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Market overview
Covered Bonds

Authors: Dr Frederik Kunze // Henning Walten, CIIA

Primary market: after the ECB meeting

It appears that issuers in the EUR benchmark segment for covered bonds exercised re-
straint ahead of and around last week's interest rate decision at the regular meeting of the
ECB Governing Council. Consequently, there were no new issues until trading opened yes-
terday. However, we would be more inclined to see an explanation for the temporary
pause on the part of issuers in the context of general market conditions than look for a
direct connection with the ECB's comments on the covered bond market. The ECB's deci-
sion makers left the most relevant factors for the sub-market which we analyse in this pub-
lication untouched. TLTRO Il conditions, the purchase programmes (PEPP/APP) and even
the tiering multiplier were therefore left unchanged. In any case, covered bonds play a
fairly secondary role in the context of the PEPP. Under certain circumstances, however, in
the forecast, the announcement of the TLTRO IlI.7 allocation tomorrow (Thursday) could
still have some implications surrounding the ECB's monetary policy, since the allocation
could give some idea of funding behaviour in the banking sector. On the covered bond
primary market, Berlin Hyp yesterday (Tuesday) raised EUR 500m with its second EUR
benchmark placed in 2021. The bond, which featured a term to maturity of long six years,
went into the marketing phase having been issued on a “no grow” basis and tightened by
four basis points to ms -3bp against initial guidance. The order book amounted to EUR
1.3bn, and as such, the deal was almost three times oversubscribed. The issue yield was
well into negative territory at -0.252%. This is Berlin Hyp's seventh green Pfandbrief. The
second benchmark placement this week also came from the DACH (Germany, Austria and
Switzerland) region. BAWAG successfully placed its first issue this year, making it two deals
in this segment from Austria in the year to date. The mortgage-backed covered bond start-
ed the marketing phase in the area of ms +8bp — likewise as a no-grow issue. The final
reoffer spread was set four basis points lower at ms +4bp. This deal primarily went to in-
vestors based in Germany (53%) and Austria (25%), with additional shares heading in the
direction of Scandinavia (7%), France (6%), the UK (5%) and the Benelux states (4%). In
terms of investor type, banks dominated this transaction (59%), followed by central
banks/Ol (22%) and asset managers & pension funds (19%). The bond comes with a 20-
year maturity, making it not only the longest ever EUR benchmark bond placed by BAWAG,
but also the longest transaction from Austria in this segment. Until now, the total of nine
bonds from Austria with 15y terms represented the deals with the longest initial maturity
from this jurisdiction. Moreover, BAWAG was the third institution to bring a 20-year bond
to the market in the recent past, following on the coattails of deals from NN Bank and
BPCE. The final order book came to EUR 1bn, meaning that the deal has a bid-to-cover ratio
of 2. The new issue yield stood at +0.416%, which is slightly below that of the latest 20-year
BPCE deal (+0.433%) which also came to the market at +4bp.

Issuer Country  Timing ISIN Maturity Size Spread Rating ESG
Berlin Hyp DE 16.03. DEOOOBHYOGE9 6.8y 0.50bn  ms-3bp -/ Aaa/- X
BAWAG AT 16.03. XS$2320539765 20.0y 0.50bn  ms +4bp -/ Aaa/- -

Quelle: Bloomberg, NORD/LB Markets Strategy & Floor Research, (Rating: Fitch / Moody’s / S&P)
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Moody’s: sector study on Slovak covered bond market

The rating agency Moody’s recently published an extensive sector profile for covered
bonds issued under the Slovak legal framework in which it also comments on macroeco-
nomic conditions in the eastern European country. The analysis not only discusses the solid
conditions in relation to the sovereign rating (A2, stable), but also the robustness of the
property market in the context of the COVID-19 crisis. In this respect, however, it is also
worth noting that, as part of a differentiated analysis, Moody’s also sees challenges for
Slovakia's sovereign rating, arising among other things from certain institutional condi-
tions, the country's demographic profile and weaknesses in relation to innovation capacity.
This, however, is offset by strengths such as strong growth and the fact that incomes are
currently catching up with those in other EU countries, a moderate sovereign debt (as a
percentage of GDP), a stable financial market and low-risk profile for the domestic banking
market (Banking System Macro Profile: Strong). With reference to the Slovak legal frame-
work for placing covered bonds, moreover, Moody's underlines the fact that no major re-
quirements for changes have come out of the covered bond directive on the harmonisa-
tion of the European covered bond market. The country's legal framework (ranked 10th
out of the 20 covered bond frameworks evaluated and compared by Moody's) was already
adjusted in 2018 and significantly improved according to the rating experts — through ad-
justments to the OC requirements (minimum nominal OC of 5%) and the introduction of
maturity extensions, among other measures. Moody's analysts see the option to set off
credit balances and loans, which under certain circumstances could deprive the cover pool
from access to cover assets, as a risk factor for Slovak covered bonds, not least because the
deposit insurance required at European level (EUR 100,000) is not explicitly derived in the
form of a gross amount in Slovakia. Nevertheless, the concrete risk assessment for the
country's mortgage-backed programmes is clear from a look at the ratings of Slovak cov-
ered bonds. Issuers Prima Banka, Slovenska Sporitelna (SLOSPO) and Tatra Banka are as-
signed the top rating of Aaa, while Vseobecna Uverova Banka (VUB) is rated Aa2. Moody’s
therefore concludes that Slovakia is a covered bond market of the highest credit quality. In
addition, it seems that the country's covered bond market can also be regarded as a
growth market, while in terms of EUR benchmark bonds, the Slovakian market is dynamic.
The volume outstanding amounts to a total of EUR 2.5bn, which can, among other aspects,
be attributed to the inaugural issuances in 2019 from VUB in March (EUR 500m; VUBSK 0
1/4 03/26/24), SLOSPO in June (EUR 500m; SLOSPO 0 1/8 06/12/26) and Prima Banka in
September (EUR 500m; PKBSK 0.01 10/01/26). In contrast, only VUB was active in the mar-
ket in 2020 with a EUR 500m deal (VUBSK 0.01 06/23/25) placed in the EUR benchmark
segment. This year, we expect issues of around EUR 1.5bn, although no Slovak issuer has
been active in the EUR benchmark segment so far. The first sign of life from Slovakia in
2021 will come once again from VUB. The issuer has recently mandated a syndicate of
banks to place a EUR benchmark bond. The deal will be issued as a EUR 500m (no-grow)
bond with a maturity of five years. We estimate that Slovak bonds are likely to continue to
be fairly underrepresented in the CBPP3 and, bearing in mind a limited supply in 2020, a
number of factors suggest that the bond is likely to be in demand from the Eurosystem.
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Fitch Ratings quarterly report for APAC covered bonds: AAA (stable) across the board

The rating experts at Fitch have drawn attention to muted issuance activity in the jurisdic-
tions of Singapore, South Korea, New Zealand and Australia in the agency's most recent
issue of the APAC Covered Bond Quarterly. As regard ratings assigned by Fitch for covered
bonds in the APAC region, in summary they are all still AAA with stable outlook. On the risk
front, Fitch moreover highlights a low — and dwindling — proportion of loans in arrears or in
default in Australia and New Zealand. Muted issuance activity on the part of the relevant
institutions was also part of Fitch's assessment, although the report also outlined the like-
lihood of an increase in primary market activity. After all, the Australian central bank's
Term Funding Facility comes to an end in June 2021. In our current forecast for the EUR
benchmark segment in the APAC region, we expect placements amounting to EUR 2.0bn
from Australia and South Korea in 2021, while we originally expected slightly less primary
market activity for Singapore with a figure of EUR 1.5bn. New Zealand should once again
announce a modest issue volume for 2021 (EUR 0.5bn). In our view, Japan can currently be
seen as a growth market based on the current volume. We expect new issues amounting
to EUR 1.50bn for the jurisdiction, which does not have a covered bond rating from Fitch at
present.

Association of German Pfandbrief Banks presents minimum standards for "social Pfand-
briefe"

In March, the Association of German Pfandbrief Banks (vdp) presented new minimum
standards for the issuance of social Pfandbriefe. According to these standards, Social Bond
Principles (SBP) in force at the time of the issue and a Social Bond Framework (SBF) which
is also based on the SBP are of major importance for "social Pfandbriefe". The "suitable
assets" must provide a social added value, with the following categories listed as examples:
affordable basic infrastructure, access to essential services, affordable housing, creation of
jobs (incl. through SMEs and micro loans), food security and socioeconomic advancement
and empowerment. Financing directed towards specific target groups is also cited. The SBF
must also include both quantitative selection criteria and qualitative features. Similarly to
"green Pfandbriefe" a sufficient (social) cover pool must be maintained by the issuer for
"social Pfandbriefe", ruling out any multiple use of assets for funding purposes, which also
calls for a corresponding labelling of the assets. As usual in the case of green frameworks, a
Second Party Opinion (SPO) is also mandatory in the case of "social Pfandbriefe" along with
reporting requirements and an obligation to publish key documentation (SBF, external
review/verification/SPO, list of outstanding social Pfandbriefe, social bond reporting and,
where applicable, investor presentations). The total volume outstanding of social covered
bonds in the EUR benchmark segment in Germany amounts to EUR 1.0bn, split between
two bonds which were both issued by Deutsche Kreditbank. Worldwide, moreover, there is
an additional volume outstanding of EUR 6.5bn (9 deals), with issuers from South Korea (5
deals amounting to EUR 3bn), France (2; EUR 1bn), Spain (1; EUR 1bn) and Austria (1; EUR
0.5bn) represented here. In view of what we regard as fundamental growth potential, we
would definitely expect the vdp minimum standards to act as a catalyst for the German
market, since harmonised standards and guidelines make a welcome contribution to
transparency for potential investors in social Pfandbrief issues.



https://www.pfandbrief.de/site/en/vdp/press/News/press_releases/20200708_Exportwirtschaft1.html
https://www.pfandbrief.de/site/en/vdp/press/News/press_releases/20200708_Exportwirtschaft1.html
https://www.pfandbrief.de/site/en/vdp/agenda/sustainability/green-pfandbrief.html
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Moody’s on the advantages of an ESG debut by Credit Agricole Italia

After the covered bond debut issue in Italy's ESG segment, Moody’s risk experts have
commented on its impact on the issuer's (Credit Agricole Italia) credit quality. According to
Moody's, the bond, which was issued as green covered bond, will improve the issuer's
market-based funding and expand its investor base to include green investors and this
should generally have an impact on the cost front. Moody’s also draws attention to the
supporting aspect of green bonds in relation to the Italian bank's own ESG strategy. The
agency also sees green covered bonds as an important path towards energy efficiency ren-
ovations or for use in energy-efficient buildings in relation to the necessary transformation
process in ltaly focused on the country’s real estate sector. As we already noted in last
week's issue of our weekly publication, we also see the ESG debut from Italy as an im-
portant milestone and expect to see "copycats" both in Italy and in other jurisdictions.
After all, in our view, it is almost fair to make the blanket assertion for all benchmark juris-
dictions that high demand for ESG bonds coincides with heightened demand for energy
efficiency renovations or replacement investments.
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Market overview
SSA/Public Issuers

Author: Dr Norman Rudschuck, CIIA

Further details of our take on the ECB meeting

The European Central Bank's decisions came as a response to the yield increases seen over
the last few weeks. Hardly surprisingly, the interest rate on the main refinancing opera-
tions (0.00%), the rate on the deposit facility (-0.50%) and the rate on the marginal lending
facility (0.25%) were unchanged. There were no changes either in the total envelope or
minimum term of the Pandemic Emergency Purchase Programme (PEPP), in the APP pa-
rameters or the forward guidance. However, the Council did decide to increase the pace of
purchases under the PEPP significantly during the next quarter in relation to the first quar-
ter of this year. According to President Lagarde, a further rise in yields could pose the
threat of a premature tightening of financing conditions, which would have a negative
impact on the medium-term projected path of inflation. The ECB is putting its words into
action with a temporary increase in the pace of PEPP purchases. In the last few weeks,
various high-ranking ECB representatives — President Lagarde and Chief Economist Lane,
for example — have reacted to the increase in capital market yields with clearly dovish
comments. Front loading and the use of the highly flexible PEPP are by no means an ad-
justment of the fundamental direction of travel, as the ECB is clearly operating within its
legal guidelines. We have referred to this since 2015 as the programmes “breathing". Ac-
cordingly, there is no rush to reinvest maturities. Sufficient material is still being issued
because of the pandemic. Moreover, the ECB is still prepared to adjust all the instruments
at its disposal, if necessary. This would even explicitly include a further extension of the
PEPP. The ECB does not pursue explicit yield targets or any yield curve control. However,
according to our chief economist, the decision should be seen as a clear stop sign, after
which a further marked increase in yield would not be tolerated, at least at the moment.
Through its crisis measures, the ECB continues to support a sustainable approach to resolv-
ing the crisis and through the tool kit at its disposal the ECB continues to push against any
unintentional tightening of financing conditions. The ECB is looking beyond the largely
temporary increase in inflation in 2021 which is being caused by distortions and one-off
effects. The reaction in the markets is thought to indicate that the ECB's justification would
still be regarded as credible and therefore that the impact on the yield curve should re-
main high for the time being. However, an adverse inflation trend would test the balance
of power for a sustained period.

Environmentally friendly and sustainable business practices

In their business operations, German savings banks are supporting companies, individuals
and municipalities with suitable financial services on their respective path towards greater
sustainability and effective climate protection. To this end, dozens of savings banks have
signed a commitment, in which their understanding of sustainability focuses on responsi-
ble business practices, a public mandate and an entrepreneurial philosophy. Sustainability
management therefore includes targets and measures in retail banking, human resources,
business operations, financing, own investments and local sponsorships.


https://www.dsgv.de/en/social-commitment.html
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Issuer
THRGN
MADRID
BYLABO
EIB
CADES
WALLOO
WALLOO
NIESA
AGFRNC

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

EIB issues Climate Awareness Bond (CAB) aimed exclusively at the savings banks sector
The CAB deal issued by the EIB included in the table below (EUR 500m, ms -12bp; CAB) was
reserved for the savings banks sector. This was unusual, not least bearing in mind the fact
that the group of 194 institutions cannot yet be described as complete; it is directly con-
nected with the previous paragraph. The EIB already followed this approach at the end of
2018, and the proceeds from CABs will be used for the EIB's lending in relation to activities
which make a major contribution to climate protection, in accordance with EU legislation
on sustainable financing, currently being developed, including EU taxonomy for sustainable
activities.

Primary market

In other news, it was a busy week for the SSA segment: we calculate that benchmarks and
taps amounted to over EUR 11bn. The table shows the issues in chronological order, and
we shall cover the highlights here. From the point of view of maturity, it is worth mention-
ing the dual tranche issued by region of Wallonia, involving a 16-year EUR 700m tranche
and a 50-year EUR 500m tranche respectively. The books were significantly oversubscribed
at EUR 2.25bn and EUR 800m each. The spreads stood 31 and 35 basis points above the
corresponding Belgian reference bond (BGB). CADES concluded the biggest deal: an eight-
year social bond 15 basis points above the French reference bond. Still in France, Agence
Francaise de Développement issued a 15-year bond worth EUR 1.25bn, priced at 22 basis
points above comparable OATs. Before we turn back towards Germany, let us take a quick
look at Spain: MADRID issued a ten-year sustainability bond, raising EUR 1bn at around 12
basis points above the reference bond (SPGB). NIESA launched a five-year bond deal which
attracted an order book totalling EUR 2.8bn overall. The bond ultimately raised EUR 1bn at
ms -6bp, which was two basis points under the guidance (ms -4bp area). THRGN opted for
a ten-year bond — EUR 800m changed hands at ms -5bp which was also in line with the
guidance. We had already announced the BYLABO deal in view of the investor call: EUR
500m at ms flat in the form of a social bond. There was a good level of oversubscription;
ultimately, order books of EUR 660m led to a three-basis point tightening against the guid-
ance. Last week, we somehow managed to overlook one deal: a EUR 200m tap by RHIPAL.
EURDEV has now also got its pricing: EUR 300m for five years came in with a yield of 1.2%.
Apart from that, there are still four mandates outstanding: Flanders (FLEMSH, 25y), Saxo-
ny-Anhalt (SACHAN, 30y), the EU (RfP; SURE) and Mainz-based ISB (debut, 10y).

Country  Timing ISIN Maturity Size Spread Rating ESG
DE 16.03. DEOOOA3H25B4 10.0y 0.80bn ms -5bp AAA /- /- -
ES 16.03. ES00001010B7 10.1y 1.00bn ms +40bp -/-/A- X
DE 15.03. DEOOOA161RM9 15.0y 0.50bn ms flat -/Aaa/- X

SNAT 11.03. XS2314675997 9.7y 0.50bn ms-12bp  AAA/Aaa/AAA X
FR 10.03. FR0014002GI0 8.2y 5.00bn ms +2bp AA [/ Aa2 /- X
Other 10.03. BE0002779602 50.3y 0.50bn ms +93bp -/A2/- -
Other 10.03. BE0002778596 16.3y 0.70bn ms +32bp -/A2/- -
DE 10.03. DEOOOA3H2499 5.0y 1.00bn ms -6bp AAA /- /- -
FR 10.03. FR0014002GB5 15.2y 1.25bn ms +17bp AA/-/AA -
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Covered Bonds
Transparency requirements §28 PfandBG Q4/2020

Author: Henning Walten, CIIA

LIGA Bank joins group of issuers

NORD/LB

The Pfandbrief issuers belonging to the Association of German Pfandbrief Banks (vdp) have
just published the transparency reports on the composition of their cover pools in accord-
ance with §28 of the German Pfandbrief Act (PfandBG) for Q4/2020. LIGA Bank has joined
the group of issuers in the public sector Pfandbrief segment, although its contribution to
the outstanding volume is only marginal at EUR 25m. Our report “Transparency require-
ments §28 PfandBG Q4/2020” therefore continues to encompass cover pool data for 34
mortgage Pfandbrief issuers and, with immediate effect, 25 public sector Pfandbrief issu-

ers.

Trend in outstanding volume Trend in market share
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Total volume drops again by EUR 9.0bn

With outstanding Pfandbriefe amounting to EUR 357.1bn, the total volume has dropped
quarter-on-quarter for the second time in a row by EUR 9.0bn, after rising by around EUR
25bn between Q4 2019 and Q2 2020. Volumes were down in all three sub-segments
(mortgage Pfandbriefe, public sector Pfandbriefe and ship Pfandbriefe). While the two
most important sub-markets declined by 1.7% (mortgage Pfandbriefe) and 3.8% (public
sector Pfandbriefe) respectively, the fall in the niche segment for ship Pfandbriefe was as
high as 12.5%. In absolute terms, the market for mortgage Pfandbriefe fell by EUR 4.0bn,
for public sector Pfandbriefe by EUR 4.8bn and for ship Pfandbriefe by EUR 317m. The re-
spective market shares remain virtually unchanged following the downturn. Most of the
market is still attributable to mortgage Pfandbriefe, which make up 65.3% of the outstand-
ing bonds, while public sector Pfandbriefe account for 34.1%. With a share of 0.6%, ship

Pfandbriefe remain a niche segment.


https://www.nordlb.com/nordlb/research-floor-research/download/c1aa2b9a94c9cd37ccda0337b8c35c68af65cb9e5b84ab57a8f39ed1bcf23651/link/
https://www.nordlb.com/nordlb/research-floor-research/download/c1aa2b9a94c9cd37ccda0337b8c35c68af65cb9e5b84ab57a8f39ed1bcf23651/link/
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Trend — mortgage Pfandbriefe
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Trend — public sector Pfandbriefe
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Mortgage Pfandbriefe down by EUR 4.0bn

The volume of outstanding Pfandbriefe in the mortgage Pfandbrief segment was down by
EUR 4.0bn in Q4 2020. At EUR 1.5bn, the biggest decrease was recorded by Helaba, fol-
lowed by LBBW (EUR -1.2bn), Commerzbank (EUR -685m) and UniCredit Bank
(EUR -562m). A decline of over EUR 500m was also posted in the mortgage Pfandbrief vol-
ume of Berlin Hyp. Only DZ HYP (EUR +580m) and Bausparkasse Schwabisch Hall (EUR
+500m) recorded significant increases. Just under the EUR 500m mark was Wistenrot
Bausparkasse with growth of EUR 465m. As at the end of the quarter, the overall volume
of outstanding mortgage Pfandbriefe stood at EUR 233.1bn, which is offset by cover assets
amounting to EUR 314.4bn (increase of +0.3%), producing an average overcollateralisation
ratio of 34.9% (previous quarter: 32.2%).

Volume also declines in public sector Pfandbrief segment

Just like the volume of mortgage Pfandbriefe, the volume of public sector Pfandbriefe also
declined in the past quarter. The drop in outstanding public sector Pfandbriefe of EUR
4.8bn equates to a decrease of 3.8%. It is notable here that after SaarLB became the only
issuer to post an increase in Q3 2020, no public sector Pfandbrief issuer recorded a rise in
its outstanding volume in Q4 2020. Several issuers, however, reported a decrease of over
EUR 500m; LBBW (EUR 870m), Helaba (EUR 698m,) pbb (EUR 677m) and DZ HYP (EUR
503m). The outstanding volume of public sector Pfandbriefe at Hamburg Commercial Bank
(EUR 461m), UniCredit Bank (EUR 344m) and BayernLB (EUR 312m) also declined signifi-
cantly. Overall, the outstanding volume of public sector Pfandbriefe amounted to EUR
121.7bn as of the end of Q4 2020. This volume was countered by cover assets of EUR
155.5bn, pushing up the average overcollateralisation ratio up to 27.7% (previous quarter:
23.9%).

Ship Pfandbriefe remain a niche product

With a volume of EUR 2.2bn, the ship Pfandbrief segment remains a niche market within
the covered bond market in Germany. Currently there are only three banks with outstand-
ing ship Pfandbriefe and these are Commerzbank, Hamburg Commercial Bank and
NORD/LB.
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Little change in the top-10

There are a few changes in the rankings for the ten largest mortgage Pfandbrief issuers
versus the third quarter. While the top four issuers remain unchanged, Deutsche Pfand-
briefbank and Berlin Hyp have swapped places 5 and 6. The same is also true of Helaba and
Deutsche Bank as well as Aareal Bank and LBBW in the remaining spots. At 23.9%, a larger
share of the volume is attributable to the remaining issuers than in Q3 (23.5%). In contrast,
there was far less movement in the public sector Pfandbrief segment, with only UniCredit
Bank and Deka swapping round in places 9 and 10. This switch had already taken place in
the opposite direction at the end of the previous quarter. The market shares attributable
to the 15 public sector Pfandbrief issuers not included in the top-10 dropped marginally
from 9.8% to 9.4%, which means a slightly higher market concentration for the biggest
issuers. On the whole, market share volatility has been low in both segments in recent
quarters.

Market share — mortgage Pfandbriefe Market share — public sector Pfandbriefe
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Conclusion

The total volume of outstanding Pfandbriefe dropped by EUR 9.0bn for the second time in
a row in Q4 2020. While a handful of issuers increased the outstanding volume of mort-
gage Pfandbriefe, the volume of public sector Pfandbriefe did not rise at any of the issuers
in our analysis. However, the overall volume of Pfandbriefe increased in 2020 by around
EUR 7bn. In our opinion, this was partly and in particular as a result of increased issuance
of retained covered bonds, since these can be used as collateral in the context of ECB li-
quidity operations. Further information on the German Pfandbrief market can be found in
our current report “Transparency requirements §28 PfandBG Q4/2020”.



https://www.nordlb.com/nordlb/research-floor-research/download/c1aa2b9a94c9cd37ccda0337b8c35c68af65cb9e5b84ab57a8f39ed1bcf23651/link/
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Credit authorisations for German Bundeslaender in 2021

Author: Dr Norman Rudschuck, CIIA

(Gross) Credit authorisations remain high at around EUR 118.5bn

As a result of the coronavirus crisis, the German Bundeslaender concluded their credit
planning for the current year unexpectedly late in mid-March. Figures for the credit au-
thorisations of all the Bundeslaender are therefore now available for 2021. The figures, the
gross numbers for which can be viewed in the broadest sense as funding targets, provide a
comparatively good indicator of how active these Bundeslaender are likely to be in the
capital markets this year. The planning also includes SSD deals and private placements. The
gross figure aggregated across all Bundeslaender stands at just over EUR 118.5bn, which
corresponds to a decline versus the previous year’s figure, which was distorted by corona-
virus (2020: EUR 154.4bn). In the years before the pandemic, credit authorisations were
even lower at EUR 70.3bn (2020; pre-coronavirus and as a result of the debt brake) and
EUR 66.8bn (2019). Until March 2020, the movement in these figures clearly reflected the
growing focus on budget consolidation at Bundeslaender level. Now, none of the Bun-
deslaender finance ministries are forecasting a balanced, let alone positive, Laender budg-
et until 2022 at the earliest, as this is when the debt brake comes into force again. Most of
the Bundeslaender want to slightly reduce the debt mountain in absolute terms. The year
2020 was dominated by several supplementary budgets, sometimes two per Bundesland,
although the hope is that 2021 should be quieter on this front since the planning basis at
the end of Q1 differs from that at the end of 2020 in anticipation of the current year.

German Bundeslaender credit authorisations 2021 (in EURbn)*

Net Gross
Baden-Wuerttemberg 2.50 21.39
Bavaria 10.60 11.96
Berlin 0.00 6.61
Brandenburg 1.91 3.72
Bremen 1.18 2.79
Hamburg 2.39 4.57
Hesse 2.85 8.04
Mecklenburg-Western Pomerania 2.15 3.20
Lower Saxony 1.12 7.64
North Rhine-Westphalia 13.80 29.20
Rhineland-Palatinate 1.27 7.88
Saarland 0.50 2.20
Saxony 2.00 2.80
Saxony-Anhalt -0.10 1.75
Schleswig-Holstein 0.55 3.78
Thuringia -0.07 1.00
Total 42.65 118.53

Source: Bloomberg, NORD/LB Markets Strategy & Floor Research
*Some figures may be rounded or preliminary figures
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Budget consolidation not back in focus until 2022

Developments up to and since 2020 are diametrically opposed. On the one hand, it has
taken huge efforts on the part of the Bundeslaender to maintain economic conditions as
much as possible in the face of the pandemic. On the other, the debt brake in force at
Bundeslaender level since 2020 calls for (even) greater budgetary discipline. Some Bun-
deslaender had been managing without any new borrowing on a sustained basis before
the debt brake officially started, and their development has now been set back. This has
led to downgrades for Baden-Wiirttemberg and Saxony-Anhalt, among others, as well as
to changes in the rating outlook to “negative” for others. At the moment, net borrowing is
only in negative territory for two Bundeslaender, which has positive implications, namely a
reduction in debt, for Saxony-Anhalt and Thuringia. According to the table above, only
Berlin is forecasting a balanced Laender budget, and therefore a net borrowing authorisa-
tion of zero, for the current year.

Credit authorisations of German Bundeslaender over time
A

T Y-
1
B0 b oo

L T - .- o} ,

EURbn

20 --f- - Wl

15 +--Q--- - - ARl

10+ M-V

Source: Bloomberg, NORD/LB Markets Strategy & Floor Research

BW = BADWUR, BY = BAYERN, BE = BERGER, BB = BRABUR, HB = BREMEN, HH = HAMBRG, HE = HESSEN, MV = MECVOR,
NI = NIESA, NW = NRW, RP = RHIPAL, SL = SAARLD, SN = SAXONY, ST = SACHAN, SH = SCHHOL, TH = THRGN.

*Some figures may be rounded or preliminary figures

Shifts in funding requirements

The highest gross figure by far is reported once again by NRW at EUR 29.2bn. We can
therefore expect NRW to make a frequent appearance in the primary market, as various
deals have already shown. However, the volume of bonds maturing here is quite a bit low-
er than in previous years, which means an additional volume of up to EUR 13.8bn is likely
in net terms. BADWUR also has a high funding requirement and has published a gross bor-
rowing authorisation of around EUR 21.4bn, which is also due to bonds maturing. Third
place in this category usually goes to Lower Saxony (NIESA), but in 2021 is set to go to Ba-
varia (EUR 12.0bn) instead. According to the table, with a volume of EUR 7.6bn, NIESA
comes just after HESSEN (EUR 8.0bn) and RHIPAL (EUR 7.9bn). In net terms, the very low
volume of bonds maturing puts Bavaria in second place with a figure of EUR 10.6bn. To-
gether with NRW, these two economic heavyweights account for over 50% (EUR 24.4bn)
of the net credit authorisations amounting to EUR 42.7bn.
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Substantial new supply volume meets increased Eurosystem demand

The new supply volume is therefore substantial, especially as we do not assume there will
a notable shift in the funding instruments used (away from cash facilities, SSD or private
placements in favour of Bundeslaender bonds). At the moment, this increased supply is
also meeting considerable demand, due primarily to the monthly securities purchasing
carried out by the Eurosystem (EUR 20bn per month for QE under the APP (until shortly
before a rise in key interest rates) and PEPP with a total of EUR 1,850bn until the end of
March 2022). The Eurosystem will therefore also have considerable demand for regional
bonds for an undetermined period of time. Reinvestments have been flowing into regional
bonds for a long time already, and the increased central bank demand, coupled with the
above supply, should mean that notable spread widening will not be an issue. Spread
tightening will not really be on the radar either and we are therefore forecasting a side-
ways movement for 2021.

Spread trend for selected Spread trend for selected
Bundeslaender bonds (ASW) — 5Y Bundeslaender bonds (ASW) — 10Y
10 - 10 -
0 —
o-10 - o
o -]
£-20 - £
®-30 - ®-30 -
g o
8-40 - a-40
2-50 - 2-50 -
< .60 - <60
-70 - -70 -
no8888805888823 songegnnnEERaaR
S8 3885833538533 S 8835883353885 3838335 383
—German_Laender Bunds —German_Laender Bunds

Source:

Bloomberg, Eurostat, NORD/LB Markets Strategy & Floor Research

Commentary and conclusion

There has been a downwards trend in net and gross credit authorisations in recent years
and this had stabilised, or would have stabilised, at around EUR 70bn in 2020 before the
coronavirus crisis. According to initial estimates and aggregated across all Bundeslaender,
net credit authorisations were negative for the third time in succession, which would have
equated to a reduction in total debt. As we all know, this was not to be. The data for the
current year is finally out: EUR 118.5bn in gross credit authorisations for the 16 German
Bundeslaender in 2021, compared with EUR 154.4bn last year, a figure that was revised
several times. From a capital market perspective, this means that a high level of supply will
meet a very high level of demand. First and foremost here is the Eurosystem, which may
only operate in the secondary market. But many deals in the primary market are also sig-
nificantly oversubscribed. Overall, the impact on spreads in this segment should be (very)
modest for the time being. We therefore expect sideways movement for 2021.

Beyond Bundeslaender

On 25 March (15.00h-17.00h) we will be holding our next digital capital market conference
“Beyond Bundeslaender — sub-sovereigns outside Germany”. Please contact us at
markets@nordlb.de for login details.
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ECB tracker

Asset Purchase Programme (APP)

Holdings (in EURm)
ABSPP CBPP3
Jan-21 28,545 287,619
Feb-21 28,762 289,158
A +217 +1,539
Portfolio structure
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Monthly net purchases (in EURm)
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Mar-20
APP 51,142
PSPP 37,323
HCSPP 6,965
CBPP3 3,931

B ABSPP 2,923

Source: ECB, NORD/LB Markets Strategy & Floor Research

Apr-20

38,441

29,624
5,560
3,582
-325

May-20
38,170
28,961
5,438
3,785
-14

Jun-20
38,770
29,779
7,515
1,731
-255

CSPP
255,327
259,391

+4,064

80.4%

Jul-20  Aug-20
21,529 19,127
16,370 15,150

4,502
1,198
-541

4,004
500
-527

Sep-20  Oct-20
34,014 25,349
23,102 19,182

8,496 6,983
2,839 -1,041
-423 225

Nov-20
27,720
21,241
5,009
646
824

NORD/LB

PSPP APP
2,355,262 2,926,754
2,370,392 2,947,703
+15,129 +20,949

1.0% 9.8%
8.8%
= ABSPP
CBPP3
m CSPP
PSPP

= g N

Dec-20 Jan-21 = Feb-21 >

20,929 17,846
17,822 13,655

2,378 4,924
1,529 74
-800 -807

20,949 353,986
15,129 267,338

4,064 65,838
1,539 20,313
217 497
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Portfolio development

Distribution of monthly purchases

NORD/LB
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Expected monthly redemptions (in EURm)
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Mar-21 - Jan-22 -
Mar-21  Apr-21 May-21 Jun-21  Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22 Feb-22 2020 2021 Feb-22
APP 18,607 30,466 17,144 21,892 26,593 8,882 27,775 24,846 20,120 10,584 34,430 7,966 249,305 262,253 246,111 42,396
PSPP 12,674 24,919 12,637 19,519 24532 5,118 23,640 19,227 13,991 8,177 20,906 3,625 188,965 201,482 189,743 24,531
BCSPP 2265 607 1,144 631 334 966 1,272 1,280 1,673 826 1,915 1,544 14,457 18267 15943 3,459
CBPP3 2,818 4,278 2,894 367 1,132 1,002 1,902 3,716 4,039 937 9,639 2433 35157 33,236 30,057 12,072
WABSPP 850 662 469 1375 595 1,796 961 623 417 644 1970 364 10,726 9,268 10,368 2,334

Source: ECB, Bloomberg, NORD/LB Markets Strategy & Floor Research
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Covered Bond Purchase Programme 3 (CBPP3)

Weekly purchases

15

1.0

0.5

0.0

EURbn

v
",
P

1.04
0.77

0.29 0.27
u_

-0.07

0.21

P g
NN
NN
NN

Primary and secondary market holdings

350
300
250
200

EURbn

150
100
50

I Primary market holdings

Oct-14

45%
40%
35%
30%
25%
20%
15%
10%
5%

0%

Jan-15
Apr-15

Jul-15
Oct-15
Jan-16
Apr-16

Jul-16
Oct-16
Jan-17
Apr-17

Jul-17
Oct-17
Jan-18
Apr-18

Jul-18
Oct-18
Jan-19
Apr-19

Jul-19
Oct-19
Jan-20
Apr-20

Jul-20

Oct-20
Jan-21

Secondary market holdings

= Primary market share (rhs)

Distribution of CBPP3 by credit rating

90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

AAA AA

A BBB

B CBPP3 holdings Q3/20 CBPP3 benchmark Q3/20
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Development of CBPP3 volume
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Public Sector Purchase Programme (PSPP)

Weekly purchases Development of PSPP volume
8 o 2,500
6 >86 5 24
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Overall distribution of PSPP buying at month-end
- :Adj.u Ste.d Purchases Expected Difference Ave. tinfe3 Market average®*  Difference
Jurisdiction  distribution (EURm) purchases (EURm) to.maturlty (in years)? (in years)
key! (EURm)? (in years)
AT 2.7% 69,357 67,307 2,050 7.8 7.8 0.0
BE 3.4% 87,627 83,780 3,847 8.4 10.2 -1.8
CcYy 0.2% 3,427 4,948 -1,521 10.0 9.3 0.7
DE 24.3% 588,192 606,206 -18,014 6.5 7.6 -1.1
EE 0.3% 324 6,478 -6,154 9.7 9.7 0.0
ES 11.0% 292,369 274,217 18,152 8.2 8.5 -0.3
Fl 1.7% 36,772 42,241 -5,469 7.2 7.9 -0.7
FR 18.8% 492,681 469,676 23,005 7.0 8.1 -1.1
GR 0.0% 0 0 0 0.0 0.0 0.0
IE 1.6% 38,171 38,941 -770 8.6 9.9 -1.3
IT 15.7% 418,790 390,666 28,124 7.1 7.8 -0.7
LT 0.5% 4,683 13,309 -8,626 9.5 113 -1.8
LU 0.3% 3,164 7,575 -4,411 5.0 6.5 -1.5
LV 0.4% 2,599 8,960 -6,361 10.1 10.5 -0.4
MT 0.1% 1,222 2,412 -1,190 10.1 9.2 0.9
NL 5.4% 119,658 134,766 -15,108 7.5 8.4 -0.9
PT 2.2% 46,884 53,822 -6,938 7.2 7.6 -0.4
SI 0.4% 9,041 11,073 -2,032 9.4 9.3 0.1
SK 1.1% 15,130 26,336 -11,206 8.4 8.6 -0.2
SNAT 10.0% 261,812 249,190 12,622 7.2 8.3 -1.1
Total / Avg. 100.0% 2,491,902 2,491,902 0 7.2 8.1 -0.9

! Based on the ECB capital key, adjusted to include supras and the disqualification of Greece

2 Based on the adjusted distribution key

3 Weighted average time to maturity of the bonds eligible for purchasing under the PSPP (semi-annual data, Q3/2020)
Source: ECB, NORD/LB Markets Strategy & Floor Research
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Corporate Sector Purchase Programme (CSPP)

Weekly purchases Development of CSPP volume

3.0 3% 300
2.39
2.5 2.21 2.24
’ 250
2.0 1.73
1.54
15 200
s c
§ 1.0 0.70 %3150
0> 0.08 i I 0.09 B
o = [ - 0 100
0.5 I -0.34 50
-1.0 -0.60
I S A A S L A S S i © © N N N % % 0 m o m O O O o
'ﬁ”&'&wﬁ"@’&'ﬂ&mﬁ"ﬁ”%@& B = R I T = e T T B B NI NP NN
SSRGS A N t 8 & & 8 & £ 8 28 £ 85 & & 8 3
RGN N R S - B N - R S A 38 ¢ 33 ¢ 306 & 358 ¢ 30 @

Asset-Backed Securities Purchase Programme (ABSPP)

Weekly purchases Development of ABSPP volume

600

400 I 216 30
200 63 94

T -

-200 121 -65 -54

35
373

£ -152 5%

2 400 -227 2

w200 38 @ 15

-600

-800 10

-1,000 5

-1,200 -1,053
R U A R R g g i IUBYLYLSESNNURIAR]GS
IR IR SR IR SR S S S SR N S
b P T S > 535 2 535 2 535 2 535 2 535 2 535 2
o0 07 O L O O O QO O O O O 3 8 33 8 3383383383383 3
PO A DTSR QAN SR 23" 23" 23"2s"23"2s" 2

Source: ECB, Bloomberg, NORD/LB Markets Strategy & Floor Research
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Pandemic Emergency Purchase Programme (PEPP)

Holdings (in EURm) Volume already invested (in EURbN)
PEPP
Feb-21 870,126
A +59’914 0 185 370 555 740 925 1,110 1,295 1,480 1,665 1,850

Estimated portfolio development

Assumed pace of purchases Weekly net purchase volume PEPP limit hit in ...

Average weekly

EUR 17.9bn 54 weeks (25.03.2022)
net purchase volume so far

Monthly net purchases (in EURm)
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MPEPP 15,444 103,366 115,855 120,321 85,423 59,466 67,308 61,985 70,835 57,163 53,046 59,914 870,126
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Source: ECB, Bloomberg, NORD/LB Markets Strategy & Floor Research
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Holdings under the PEPP (in EURm)

Asset-backed Covered Corporate Commercial Public Sector
- L PEPP
Securities Bonds Bonds Paper Securities
Nov-20 0 3,123 20,760 24,306 650,272 698,461
Jan-21 0 3,120 22,315 16,611 764,710 806,756
A 0 -3 +1,555 -7,695 +114,438 +108,295

Portfolio structure
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M Public Sector Securities 94.8%
Portfolio development Share of primary and secondary market holdings
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® Public Sector Securities B Primary  Secondary

Breakdown of private sector securities under the PEPP as of January 2021
Asset-backed securities Covered bonds Corporate bonds Commercial papers
Primary Secondary Primary  Secondary Primary  Secondary Primary  Secondary
Holdings in EURm 0 0 557 2,563 9,092 13,223 14,663 1,948
Share 0.0% 0.0% 17.9% 82.2% 40.7% 59.3% 88.3% 11.7%

Source: ECB, Bloomberg, NORD/LB Markets Strategy & Floor Research
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Breakdown of public sector securities under the PEPP

Adj. Deviations @ time to

Jurisdiction (:,oéﬂ;f:) distribution :hE;‘Z from the adj. maturity Mar(li(:t;,:\:sr)agé I?il:‘f‘el;ear::)e
key?! distribution key? (in years)

AT 20,692 2.6% 2.7% 0.1% 10.0 7.1 3.0

BE 26,084 3.3% 3.4% 0.1% 6.5 9.3 -2.8

cy 1,712 0.2% 0.2% 0.0% 10.4 8.2 2.3

DE 188,751 23.7% 24.6% 0.8% 5.1 6.7 -1.6

EE 211 0.3% 0.0% -0.2% 8.9 8.2 0.8

ES 89,846 10.7% 11.7% 1.0% 8.5 7.4 1.0

Fl 13,103 1.7% 1.7% 0.1% 7.1 6.9 0.2

FR 133,594 18.4% 17.4% -1.0% 8.4 7.3 1.1

GR 18,950 2.2% 2.5% 0.2% 8.6 9.5 -0.8

IE 12,123 1.5% 1.6% 0.1% 9.0 9.4 -0.5

IT 136,310 15.3% 17.7% 2.5% 6.8 6.9 -0.1

LT 2,183 0.5% 0.3% -0.2% 11.5 10.3 1.2

LU 1,301 0.3% 0.2% -0.1% 6.9 6.2 0.6

Lv 888 0.4% 0.1% -0.2% 9.7 10.1 -04

MT 266 0.1% 0.0% -0.1% 7.2 8.0 -0.8

NL 41,956 5.3% 5.5% 0.2% 4.4 7.8 -3.3

PT 17,304 2.1% 2.3% 0.1% 6.6 6.6 0.0

Sl 3,644 0.4% 0.5% 0.0% 9.3 9.8 -0.5

SK 5,381 1.0% 0.7% -0.3% 8.6 8.2 0.4
SNAT 53,849 10.0% 7.0% -3.0% 9.8 7.9 1.9
Total / Avg. 768,148 100.0% 100.0% 0.0% 7.1 7.3 -0.2

Distribution of public sector assets by jurisdiction Deviations from the adjusted distribution key
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1 Based on the ECB capital key, adjusted to include supras 2 Based on the adjusted distribution key
3 Weighted average time to maturity of the bonds eligible for purchasing under the PEPP
Source: ECB, Bloomberg, NORD/LB Markets Strategy & Floor Research
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Aggregated purchase activity under APP and P

Holdings (in EURm)

APP
Jan-21 2,926,754
Feb-21 2,947,703
A +20,949

Monthly net purchases (in EURm)
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Charts & Figures
Covered Bonds

EUR benchmark volume by country (in EURbn)
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EUR benchmark volume by region (in EURbnN)
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EUR benchmark maturities by month
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EUR benchmark maturities by year
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Spread development by country Covered bond performance (Total return)
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Spread overview
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Charts & Figures
SSA/Public Issuers

Outstanding volume (bmk) Top 10 countries (bmk)
No. of @Vol. Vol. weight.
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Spread development (last 15 issues)
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Germany (by segments)
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Appendix
Overview of latest Covered Bond & SSA View editions

Publication Topics

09/2021 ¢ 10 March "  Moody’s covered bond universe —an overview

®  QOldenburgische Landesbank expands sub-benchmark segment

08/2021 ¢ 03 March ®  Repayment structures on the covered bond market
®  ECBin atight spot: litmus test for PEPP flexibility and preview of the second interest rate meeting of the
year
07/2021 ¢ 24 February ®  Anoverview of the EUR sub-benchmark segment

®  ECB: crowding-out effects take hold
®  PEPP vs. PSPP: Similarities and differences

06/2021 ¢ 17 February " Insights into the iBoxx EUR Covered

®  Development of the German property market
05/2021 ¢ 10 February ®  PEPP reporting: upswing in public sector assets continues; covered bonds inconsequential
04/2021 ¢ 03 February ®  Argenta Spaarbank expands Belgian market for EUR benchmarks

" Anoverview of the Fitch covered bond universe
"  January 2021 packs a punch to kick off the new year
03/2021 ¢ 27 January ®  Anunusual — albeit expected — start to the year?
"  Alook at USD benchmarks
®  ESM reform —restructuring continues
02/2021 ¢ 20 January ®  Spread considerations — APAC covered bonds riding the wave of ECB purchase programmes?
®  Return of the Danish market for EUR benchmark bond issues

®  22nd meeting of the Stability Council (Dec. 2020)

01/2021 ¢ 13 January ®  EUR benchmark from the Czech Republic: Komeréni Banka launches a new covered bond programme

" New covered bond programme from South Korea: Hana Bank
" Annual review of 2020 — covered bonds
" Annual review of 2020 — SSA

48/2020 ¢ 16 December ®  TLTRO lll: ECB extends tender and also raises the threshold

47/2020 ¢ 09 December "  Fourth and final round of PEPP reporting in 2020
"  |nvestment alternative: Paris metropolitan area (IDF and VDP)

46/2020 ¢ 02 December "  The ECB ahead of its course-setting meeting for 2021
®  Covered Bonds — Outlook 2021: Waiting for the game changer?

®  SSA - Outlook 2021: Coronavirus and ECB dominate public-sector segment

45/2020 ¢ 25 November ®  UOB ends the state of hibernation on Singapore’s primary market

" The covered bond universe of Moody’s: an overview
" Update: Belgium regions as investment alternatives

44/2020 ¢ 18 November " Primary market 2021: real prospect of Hungarian EUR benchmarks?
" German Pfandbrief savings banks in Q3 2020

"  Development of the German property market

NORD/LB: NORD/LB: NORD/LB: Bloomberg:
Markets Strategy & Floor Research Covered Bond Research SSA/Public Issuer Research RESP NRDR <GO>



https://www.nordlb.com/nordlb/research-floor-research/download/6d18c1679be92aeca965de9c5c3714c4d0e34f4bd6c5468213215a478c764059/link/
https://www.nordlb.com/nordlb/research-floor-research/download/4d6b4285b9741105b94c3a8af6f44ad1fe83b1d471034b5c3fa6bd1d5ea6964d/link/
https://www.nordlb.com/nordlb/research-floor-research/download/ccd6a7c509a13e5447e9601d79fcac77147ac5f5026e3ec949ba3095d5f3709e/link/
https://www.nordlb.com/nordlb/research-floor-research/download/cef5f11fc171c405b01e097f0bfc46c69fd7348423344e6425bf182b57323b90/link/
https://www.nordlb.com/nordlb/research-floor-research/download/d0a81a357dbc769acda1fd19c8b6400da3929cb90be2eec033462eae72a80129/link/
https://www.nordlb.com/nordlb/research-floor-research/download/8d52dc32bf1f3b5b80f590d5fb7a6914e5c106874a56bd7b84bf49b35064b8b4/link/
https://www.nordlb.com/nordlb/research-floor-research/download/e8fa860a7ba12cbadf7398f6609d407cd2afb6aa308651148d18979cadca6149/link/
https://www.nordlb.com/nordlb/research-floor-research/download/711e06f41eb04440006c55ecf3ccea42268645d6adb1977bc1196cebdc9471dd/link/
https://www.nordlb.com/nordlb/research-floor-research/download/886a8bc341b66cae5716bbb8d1c1db4d3ab8c9d43847b8ccc0fcf6497773a151/link/
https://www.nordlb.com/nordlb/research-floor-research/download/886a8bc341b66cae5716bbb8d1c1db4d3ab8c9d43847b8ccc0fcf6497773a151/link/
https://www.nordlb.com/nordlb/research-floor-research/download/4c5ef44f7a818833255b3028813d8e2ba79022acd26187cabfd163a78ef93538/link/
https://www.nordlb.com/nordlb/research-floor-research/download/09a483802be8a612da09c8ec82f96efa012afd7654ac892e88b6a5ab9a7ea1a1/link/
https://www.nordlb.com/nordlb/research-floor-research/download/4d3520f342a9ef9b5098a296b693b406e289fb456febee3ecc6c83531b3cad9a/link/
https://www.nordlb.com/en/research/download/75cc453de46dab6fba5d58e7d7eef6e64e2a83396f8a2e015754a4595f2550fb/link/
https://www.nordlb.com/nordlb/research-floor-research/floor-research/
https://www.nordlb.com/nordlb/research/fixed-income/covered-bonds/
https://www.nordlb.com/nordlb/research/fixed-income/public-issuers/
https://blinks.bloomberg.com/screens/RESP%20NRDR
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Appendix
Publication overview

Covered Bonds:

Issuer Guide Covered Bonds 2020

Risk weights and LCR levels of covered bonds

Transparency requirements §28 PfandBG

Transparenzvorschrift §28 PfandBG Sparkassen (German only)

SSA/Public Issuers:

Issuer Guide — Supranationals & Agencies 2019

Issuer Guide — Canadian Provinces & Territories 2020

Issuer Guide — German Bundeslaender 2020

Issuer Guide — Down Under 2019

Fixed Income:

ESG update

Analysis of ESG reporting

ECB holds course, but ups the ante — PEPP running until 2022

ECB launches corona pandemic emergency

ECB responds to corona risks

NORD/LB: NORD/LB: NORD/LB: Bloomberg:
Markets Strategy & Floor Research Covered Bond Research SSA/Public Issuer Research RESP NRDR <GO>



https://www.nordlb.com/en/research/download/05e7c7700f7fd2057d73a179892da86dfa1042d0a3c78efd1dc4a01fcf37a997/link/
https://www.nordlb.com/en/research/download/84b31b00915d3a0c8daf93a0101574e58b8a83d0edbb17399733cb4ee3802258/link/
https://www.nordlb.com/nordlb/research-floor-research/download/c1aa2b9a94c9cd37ccda0337b8c35c68af65cb9e5b84ab57a8f39ed1bcf23651/link/
https://www.nordlb.de/de/research/download/5b8c64507eb94d1c10ab9b238e0eb06152daa20338919e47ebcf540e254904f6/link/
https://www.nordlb.com/en/research/download/4ef287feda004e56def7e78728f3837107bbb139b8fd5c2f9163b5137eaacd97/link/
https://www.nordlb.com/en/research/download/324346de4102c8786808fb070ac6dbb5f5eca768ca04ddf9f88f8676cc2f1f4a/link/
https://www.nordlb.com/en/research/download/0fa14e3fa00cd3014ac7d6fb5d81fa9c5e78986bde95312ac50d0d3cdb04ad3e/link/
https://www.nordlb.com/en/research/download/1ca1399a5db33096191e6177f61ac21525af1902268c93e1b7654f7d071152f0/link/
https://www.nordlb.com/nordlb/research-floor-research/download/c7dfac0d819d755e0030106b081cd168dd00a1ebf508cad53119460b781bd4bf/link/
https://www.nordlb.com/en/research/download/48ae3d486ec4911a925ab13acf84761646c7336a89e632f69fcd7f30ce6580e5/link/
https://www.nordlb.com/nordlb/research-floor-research/download/4ec89dc679c23fac5f11d58538edd58410b7773cda8cd0c3915130538312cc03/link/
https://www.nordlb.com/en/research/download/a1e2f2bbdb19b5caec94f5010f0202cb5254fabdcf2173e5ed8d6d786f50ef49/link/
https://www.nordlb.com/en/research/download/d4c7ecd90fe7dfa8f6d378c9cb3a62e143a348c6de3f0709cfca807ffe34da15/link/
https://www.nordlb.com/nordlb/research-floor-research/floor-research/
https://www.nordlb.com/nordlb/research/fixed-income/covered-bonds/
https://www.nordlb.com/nordlb/research/fixed-income/public-issuers/
https://blinks.bloomberg.com/screens/RESP%20NRDR
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Appendix
Contacts at NORD/LB

Markets Strategy & Floor Research

Dr Norman Rudschuck

SSA/Public Issuers

+49 511 361-6627

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

Melanie Kiene

Banks

+49 511 361-4108

+49 172 169 2633
melanie.kiene@nordlb.de

Dr Frederik Kunze Henning Walten

Covered Bonds

+49 511 361-6379

+49 152 545 67178
henning.walten@nordlb.de

Covered Bonds

+49 511 361-5380

+49 172 354 8977
frederik.kunze@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

Sales MM/FX +49 511 9818-9460 Governments +49 511 9818-9660

Sales Europe +352 452211-515 Laender/Regionen +49 511 9818-9550
Frequent Issuers +49 511 9818-9640

Origination & Syndicate

Origination Fl +49 511 9818-6600 Sales Wholesale Customers

Origination Corporates +49 511 361-2911 Firmenkunden +49 511 361-4003
Asset Finance +49 511 361-8150

Treasury

Collat. Management/Repos +49 511 9818-9200

+49 511 9818-9620

Liquidity Management +49 511 9818-9650


mailto:melanie.kiene@nordlb.de
mailto:norman.rudschuck@nordlb.de
mailto:frederik.kunze@nordlb.de
mailto:henning.walten@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. This information also constitutes an investment recommenda-
tion or investment strategy recommendation within the meaning of Market Abuse Regulation (EU) No. 596/2014 and complies with the applicable provisions of
this regulation and Delegated Regulation (EU) 2016/958 as well as the Securities Trading Act (see the supplementary details at the end of this information).

This information has been prepared by the Markets Strategy & Floor Research division, which is organisationally assigned to the Markets trading division within
NORD/LB and which offers comprehensive securities services to the clients of the bank. Information may therefore be exchanged between the Floor Research
and Trading divisions which may influence the content of this information. Against this background, the possibility cannot be ruled out that NORD/LB has its
own holdings in the financial instruments described herein or in the issuers described herein and participates in the issue of such financial instruments as well
as providing other services to such issuers or has other financial interests in these financial instruments or issuers. It also cannot be ruled out that the remuner-
ation of the employees of the Markets Strategy & Floor Research division is indirectly linked to the overall performance of the Markets division, however, a
direct linking of remuneration to transactions in investment services or trading fees is prohibited. Against this background, there are potential conflicts of
interest that could fundamentally influence the objectivity of the recommendations contained herein.

NORD/LB has, however, taken extensive precautions to deal with potential conflicts of interest and to avoid them:

Arrangements for dealing with and avoiding conflicts of interest and for the confidential treatment of sensitive client and business data:

Business areas that may have regular access to sensitive and confidential information are classified as confidentiality areas by the Compliance Office and sepa-
rated from other areas in terms of function, location and technical data processing measures. The trading division (Markets) is classified as such a confidentiality
area. The exchange of information between individual confidentiality areas requires the approval of the Compliance Office.

The forwarding of confidential information which may have an impact on securities’ prices is monitored by the NORD/LB Compliance Office, which is independ-
ent of the trading, business and settlement departments. The Compliance Office can issue any trading prohibitions and restrictions which may be necessary to
ensure that information which may have an influence on securities’ prices is not misused and to prevent confidential information from being passed on to areas
which may only use publicly accessible information. Employees of the Markets Strategy & Floor Research unit are obliged to inform the Compliance Office of all
transactions (including external) that they carry out for their own account or on behalf of a third party or in the interests of a third party. This will enable the
Compliance Office to identify any unauthorised transactions by these employees.

Further information on this can be found in our Conflict of Interest Policy, which is available on request from the NORD/LB Compliance Office.

Supplementary important information:

This information and the details contained herein have been prepared and are provided for information purposes only. It is not intended to be an incentive for
investment activities. It is provided for the personal information of the Recipient with the express understanding, acknowledged by the Recipient, that it does
not constitute a direct or indirect offer, an individual recommendation, solicitation to buy, hold or sell, an invitation to subscribe 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. 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 Markets Strategy &
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 infor-
mation or any statements or opinions expressed in the present Report (irrespective of whether such losses are incurred due to any negligence on the part of
such persons or otherwise).
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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 give 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.

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 objectives, 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.


http://www.dsgv.de/sicherungssystem
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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 construed 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). Fur-
thermore, 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 thereto, 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 reliance 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.

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) Directive 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 qualify as a recommendation pursuant to Di-
rective 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 investment advice with respect to the financial investment products described herein.
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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 sub-
scribe 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 situation 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 Infor-
mation Constituting 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 infor-
mation contained herein is based on information 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 no-
tice.

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 January 2009). NORD/LB will comply with the Directives of the Swiss Bankers Association on the Independence of Financial Research (as amend-
ed). 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.

Additional information for Recipients in Singapore

This information is directed only at accredited investors or institutional investors under the Securities and Futures Act in Singapore. This information
is intended for general distribution only. It does not constitute investment advice and does not take into account the specific investment objectives,
financial situation or particular needs of the Recipient. It is recommended that advice be obtained from a financial adviser regarding the suitability of
the investment product in light of the specific investment objectives, financial situation and special needs of the Recipient before agreeing to pur-
chase the investment product.

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
investment objectives of any specific investor. Nothing herein should be construed as a recommendation or advice for you to subscribe to a particu-
lar 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 situation 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 regulation 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.



40 / Covered Bond & SSA View ¢ 17 March 2021 NORD/ I'B

Additional information
Time of going to press: 17 March 2021 08:56h (CET)

Disclosure of possible conflicts of interest at NORD/LB in accordance with Section 85 (1) of the German Securities Trading Act (WpHG) in conjunction with
Article 20 of the Market Abuse Regulation (EU) No. 596/2014 and Articles 5 and 6 of Regulation (EU) 2016/958.
None

Sources and price details

For the preparation of investment recommendations, we use issuer-specific financial data providers, our own estimates, company information and publicly
available media. Unless otherwise stated in the information, price information refers to the closing price of the previous day. Fees and commissions are in-
curred in connection with securities (purchase, sale, custody), which reduce the return on the investment.

Basis of valuation and frequency of updates

For the preparation of investment recommendations, we use company-specific methods from fundamental securities’ analysis, quantitative / statistical meth-
ods and models as well as from technical information processes. It should be noted that the results of the information are snapshots and past performance is
not a reliable indicator of future returns. The basis of valuation may change at any time and in an unforeseeable manner, which may lead to divergent assess-
ments. The recommendation horizon is 6 to 12 months. The above information is prepared on a weekly basis. Recipients have no right to publish updated
information. For more detailed information on our assessment bases, check under: www.nordlb-pib.de/Bewertungsverfahren.

Recommendation system Breakdown of recommendations (12 months)
Positive: Positive expectations for the issuer, a bond type or a bond placed by the Positive: 36%
issuer. Neutral: 50%

Neutral: Neutral expectations for the issuer, a bond type or a bond of the issuer.

Negative: Negative expectations for the issuer, a type of bond or a bond placed by the issuer.
Relative Value (RV): Relative recommendation to a market segment, an individual issuer or a
range of maturities.

Negative: 14%

Recommendation record (12 months)
For an overview of our overall pension recommendations for the past 12 months, please visit www.nordlb-pib.de/empfehlungsuebersicht_renten. The pass-
word is "renten/Liste3".

Issuer / security Date Recommendation Bond type Cause

Distribution: 17.03.2021 14:56



