. For example, the newly created diminishing balance method of deprecia-
tion could provide a boost to business investment in machinery and equipment already in
the second half of the year. The increase in public-sector infrastructure investment and
defence spending should then have a positive effect on the German economy by 2026 at
the latest.”
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Scope plans to adapt its rating methodology for sub-sovereigns

The rating agency Scope is currently revising its rating methodology for sub-sovereigns and
has announced the planned changes in a press release. Market participants still have time
until 01 September to submit their comments on the changes. The changes are intended to
further develop the existing methodology and provide some clarification, but the institu-
tional framework will remain the decisive factor for the rating. According to comments
from the risk experts, the changes are therefore unlikely to result in any rating changes.
Scope will continue to apply its four-step rating model. While the first step continues to
involve assessing the institutional framework and determining an issuer’s indicative rating
range on this basis, the second step involves evaluating the individual credit profile (ICP),
taking into account various criteria, such as debt and liquidity, budgetary performance and
ESG aspects. The rating is ultimately derived from combining the rating range and the ICP
score and, if necessary, adjusted in a final step in order to take account of various aspects,
such as the issuer’s systemic relevance. As part of the revision, Scope proposes that ESG
factors should now be fully integrated in the calculation of the ICP score, with a weighting
of 20% in total — distributed over environmental (2.5%), social (7.5%) and governance
(10%) factors, thereby replacing subsequent discretionary adjustments for social and envi-
ronmental factors provided for in the previous methodology. Various parts of the ICP
framework will also be adapted or extended. For example, in future, the unemployment
rate should also be applied qualitatively when assessing income and tax capacity, even if
GDP per capita remains the decisive criterion. The future qualitative application of the
payback ratio (gross debt to operating balance) should also provide additional context on
debt sustainability. In the new methodology, it is also planned to extend the definition of
public financing to direct and indirect channels and to recognise horizontal coordination
mechanisms among sub-sovereigns. We welcome the adjustments to the rating approach,
which we believe will contribute to an even more decisive view of the creditworthiness of
individual sub-sovereigns. Against the backdrop of ECAF approval and the greatly increased
coverage in the German Laender segment, we have also decided to include Scope’s ratings
in our Issuer Guide — German Laender. We plan to publish this year’s version in the near
future.

NWB updates Social Bond Framework

The Dutch municipal financier Nederlandse Waterschapsbank (NWB, ticker: NEDWBK) has
updated its Social Bond Framework and aligned it with the 2025 ICMA Social Bond Princi-
ples and the Harmonised Impact Reporting Framework for Social Bonds. The funds raised
from the issuance of social bonds will be used exclusively to provide loans to social housing
associations in order to support the construction of new social housing and thus contribute
to the Sustainable Development Goals (SDGs), with a particular emphasis in this regard on
SDG 1 (No Poverty) and SDG 11 (Sustainable Cities and Communities). Ecological co-
benefits will contribute to achieving SDG 7 (Affordable and Clean Energy). Lending is sub-
ject to loans being approved and guaranteed by Waarborgfonds Sociale Woningbouw
(WSW), which is a guarantee fund for social housing.



https://www.nordlb.com/my-nord/lb-portals/download/research-document-12743?cHash=baeb823d51b24526a0f12107adff529d
https://nwbbank.com/application/files/9517/5328/1899/NWB_Bank_Social_Bond_Framework_2025.pdf
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KBN presents figures for H1/2025 — core earnings down by -7.6% Y/Y

At the beginning of August, the Norwegian municipal financier Kommunalbanken (ticker:
KBN) presented its results for Q2/2025 and the first six months of the year. As stated in the
press release, core earnings in the second quarter of NOK 305m (EUR equivalent:
EUR 26.0m) were significantly lower than in the same quarter of the previous year
(Q2/2024: NOK 330m). The main reason for this was higher operating costs, which
amounted to NOK 112m in the second quarter (Q2/2024: NOK 88m), and significantly low-
er realised profits (Q2/2024: NOK 193m; Q2/2025: NOK 88m). In contrast, the Norwegian
bank’s net interest income rose by NOK +16m to NOK 568m compared with the same
quarter of the previous year, with the volume of the total loan portfolio at the end of the
first half-year amounting to NOK 375.2m (H1/2024: NOK 358.1m). The volume of green
loans increased by NOK +1bn in the second quarter, resulting in a year-on-year rise of +1.6
percentage points in their share of KBN’s total loan portfolio, which amounted to 20.1% as
at 30 June. “We are putting behind us yet another quarter marked by sizable market fluc-
tuations and uncertainty regarding the development of the global economy,” said CEO
Jannicke Trumpy Granquist, commenting on the results. She continued: “KBN has good
access to liquidity and will continue to provide its customers with attractive financing for
local government sector projects across Norway.” Overall, KBN reported core earnings of
NOK 597m for the period from January to the end of June, which is well below the level of
the same period last year (H1/2024: EUR 638m). Net interest income, on the other hand,
grew slightly in the first half of the year to NOK 1,121m (+1.5% Y/Y). On the refinancing
side, the Norwegian bank issued a total of 40 bonds in eight different currencies in
H1/2025, raising an aggregated amount of roughly NOK 102.6bn (H1/2024: NOK 61,6bn).

FMO presents half-yearly report — USD depreciation weighs on results

The Dutch promotional bank Nederlandse Financierings-Maatschappij voor Ontwikkelings-
landen (FMO, ticker: NEDFIN) published its interim report for the period from January to
June on 14 August. After generating a net profit of EUR 134m in the same period of the
previous year, the bank ended the first half of the year with a net loss of EUR 90m — mainly
due to unrealised currency losses of EUR 217m due to the depreciation of the USD against
the EUR since the start of the year. Conversely, regular earnings before taxes developed in
pleasing fashion, rising to EUR 68m compared with the same period of the previous year
(H1/2024: EUR 54m), thanks in part to higher net interest income and lower operating
expenses. As at 30 June 2025, the total committed portfolio amounted to EUR 13.5bn and
was therefore on a par with the first half of 2024. Of this, green loans amounted to
EUR 5.1bn (H1/2024: EUR 4.9bn) and social loans with the aim of reducing inequalities
(“Reduced Inequalities-labelled loans”) amounted to EUR 5.5bn (H1/2024: EUR 4.5bn).
Despite considerable uncertainty in its target markets, FMO was able to provide EUR 830m
in funding for new investments in the first half of the year (H1/2024: EUR 860m). The
Common Equity Tier 1 (CET1) ratio rose to 24.0% at the end of the reporting period, up
+2.2 percentage points on the same period of the previous year. This was due to a decline
in risk-weighted assets, driven on the one hand by the depreciation of the USD and, on the
other hand, by the first-time application of the Basel IV regulations.
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Mecklenburg-Western Pomerania also looking to make use of scope for additional debt
The Mecklenburg-Western Pomerania state government (ticker: MECVOR) is expected to
end the current legislative period, which will conclude in September 2026, with a lower
level of debt than at the beginning of the period. While the level of debt in the 2021 budg-
et was still approximately EUR 12.2bn, the level of debt for 2026 is expected to be around
EUR 11.6bn in the draft budget 2026/27, which would mean a decrease of EUR 620m with-
in the legislative period. This has reportedly been made possible by a special repayment of
EUR 900m in 2024 — financed from unused funds from the “MV-Schutzfond” special fund,
which will be dissolved at the end of 2025 and was originally set up to deal with the
COVID-19 pandemic. Even though it is likely that the level of debt will be reduced during
the legislative period, Mecklenburg-Western Pomerania’s investment ratio remains one of
the highest amongst the German Laender, according to Finance Minister Dr Heiko Geue.
The extended borrowing options available to the Laender will also be utilised for this in the
future. Accordingly, net borrowing of EUR 277.5m is planned for 2026. “Like the federal
government and other Bundeslaender, Mecklenburg-Western Pomerania uses the struc-
tural component of 0.35% of gross national product to finance investments through loans.
This will enable us to ensure that investments in broadband, schools, universities and in-
vestment funds for local authorities will not have to be cut [...]”, as the finance minister
explains.

Primary market

Although the trading week we consider in this section was again on the quiet side, we are
optimistic that issuance activities will slowly but surely gain momentum in the coming
weeks. Nevertheless, issuers within the definition of our SSA universe were by no means
idle: immediately after the editorial deadline for our previous issue, the Canadian pension
fund CPPIB Capital (ticker: CPPIBC) came out of hiding and raised EUR 1.5bn (10y) at
ms +60bp (guidance: ms +62bp area). By the end of the marketing phase, the order book
had filled to a remarkable EUR 13.8bn (bid-to-cover ratio: 9.2x) for the week. Once again,
we have two issues from Germany to report: while Hesse (ticker: HESSEN) placed EUR 1bn
(5y) at ms +15bp (guidance: ms +16bp area; order book: EUR 2.5bn), NRW.BANK
(ticker: NRWBK) met its capital requirements yesterday (Tuesday) by issuing a five-year
bond worth EUR 1bn. The final price was in line with guidance at ms +18bp (order book:
EUR 750m). At the beginning of this week, however, attention was once again focused on
the European Union (ticker: EU), which, as is now customary, increased three of its bonds
in the course of its second bond auction in H2/2025 (cf. funding plan). The volume of the
2027 bond with a coupon of 2.875% was increased by around EUR +2.1bn. The volume of
the 2035 bond with a coupon of 3.375% was increased by just under EUR +2.0bn and the
volume of the 2038 bond with a coupon of 3.375% by around EUR +1.5bn. The bid-to-
cover ratios were 1.3x and 1.7x respectively for the first two bonds, and 1.3x again for the
tap of the final bond. ESM sent an RfP to the relevant banking group for the coming week.
New mandates: CAF (BMK, 7y, Sustainability), IDA (BMK, 7y, Sustainable Development
Bond), KDB (BMK, 3y), BPIFRA (EUR 500m, WNG, 2035 tap).

Country Timing ISIN Maturity Size Spread Rating ESG
DE 26.08. DEOOONWB9163 5.0y 1.00bn ms +18bp AAA / Aal/ AA -
DE 21.08. DEOOOA1RQES83 5.0y 1.00bn ms +15bp -/ -/ AA+ -
CA 20.08. XS3167346934 10.0y 1.50bn ms +60bp -/ Aaa / AAA -

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


https://www.regierung-mv.de/Landesregierung/fm/Haushalt/Haushaltsplan/Haushaltsplan-2026-2027/
https://commission.europa.eu/document/download/0646331c-3214-4a6f-bf40-8ee04141db71_en?filename=Factsheet_Funding%20Plan_July-December%202025.pdf
https://www.caf.com/en/investors/sustainable-finance/
https://thedocs.worldbank.org/en/doc/aca76456d95b19ea314278b6bd6c9ab1-0340022021/original/IDA-Sustainable-Development-Bond-Framework.pdf
https://thedocs.worldbank.org/en/doc/aca76456d95b19ea314278b6bd6c9ab1-0340022021/original/IDA-Sustainable-Development-Bond-Framework.pdf
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Covered Bonds
The rating approach of Standard & Poor’s

Authors: Alexander Grenner // Lukas Kiihne

The covered bonds rating approach of Standard & Poor’s

This article in our weekly publication provides a schematic presentation of the rating ap-
proach used by Standard & Poor's (S&P) to rate covered bonds. Together with DBRS, Fitch,
Moody's and Scope, S&P is one of the five “External Credit Assessment Institutions” (ECAI)
listed in the “Eurosystem Credit Assessment Framework” (ECAF).

Revised covered bond rating methodology with only marginal impact

S&P has recently published an updated version of their covered bond rating criteria, fol-
lowing a “Request for Comment” to market participants earlier this year. While the meth-
odology’s basic structure remains unchanged, there are a few relevant adjustments that
we shall outline below. For example, as a general rule the maximum uplift (three notches)
determined as part of the jurisdictional support analysis is limited by the foreign currency
rating (FCR) of the respective country in which the issuer is domiciled. However, this FCR
limitation can now be exceeded by one notch provided that the issuer is based in a country
that is a member of a monetary union. S&P generally doesn’t expect higher levels of over-
collateralization than those provided for in the law when rating a covered bond program
on the sole merit of jurisdiction support. Where a “AAA” rating on the basis of jurisdictional
support is assigned, S&P still expects overcollateralization to cover credit risk to a “AAA”
level of stress when specific risk factors in the cover pool in relation to the minimum regu-
latory overcollateralization level are identified. In addition, the rating experts are simplify-
ing the counterparty risk assessment and the asset spread levels used to model refinancing
costs. According to information from S&P, the adjustment to the rating approach resulted
in a one-notch uplift for just a single covered bond programme, while no rating down-
grades are expected. In actual fact, the OC ratio required to maintain a covered bond rating
is expected to decrease by an average of 5% for 70 programmes and settle at a more stable
level in the future.

Five-stage process
S&P’s rating process will be split into five phases:

i) Analysis of issuer-specific factors (e.g. legislative, regulatory, operational and ad-
ministrative risks) = can the covered bond rating be higher than the issuer credit
rating (Issuer Credit Rating, ICR)?

ii) Establishing the RRL (Reference Rating Level) based on the applicable resolution
mechanisms = bail-in yes/no?

iii) Calculation of maximum possible rating based on the jurisdiction and cover pool
- external probability of support (ex. state, central bank)?

iv) Analyze the quality of cover pool (expected loss, overcollateralisation, liquidity)

v) Combination of results and influence of additional factors (e.g. counterparty and
country risk) = final rating?



https://www.ecb.europa.eu/paym/coll/risk/ecaf/html/index.en.html
https://www.spglobal.com/ratings/en/regulatory/article/-/view/sourceId/13506456
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ICR forms rating floor

The issuer's credit worthiness remains an essential factor in the analysis since the respec-
tive institution is both the primary source for payments to the covered bond creditors and
also manager of the cover pool, and can therefore have a significant influence on asset-
liability mismatch (ALMM) risks, credit quality and overcollateralisation. The issuer rating is
therefore seen as the floor for the covered bond rating. On this basis, S&P first considers
whether an uplift above the ICR can be awarded in principle. Among other things, this re-
quires legislative or contractual arrangements which guarantee the separation of the cover
assets to the benefit of the covered bond holders.

Resolution mechanisms define RRL

The main driver of resolution regime uplift is the systemic importance of covered bonds.
The RRL is not capped at the foreign currency rating on the sovereign of domicile of the
covered bond issuer. To this end, the agency checks establishes the Bank Recovery and
Resolution Directive (BRRD) or similar legislation is applicable, allowing the issuer to con-
tinue to make payments to covered bond holders, even though senior unsecured paper
has defaulted. In such cases, the RRL is defined as the greater of:

i) The ICR on the issuer, plus one notch for covered bond programs we assess as hav-
ing moderate systemic importance or plus two notches for programs we assess as
having a strong or very strong systemic importance; and

ii) the Resolution Counterparty Rating (RCR) on the issuing bank, where applicable.

In jurisdictions where there is no corresponding resolution mechanism, the RRL equals the
ICR.

Likelihood of external support

The probability of public support determines the jurisdiction-supported rating level (JRL). It
reflects S&P’s assessment of how likely the covered bond program is to receive support
prior to resorting to a market-driven solution, such as a liquidation of the cover assets in
the open market. Such support may come either through direct state intervention — such
as from a central bank — or indirectly from a government’s use of private-sector mecha-
nisms or through trustees, administrators, or other parties acting to protect covered bonds
(according to specific laws or other requirements). The probability of support shall be as-
sessed by evaluating: i) the covered bond legislation, ii) the systemic importance of the
covered bonds in their market and iii) the credit worthiness of the state with marks ranging
from , weak” to “very strong”, whereby the overall score is based on the weakest individu-
al assessment of the three criteria. Subsequently, an uplift of 0 to 3 notches over the RRL
can be assigned, which defines the JRL.

Cover pool factors

Based on the JRL, a further notching is then undertaken which takes into account overcol-
lateralisation in the cover pool and analyses the extent to which it covers credit risks and
refinancing costs (only for the last two notches). This factors in not only the level of over-
collateralisation, but also liquidity conditions. There can be an uplift of up to four notches
for assets with an active secondary market. Where a sufficiently active secondary market
for the cover pool assets does not exist to enable the covered bond program to raise funds
against its assets the maximum uplift is two notches.



12 / Covered Bond & SSA View // 27 August 2025 NORD/LB

Deduction of notches for liquidity risks and voluntary overcollateralisation

The form of commitment to maintaining overcollateralisation plays an important role.
Overcollateralisation which is maintained purely voluntarily attracts a basic deduction of
one notch. A public statement also leads to a deduction by one notch if the support in the
jurisdiction in question is merely rated as ,,weak”, but not when the legislation-enabled
program is supported by a robust legal framework that establishes minimum levels of
overcollateralization and eligibility criteria that allow only high-quality assets in the cover
pool. A further deduction of one notch can be applied if there is no committed liquidity
coverage of at least six months. Such a coverage can consist of liquidity lines or structural
measures (e.g. soft bullet or CPT).

Consideration of other factors

The last step combines the previous results and further factors are taken into account in
order to determine the final covered bond rating. These mainly include counterparty (sim-
plified and part of the covered bond criteria) and country risks. As regards the country risk
(for programmes with assets from just one jurisdiction), unlike in the case of other agen-
cies, there is no general country ceiling; instead a notching above the foreign currency
rating of the respective state is carried out, which is dependent on the sensitivity of the
cover assets to the sovereign default. If this risk is rated as , high”, then a maximum uplift
of two notches is possible. If the risk is rated as “moderate”, then the maximum uplift is
four notches, while “Low” can be up to six notches, if additional criteria are met (e.g. there
cannot be any refinance risk). Covered bonds with a refinancing risk arising from sovereign
default risks which cannot be fully mitigated are subject to a specific restriction. In this
case, the maximum uplift which can be assigned is five notches, whereby a further distinc-
tion is made between issuers from inside and outside a monetary union.

Total uplift of up to nine notches possible
Overall therefore, the new S&P methodology allows a maximum uplift of nine notches
above the RRL starting point. In order to achieve this, the four criteria must be met as a
minimum:
i) systemic support must be rated as “very strong”
ii) overcollateralisation must completely cover credit risks in the AAA scenario
and all refinancing risks
iii) 180 days liquidity need must be covered (could also be by ex. maturity exten-
sions)
iv) overcollateralisation will be contractually or legally comitted or there will be a
public commitment
In addition, the rating may not be limited by other factors such as country or counterparty
risks.
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Notching above starting point

Factor No. of notches

Reference rating level 0-2

+ Jurisdictional support 0-3
+ Credit enhancement 1-4
- Type of commitment 0-1
- Liquidity scheme 0-1

= Maximum CB rating

Source: S&P, NORD/LB Floor Research

De-linking only without ALMM risk

Contrary to the prescribed method, a covered bond rating can be completely decoupled
from the RRL, so that it can be calculated without a maximum rating uplift. However, for
this to happen, the covered bond programme must be protected structurally from an
ALMM and there must be a legal or contractual commitment to maintain overcollateralisa-
tion.

Holistic adjustment & outlooks

S&P may apply an adjustment of one notch in either direction to arrive at the final rating
on a covered bond, capturing a more holistic view of its creditworthiness. They assess the
potential for such an adjustment based on an analysis of the creditworthiness of a given
covered bond program compared to peers. S&P also assigns outlooks to all covered bond
ratings that are linked to the ICR on the issuer. These outlooks can be stable, positive, neg-
ative, or developing. Outlooks indicate their view about the potential for a rating change
and the direction of that change over the intermediate term.
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SSA/Public Issuers
Pension avalanche and municipal debt: Laender under pressure

Authors: Dr Norman Rudschuck, CIIA // Lukas-Finn Frese
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Pension obligations represent an increasing challenge for Laender finances

As part of our Issuer Guide — German Laender 2025, which is set for publication in the near
future, we take a look at the financial basis of the 16 sub-sovereigns each year. In this con-
text, two core issues have emerged that play a prominent role in influencing the budgetary
situation of the German Laender both now and into the future. In contrast to the pay-as-
you-go-financed pension system, which applies in the case of salaried employees, pension
expenditures for civil servants, judges and members of the armed forces forms part of per-
sonnel costs and is paid from the ongoing budget. In this context, the situation can be de-
scribed as more than tight across all levels: according to the (preliminary) 8th Remuneration
Report of the German federal government (Bund), pension expenditures related to the
direct federal domain is set to increase from EUR 6.8bn in 2023 to a projected value of
EUR 25.4bn by 2060. This development will see the federal budget come under considera-
ble strain. The main reasons for this are increasing life expectancy, the growing proportion
of the population in retirement and steadily rising average pension payments. Therefore, in
our opinion, the long-term sustainability of pension expenditures must be seriously ques-
tioned. In order to counteract this situation, Bund and Laender started to create pension
reserves in 1999 in line with §14a(1) of the Federal Civil Service Remuneration Act (BBesG).
As part of a process starting in 2017, these reserves are now being dissolved (in line with §7
of the Pension Reserves Act [VersRicklG]) across a time frame of 15 years in order to man-
age the highest expected level of charges (“pension avalanche”). These reserves may differ
regarding the investment types for the assets and in relation to the reserve policy. For ex-
ample, some Laender have already been setting aside payments to a pension reserve since
2003, while others use their pension funds concurrently as lenders for their own budgetary
purposes. While we consider this to be an example of a lack of provision, or a form of pre-
caution that is only sustainable to a limited extent, other Laender rely on the additional
creation of reserves through their own pension or retirement funds, extending above and
beyond the reserves required by law.

Pension and allowance expenses in 2024
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https://dserver.bundestag.de/btd/21/010/2101040.pdf
https://dserver.bundestag.de/btd/21/010/2101040.pdf
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Pension and allowance expenses represent major items of expenditure for many Laender

In comparison with 2015, the aggregated pension and allowance expenses of the Laender
have grown by +54.7% up to 2024. In the past budget year alone, a rise of +6.9% year on
year (previous year: +5.9% Y/Y) was posted. In total, the Laender spent a cumulative
amount of EUR 56.4bn on this budget item (2023: EUR 52.7bn) across the full year 2024,
corresponding to just under 10.7% of total expenditures. Accordingly, pension payments
accounted for practically an identical proportion of Laender budgets as capital expenditures
(10.9%). This budgetary strain is likely to continue to rise in the future, with the majority of
the boomer generation (born 1955-69) now starting to gradually draw their pensions.

Low(er) level of pension provisions in East Germany

At 14.1%, the share of pension provisions in relation to total expenditures was highest in
the Saarland last year. However, Rhineland-Palatinate, Lower Saxony and Baden-
Wuerttemberg also register values of at least 13% for this item. In addition, it is striking
that, over time, pension obligations in the East German Laender are accounting for a steadi-
ly rising proportion of the total expenses of these sub-sovereigns. Having stood at just 1.3%
in 2010, this share has now risen to 3.9% in 2024 (2023: 3.5%). Nevertheless, expenditure in
this regard remains well below the equivalent values that the West German Laender must
cover. In western non-city states, the share of pension payments in relation to total ex-
penditures has consistently fluctuated between 12% and 13%, although this ratio has in-
creased in each of the previous two years. Looking at pension provisions relative to the
number of inhabitants, the city states of Hamburg and Bremen have traditionally posted
the highest expenses in this regard. At EUR 1,139 per capita, the value in Hamburg, for ex-
ample, was nearly six times higher than that of Saxony (EUR 190). This relatively high ex-
penditure is justified by the function and structure of city states, which is reflected both in
above-average personnel costs and an elevated assumed number of inhabitants in the cal-
culation used under the current system of financial equalisation among the Laender.

Interim conclusion

For years, the pension liabilities of the Laender have represented substantial items of ex-
penditure. Especially in the west of Germany, this budget item significantly impairs budget
flexibility. Moving forwards, these charges are likely to continue rising. From our perspec-
tive, the eastern German Laender have a clear advantage in this respect, because the re-
sulting challenges are less severe, although it should be noted that this advantage is ex-
pected to fade slightly over the years, with further convergence of the proportion of pen-
sion payments in the budget to the west German level being anticipated. In the coming
years, we expect these payments to rise further. Consequently, we are of the opinion that
revenues will either need to be further increased, or expenditures cut, so that at least there
is no deterioration in budget balances. Given in particular that interest expenses have also
risen in the past few years, it seems likely that Laender budgets will continue to feel the
strain.
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Latest data set: municipalities post record deficit in 2024

In addition to the pension and allowance expenses, the municipal debt situation repre-
sents another major challenge for Laender budgets. Having generated surpluses between
2011 and 2022, German municipalities and municipal associations recorded a deficit in
2023, which amounted to EUR -6.6bn (core and extra budgets). According to official data
from the Federal Statistical Office, the deficit last year amounted to EUR -24.8bn. This rep-
resents the highest municipal financing deficit since German reunification in 1990. Adjust-
ed expenses in the core budget rose sharply again in 2024 by +8.8% year on year to
EUR 362.7bn. Social expenses were the primary driving force on the expenditure side and
rose by +11.7% Y/Y to EUR 84.5bn. The reason behind this growth was the increased
standard rates for citizen’s income (Birgergeld) and social assistance. The core budgets
were also burdened by personnel expenses, which rose by +8.9% Y/Y to EUR 88.1bn mainly
on account of collective bargaining agreements and staffing increases. Current non-
personnel expenses also rose by +7.7% Y/Y, while investments in tangible assets grew by
+6.4% Y/Y. The additional rise in interest expenditures of +32.1% Y/Y (2023: +37.4% Y/Y)
can be explained by higher interest rates, although it should be noted in this context that
the ECB has been significantly cutting key rates since June 2024. At EUR 376.1bn, adjusted
revenues of municipal budgets in 2024 were up by +7.6% on the previous year. However,
this was not sufficient to offset the increase in expenditures. In 2024, tax receipts amount-
ed to EUR 132.1bn, reflecting growth of just +1.5% versus 2023, with local business tax
revenues also rising by +0.3% Y/Y. Regarding the municipal debt level, 2024 saw the fifth
increase in succession: liabilities rose by +8.4% Y/Y to EUR 277.7bn overall, which account-
ed for 60.5% of adjusted revenues. This value was therefore well below the average debt
level of the Laender, which amounts to 110.0% of adjusted revenues. The sharpest growth
in debt levels versus 2023 in percentage terms was recorded by the municipalities and
municipal associations in Lower Saxony and Mecklenburg-Western Pomerania (+14.2% in
each case), followed by North Rhine-Westphalia (+12.3%) and Bavaria (+12.2%). In terms
of the sharpest percentage declines in debt, Rhineland-Palatinate (-22.2%) and Thuringia
(-2.8%) lead the way.

Debt level in the non-public sector Overall municipal debt level
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Significant rise in Laender investment loan volumes

Investment loans traditionally account for a significant portion of municipal debt. These
are backed by direct assets, whereby in an ideal world the interest expenses are covered
by the return on investments. In 2024, investment loans ultimately rose by +10.8% Y/Y to
EUR 140.2bn (2023: EUR 126.5bn). The respective shares of investment loans in total mu-
nicipal debt differed significantly between the individual Laender. At 77.8%, the highest
share of investment loans in overall municipal debt is attributable to municipalities in
Schleswig-Holstein, while Baden-Wuerttemberg has the lowest value in this regard at
47.4%. In our view, one positive aspect to highlight is that the share of investment loans in
total debt has risen in nine of 13 non-city states. The sharpest growth was recorded by
Rhineland-Palatinate, whose share increased by +20.9 percentage points. Meanwhile, the
Laender average amounts to 61.6%.

Kassenkredite debt rises for the first time since 2014

Kassenkredite were originally intended to cover short-term cash flow problems that can
arise from timing mismatches in revenue and expenditure flows. For instance, if higher
personnel costs are incurred at the start of a calendar year, while regular tax revenue has
not yet been received, Kassenkredite can be used to bridge this time gap. Since the turn of
the millennium, however, the volume of Kassenkredite has increased sevenfold across
Germany. At the highpoint as at year-end 2014, for example, around 26% (roughly
EUR 48bn) of total municipal debt was attributable to Kassenkredite. We can therefore say
that these loans were no longer being (exclusively) used for bridging short-term liquidity
difficulties. Back in 1995, this figure came in at just 3.1%. A higher proportion of Kas-
senkredite liabilities brings with it an increased risk of changes to the interest rate envi-
ronment. As a result, we take a negative view of a high level of Kassenkredite debt. Last
year, the volume of Kassenkredite debt attributable to municipalities and municipal asso-
ciations amounted to EUR 30.3bn, corresponding to 13.3% of total debt. This came on the
back of nine consecutive years in which the aggregated Kassenkredite debt amount had
been reduced. A geographical analysis also reveals that the West German Laender have
significantly higher Kassenkredite debts than their eastern German counterparts. North
Rhine-Westphalia, Germany’s most populous federal state, is primarily responsible for this
situation, accounting for Kassenkredite in the amount of EUR 20.8bn in 2024.
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2024: Kassenkredite volumes on the rise in nine of 13 non-city states

A breakdown by federal state of the Kassenkredite burden on municipalities and municipal
associations reveals a highly varied picture: the share of Kassenkredite in the total debt
level of municipalities ranges from 1.3% in Hesse to 30.9% in Saxony-Anhalt. In nine
Laender, the share was below 10% in the previous year. In comparison with 2023, just four
sub-sovereigns were able to reduce their Kassenkredite debt levels (Brandenburg, Rhine-
land-Palatinate, Saarland and Saxony). In 2023, nine of the non-city states actually managed
to achieve a reduction. The extent of the increase in Kassenkredite also varied across the
individual sub-sovereigns to a significant extent. The strongest growth in Kassenkredite
debt versus 2023 in percentage terms was recorded by the municipalities and municipal
associations in Hesse (+232.2%), followed by Schleswig-Holstein (+212.2%) and Bavaria
(+84.5%). Although these are exceptionally high values, it should be noted that the absolute
level of Kassenkredite liabilities is under EUR 1bn in each of these three Laender. The
sharpest percentage declines were recorded by municipalities in Rhineland-Palatinate
(-50.6%) and Saarland (-17.0%). Overall, the share of Kassenkredite in total municipal debt
stood at 13.3% last year. While the absolute level did rise, at least the relative share in ag-
gregated liabilities declined again (2023: 13.4%; 2022: 14.9%).

Growing challenges, growing debt?

Municipal budgets are also confronted by a variety of challenges at present: with interest
rates having been at a high level in both of the previous two calendar years, refinancing
costs also became more expensive, which in turn placed budgets under strain. Although the
ECB did start to successively reduce interest rates from June 2024 onwards, interest ex-
penses have remained persistently high. While the interest rate peak is now firmly in the
rear-view mirror, municipalities must continue to pay increased attention to credit costs in
relation to their financial planning. In addition, impacts from regulatory changes have in the
past been felt in relation to municipal financing. In the context of Basel Ill introducing the
leverage ratio, municipal financing became increasingly unattractive for privately organised
credit institutions. The key indicator stipulates a minimum ratio of regulatory capital to the
exposure of a bank, in which the risk of the exposure is irrelevant. Low-margin segments,
and this includes municipal financing, have already experienced a decline in credit offerings
from private banks. Moreover, the banking crisis already precipitated a shift within the
market for municipal finance: specifically, regional promotional banks have for years been
experiencing significant growth in this respect. In North Rhine-Westphalia, the municipal
lending business of NRW.BANK has posted strong growth over recent years. After a new
peak value of EUR 7.6bn was registered in 2020 (EUR 3.7bn for municipal financing),
NRW.BANK generated a volume of new financing commitments of EUR 4.4bn (-42%) in the
business area of Municipalities/Infrastructure in 2021. The reason for this was falling de-
mand for COVID-19 aid. In 2024, the volume of new commitments fell by around -12% Y/Y
to EUR 4.3bn. The reason for this restrained take-up was the high EU reference interest
rate. This led to a situation in which aid-free conditions, for example under the
NRW.BANK.Infrastruktur funding programme, were less attractive than alternative financ-
ing terms available on the market. The promotional funding programme for educational
infrastructure in NRW developed positively in 2024: the funding volume increased by
+21.3% Y/Y to approximately EUR 487.3m (2023: EUR 401.8m). In the area of local public
transport, a total of EUR 489.4m was paid out, more than double the level recorded in the
previous year (2023: EUR 171.3m).



https://www.nrwbank.de/de/foerderung/foerderprodukte/15197/nrwbank-infrastruktur.html
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Conclusion and outlook

From our point of view, the projected increase in pension obligations and performance of
municipal finances represent two key challenges for Laender finances. On account of the
ongoing demographic change in Germany, it can be expected that pension provisions will
continue to represent significant items in Laender budgets. Politicians, who have been
guilty of studiously avoiding the issue for decades, obviously have a responsibility here. It is
a situation that is likely to markedly impede budget flexibility, particularly in the West
German Laender. Due to their population structure, the East German Laender have an ad-
vantage in this context. However, we also anticipate that the proportion of pension pay-
ments in the overall budget will continue to converge with the western German level mov-
ing forwards. We do not consider an approach that seeks to alleviate the symptoms by
generating financing through tax revenues to be a sustainable solution to the problem ei-
ther. At this point, structural reforms are necessary to ease the burden of the impending
“pension avalanche” on public budgets and, as a result, ultimately on the taxpayer too.
Other nations such as Canada could serve as something of a role model in this context. The
financial strains for the Laender are also being exacerbated by the municipal budget situa-
tion. Last year, the municipalities and municipal associations in Germany registered a rec-
ord deficit of EUR -24.8bn, which represents the highest municipal financing deficit since
German reunification. For the first time since 2014, there was renewed growth in Kassen-
kredite debt. The volume of which came in at EUR 30.3bn, which corresponds to 13.3% of
total debt. Several Laender have already implemented bailout funds with the aim of easing
the burden on their municipalities. In our view, these programmes are a commendable
attempt at fighting fires, although they are too short-lived to properly eliminate structural
deficits. In this context, municipalities will hardly have any additional scope to assume new
responsibilities in the foreseeable future, although there is an urgent need for them to
address transformation challenges in their local area. Looking to the future, there are still
numerous crucial, unresolved question marks. In this sense, it can be expected that munic-
ipal debt levels will continue to rise for the foreseeable future and that some municipalities
may occasionally encounter financial difficulties. A significantly more difficult budgetary
situation at municipal level indirectly impacts the budgetary situation of the respective
Laender. For further information and details on the core challenges confronting Laender
finances, please refer to our upcoming Issuer Guide — German Laender 2025, which is set
for publication in the near future.
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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 overview?
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Charts & Figures
SSA/Public Issuers
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France (by risk weight)

Germany (by segments)
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Charts & Figures
ECB tracker

Asset Purchase Programme (APP)
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Charts & Figures
Cross Asset

ECB key interest rates
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Appendix
Overview of latest Covered Bond & SSA View editions

Publication Topics
28/2025 ¢ 20 August ®  Transparency requirements §28 PfandBG Q2/2025
" Teaser: Issuer Guide — Spanish Agencies 2025
27/2025 ¢ 13 August ®  Covereds — Relative value analysis: a stocktake of the situation
®  SSA review: EUR-ESG benchmarks in H1/2025
26/2025 ¢ 06 August ®  Repayment structures on the covered bond market: an update
" Teaser: Issuer Guide — German Agencies 2025
25/2025 ¢ 09 July " The covered bond universe of Moody’s: an overview
®  Spotlight on the EU as a mega issuer
24/2025 ¢ 02 Jul "  Covereds: Half-year review and outlook for second half of 2025
B SSA half-year review 2025 and outlook
23/2025 ¢ 25 June "  The ratings approach of Scope
®  (Classification of Supranationals and Agencies under Solvency Il
22/2025 ¢ 18 June "  The UK covered bond market
®  Stability Council convenes for 31st meeting
21/2025 ¢ 11 June "  Moody’s: rating approach Covered Bonds
" Teaser: Issuer Guide — Austrian Agencies 2025
20/2025 ¢ 28 May . Cross Asset // Teaser: ESG update 2025 — Focus on greenium and socium+
19/2025 ¢ 21 May "  Development of the German property market (vdp index)
" Teaser: Issuer Guide — Nordic Agencies 2025
18/2025 ¢ 14 May "  Transparency requirements §28 PfandBG Q1/2025
" Current LCR classification for our SSA coverage
17/2025 ¢ 07 May ®  Fitch: rating approach covered bonds

®  (Credit authorisations of the German Laender for 2025

16/2025 ¢ 30 April ®  Special report on LCR classification and risk weights: a (regulatory) look at the EUR benchmark segment

" Teaser: Issuer Guide — Dutch Agencies 2025
15/2025 ¢ 16 April ®  Cross Asset: Relative value — What is the state of play?

14/2025 ¢ 09 April ®  The covered bond universe of Moody’s: an overview
B SSAreview: EUR-ESG benchmarks in Q1/2025

13/2025 ¢ 02 April ®  Review of the first quarter in the covered bond segment
= Areview of Q1/2025 in the SSA segment

12/2025 ¢ 26 March "  Alook at the Danish covered bond market
"  Teaser: Issuer Guide — Non-European Supras (MDBs) 2025

11/2025 ¢ 19 March =  Eligibility of covered bonds for repo transactions

®  Current risk weight of supranationals & agencies

10/2025 ¢ 12 March ®  Covereds vs. sovereign bonds: A question of attractiveness
"  NGEU: Green Bond Dashboard

NORD/LB: NORD/LB: NORD/LB: Bloomberg:
Floor Research Covered Bond Research SSA/Public Issuers Research Weekly: DS NDB <GO>



https://www.nordlb.com/my-nord/lb-portals/download/research-document-13551?cHash=3cf3c3f4261312190842f7d554b56423
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13535?cHash=4e2989d82a5cb58ce163b2d9c10a21c3
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13522?cHash=01afbdde442241ac1a4b9f7f165f48c6
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13464?cHash=7558f862eb4608b14eaae5342fa6c95a
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13451?cHash=5c557edf6e4dc2a0c1099bfb6256a494
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13434?cHash=180993c3ed597043896fba876ccd69b1
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13422?cHash=2997eae8d230140615fef56b6c59e0dc
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13404?cHash=2415ac393537966fbcdd554790b805a7
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13369?cHash=09b11fc75a64261c3fbdac2edb415897
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13351?cHash=9784bfeb3c6d07a070a9803ce75625ad
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13336?cHash=379e17751a8cf44e2f0eed64763396d5
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13296?cHash=40314143de03500ff2c0e02d82323db7
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13296?cHash=40314143de03500ff2c0e02d82323db7
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13271?cHash=033627ac4b24e79a5ce653e097fb30e1
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13253?cHash=bc4dc500aa7d6805b55e1d97ba3edfd2
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13239?cHash=19228d5c6af975d19a7438481186517c
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13221?cHash=990084cf6665624979d97f9d52017def
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13205?cHash=6b4c26e3e5521583010a9d664ba414bd
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13174?cHash=0074b83fabc5a9f4ad32b1061c5322fc
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/ds%20ndb%20%22Bond%20&%20SSA%22%20in%20headlines
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Appendix
Publication overview

Covered Bonds:
Issuer Guide — Covered Bonds 2024

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

Transparency requirements §28 PfandBG Q2/2025 (quarterly update)

NORD/LB

Transparency requirements §28 PfandBG Q2/2025 Sparkassen (quarterly update)

Covered bonds as eligible collateral for central banks

SSA/Public Issuers:
Issuer Guide — German Laender 2024

Issuer Guide — Canadian Provinces & Territories 2024

Issuer Guide — Down Under 2024

Issuer Guide — European Supranationals 2024

Issuer Guide — Non-European Supranationals (MDBs) 2025

Issuer Guide — German Agencies 2025

Issuer Guide — French Agencies 2024

Issuer Guide — Nordic Agencies 2025

Issuer Guide — Dutch Agencies 2025

Issuer Guide — Austrian Agencies 2025

Beyond Bundeslaender: Belgium

Beyond Bundeslaender: Greater Paris (IDF/VDP)

Beyond Bundeslaender: Spanish regions

Fixed Income Specials:
ESG-Update 2025

Summer break: Just a deep breath or ECB running out of steam?

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

Bloomberg:
Weekly: DS NDB <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-13288?cHash=6e3bd3237dee7f1f1f0d29e6d72c324b
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13546?cHash=5b2ed358107d1bdd4ec5f282bd19d883
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13548?cHash=b83df2f07588d8577e4cd2d5bec4eb07
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13201?cHash=011600c2504c1bb3d3cd20f83b9c63c3
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-12417?cHash=69a3bfc9a23e6dce8d2112b0e3ef4ce4
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12984?cHash=2148ee57d18b579a8e7184f9be2349d3
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-13234?cHash=8675183a8ca49f167c79e8ea512d7ed4
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13526?cHash=701f25f8cf23e12cb432ae895e082d31
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13011?cHash=3ccf46fdd00835fd5ceb6c78e4c2a4f9
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13359?cHash=1a717d9e7f69a0ddea0d7c116cbd9b2b
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13408?cHash=ca3c7d3e95bbe7b41b789f0386d2d60c
https://www.nordlb.com/my-nord/lb-portals/download/research-document-12654?cHash=a100db8550ebe39a267683bbde23eeac
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13023?cHash=da3dbfeb45aba1e6b44db51a97141266
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-13394?cHash=660929199db8998422c99ae4b7c68dde
https://www.nordlb.com/my-nord/lb-portals/download/research-document-13490?cHash=fb3a731c5cd15542f603778b9d2c3beb
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/ds%20ndb%20%22Bond%20&%20SSA%22%20in%20headlines

33 / Covered Bond & SSA View // 27 August 2025 NORD/I-B

Appendix
Contacts at NORD/LB

Floor Research

Dr Norman Rudschuck, CIIA
Head of Desk

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

Lukas-Finn Frese
SSA/Public Issuers

Lukas Kiihne
Covered Bonds/Banks

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

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

Tobias Cordes, CIIA
SSA/Public Issuers

Alexander Grenner

Covered Bonds/Banks

+49 157 851 65070
alexander.grenner@nordlb.de

+49 162 760 6673
tobias.cordes@nordlb.de

s

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

;’;en‘lg:n‘:re“ni EEL"‘;‘:‘SMF’ +352 452211-515 Lander/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

Liquidity Management/Repos +49 511 9818-9620 Institutionelle Kunden rm-vs@nordlb.de

+49 511 9818-9650
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/
http://www.dsgv.de/sicherungssystem
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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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